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museum  or  collection  is  guilty 
of  a  misdemeanor. 
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With    any   other   airline, 
this   would   never   flv. 


The  Aboriginal  artwork  on  our  newest  p 

is  uniquely  Australian.  But  then,  so  is  Qant 

For  75  years  Qantas 

been  bringing  the  bes  ] 

Australia  to  the  world.  F 

the  warmth  and  friendliness  of  our  crew 

the  contemporary  designs  of  our  new  c 


Other  amenities  that 
reflect  our  famous  hospi- 
tality include  healthy  world-class  rr 
an  exceptional  wine  list,  in-i 
entertainment  on  personal,  in 
video  screens  in  First  and  Bus 
Class,  and  to  add  to  your  corr 
the  latest  economically 
gned  seats. 

When  you  fly  Qantas  you  can  also 
mileage  on  your  choice  of  Alaska  Air 
American  Airlines',  British  Airways,  Can) 
Airlines,  Continental  Airlines,  USAir  or  our 
A  frequent  flyer  program.* 
-r£J^^  Inside  and  out,  no  othe 
•  line  defines  the  Australian  culture 
like  Qantas.  Call  your  travel  agent  or  Qan 
1-800-227-4500. 
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'Frequent  Flyer  credit  varies  by  route  and  by  program.  Check  your  mileage  program  for  details.  ©1995  Qantas  Airways 
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omplete  securities,  research  and  portfolio  management 
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You  Want.  StreetSmart  lets  you 
buy  and  sell  stocks,  bonds,  options 
or  mutual  funds  using  your  own 
computer.  Also,  you  can  track  your 
account  balances,  check  quotes 
and  enter  orders -24  hours  a  day. 
Exciting  New  Features.  Now  you  can  get  online  access  to  current  investment  infor- 
mation like  personalized  news  clipping  services,  research  databases  and  forecasts  from 

independent  analysts.  We've  also  added  historical  price  graphing 
as  well  as  two-way  e-mail. 

Online  Mutual  Fund  Information.  For  mutual  fund 
investors,  StreetSmart  2.0  now  includes  Schwabs 
Mutual  Funds  Performance  Guide®  which  tracks  the 
performance  of  more  than  900  mutual  funds  and 
can  be  used  effectively  to  help 
you  select  the  funds  that  may  be  best  for  you. 
Save  on  Commissions,  Too.  As  a  bonus  for 
placing  trades  with  StreetSmart,  you'll  save 
an  additional  10%  off  Schwabs  everyday  low 
commissions*  Let  StreetSmart  for  Windows 
take  your  online  investing  to  a  new  level.  For 
more  information  about  new  StreetSmart  2.0, 

just  stop  by  one  of  our  more  than  200  offices  nationwide  or  call  Schwab  today  Offer 
valid  between  May  1  and  August  31, 1995.  Limit  one  per  customer. 

CharlesSchwab 

Helping  Investors  Help  Themselves® 


Get  StreetSmart  at  no 

cost  between  5/1/95- 

8/31/95  when  you  bring 

$20,000  in  new  assets  or 

make  3  additional  stock,  bond 

or  option  trades  in  your  Schwab 

account  by  11/30/95.  For  more 

details,  visit  the  Schwab  office  nearest  you  or  call: 

1-800-884-3817  Ext.  91D 

(Limited  Time  Only) 


'•^liable  for  individual  investors  only.  *StreetSmart's  10%  discount  is  based  on  Schwabs  current  schedule  and  may  be  used  with  other  offers  at  Schwab's  discretion.  Windows 
ered  trademark  of  Microsoft  Corp.  StrcetS-nart  2.0  is  available  for  U.S.  addresses  only.  ©1995  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  S1PC/NYSE.  (5/95) 


Emergency  seat  belt  tensioners 


are  standard  in  the  C-Class. 


So  is  not  having  to  tighten  your  belt. 

A  Mercedes  for  under  $31,000  might  leave  you  feeling  a  little  skeptical,  but  actually 
it's  every  bit  a  Mercedes-Benz.  H  Take  the  passenger  cabin.  The  same  high-strength, 
low-alloy  steel  used  in  all  of  our  cars  accounts  for  one-third  of  its  structural  weight. 
The  result  is  a  rigid  cabin  that  already  meets  the  government's  1997  side-impact 
safety  requirements.  H  But  our  own  safety  requirements  are  even  more  demanding. 


Which  is  why  every  one  of  our  passenger  cars  is  equipped  with  dual  air  bags  and 

| 

an  anfflock  braking  sys- 


tem. U  /%ad  while  safety  is 


never  hurt  anyone.  So  we've  included  such  amenities  as  an  8-spe^ker 


always  a  pranary  concern, 


a  few  creature  comforts 


sound 


~i  and  i 


an  electric  sliding  sunroof.    11    It  appears  the  only  area  whale  some- 
king  is  the  sticker  price.  We  figure  that's  a  shortcoming  yrtu  can 


can  assist  you  in  any  way,  please  call   1-800-FOR-MERCHDlS 


iini'iii.in  lees,  registration,  In 


illei    |ll'e|>  I  !l,'l 

my  van  In  il 
car  \ Miir  sen 


Mmmalc.YI.,  Member  »t  the  Daimler-Benz  Croup. 


Mercedes-lien/  C -Class 


The  C-Class 
Starting  at  $30,950* 
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.» -year  business  and  the  virtual  monopoly  of  one  family, 
the  Frances  of  Daytona  Beach,  Fla. 

By  Suzanne  Oliver 
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What  are  your  chances  of  getting  a  heart  attack? 
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inside  story. 
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GUARANTEEDLEASE  FINANCING  FOR 

A  Glass  Maker  In  South  America 

^£ 

(We  Saw  Through  All  The  Tax  Implications) 

The  more  complex  the  problem,  the  more  experience  it  takes  to  see  the  answer.  Here  our  knowledge 

of  Eximbank  programs  and  the  tax  laws  of  one  South  American  country  helped  us  defer  costly  import  duties 

for  our  client.  To  achieve  our  clients'  vision,  we  offer  multi-faceted  solutions. 
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Bank  of  America 


Our  client  had  the  benefit  of 

relationship  officers  specializing  in 

leasing  and  the  South  American  market. 
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Innovative  Project  Financing 
|       For  A  Power  Plant  In  Asia 

(We  Helped  With  The  Wiring) 

Keeping  a  nation  in  power  is  beyond  most  banks.  Bank  of  America  accomplished 

the  task  by  bringing  financial  partners  together  from  around  the  world  in  a  precedent-setting 

arrangement.  We  harnessed  the  power  of  people  working  together. 
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Bank  of  America 


Our  client  had  the  benefit  of  relationship 

officers  specializing  in  project  finance, 

export  credit  and  the  power  industry. 
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Selling  fantasies 

Suzanne  Oliver  visited  the  Talladega  County,  Ala.  racetrack  for ' 
fan-friendly  sport,"  her  cover  story  on  stock-car  racing.  Wanting 
make  a  quick  postrace  exit  to  catch  a  plane,  Oliver  avoided  t 
parking  lot  and  left  her  rented  car  on  a  nearby  street.  "As  a  result 
she  says,  "I  had  to  walk  through  acres  of  tents  and  trailers  populat 
by  Nascar  fans  camping 
there  for  the  race  week- 
end." Long  before  she  got 
to  the  track,  Oliver  was  ex- 
posed to  a  sampling  of  Nas- 
car's  merchandising  skills: 
"There  were  no  trees  and 
the  Alabama  sun  was  in- 
tense, but  that  didn't  faze 
the  fans,  who  were  happily 
quaffing  Busch,  the  'official 
beer'  of  Nascar.  Many  of 
the  cars  carried  bumper 
stickers  from  Opryland 
USA,  the  'official  desti- 
nation' of  Nascar.  T  shirts 
were  mostly  souvenirs  from  past  Nascar  races." 

If  the  walk  to  the  track,  amidst  ritual  hoots  and  catcalls,  turned  h 
off,  Oliver  found  the  race  itself  exciting.  In  her  words:  "As  soon 
the  roar  of  those  engines  began,  my  heart  raced.  I  began 
understand  what  these  fans  are  there  for — the  adrenaline  charge  y< 
get  watching  racers  move  wheel-to-wheel  at  200  miles  per  hour 

"Humpy  Wheeler,  president  of  Speedway  Motorsports,  put; 
best.  He  told  me:  'These  drivers  are  just  acting  out  what  the  fans  wi 
they  could  do  in  rush-hour  traffic  every  day.'  Humpy's  a  darn 
good  psychologist.  Acting  out  fantasies  is  what  stock-car  racing  is 
about."  Oliver's  account  of  how  the  France  family  built  a  nin 
figure  fortune  from  Nascar  starts  on  page  70. 

From  classroom  to  auction  room 

Dont  tell  Rita  Koselka  that  classroom  learning  isn't  useful  out 
the  real  world.  When  she  was  a  student  at  Harvard  Business  Schoo 
half-dozen  years  ago,  one  of  Koselka's  courses  was  Manager 
Economics,  taught  by  Professor  Christian  Schaack.  "It  was,"  K 
selka  recalls,  "one  of  the  most  hated  courses  at  the  school  because 
was  so  mathematical."  But  Koselka  looked  beyond  the  math.  S 
was  intrigued  with  the  demonstrations  of  how  it  was  possible, 
expressing  value  judgments  as  numbers,  to  use  game  theory 
improve  economic  decision  making.  Following  up  on  this  intere 
she  authored  a  cover  story  on  game  theory  and  evolutions 
economics  ("Evolutionary  economics:  Nice  guys  don't  finish  last 
Oct.  11,  1993).  Then  the  Federal  Communications  Commissi< 
held  its  auction  of  cellular  telephone  licenses  earlier  this  year,  ai 
Koselka  recognized  her  old  friend — game  theory.  In  setting  up  t 
auction  and  bidding  in  it,  both  the  FCC  and  the  prospective  license 
had  consulted  academic  game  theorists.  The  result  was  one  oft 
most  unusual — and  fairest — auctions  ever  held.  Rita  Koselka's  stoi 
"Playing  poker  with  Craig  McCaw,"  appears  on  page  62. 
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A  Cross-Border  Lease  For 
A  Major  Global  Airline 
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(They  Liked  Our  Non-Stop  International  Service) 

Understanding  international  tax  laws  enabled  us  to  structure  a  lease  more  advantageous 

to  our  client  than  straight  financing.  We  saved  them  cash  up  front  and  taxes  later. 

Not  the  way  most  banks  would  handle  it,  but  we  find  it  pays  to  go  the  extra  mile. 
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Bank  of  America 


Our  client  had  the  benefit  of 

relationship  officers  specializing 

in  leasing,  debt  arrangement 

and  international  tax  law. 
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Can  Britannica  rule  the 
cyberwaves? 

Last  year  we  minced  no  words  in 
criticizing  Encyclopaedia 
Britannica's  secretive  executives  for 
letting  their  sales  force  cow  them 
into  sticking  with  $1,500,  118- 
pound  hardcover  sets  when  rivals 
were  talcing  away  their  market  with 
CD-ROM  versions  costing  a  fraction 
as  much  (Feb.  28,  1994).  So  bad  was 
the  outlook,  we  concluded  that  the 
William  Benton  Foundation,  which 
runs  Britannica  to  benefit  the 
University  of  Chicago,  should  sell 
to  someone  like  Microsoft. 

Last  winter  Britannica's  top  brass 
tried  to  sell  debt,  the  whole  firm  or 
any  other  assets  that  would  raise  cash. 
Britannica  doesn't  dispute  its  desper- 
ation, but  insists  it  was  brought  on 
not  by  technophobia  but  by  high- 
risk,  high-tech  ventures. 

One  new  product  is  a  text-only 
CD-ROM  version.  But  at  $995  it's 
prohibitively  expensive.  More 
promising  is  an  Internet  product 
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Encyclopaedia  Britannica's  on-line  service 
Seeking  to  pass  rivals  on  the  infobahn. 


called  Britannica  Online,  already 
available  to  universities  for  a  flat 
rate.  It  includes  audio  and  graphics 
and  cross-references  other  Internet 
sites.  Art  researchers,  for  example, 
are  referred  to  the  Louvre's  data- 
base so  both  providers  gain  clients. 
Most  important  to  Britannica,  it 
claims  to  have  a  way  to  monitor 
access  to  the  on-line  service  and  will 
soon  offer  it  to  consumers.  Stay 
logged  on.  -Gary  Samuels 

Lousy  bet 

Capital  Gaming  International  had 
a  murky  past,  $160  million  in  long- 
term  debt  and  a  piddling  $1.7  mil- 


' 


12 


lion  in  revenues.  But  six  months 
ago  we  still  gave  it  an  outside 
chance  of  striking  it  rich  with  a 
Louisiana  gambling  venture  and 
new  contracts  to  manage  Indian 
casinos  (Dec.  19,  1994).  Alas,  it's 
risky  to  put  chips  on  long  shots. 

River  City,  the  Louisiana  joint 
venture,  cost  a  staggering  $223  mil 
lion  and  has  done  so  poorly  since 
opening  this  year  that  one  of  two 
riverboats  has  already  closed.  The 
debacle  pushed  Capital  Gaming's 
loss  to  $31  million  on  $3.6  million 
in  revenues  in  the  nine  months 
through  March.  Last  month,  the 
firm  also  said  it  will  miss  debt  pay- 
ments, faces  delisting  from  Nasdaq's 
small-cap  market  and  may  seek 
relief  from  creditors.  Its  stock  is 
down  80%  since  our  story,  to  a 
recent  23/32- 

Has  it  been  all  bad  news?  Not 
for  Chairman  I.G.  (Jack)  Davis  Jr.  A 
former  Donald  Trump  employee, 
he  has  raked  in  over  $1  million  in 
salary  and  bonuses  over  the  past 
two  years. 

Swinging  for  the  fences 

Comparing  your  performance  as 
chief  executive  with  Babe  Ruth's 
hitting  is  fairly  audacious.  But  that's 
what  Hercules  Inc.'s  Thomas 
Gossage  did  in  the  firm's  1994 
annual  report.  It's  not  a  bad  analo- 
gy. Gossage  took  control  of  the 
$2.8  billion  (1994  sales)  chemical 
maker  in  1991,  shortly  after  we 
profiled  his  predecessor's  disap- 
pointing tenure  (Feb.  5,  1990). 
Since  then,  Gossage,  61,  has 
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Sometimes  it  pays  to  be  Contrarian. 

Just  ask  Paul  Stephens,  portfolio  manager  of  the  Robertson  Stephens  Contrarian  Fund 
applying  rigorous  independent  thinking  and  avoiding  the  madness  of  crowds. 


ROBERTSON 
STEPHENS  & 

COMPANY 


MUTUAL  FUNDS 


For  more  information  and  a  prospectus,  call  1-800-766-3863  ext.  119 

For  more  information,  including  other  management  fees,  expenses  and  the  risks  associated  with  international  investing  and  short  selling, 

all  Robertson  Stephens  &  Company  distributor  for  a  prospectus.  Read  it  carefully  before  you  invest.  You  should  realize  that  investment  return  and 

principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
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40   YEARS 


WE'VE   BEEN 


POINTING 


Canon  has  been  pointing  the  way  to  the 
future  in  North  America  for  many  years  now. 
With  technological  advances  that  have  helped 
our  customers  stay  on  top  of  a  rapidly 
changing  world.  And  today,  Canon  continues 
to  take  the  lead.  Last  year,  alone,  we  put  a  full 
one  billion  dollars  toward  the  research  and 
development  of  advanced  new  technologies. 
So,  if  you're  wondering  where  all  the  great 
products  and  all  the  satisfied  customers  of  the 
next  century  will  come  from,  everything 
seems  to  points  to  Canon. 

Canon 


Fidelity  Stock  Funds, 

Because  the  Road  to  a  Secure  Future 
Has  No  Shortcuts. 


When  investing  for  long-term  goals,  it  can  make  sense  to  have  some  of 
your  money  in  stocks.  Historically,  the  greatest  returns  have  been  real- 
ized by  investors  who  have  had  the  foresight  to  invest  in  the  stock  mar- 
ket, and  the  patience  and  risk  tolerance  to  stay  in  for  the  long-term,  thus 
avoiding  shortcuts.'  Of  course,  past  performance  is  no  guarantee  of 
future  results  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares. 

Fidelity  Blue  Chip  Growth  Fund  is 

an  aggressive  stock  fund  that  primarily  pursues 
investments  in  some  of  today's  most  successful 
"blue  chip"  companies,  which  may  be  well-posi- 
tioned for  future  growth.*  The  fund  may  also  try 
to  identify  the  blue  chips  of  tomorrow.  The  fund 
invests  in  securities  of  U.S.  and  foreign  issuers. 

Expertise  You  Can  Rely  On.  Our  research  capabilities  and 
investment  expertise  allow  our  managers  to  search  for  opportunities 
that  other  fund  companies  may  lack  the  time  or  resources  to  find.  In 
fact,  we  have  more  than  200  researchers  and  analysts  who  follow 
more  than  6,000  companies  a  year. 

Call  Today.  Begin  investing  with  $2,500,  or  $500  for  an  IRA. 


Average  Annual 
Total  Returns" 

Fidelity  Blue  Chip 
Growth  Fund 


1  year 
5  year 


1 0.98,< 


19.12^ 


Life  of  Fund     18.46'*' 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3925 


Fidelity 


Investments 


For  a  free  prospectus  witji  more  complete  information,  including  charges  and  expenses,  please  call.  Read  the  prospec- 
tus carefully  before  you  invi-.i  or  send  money. 

'Source:  Stocks,  Bonds,  Bills,  and  Inflation  1995  Yearbook™,  Ibbotson  Associates,  Chicago,  IL  (annually  updates  work  by  Roger  G. 
lbbotson  and  Rex  A.  Sinquefield).  Usn!  with  permission.  All  rights  reserved  Performance  of  stocks  is  measured  by  the  S&P  500®, 
a  registered  trademark  of  Standard  &  Po.      Corporation.  *We  define  blue  chip  companies  as  those  with  a  market  capitalization  of  at 
least  $200  million,  if  the  company's  stock  is  .ncluded  in  the  Standard  &  Poor's  Composite  Index  of  500  stocks  or  the  Dow  Jones  Industrial 
Average,  or  $  1  billion  if  not  included  in  either  index.  Total  returns  for  the  periods  ended  3/3 1/95  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  Blue  Chip's  3%  sales  charge.  Share  price  and  return  will  vary,  life 
of  fund  figure  for  Blue  Chip  Growth  Fund  is  from  December  31, 1987.  Fidelity  Distributors  Corporation. 


Hercules  Inc.'s 
Thomas  Gossage 
How  long  can 
he  keep  an 
impressive 
winning  streak 
alive? 


focused  Hercules  on  lucrative  spe- 
cialty chemicals  operations,  unload- 
ing assets  like  its  aerospace  unit, 
sold  this  year  for  $439  million  in 
cash  and  stock.  Results  speak  for 
themselves:  Hercules'  return  on 
equity  quadrupled,  to  21%,  in  the 
four  years  through  1994,  and  its 
stock  is  up  over  400%  since  our 
story,  to  a  recent  497/s. 

What's  next?  Hercules  is  likely  to 
sell  valuable  assets,  like  its  50%  stakt 
in  food-flavorings  venture 
Tastemaker,  and  use  the  cash  to 
repurchase  more  shares,  make  new 
acquisitions  and  possibly  merge 
with  another  chemical  firm.  "There 
is  more  value  creation  to  come," 
Gossage  told  shareholders  at  their 
annual  meeting  in  April.  "I  suggest 
you  freshen  your  popcorn  and  stick 
around  for  the  next  innings." 

Rule  rules 

When  Forbes  last  looked  in  on 
U.S.  Playing  Card  Co.  (Apr.  18, 
1988),  the  firm,  whose  Bicycle,  Bee 
and  Aviator  brands  dominate  the 
playing  card  market,  had  been 
loaded  with  debt  and  pushed  into 
the  red  by  a  leveraged  buyout. 

Ronald  Rule  got  the  Cincinnati 
based  firm  quickly  back  in  the  black 
by  cutting  costs  and  improving 
quality.  Last  year  the  firm  earned  an 
estimated  $6  million  on  sales  of 
$110  million.  But  the  cardmaker's 
good  fortune  again  drew  a  slew  of 
dealmakers,  including  Forstmann 
Little.  "Nick  Forstmann  cornered 
me  in  the  office  and  said,  'Let's  go 
in  together,'  "  recalls  Rule.  "We 
said  no.  We  wanted  control." 

Rule's  $141  million  management 
buyout  hiked  debt  to  $127  million, 
4.9  times  equity.  But  even  if  his 
bids  to  increase  sales  abroad  and 
offer  children's  products  fall  short, 
U.S.  Playing  Card's  rock-solid  cash 
flow  gives  it  a  strong  hand  to  suc- 
ceed on  its  own.  -Amy  Feldman  ■ 
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The  evolution  or  wireless  technology. 
Coming  to  a  small  screen  near  you. 


At  Skylelf  a  subsidiary  or  Mtel,  we 
provide  wireless  messaging  for  more  than 
hair  or  the  Fortune  1000  companies. 

^ffe  were  first  with  nationwide  paging. 
First  witn  international  paging.  First  witn 
paging  you  can  access  from  a  computer. 

And  while  we're  tne  acknowledged  leader 
in  our  industry  —  witn  a  subscriber  base 

growing  by  nearly  75%  a  year  — 
we're  also  a  pioneer  in  tbe  field 
or  wireless  tecbnology. 

^tfe've  developed  advanced 

We  were  rirst  to 

extend  our  network  to  r  r 

Canada  and  Mexico...     information  services  tor  pagers 
like  e-mail  and  voice  mail  integration, 


rax  notification  and  our  own  voice  mail 
system,  Skylark? 

And  later  this  year,  we'll  be 
the  rirst  to  introduce  2-WiySM 
Paging,  which  will  guarantee 

. . .  and  we'll  be  rirst 
11  ii  witn  2-Way  Paging 

receipt  and  let  you  send  a  reply     and  Messaging. 
or  answer  a  question  right  from  your  pager. 

At  Skylel,  we're  bringing  more  than 
paging  to  the  small  screen,  ^e're  bringing 
you  nothing  less  than  the  future  of  wireless 
communications. 

To  see  what  Skylel  can  do  for  you,  call 
1-800-395-2552.  SkyTel.  The  Lest  ideas 
in  wireless  technology  are  invented  here. 


SI^TelA 

m  A  SuLsidiary  of  Mtel 


©  1995  SkyTel 
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Golden  again 

What  a  comeback!  Goldman, 
Sachs  &  Co.  snapped  up  29%  of  all  of 
the  domestic  equity  underwriting 
business  through  June  1 ,  more  than 
double  Merrill  Lynch's  take.  But 
this  isn't  all.  If  business  remains  good, 
Forbes  estimates  that  Wall  Street's 
last  big  private  partnership  could  be 
on  its  way  to  earning  at  least  a  billion 
bucks  this  year. 

After  a  record-smashing  $2.7 
billion  profit  in  1993,  Goldman, 
Sachs  hit  the  skids  last  year,  earn- 
ing less  than  a  quarter  of  that.  In 
1993  the  least  of  the  161  partners 
probably  grossed  $5  million;  last 
year  the  poor  guys  had  to  get  by 
with  just  a  fraction  of  that. 

Come  early  1996,  when  1995's 
bonuses  are  paid  out,  they  should  be 
doing  a  lot  better.  Still  missing  are 
the  fantastic  trading  profits  of  1993, 


The  son-in-law  also  rises 

Paul  Reichmann's  Olympia  & 
York  real  estate  empire  collapsed  a  few 
years  ago,  but  a  second-generation 
Reichmann  and  Reichmann-in-law 
are  emerging  from  the  ruins.  Paul's 
nephew  Philip  Reichmann,  37,  and 
son-in-law  Frank  Hauer,  36,  have 


Frank  Hauer  and  Philip  Reichmann 
Emerging  from  the  ruins. 
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but  both  trading  and  derivatives  are 
doing  well  again.  The  equities  divi- 
sion, headed  up  by  the  smooth-talk- 
ing David  Silfen  and  die  gritty  Roy 
Zuckerberg,  is  approaching  the  lev- 
els of  1993. 

Credit  Goldman's  global  reach. 
"Half  our  revenues  are  coming  either 
from  non-U. S.  clients  or  non-U. S. 
products,"  says  Zuckerberg.  So  far 
this  year  the  equities  division  has 
handled  the  kkr  spinoff  of  Nabisco, 
Rupert  Murdoch's  B  Sky  B  second- 
ary offering,  and  it  will  do  the  pending 
Deutsche  Telekom  IPO. 

It  seems  the  1994  shock  had  its 
benefits:  It  brought  Goldman  back  to 
earth,  and  it  slashed  operating  costs 
from  a  peak  of  $3.6  billion  in  Septem- 
ber 1994  to  $2.7  billion  now.  Busi- 
ness up,  costs  down,  partners  rolling 
in  money. 


persuaded  o&Y  creditors  to  give  man- 
agement contracts  on  a  dozen  for- 
mer O&Y  buildings  to  their  new  O&Y 
Properties  Inc.  The  second  genera- 
tion thus  manages  and  leases  12  mil- 
lion square  feet  of  office  and  shop- 
ping space  in  Canada. 

At  Toronto's  68 -story  Scotia  Pla- 
za, one  of  Paul  Reichmann's  busted 
office  buildings,  Reichmann  and 
Hauer  have  boosted  occupancy  from 
72%  to  97%.  Ditto  at  the  Exchange 
Tower,  headquarters  of  the  Toronto 
Stock  Exchange,  where  the  partners 
have  lifted  occupancy  20%,  to  more 
than  90%. 

Meanwhile,  they  continue  to  ex- 
pand, with  plans  to  buy  a  50%  stake  in 
Montreal -based  Paseo  Gestion  Im 
mobiliere  Inc.,  which  manages  1  mil- 
lion square  feet  of  properties.  Any 
plans  to  develop  real  estate  on  their 
own?  Not  yet.  The  Canadian  real 
estate  market  is  still  soft. 


The  Hatchet  strikes 

Canadian  newspaper  magnate 
Conrad  Black  is  called  the  "Hatchet" 
for  the  way  he  chops  costs  at  the 
newspapers  he  takes  over,  but  his 
hatchet  has  a  dull  blade  when  it 
comes  to  his  own  digs.  Last  year 
Black's  Canadian  holding  compa- 


Conrad  Black 
The  Hatchet 
dulls. 


ny,  American  Publishing  Co.,  spen 
$3  million  for  a  Manhattan  co-op 
not  far  from  the  fancy  shops  and  re 
taurants  on  Fifth  and  Madison  ave- 
nues. Saves  the  Blacks  the  trouble  ( 
checking  into  a  hotel  on  their  fre- 
quent visits  to  the  Big  City.  To  give 
chief  budget-squeezer,  F.  David 
Radler,  a  place  to  put  his  feet  up  afte 
ferocious  day  at  its  newly  acquired 
Chicago  Sun  Times,  American  Pub 
lishing  has  also  snapped  up  a  $1 
million  pad  in  Chicago. 
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Tasteless 

In  the  world  of  corporate  promo  * 
tional  gimmicks,  there's  tackiness, ,! 
and  then  there's  the  Loewen  Grou/ 
Inc.  Burnaby,  British  Columbia- 
based  Loewen  (sales,  $417  million  ' 
is  big  in  funeral  homes  and  would  lil 
to  nudge  its  stock  up  a  bit.  So  it 
recently  handed  out  white  plastic 
footballs  at  luncheons  held  for 
money  managers.  One  side  carries  tf 
message:  "Exercise,  Eat  Well,  Stay 
Healthy."  The  other  says:  "We  Ca 
Wait."  Apparently  the  fund  managi 
ers  were  impressed.  The  stock  price 
has  risen  nearly  $5  since  the  promc 
tion,  to  a  recent  35V4. 
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Back  in  the  game 

Money  runner  Paul  J.  Schupf  has 
had  his  ups  and  downs.  Right  nowi'  *i? 
he's  riding  high:  For  the  past  IV2 
years  Schupf  has  managed  a  portic 
of  the  Collins  Associates  funds  (as- 
sets, $1  billion).  His  $58  million  p< 
tion  was  up  71%  in  1994,  and  an- 
other 45%  so  far  this  year.  Moreov 
he  accomplished  this  with  relative! 
modest  risk.  His  average  risk  last 
year — as  measured  by  the  relative 
proportion  of  long  positions  and 
short  positions — was  around  65%, 
conservative  compared  with  his  co: 
petitors.  Many  other  hedge  fund 
operators  got  hammered  last  year. 
But  Schupf  had  a  hot  streak  once 
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efore.  From  1981  to  1987  his  Chen- 
ngo  Partners  hedge  hind  logged 
0%  compound  annual  growth  per 
ear,  only  to  be  decimated  in  the 
987  crash.  Schupf  liquidated  and 
)ined  fellow  hedge-funder  Michael 
teinhardt  until  striking  out  on  his  own 
*ain.  His  hot  showing  this  year  and 
st  traces  to  his  concentration  in  semi- 
Dnductors,  money  center  banks 
id  wireless  communications. 
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t's  the  job's  fault 

h   tockbrokers  have  discovered  the 
mericans  with  Disabilities  Act.  And 
leir  lawyers  are  cashing  in. 

alij  Take  Walter  Baumgardner,  a  law- 
r  in  St.  Claire  Shores,  Mich.  One 

full  Dung  client  is  an  ambitious  broker 
ho  was  fired  by  Prudential-Bache 
ecurities,  ostensibly  for  lack  of  pro- 
uction.  But  Baumgardner  claimed 
le  client  "suffered  a  nervous 
reakdown"  after  realizing  he'd  sold 
is  clients  some  of  those  notorious 
rudential-Bache  limited  partnership 
nits.  Says  Baumgardner:  "This 
oor  kid  was  so  devastated  that  he  in 
f.ct  ended  up  in  therapy." 
On  behalf  of  his  client,  Baum- 
ardner  is  suing  Pru-Bache.  He  says 
is  client  earned  $100,000  a  year 
ver  the  past  three  years.  If  he  had 
orked  his  expected  career  span, 
lys  Baumgardner,  "that's  $2  million 

cq  i  damages,  more  or  less." 

anas  j 

™  mother  crop  for  Tara 

here  is  YET  another  sequel  in  the 
orks  to  Margaret  Mitchell's  Gone 
Vith  the  Wind.  The  first,  Scarlett, 
ublished  in  1991,  raked  in  millions, 
)  the  Mitchell  estate,  which  owns 
le  rights,  figured  there's  more  long 
reen  to  be  grown  at  Tara.  The  es- 

J  ite  is  said  to  have  commissioned  the 
ritish  writer  Emma  Tennant, 
jaughter  of  the  aristocratic  landown- 
"  Lord  Tennant,  to  continue  the 

jj  iga.  Tennant,  author  previously  of 
austine,  will  be  well  paid  for  her 
ackwork:  $4.5  million.  <fli 
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NIGHT  AND  DAY  VIDEO  SURVEILLANCE 

Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convirt 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  us 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  t< 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
•Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  *  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  *Smoke 
Detector  TV-Cameras  •Clock  TV-Cameras  ^Picture  TV-Cameras 
•Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
•960  Hour  Time-Lapse  Recorders  *Quad  Compressors  *Multiplexers  *Monitors  *Camera  Switchers 

*Pan-Tilts  *Phone-Line  Video  Transmission  and  Reception  Systems 

AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (212)983-1654 

1-800-396-CCTV 


Improve  Your  Investing  Skills 


With  a  Time  Proven  Approach 
to  Investing  in  Stock! 


Investing  in  the  stock  of  well  managed,  growing  American  companies  can 

help  your  financial  future.  Learn  how  individuals  have  become 

successful  investors  in  American  businesses. 

For  a  free  brochure  on  "Becoming  a  Shareowner  and  the 
Advantages  of  Investing  in  Stock"  write: 

"Own  Your  Share  of  America"  -  P.O.  Box  220  Royal  Oak,  MI,  48068 
Or  Call:  (810)  583-6242,  ext.  22 
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Sell?  To  whom? 

Sir:  In  "Where  have  all 
the  bears  gone?"  (June  5) 
you  refer  to  me  as 
a  "stopped-clock  bear." 
That's  not  true.  For 
some  years  I  admitted  to 
neither  bull  nor  bear. 
I'm  a  chicken. 

In  August  1987  I  was 
roundly  razzed  for  sug- 
gesting that  the  Dow 
could  decline  35%  to  50%, 
and  160  to  200  points  in 
one  day.  After  40  years  in 
the  market,  the  only  thing 
I  know  for  sure  is  that  the 
market  always  returns  to  historic 
norms.  Those  norms,  I  hate  to  tell 
you,  are  a  long  way  down. 

I've  just  finished  reading  for  the 
third  time  Charles  MacKay's  Extraor- 
dinary Popular  Delusions  and  the 
Madness  of  Crowds,  published  in 
1841.  Nothing  much  has  changed. 
Medicare  goes  broke  in  2002  without 
major  surgery.  By  year  2013  entitle- 
ment programs  and  interest  on  the 
federal  debt  will  consume  all  federal 
tax  revenues. 

When  the  great  mutual  fund  mania 
explodes,  the  new  buzzwords  will  be 
"Sell  to  whom?" 

Obviously,  some  violent  financial 
upheaval  looms  ahead,  probably  in 
this  decade. 
-Charles  Allmon 
President 

Growth  Stock  Outlook 
Chevy  Chase,  Md. 

Computers  or  children 

Sir:  Re  "The  more,  the  merrier" 
(May  22).  Mr.  Landsburg  gets  it 
right.  Children  are  far  more  capable 
and  competent  than  computers.  No 
computer  has  ever  created  itself.  Mak- 
ing children  is  a  popular  pastime,  and 
has  additional  rewards. 
-Gabriel  Austin 
New  York,  N.T. 

Short  cuts 

Sir:  Re  "Hairdressers,  anyone?" 
(May  22).  You  state  "There  are 
currently  1  million  so-called  cosme- 
tologists who  can't  get  jobs,  yet 
200,000  new  students  enroll  in  cos- 
metology schools  every  year.  .  .  ." 
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Hair  salons  across 
the  nation  are  scream- 
ing for  stylists.  The 
Bureau  of  Labor  Sta- 
tistics says  that  "total 
employment  of  all 
cosmetologists  is  pro- 
jected to  grow  more 
rapidly  than  the  aver- 
age for  all  occupa- 
tions through  the  year 
2005." 

-Ronald  E.  Smith 
President 

American    Association 
of  Cosmetology  Schools 
Alexandria,  Va. 


What's  in  a  dollar? 

Sir:  Re  "Don't  slug  the  dollar"  (June 
5).  Replacing  the  dollar  bill  with  a 
coin  would  save  $12  billion  over  30 
years,  which  is  why  the  $1  coin  is 
included  in  the  House  Budget  Reso- 
lution. We  advocate  giving  the  public 
the  paper  alternative  of  a  $2  bill — 
much  as  you  suggest.  However, 
there's  no  room  for  $2  bills  in  cash 
register  drawers,  which  is  why  they 
didn't  catch  on  back  in  1976. 

Debit  cards,  phone  cards  and  other 
noncash  payment  systems  may  be  the 
wave  of  the  future.  But  last  year  the 
government  earned  $21  billion  in  in- 
terest on  the  wealth  stored  in  Federal 
Reserve  notes  and  coins. 
-James  C.  Benfield 
Executive  Director 
Coin  Coalition 
Washington,  D.C. 

No  pain,  no  gain 

Sir:  Re  "Diversity  hucksters"  (May 
22).  You  didn't  mention  that  Nucor  is 
one  of  the  most  successful  "Gainshar- 
ing  companies"  in  the  world!  Its  em- 
ployees are  paid  according  to  the 
good,  nondefective  product  that  they 
produce  and  are  solicited  by  a  lean 
management  for  innovative  ways  to 
do  things  better.  Productive  employ- 
ees can  earn  twice  their  normal  wage 
at  Nucor — encouraged  by  that  some- 
times forgotten  principle:  People  do 
what  they  get  rewarded  to  do. 
-Michael  D.  Pavilon 
President 

The  Gainsharitig  Institute 
Chicago,  III. 


US  West  is  best 

Sir:  Re  "You  hold  U  S  West  d<y 
and  I'll  hit  'em"  (June  5).  You  say  tl 
U  S  West  has  ignored  its  core  te 
phone  business  to  focus  on  otl 
investments.  U  S  West  invested  $1 
billion  in  its  core  phone  business 
1994.  That  represents  26%  of  c 
total  sales  of  $9  billion. 

You  infer  that  we  have  not  ma 
progress  on  past  service  issues.  \ 
have  cut  our  backlog  of  service  ore 
requests  by  more  than  half  since  1 
year's  peak.  We  have  also  improv 
our  customers'  ability  to  reach  c 
business  offices  and  repair  centers. 
-A.  Gary  Ames 

President  &  Chief  Executive  Office. 
U  S  West  Communications 
Denver,  Colo. 

The  golden  rule 

Sir:  Re  "From  sheep  to  shirt"  (M\ 
22).  Our  reasons  for  not  compromj 
ing  our  principles  are  not  because 
are  simply  old-fashioned  and  stul 
born,  but  because  we  believe  in  tre.l 
ing  our  business  associates  as  we  d 
pect  them  to  treat  us.  This  philosopl 
will  continue  to  outlast  business  fad 
trends  and  cycles. 

We  remain  dedicated  to  our  vertinl 
manufacturing  process  because  it  e| 
ables  us  to  be  unique  and  to  maintd 
our  quality  and  efficiency.  Our  verj 
cal  responsibility  continues  to  be 
advantageous  manufacturing  proce  | 
-CM.  Bishop  Jr. 
Vice  Chairman 
Pendleton  Woolen  Mills 
Portland,  Ore. 

White  lies 

Sir:  Re  "The  power  of  positive  thin 
ing"  (May  22).  Pavlovian  conditio 
ed  responses  should  not  be  confus 
with  placebo  effects.  Also,  not 
placebo  effects,  such  as  those  infl 
encing  cardiovascular  activities,  3 
mediated  via  the  immune  system.  A 
ministration  of  an  entirely  inert  su 
stance  that  produced  a  therapeu 
effect  simply  due  to  the  patient's  fii 
belief  in  its  power  to  do  so  would  ha 
been  a  true  placebo  effect. 
-Paul  J.  Rosch,  M.D.,  F.A.C.P. 
President 

The  American  Institute  of  Stress 
Tonkers,  N.T. 
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-HAPPILY,  WE    OFFER   A   TAKE-HOME    SIZE.] 

'hether  it's  industrial  size  or  a  more  personal  version,  you  always  get  full  strength  in  a  GMC  Truck, 
deed,  you'll  find  the  strength  of  the  big  Topkick  is  embodied  in  the  Sierra.  Its  body  panels  are  made  of 
Duble-galvanized  sheet  metal.  Even  its  frame  has  a  similar  C-channel  design  to  the  one  used  on  our 
jjedium  duty  trucks.  Of  course,  there's  more  to  Sierra  than  steely  functionality.  We've  added  standard 
jur-wheel  antilock  brakes,  along  with  a  driver's-side  air  bag*on  Sierra  models  below  8600  lbs.  GVWR. 

!ihd  with  Sierra's  independent  front  suspension,  you'll  get  a  smooth,  comfortable  ride  on  most  any  road. 
1st  slide  back  into  the  accommodating  new  interior,  then  pity  the  poor  souls  bouncing  around  in  lessor 
ckups.  All  in  all,  Sierra  is  everything  you'd  expect  from  a  company  with  over  90  years  of  truck  experience. 
)  if  you're  looking  for  strength,  Sierra  delivers.  Big  time.  For  more  information,  call  l-800-G]iG-TRUf  K^ 


,    logo  are  registered  trademarks  of  General  Motors  Corporation.   Buckle  up.  America! 
(>imiA.Vfft<»»*    *Always  wear  safety  belts,  even  with  air  bags. 


Sierra 
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We  Help  Keep  Companies  Operating  Here 


Your  phone  system  should  bring  money  into  your  business,  not  send  it  out. 
There  is  a  better  choice,  a  better  Source.  Over  two  decades  ago,  Source  created  an  industry  - 
refurbishment  and  resale  of  quality  telecom  equipment.  Today,  Source  is  the  leader  in  the  new  and 
remanufactured  telecom  equipment  market  because  we  offer  what  few  others  can. 

•  Source  provides  voice  and  data  products  from  over  100  manufacturers. 
•  Source  has  the  experience  to  help  you  evaluate  current  and  future  communications  strategies  and  to 

provide  fair  market  value  (FMV)  appraisals  to  help  with  your  leasing  negotiations. 
•  The  Source  Advance  Replacement  Guarantee  meets  or  exceeds  that  of  the  original  manufacturers. 

To  receive  free  information  that  will  show  you  how  Source  can  help 
move  your  telecom  operations  out  of  the  red  and  into  the  black,  call  today.  1-800-406-8705. 


SOURCE 


SOURCE  INC.    14060  Proton  Road   Dallas,  Texas  75244 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


CONGRESS,  TAKE  NOTE 

Those  who  doubt  that  properly  structured  tax  cuts  can     one  of  the  country's  weakest  overnight, 
stimulate  economic  activity  should  take  a  look  at  New  Jer-         Whitman  won  an  upset  victory  advocating  slashing 
|sey  For  the  first  time  in  years  the  Garden  State's  economy     state  personal  income  tax  rates  by  30%  over  three  years. 


Job  losses  point  to  a  stalling  national 
economy  but  Jersey  fares  better 


lis  creating  more  jobs  than  its  neigh- 
bors' or  the  nation's.  Since  Governor 
IChristine  Whitman  took  office,  job 
:reation  is  at  a  record  level.  In  fact,  in 
la  reversal  of  recent  trends  people  are 
Imoving  to  the  state  because  of  this 
robustness  (which,  ironically,  keeps  the  unemployment 
|rate  high,  since  so  many  new  people  are  seeking  work). 

Traditionally,  New  Jersey's  economy  has  led  the 
liation.  But  when  the  previous  governor  nearly  doubled 
■the  state's  income  tax  and  increased  other  levies  five 
I/ears  ago,  the  economy  dropped  like  a  stone,  becoming 

PREMATURE 

The  Clinton  Administration  and  others  are  starting 
o  trumpet  a  turnaround  in  battered  Mexico.  They  cite 
the  recent  relative  stability  of  the  dollar  vis-a-vis  the  peso 
and  the  fact  that  Mexico  went  from  having  a  substantial 
:rade  deficit  to  a  surplus. 

Sadly,  they  are  wrong.  The  Mexican  economy  continues 
co  unravel.  Countless  small  businesses  are  shuttering  their 
vvindows.  Unemployment  is  rising.  More  disheartening, 
:he  government  still  won't  stabilize  the  peso  against  the 
dollar  at  a  fixed  rate  or  within  a  narrow  band,  almost  guar- 
anteeing more  deterioration,  which,  in  turn,  will  keep  real 
merest  rates  high  and  retard  future  recovery. 

Trade  balances  are  no  indication  at  all  of  a  nation's  eco- 


Those  cuts  are  being  enacted  one 
year  ahead  of  schedule  and  are  the 
core  of  Governor  Whitman's  pro- 
growth  policies.  Yet  many  still  don't 
-The  star-Ledger  see  the  connection  between  what 
the  Governor  has  done  and  how  the 
state  is  performing,  as  this  quote  from  New  Jersey's 
largest  newspaper  underscores:  "Rutgers  economics  pro- 
fessor James  Hughes  said  the  continued  job  growth  is 
'hard  to  explain'  in  the  face  of  the  national  downturn." 

When  will  congressional  Republicans  wake  up  to  the 
critical  importance  of  enacting  progrowth  tax  reductions? 

OPTIMISM 

nomic  health.  We  had  deficits  for  100  years  as  we  boomed 
our  way  to  becoming  the  world's  leading  industrial 
power.  We  did  have  a  trade  surplus  in  the  pits  of  the  Great 
Depression,  when  unemployment  was  rampant.  Mexico 
has  a  surplus  now  because  people  can't  afford  to  buy  from 
abroad  or  at  home.  That's  weakness,  not  strength. 

The  Mexican  debacle  underscores  a  glaring  omission 
in  our  political  discourse — the  destructive  prescriptions 
the  IMF  and  our  own  economic  experts  continue  to  foist 
on  other  nations.  This  poisonous  brew  of  shock  therapy, 
higher  taxes  and  inflation-igniting  devaluations  is  a 
major  block  to  both  a  more  prosperous  U.S.  (we're  the 
world's  largest  exporting  nation)  and  world. 


SCAPEGOATING  FOREIGNERS 

The  U.S.  Commission  on  Immigration  Reform  recent-      power.  Up  to  half  of  our  Ph.D.s  in  several  critical  disci- 
y  released  recommendations  that  are  truly  bizarre.  plines  are  foreign-born.  Would  these  commissioners  have 


One  preposterous  proposal  would 
lave  us  impose  a  special  fee  on  employers 
or  each  highly  skilled,  legal  immigrant 
:hey  hired,  as  well  as  requiring  employers 
o  pay  these  workers  5%  above  the  pre- 
vailing wage.  Supposedly,  this  would  free 
obs  for  native-born  Americans.  It  would 
actually  deal  a  crippling  blow  to  our  fu- 
ure.  A  critical  reason  we're  far  ahead  of 
:he  rest  of  the  world  in  numerous  high- 
xch  arenas  is  because  of  immigrant  brain 
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Einstein:  Fodder  for  tax  collectors? 


wanted  us  to  impose  a  levy  on  Albert 
Einstein  when  he  fled  the  Nazis? 

In  an  age  when  people's  skepticism 
about  big  government  has  never  been 
higher,  the  Commission  wants  to  set  up 
a  national  computer  database,  a  project 
more  in  character  of  the  former  Soviet 
Union.  Ostensibly,  the  purpose  is  to 
have  employers  make  sure  they're  not 
hiring  illegal  aliens.  In  reality,  forgeries, 
including  the  computerized  kind,  will 
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proliferate.  Employers  who  knowingly  hire  these  illegals 
and  who  are  the  principal  culprits  will  continue  to  do  so. 
More  to  the  point,  do  we  really  want  the  government 
pooling  extensively  detailed  data  in  one  place  about  every 
American?  Talk  about  invasion  of  privacy!  You  can  bet  that 
numerous  government  agencies,  all  witii  plausible  ratio- 
nales, would  seek  access  to  this  treasure  trove  of  intimate 
information.  And  do  you  really  believe  that  all  this  infor- 
mation would  be  accurate  or  that  it  wouldn't  be  vulnera- 
ble to  being  accessed  by  computer  hackers?  This  Or- 
wellian  idea  deserves  a  quick  trip  to  the  memory  hole. 


HHMI 


The  Commission  also  proposes  ratcheting  down  legal 
migration  by  one-third.  House  Majority  Leader  Dick  Arr 
(R-Tex.)  rightly  labels  this  as  a  "misguided  attempt  to  m 
legal  immigrants  the  scapegoats  for  America's  problems.' 

Legal  immigrants  have  consistently  provided  the  L 
with  energetic  workers  and  entrepreneurs.  Yes,  there 
problems  with  immigration  today  that  need  reform,  I 
this  Commission  mostly  ignores  them.  Instead,  it  refit 
a  pessimistic,  crabby  view  of  our  future.  Such  a  pre 
diced,  timorous  attitude  is  as  misplaced  today  as  it 
been  in  our  past. 


UNLIKE  MOST  POLITICOS,  HE 

Ronald  Reagan:  The  Wisdom  and  Humor 
of  the  Great  Communicator — edited  by 
Frederick  J.  Ryan  Jr.  (Collins  Publishers, 
$17.95).  Remarkable  compilation  of  quotations 
and  photographs  of  America's  most  important 
post- World  War  II  president.  His  speeches  and 
messages  have  always  been  suffused  with  his 
principles,  his  unswerving  faith  in  America  and 
its  people.  Reagan's  sunny  temperament  is  ex- 
traordinary, given  his  less-than-easy  upbring- 


KNEW  WHERE  TO  GO  AND  HOW  TO  GET  THERE 

ing,  his  more-than-full  share  of  professic 


Ronald  Reagan 

The  Giuat  Communk  ator 


and  physical  setbacks  and  die  cynicism-gei 
ating  vicissitudes  of  political  life.  A  man  wii 
strong  core  and  an  uncanny  knack  for  gett 
things  done  politically,  Reagan  made  the  p 
idency,  which  always  gets  the  measure  o 
occupant,  almost  look  easy  One  section  i 
will  resonate  more  and  more  in  the  years  ah 
is  "We  Kept  Faith, "which  is  filled  with  re 
ences  to  the  still  sensitive  subject  of  prayer 


* 


WHO  WILL  BE  THE  SAWDEST  SEER  OF  ALL? 


Five  years  ago  we  asked  readers  to  predict  where  a  num- 
ber of  categories  would  be  at  the  end  of  the  1990s.  Who- 
ever comes  closest  will  win  $100,000.  We  thought  you 
would  be  interested  in  a  halfway  update.  The  first  col- 
umn is  where  we  were  when  the  contest  began;  the  sec- 
ond, where  these  markers  were  at  the  end  of  1994;  the 
third,  the  predictions  of  front-runner  Mark  F.  Wittnebel. 
Although  there's  a  half  decade  to  go,  several  numbers 
stand  out.  Hordes  of  credit  cards,  fax  machines  and  cellu- 
lar phones  already  exceed  what  most  contestants  foresaw 


for  five  years  from  now.  Technology  has  yet  to  lay  w; 
to  the  ranks  of  stockbrokers.  The  average  daily  NY 
volume  has  almost  doubled,  something  few  For 
readers  foresaw.  The  volatility,  fluidity  of  the  Ameri  1 i 
economy  is  demonstrated  by  the  number  of  Forbes  Sa: 
500  companies  that  are  no  longer  on  the  list. 

Let  us  hope  the  last  category  does  not  change  K 
resurgence  of  Russian  imperialism  would  not  bode  v  1 
for  international  stability. 

The  only  safe  prediction:  more  surprises. 


Category 

1989 

1994 

1999T 

Category 

1989 

1994 

1999T 

Value  of  $1 

$1 

$0.84 

$0.75 

Employed  workers 

119  mil 

123  mil 

136  mil 

Dow  Jones  industrials 

2753 

3834 

3125 

Unemployed  workers 

6.5  mil 

8.0  mil 

7.2  mil 

Average  daily  NYSE  volume 

165  mil 

291  mil 

180  mil 

Yen  per  dollar 

143.45 

99.60 

105.00 

No.  of  Forbes  Sales  500  cos 

Deutsche  marks  per  dollar 

1.70 

1.55 

1.40 

of  1989  still  on  Forbes  list 

500 

399 

385 

Rubles  per  dollar  (black  market) 

30 

5,111 

10,000  | 

Gold 

5399/oz 

$385/oz 

$350/oz 

Computers 

52.4  mil 

59.9  mil 

62.0  mil 

Oil — price  of  Saudi  light  crude 

$18.40/bbl 

$15.01/bbl 

$24.00/bbl 

First-class  stamp 

$0.25 

$0.29 

$0.35 

Oil — daily  U.S.  imports 

7.9  mil  bbl 

8.9  mil  bbl 

8.0  mil  bbl 

Credit  cards 

908  mil 

1,339  mil$ 

1,055  mi., 

Hamburger — Big  Mac 

$1.79* 

$1.95* 

$2.75 

Fax  machines 

2.8  mil 

49.6  mil 

17.0  mil 

Microwave  ovens 

70  mil* 

80  mil* 

95  mil 

Homes  with  high-definition  TV 

— 

— 

900,000 

New  home,  single  family 

$148,800 

$154,400 

$145,500 

Cellular  telephones 

3.5  mil 

24.0  mil 

22.0  mil  i 

Home  mortgage  rate — new  home 

9.76% 

7.95% 

8.00% 

Wristwatch  telephones 

1 

2 

400 

Prime  rate 

10.5% 

8.5% 

7.5% 

Registered  motor  vehicles 

189  mil* 

195  mil* 

206  mil 

30-year  Treasurys 

8.45% 

7.37% 

6.50% 

Lawyers 

725,574 

865,615 

925,000 

GNP  (actual) 

$5.2  tril 

$6.7  tril 

$8.0  tril 

Stockbrokers 

438,701 

485,548 

300,000 

GNP  (in  1989  dollars) 

$5.2  tril 
$3.0  tril 

$5.6  tril 

$6.2  tril 

Pro  baseball  teams 

26 
249  mil* 

28 

28 

National  debt 

$4.9  tril 

$4.5  tril 

U.S.  population 

261  mil* 

274  mil 

Federal  budget  surplus  (or  deficit)  ($152  bil) 

($203  bil) 

($45  bil) 

World  population 

5.2  bil* 

5.7  bil* 

5.8  bil 

U.S.  trade  surplus  (or  deficit) 

($109  bil) 

($167  bil) 

$10.5  bil 

Party  in  the  White  House 

Republican 

Democrat 

Democra 

Consumer  debt  (excl  mortgages) 

$717  bil 

$911  bil 

$800  bil 

Party  in  the  Kremlin 

Communist 

none 

Military 

Per  capita  income 

$15,186* 

$19,003* 

$20,400 

Number  of  countries  to  emerge 

Top  fed  personal  income  tax  rate 

28% 

40% 

38% 

from  present  U.S.S.R. 

— 

15 

6 

Figures  for  the  U.S.  except  where  noted.  Forbes 

to  be  the  final  judge;  no  Fo 

rbes  employees  or  their  relatives  are  el 

gible. 

*Estimate.  tFront-runner  Mark  E.  Wittnebel.  tThe  Nilson  Report's  estimate 

for  the  year  2000. 
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Your  Business  Is  Growing.  Congratulations. 
Who's  Going  To  Do  All  The  Work?  , 


ii 


You've  all  been  working 
hard.  And  it's  paying  off. 
Handsomely.  In  fact,  your 
business  is  doing  so  well,  it's 
actually  created  a  pleasant 
problem  -  you  need  more 
help.  But  you  don't  just 
want  bodies  in  offices.  You 
want  people  who  can  step 
in,  take  charge,  and  do  then- 
jobs  as  well  as  the  people 
you  already  have. 

That's  where  we  come  in. 


We're  your  staffing  partner. 
Management  Recruiters 
International,  the  nation's 
leader  in  permanent,  flexible, 
and  right-fit  staffing  solu- 
tions. With  over  600  offices 
and  3,000  recruiters,  we're 
poised  with  our  comprehen- 
sive network  to  fulfill  your 
permanent  placement  needs. 
Our  Sales  Consultants" 
division  specializes  in  sales 
professionals.    For   "infor- 


mation systems"  personnel, 
turn  to  our  CompuSearch® 
specialists.  OfficeMates  5* 
helps  you  find  administra- 
tive and  office  support 
personnel.  And  our  Manage- 
ment Recruiters*  division 
has  more  search  specialists 
for  more  industries  than 
anyone. 

You  see,  at  MRI,  we're  here 
to  help  you  grow.  Especially 
when  you're  growing. 


Sales  Consultants 

Management 
Recruiters 

CompuSearch 

OfficeMates  5 


M^l  Intelligent  Staffing  Solutions^ 


We  can  help  you 


Silicon  ^  Graphics 


C  o  nip  titer  Systems 


These  days,  a  lengthy  development  process  is  little  more 
than  a  shortcut  to  obsolescence. 

But  by  starting  the  process  as  late  as  possible,  you  can 
incorporate  the  most  current  technology  and  the  latest 
information  into  your  product  in  a  way  that's  fully  functional. 

And  the  best  way  to  do  that  is  with  Silicon  Graphics' 


computer  systems. 

Our  advanced  visualization  technology  lets  your  product 
development  groups  collaborate  to  test  features  and  make 
significant  changes  in  the  latest  stages  of  the  project. 

That  means  you  can  design  and  manufacture  a  better 
product,  and  at  lower  cost. 

And  with  a  reduced  cycle  time,  you  can  get  to  market 
sooner,  even  if  you  start  later. 

It's  just  one  example  of  how  our  computer  systems  are 
helping  improve  quality  and  reduce  time  to  market  for 
thousands  of  companies  around  the  world. 

For  more  information  about  our  workstations,  servers 
and  supercomputers,  visit  us  at  our  World  Wide  Web  site, 
http://www.sgi.com  or  call  1800  450  6054,  Dept.  SB2. 

Just  don't  wait  too  long  to  do  it. 


whats 

possible 


Other  Comments 
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The  More  Things  Change... 

TODAY  WE  HAVE  a  Democratic  admin- 
istration which  has  developed  a  mania 
for  loose  spending  and  loose  pro- 
grams. History  is  repeating  itself — 
and  the  Republican  Party  again  has 
the  opportunity  to  emerge  as  the 
champion  of  unity  and  prudence. 
-Senator  Margaret  Chase  Smith 
(R-Me.),  Declaration  of  Con- 
science, U.S.  Senate,  1950 

Face  the  Facts 

If  the  Europeans  and  the  U.S.  are  not 
themselves  willing  to  oppose  the  most 
murderous  aggression  in  Europe  since 
the  Nazis,  it  is  clear  now  that  they — and 
the  U.N. — should  get  out  of  Bosnia. 
To  continue  hiding  behind  a  hopeless 
U.N.  mission  is  no  longer  possible. 

Instead,  the  West  should  move 
rapidly  and  massively  to  arm  and  train 
the  Bosnian  Government  forces — and 
support  them  from  the  air.  When 
there  is  no  worry  about  possible  Ser- 
bian retaliation  against  peacekeepers, 
air  attacks  would  be  devastating.  And 
[Bosnian  Serb  leader]  Radovan 
Karadzic  knows  it. 

The  time  has  come  for  all  of  us  to 
face  the  fact  that  Unprofor  cannot 
stop  the  slaughter.  Those  with  an 
abiding  interest  in  the  peace  of 
Europe  and  its  freedom  from  reli- 
gious murder — NATO  members 
above  all — then  have  an  obligation 


either  to  intervene  more  effectively  or 
to  get  out  of  the  way  and  help  Bosnia 
fight  the  aggressors. 
-Anthony  Lewis,  New  York  Times 


Let  it  never  be  said  of  this  genera- 
tion of  Americans  that  we  became 
so  obsessed  with  failure  that  we 
refused  to  take  risks  that  could 
further  the  cause  of  peace  and 
freedom  in  the  world. 
-Ronald  Reagan,  in  Ronald  Rea- 
gan: The  Wisdom  and  Humor 
of  The  Great  Communicator, 
edited  by  Frederick  J.  Ryan  Jr. 

Melting  Pot's  Merits 

The  EFFORT  TO  scale  back  legal  immi- 
gration emerges,  in  part,  from  a  zero- 
sum  view  of  the  world,  a  view  that  sees 
each  additional  person  reducing  other 
people's  share  of  the  nation's  goods. 

But  a  nation's  wealth  is  not  fixed. 
During  the  1980s,  America's  real 
GNP  expanded  by  30%,  real  produc- 
tion increased  by  $1  trillion  (the 
equivalent  of  adding  16  states),  and 
total  employment  increased  by  19 
million,  all  while  immigration  went 
up  by  7.3  million.  European  coun- 
tries with  restrictionist  immigration 
policies  could  boast  of  no  such  gains 
in  the  1980s  and  to  this  day  these 
other  nations  lack  America's  entre- 
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preneurial  and  cultural  dynamism. 
-Stuart  Anderson,  policy 

director,  Alexis  de  Tocqueville 

Institution,  The  Hill 
*  *  * 

Though  the  crisis  of  illegal  immigrl 
tion  is  alarming,  a  federally  controlld 
national  worker  registry  will  do  little 
combat  [the  problem].  It  makes  littj 
sense  to  create  a  new  bureaucracy 
monitor  all  working  citizens  for  the  sail 
of  conn-olling  the  1.5%  of  illegal  won 
ing  immigrants.  More  prudent,  effel 
tive  ways  of  controlling  illegal  immigrl 
tion  include  strengthening  our  bord  I 
patrols;  expediting  the  deportation  pnj 
cess — particularly  for  illegal  imml 
grants  convicted  of  a  crime;  and  r{ 
forming  the  bloated  INS  bureaucracj 
-William  Bennett  and 
Jack  Kemp,  Empower  America 

Greater  Than  Thou 

The  U.S.  Justice  Department  argul 
it  has  the  right  to  water  down  the  etll 
ical  rules  for  its  attorneys  and  that  til 
supremacy  of  federal  law  over  state  laj 
protects  its  attorneys  from  interfere™ 
when  they  violate  the  legal  standani 
imposed  by  states.  In  other  words,  tlj 
federal  prosecutor  can  fight  dirty  : 
court,  but  the  defendant's  attorney 
bound  by  strict  ethical  norms. 

It  is  clear  the  struggle  is  betwee] 
proponents  of  big  government  anj 
[those]  of  federalism.  If  Senate  Rtl 
publicans  really  believe  in  the  federal 
ism  on  which  they  based  their  baj 
anced  budget  plan,  they  will  delet 
their  crime  bill  provision  that  mak<| 
federal  prosecutors  a  special  class  tfr  | 
is  unaccountable  under  the  ethic 
standards  that  govern  legal  conduc  | 
-Paul  Craig  Roberts, 
Washington  Times 

Not  Impressed 

Abraham  Lincoln  attended  his  fir 
ball  in  Springfield  because  he  wishe 
to  see  Mary  Todd.  "Miss  Todd,"  I 
said,  "I  should  like  to  dance  with  yo 
the  worst  way.  "Afterward  Mary  tol 
a  friend:  "He  certainly  did!" 
-Presidential  Anecdotes, 
by  Paul  F.  Boller  Jr. 
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RENOWNED  STOCK  PICKER 

MR/O  j.  GAtilU 

HAS  SELECTED  THE  GUARDIAN  INVESTOR 
VARIABLE  ANNUITY  FOR  THE  EXCLUSIVE  NEW 


GABELLl  CAPITAL 
ASSET  FUND 


airman  and  Chief  Investment  Officer 
Gabelli  Funds,  Inc. 


"Value  investing  for  long-term  needs  such  as  retirement, 
combined  with  the  tax- deferred  earnings  of  a  variable 
annuity,  is  a  dynamic  investment  choice.  Working  with 
The  Guardian  Insurance  &  Annuity  Company  offers  synergy. 
You  can't  beat  its  record  -  high  ratings  for  financial  strength 
time  and  time  again*  The  Guardian  Investor  annuity  pro- 
vides the  environment  that  lets  me  trade  stocks  with  the 
advantage  of  deferring  taxes  on  any  gains.  The  combination 
of  our  investment  expertise  and  The  Guardian's  leadership 
makes  a  winning  team!" 

Available  EXCLUSIVELY  Through  The  Guardian  Investor 
The  Gabelli  Capital  Asset  Fund  is  advised  by 

Gabelli  Funds,  Inc.,  led  by  investment  manager  Mario  J. 
Gabelli,  CFA,  its  Chairman  and  Chief  Investment  Officer  - 
and  it's  being  offered  in  a  tax- deferred  annuity  exclusively 
through  The  Guardian  Investor.** 

For  building  a  nest  egg  or  supplementing  your  retirement 
The  Guardian  Investor  variable  annuity  offers: 

•  Tax-deferred  growth  and  accumulation. 

•  Tax-free  transfers  among  investment  options. 

•  Tax-favored  annuity  income  options.*** 

•  Guaranteed  pre-retirement  death  benefit  -  only  a  portion 
of  which  is  subject  to  income  tax. 

•  Choice  of  six  investment  options  out  of  a  field  often  alternatives. 

Call  1-800-221-3253  now  for  free  prospectuses  for 
The  Gabelli  Capital  Asset  Fund  and  The  Guardian  Investor 
variable  annuity  which  contain  more  complete  information 
including  fees  and  expenses.  Read  them  carefully  before 
investing  or  sending  money;  since  share  values  can  rise  as 
well  as  fall,  an  investor  may  not  get  back  the  amount 
originally  invested. 

w  TheGuardiair 

The  Intelligent  Choice 
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*  As  of  March  3 1 .  1 995. The  Guardian  Insurance  &  Annuity  Company  (GIACV  which  issues 

The  Guardian  Investor  variable  annuity,  and  its  parent  Guardian  Life,  are  top  rated  by  four 

independent  rating  agencies:  Moody's  Investors  Service  (Aaa),  Standard  &  Poor's  (AAA).  Duff 

&  Phelps  (AAA)  and  AM.  Best  (A++).  Although  these  ratings  do  not  apply  to  the  underlying 

variable  investment  options  which  are  subject  to  the  risks  of  investing  in  securities.  GIACs 

triple-A  ratings  reflect  its  ability  to  meet  its  guarantee  of  the  contract's  Fixed-Rate  Option  and 

pre-retirement  death  benefits. 

**The  Guardian  Investor  variable  annurty  is  issued  by  The  Guardian  Insurance  &  Annuity  Company. 

a  wholly  owned  subsidiary  ofThe  Guardian  Life,  and  is  offered  through  Guardian  Investor  Services 

Corporation®  (GISC). 

***  Current  tax  law  requires  that  an  additional  10%  tax  be  imposed  on  the  taxable  portion  of 

certain  withdrawals  from  a  deferred  annuity  when  the  owner  is  less  than  age  59  'A. 

©  1 995  The  Guardian  Life  Insurance  Company  of  Amenca.  20 1  Park  Avenue  South,  New  York,  NY  1 0003 


For  a  brochure  call  1-800-950-243* 


Even  in  the  caring, 

sharing  '90s,  you  can  still  use 

a  little  personal  space. 


After  all  the  time  you've  spent  raising  your  sensitivity  to  the  needs  of 
others,  you  could  probably  use  some  time  for  yourself.  Fortunately, 
the  all  new  Monte  Carlo  is  here.  It's  a  very  personal  space,  designed 
for  a  very  personal  fit.  It's  a  place  where  the  only  relationship  that 
matters  is  the  one  between  your  driving  instincts  and  a  car  engi- 
neered to  follow  them  unerringly.  Where  you  can  relax  undisturbed 
in  the  comfort  of  an  ergonomically  designed  driver's  seat,  within  an 
impeccably  designed  cabin.  Of  course,  you  could  decide  to  share  all 
this  with  someone  special.  But  that's  completely  up  to  you. 

he  New  Monte  Carlo 

Genuine    Chevrolet" 


m 


The  Chevrolet  Emblem  and  Monte  Carlo  are  registered  trademarks  of  the  GM  Corp.  ©1994  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America!  ffl 
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The  new  Mita  AF-IOOO  is  four  machines  in  one.  It  has  more  capabilities  than  any  multi-function  machine  in  its  ^^^ 
class.   It's  a  whole  office  in  two  squi        feet.   To  learn  more  call   l-800-ABC-MITA.   The  limes  demand  Mita.  WKKM 

Available  only  in  selected  areas. 


Commentary 

3ii  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


BOSNIA— AN  AMERICAN  AND  WORLD  TRAGEDY 


The  criminal  folly  of  Western  nonpolicy  in  Bosnia  con- 
inues  unabated.  Serbia  and  the  Bosnian  Serbs  continual- 
y  break,  their  promises  of  ceasefires  and  the  preservation 
)f  "safe  areas"  by  shelling  civilian  targets  and  by  killing 
ind  kidnapping  soldiers  of  the  U.N.'s  absurdly  named 
'peacekeepers."  This  23,000  member  group  (from  32 
lations)  under  full  U.N.  command  cannot  do  anything 
inJess  the  U.N.— totally  incapable  of  conducting  any  kind 
)f  military  operation — allows  it.  Recently,  this  torturous- 
y  long  process  resulted  in  U.N.  authorization  of  NATO 

inprick  air  attacks  to  punish  the  Serbs,  who  promptly 
etaliated  by  kidnapping  some  370  U.N.  soldiers,  chain- 
lg  them  to  possible  NATO  targets. 

Response  to  these  continuing  outrages  was  bizarre  in 
he  extreme:  Britain,  after  expressing  the  usual  warnings, 
lispatched  several  thousand  more  troops  to  "reinforce" 
he  3,000  or  so  lightly  armed  British  forces  who  have  no 
(nission  and  are  already  in  grave  peril  in  a  vicious  combat 
one.  France  said  it  would  also  send  new  troops  who 

ould  be  told  to  keep  supply  lines  and  escape  routes 
open.  If  that  is  truly  their  assignment,  it  is  already  a  hope- 

ss  one  if  the  heavily  armed  Serbs  decide  to  oppose  it. 

President  Clinton,  who  had  earlier  offered  to  send 
^.5,000  U.S.  troops,  wavered,  as  usual,  saying  (a)  we 
Ifjvould  help;  (b)  he  was  inclined  to  help  but  only  to 
econfigure  the  U.N.  forces;  (c)  we  could  only  do  that 
n  an  emergency;  and  (d)  he  wants  to  "make  absolutely 
lear  that  our  policy  on  Bosnia  remains  firm" — the  only 
eally  funny  statement  in  the  whole  sorry  mess. 

U.N.  Mission:  The  Stuff  of  Madness 

The  French  say  the  U.N.  mission  is  to  "help  separate 
he  combatants";  the  British  say  the  main  aim  is  to  secure 
he  release  of  hostages  taken  because  the  U.N.  is  not  per- 
nitted  to  fight;  the  U.N.  says  the  new  troops,  to  be  called 
"rapid-reaction  force,"  will  stay  under  U.N.  command 
vith  no  combat  mandate.  This  appeases  the  Russians,  who 
lave  demanded  that  none  of  the  troops,  new  or  old,  have 
ny  effective  role. 

U.N.  troops  have  accomplished  absolutely  nothing 
>ecause  they  cannot  use  force  to  hold  the  Serbs  to  their 
•romises.  If  the  Serbs  permit,  U.N.  forces  can  escort  a 
ood  convoy  to  feed  hungry  people.  This  is  the  sort  of 
hing  that  the  Salvation  Army  or  Red  Cross  should  do. 
■M    Why  even  consider  reinforcing  such  a  useless  effort  with 
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more  soldiers?  Because  Western  governments  continue  to 
delude  themselves  (and,  worse,  their  soldiers)  with  the 
nonsense  that  there  is  a  mission.  The  U.N.  command,  by 
insisting  on  doing  nothing  to  hurt  the  Serbs,  is  helping 
them,  because  the  Serbs  know  there  will  be  no  effective 
response  or  deterrent  to  their  continued  brutal  aggression. 
The  U.N.  forces  are  in  small,  widely  scattered,  unconnect- 
ed pockets,  deployed  in  a  totally  nonmilitary  manner.  But 
Mr.  Clinton  says  not  to  worry  because  our  troops  will  be 
there  only  briefly  to  help  with  an  emergency  evacuation — 
during  which  many  could  be  killed.  Shades  of  Somalia. 

Meanwhile,  we  continue  to  punish  the  victim  by  refus- 
ing to  lift  the  arms  embargo  against  Bosnia. 

What  Other  Follies  Are  Under  Way? 

■  We  are  negotiating  with  Serbian  President  Slobodan  Milo- 
sevic, offering  him  increasingly  favorable  terms  if  only  he  will 
promise  to  recognize  Bosnia  and  if  he  will  ask  the  Bosnian 
Serbs  not  to  be  so  beastly  to  the  parts  of  Bosnia  under  their 
control.  Of  course,  Milosevic  wants  more,  including  the  lift- 
ing of  all  sanctions  against  Serbia,  an  infusion  of  foreign  aid 
and  the  right  to  an  unlimited  supply  of  gas  and  oil.  He  also 
wants  Mr.  Boutros-Ghali,  not  the  Security  Council,  to  decide 
whether  Serbia  is  keeping  its  word — understandable  as 
Boutros-Ghali  has  a  long  record  of  pro-Serbian  actions. 

■  We  futilely  hope  that  Russia  will  exert  pressure  on  the 
Serbs,  having  traditionally  been  allied  with  them.  We  there- 
fore try  to  placate  Russia  by  excessively  praising  its  signing 
of  the  empty  "Partnership  for  Peace."  Praise,  despite  Russia's 
veto  of  earlier  resolutions  condemning  Serbian  ethnic  cleans- 
ing and  despite  Russia's  continuing  brutality  in  Chechnya. 

Solutions 

■  Declare  U.N.  peacekeeping  the  complete  failure  that  it 
is,  withdraw  the  troops,  and  institute  U.N.  procedures  to 
oust  Boutros-Ghali  as  soon  as  possible. 

■  Lift  the  arms  embargo  against  Bosnia. 

■  Decide  either  to  let  Bosnia  and  Serbia  fight  out  their  war 
or  to  intervene  with  sufficient  air  power  under  NATO  to 
destroy  Serbia's  capability  of  continued  attacks  on  civilian 
targets  and  to  prevent  its  aggression  from  succeeding. 

■  Terminate  negotiations  whose  sole  purpose  seems  to  be 
to  get  an  agreement — any  agreement — no  matter  how 
bad  it  is  for  U.S.  interests.  In  short,  keep  Jimmy  Carter 
under  lock  and  key.  •• 
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The  Fidelity  Investor  Series,  Helping  You  Be  A  Better  Investor:  "Keep\  \ 

Why  It's  So 
Long-Tferm  Invest 


"At  Fidelity  Investments, 
we  believe  that  taking  a 
long-term  view  is  much 
more  effective  than  trying 
to  time  the  market" 


We  Understand 
The  Challenge. 


Short-Term  Performance  Is  Hard  To  Predict... 


30.55 


STOCKS 


BONDS 
19.3  1B.24 


CASH 
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updates  by  Roger  C.  Ibbotson  and  Rex  A.  Sinquefield).  Used  with  permission.  All  rights  reserved.  Long-ti 
government  bonds  represented  by  the  Salomon  Brothers  Long-Term  Government  Bond  Index,  common  st< 
measured  by  the  S&P  500  (a  registered  trademark  of  Standard  &  Poor's  Corporation)  and  cash  as  measw    ** 
30-day  Treasury  bills.  The  indices  are  unmanaged  and  include  dividend  reinvestment  tor  the  S&P  500.  Ni<    ' 
ed  to  imply  past  or  future  performance  of  any  Fidelity  fund.  Share  price  and  return  will  vary. 
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No  one  wants  to  lose  money  in  the  short  term. 
That's  why  so  many  investors  adopt  a  "cut  my  losses" 
strategy  when  markets  turn.  You  know  stock  prices 
rise  and  fall,  you  know  you  need  to  ride  out  down- 
turns, but  despite  your  best  long-term  intentions,  it's 
simply  human  nature  to  seek  out  the  safety  and  com- 
fort of  more  stable  short-term  investments  when 
volatility  works  against  you. 

At  Fidelity,  our  many  years  of 
active,  daily  involvement  in  domestic 
and  foreign  markets  has  reinforced 
one  of  l  westing's  fundamental  tru- 
isms —  that  the  best  investment 
strategies  most  often  have  a  long- 
term  focus.  Taking  control  of  your 
investments  is  crucial  to  developing 
and  staying  with  a  sound  long-term  plan. 


in 


Some  Effective  Tools 
To  Stay  On  Track. 

At  Fidelity,  we  believe  that  with  the  right  tools  and  | 
information,  you'll  be  in  a  good  position  to  make :  1 1] 
investment  decisions.  That's  why  we  produce  publiji  g, 
tions  like  Fidelity  Focus,  which  contains  useful  >  ^ 
investor  information,  timely  and  topical  comment;  j  ^ 
and  expert  investing  perspective.  You  can  also  takt I  ^ 
advantage  of  a  number  of  specialized  guides  we'vej  ^ 
created,  including  Fidelity  FundMatch SM  and 
PortfolioMatch,SM  that  can  help  you  develop  or  r<  i 
your  own  long-term  plan  based  on  your  goals  and ' 
objectives.  If  you've  been  relying  on  someone  whc  i 
ply  doesn't  know  your  needs  as  well  as  you  do,  we 
give  you  tools  that  can  help  you  take  back  control 
your  personal  investing. 


2b 

For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
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t  Over  Time,  Stocks  Tend  To  Outperform  Other  Investments 


Historical  Average 
Annual  Returns 
1925-1994 


Best  15- Year 
Average  Annual 
Return 


i|  Worst  15-Year 
Average  Annual 
Return 


STOCKS 


10.19% 


18.24% 

(period  ended 
1956) 


0.64% 

(period  ended 
1943) 


BONDS 


4.83% 


11.68% 

(period  ended 

1993) 


0.40% 

(period  ended 
1969) 


CASH 


3.69% 


8.32% 

(period  ended 

1991) 


0.22% 

(period  ended 

1938) 
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-,i9li  lendar  Year.  This  chart  represents  the  historical  annual  returns  lor  various  asset  classes  for  the  holding 
si  Nc  1925—1994,  as  well  as  the  best  and  worst  average  annual  returns  tor  each  asset  class  over  a  15-year 
i  period.  Source:  see  chart  at  left. 
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75  Investor  Centers  nationwide,  Fidelity 
also  gives  you  24-hour  telephone 
access  to  fund  performance  and  other 
data  through  representatives  who  are 
dedicated  to  responding  to  your  financial 
needs,  or  through  our  new  location, 
httpyAvww.fid-inv.com  on  the  Internet. 
Past  performance  is  no  guarantee  of 
future  results  and  you  may  have  a  gain  or 
loss  when  you  sell  your  shares. 


Maybe  It's  Time 
To  Switch. 


Can  Help. 

:r  your  financial  goal  is  a  quality  retirement 
,  college  tuition  or  a  second  home,  Fidelity  can 
>u  become  a  better  investor.  When  you  come  in 
lelity  Investor  Center,  one  of  our  knowledgeable 
entatives,  working  with  powerful  proprietary 
ation  software,  can  help  you  calculate  your  long- 
tifeeds  and  create  hypothetical  "what  if"  scenarios 
the  potential  effects  of  inflation  and  taxes  on 
Kvebvestments  over  time.  In  addition  to  more  than 


If  you  feel  that  you're 
not  getting  everything 
you  need  from  your  current  finan- 
cial services  company,  maybe  it's 
time  to  switch  to  Fidelity.  A  good 
way  to  start  is  to  visit  a  Fidelity 
Investor  Center.  Another  good 
way  is  to  request  our  new  free 
guide  Managing  Risk  In  Your 
Portfolio,  for  a  look  at  strate- 
gies for  dealing  with  volatility  today. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3925 


Fidelity 


Investments 


Fidelity  Distributors  Corporation.  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  St.,  Boston,  MA  021 10.  Member  NYSE,  SIPC. 
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As  housing  and  exports  go 


•  •  • 


Falling  from 
1.987  to  1992,  net 
apital  flows  out 
F  Japan  are  rising, 
lutflow  hit  $120 
pillion  in  1994,  sig- 
naling economic 
veakness. 


Most  economists  seem  to  believe  the  present 
sharp  slowdown  will  be  only  temporary — and 
that  if  it  does  turn  into  something  more  seri- 
ous, the  Federal  Reserve  will  cut  rates  to  prevent 
a  recession. 

David  Seiders  isn't  betting  a  dime  on  either 
proposition.  "All  it  takes  [for  a  sharp  contraction] 
is  one  or  two  factors  to  weaken  more  than 
expected,"  says  Seiders,  who  is  chief  economist  of 
the  National  Association  of  Home  Builders. 

Housing  is  a  case  in  point,  he  says.  Thanks  to 
the  effects  of  the  rate  hikes  earlier  this  year,  the 
inventory  of  unsold  new  houses  was  still  growing 
through  April.  Smaller  builders  are  paying  10%  to 
1 1%  to  carry  that  inventory,  and  many  could  be  in 
financial  difficulties  later  this  year,  Seiders  warns. 
Housing  starts  for  single -family  homes  were 
983,000,  annualized,  in  April  (latest  figures  avail- 
able), down  from  1.25  million  in  December. 

Including  sales  of  appliances  and  other 
housing-related  consumer  durables,  housing  in- 
dustry activity  plays  a  major  role  in  the  overall 
economic  health  of  the  nation,  especially  at  eco- 
nomic turning  points.  Housing  contributed  at 
least  a  quarter  of  the  economic  growth  in  the 
early  part  of  this  recovery,  for  instance.  If  it 
turns  sour  now,  watch  out  below. 

Watch  out  for  weakness  in  U.S.  exports. 
Boosted  by  a  weaker  dollar,  U.S.  goods  exports 

Exogenous  shock  watchers 

As  this  economic  cycle  (it  began  in  1991 ) 
gets  old,  the  talk  among  some  Washington 
economists  is  that  a  contraction,  when  it 
comes,  will  be  caused  by  an  external  shock. 

Of  particular  interest  to  the  exogenous 
shock  watchers  is  Japan.  They  fear  that  Japan's 
looming  financial  crisis  may  send  the  Japanese 
economy  spiraling,  creating  huge  problems  for 
Japan's  trading  partners  and  severe  turbulence 


Voting  with  their  feet 

12-month  moving  total  ($billions) 


Direct  investment  flows 


Lending  flows 


Portfolio  flows 


Total  capital  flows 
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Source:  The  International  Bank  Credit  Analyst 
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grew  at  an  annual  rate  of  15%  in  the  six  months 
through  March.  But  the  economies  of  key  U.S. 
trading  partners  are  lurching  along.  Canada's 
GDP  has  been  falling.  Mexico  is  in  a  slump. 

Japan  is  suffering  from  a  strong  yen  (see 
below).  The  Organization  for  Economic  Coop- 
eration &  Development  had  until  recently 
been  predicting  a  recovery  in  Japanese  growth, 
to  2.6%  in  1995,  but  that  forecast  has  been 
halved  to  1.3%.  This  will  doubtless  have  an  ad- 
verse effect  on  other  East  Asian  economies.  As 
for  Germany,  the  strong  man  of  the  European 
economy,  oecd  economists  have  cut  their 
growth  forecast  for  1996  from  3%  to  2.5%-3%. 

Meanwhile,  U.S.  consumers  continue  to 
borrow  at  record  levels,  especially  on  their  credit 
cards.  Note  that  personal  income  statistics 
( showing  over  7%  growth  in  the  early  part  of  this 
year)  were  distorted  way  up  by  lump-sum, 
profit-related  bonuses  paid,  in  particular,  to 
autoworkers.  So  don't  look  to  consumers  to 
spend  the  economy's  way  out  of  a  crunch. 

If  the  economy  falters,  won't  the  Fed  step  in 
with  easier  money?  Probably  not.  Higher  on  its 
agenda  than  preventing  a  recession  is  preventing 
the  relatively  modest  uptick  in  inflation  anticipated 
for  later  this  year  from  igniting  into  something 
more  serious.  Indeed,  the  Fed  has  been  squeez- 
ing bank  reserves  rather  hard  in  recent  months. 


in  the  foreign  exchange  markets. 

Japan  is,  of  course,  already  the  sick  man  of 
Asia.  Industrial  production  is  up  by  6%  since  mid- 
1994,  but  still  well  below  1990  levels.  Unem- 
ployment is  up  to  3.2%  (high  for  Japan).  Accord- 
ing to  a  Warburg  index,  average  hours  worked 
have  declined  by  6%  or  so  in  the  last  three  years. 

A  clear  indicator  of  strain  is  the  net  outflow 
of  money  leaving  Japan  (see  chart).  The  largest 
element  in  the  outflow  is  portfolio  invest- 
ment, the  bulk  of  which  is  going  to  the  U.S.  But 
as  Japanese  companies  struggle  to  cope  with 
the  impact  of  the  high  yen  on  their  production 
costs,  Japan's  direct  manufacturing  invest- 
ment, much  of  which  is  going  into  East  Asian 
countries,  is  also  on  the  rise.  Japan's  total 
foreign  direct  investment,  which  declined  from 
$44  billion  in  1989  to  $13.7  billion  in  1993, 
rose  32%  in  1994,  to  $18.2  billion.  Shigeki 
Tejirna,  a  senior  economist  with  Japan's  Ex- 
port-Import Bank,  reports  a  near  doubling  of 
Japanese  companies  planning  to  invest  abroad 
over  the  coming  three  years. 

When  so  many  Japanese  bosses  and  inves- 
tors are  voting  with  their  financial  feet,  the  rest 
of  us  would  do  well  to  pay  attention.  BB 
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Vhat  other 
elecommunications 
ompany  has 
uch  a  good  stake 
i  the  future? 


Deutsche  Telekom  was  among 
the  frontrunners  when  it  came 
to  investing  in  the  information 
highways  to  the  future.  Our 
commitment  created  the  most 
closely-knit  fiber-optics  and 
biggest  ISDN  network  in  the 
world,  giving  us  a  keener  com- 
petitive edge.  As  stock  corpo- 
ration we  can  now  open  up 
even  more  promising  horizons 
for  our  customers  in  Europe 
and  throughout  the  world. 


At  the  beginning  ot  this  year, 
Europe's  biggest  telecommu- 
nications player,  Deutsche 
Telekom,  made  the  move  from 
public  to  stock  corporation. 


Deutsche  Telekom  now  a  stock  corporation. 

This  move  opens  up  a  world  of  opportunity. 
It  not  only  allows  us  greater  freedom  to  forge 
ahead  with  technological  innovation  even  faster 
and  more  effectively  in  the  service  of  our 
customers.  It  also  lets  us  turn  progress  born 
of  the  information  age  to  the  advantage  of 
society  as  a  whole. 

As  a  world  leader  in  this  market,  Deutsche 
Telekom  has  already  added  new  dimensions  to 
the  key  technology  of  the  future  with 
telecommunications  made  in  Germany. 
With  our  universally  accepted  standards 
and  top-performance  infrastructures,  we  are 
building  a  solid  foundation  for  putting  the 
multimedia  information  society  on  the  map. 

Deutsche  Telekom  at  the  cutting-edge  of 
tomorrow's  technologies. 

We  were  one  of  the  first  to  recognize  the  power 
of  high-speed  telecommunications  in  sharpen- 
ing a  company's  competitive  edge.  So  when  it 
came  to  investing  in  tomorrow's  technologies, 
we  didn't  think  twice. Germany  boasts  Europe's 
largest  satellite  capacity.  With  some  90,000  km, 
we  operate  the  most  closely-woven  fiber-optics 
network  in  the  world. 

Our  cable  network,  the  most  extensively 
developed,  has  the  capability  to  connect  20 
million  households.  And  our  virtually  seamless 
ISDN  network  also  offers  the  most  connections 
worldwide:  Via  multimedia  PC  no  fewer  than 
90%  of  all  business  clients  in  Germany  can 
hook  up  to  it  today,  securing  their  place  in  the 
information  society  of  the  future.  One  thing's  for 
sure  -  our  timely  investments  in  the  information 
highways  have  paid  dividends.  Today,  we  hold 
an  attractive  stake  in  the  future. 

You  can  share  in  our  success. 

Get  to  know  our  products  and  services  honed 
to  your  special  needs  and  you'll  get  to  feel  the 
cutting-edge  of  tomorrow's  technology.  Come 
join  the  fast  lane  to  the  future. 

Europe's  No.  1  in  telecommunications. 


Deutsche 
Telekom 
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Congress  seems  to  be  faltering 
on  tort  reform.  Every  congressman 
should  read  about  John  O'Quinn. 

A  Texas 

gunslinger 


By  Christopher  Palmeri 

Enter  the  downtown  Houston  law 
offices  of  O'Quinn,  Kerensky,  McAn- 
inch  &  Laminack.  First  thing  you 
stand  face-to-face  with  is  a  Reming- 
ton bronze  of  four  cowboys,  their 
Colts  blazing. 

It's  an  appropriate  metaphor  for 
John  Maurice  O'Quinn,  the  personal 
injury  lawyer  who  blasted  Dow  Cor- 
ning Corp.  into  bankruptcy  and 
opens  fire  next  month  at  Dow  Chemi- 
cal Co.  in  a  Texas  courtroom. 

Gleefully,  O'Quinn  says  of  the 
forthcoming  trial:  "It  will  take  O.J. 
[Simpson]  off  the  air." 

Dow  Corning,  a  technologically 
advanced  joint  venture  between  Dow 
Chemical  and  Corning  Inc.,  once 
made  silicone  breast  implants.  As 
many  as  1  million  women  purchased 
implants  made  by  Dow  Corning  and 
other  manufacturers  over  the  course 
of  30  years  to  enlarge  their  breasts  or, 
in  the  case  of  mastectomy  patients,  to 
reconstruct  rhem.  No  scientific  study 
has  definitively  linked  implants  to  a 
disease,  even  though  lawsuits  claim 
the  implants  have  produced  a  number 
of  illnesses  like  lupus,  scleroderma 
and  various  neurological  disorders. 
But  what  science  beliews  and  how 
juries  dispose  are  quite  different 
matters. 

In  a  splendid  demonstration  of  cor- 
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porate  cowardice,  Dow  Corning  sur- 
rendered and  thrashed  out  a  settle- 
ment. Dow  Corning  and  other  manu- 
facturers would  agree  to  pay  to 
implant  recipients  $4.2  billion  over  a 
period  of  30  years.  Dow  Coming's  $2 
billion  share,  half  of  it  paid  by  insur- 
ers, would  have  crippled  the  company 
but  not  killed  it. 

But  John  O'Quinn  thought  he 
could  get  more.  He  persuaded  most 
of  his  clients  not  to  participate  in  the 
settlement.  Faced  with  endless  litiga- 
tion and  unpredictable  juries, 
Dow  Corning  filed  Chapter  11  in 
mid-May. 

In  stymieing  Dow  Coming's  ef- 
forts to  settle  the  matter,  O'Quinn 
knew  exactly  what  he  was  doing:  go- 
ing after  deeper  pockets.  Dow  Chem- 
ical owns  50%  of  Dow  Corning  and  is 
much  richer.  No  doubt  from  the  start 
O'Quinn  had  his  gun  trained  not  on 
$2.2  billion  (sales)  Dow  Corning  but 
on  $20  billion  (sales)  Dow  Chemical. 
He  recently  asked  the  court  to  sepa- 
rate Dow  Corning  from  his  next  suit 
so  he  could  continue  to  sue  Dow 
Chemical. 

"Dow  [Chemical]  has  two  choi- 
ces," says  O'Quinn,  grinning.  "They 
can  settle  with  these  women,  or  they 
can  go  to  trial.  Our  average  verdict  is 
$10  million.  If  they  screw  with  us, 


they  are  liable  to  get  the  avera 
verdict.  If  they  want  to  settle,  they  i 
probably  going  to  pay  less.  But  we  i 
going  to  make  them  pay." 

What  kind  of  settlement  do 
O'Quinn  have  in  mind?  He  still  repr 
sents  2,000  women.  At  $10  millii 
each,  that  would  come  to  $20  billic 

Such  tough  and  shrewd  tact 
have  already  made  the  53-year-c| 
O'Quinn  a  centimillionaire.  His  thr 
largest  awards — against  Monsanto 
1986,  Tenneco  in  1988  and  Amo 
in  1993— totaled  $1.1  billic 
O'Quinn  also  won  the  largest  e\ 
wrongful  death  verdict  in  the  death 
an  animal,  $8.5  million  for  a  prize  bi 
named  Superman. 

For  lawyer-entrepreneurs  li 
O'Quinn,  the  courtroom  is  only  t 
finish  line  in  a  complex  and  cle\ 
marketing  strategy.  O'Quinn  spott 
the  opportunities  in  silicone  bre; 
implants  as  early  as  1988,  when 
woman  interested  in  suing  her  doct  | 
walked  into  his  office.  But  first  I 
needed  more  clients. 

O'Quinn  brought  on  board  an  i    L 
tractive  former  state  legislator  narm   lnK 
Patricia  Hill.  Hill  had  won  a  lot 
goodwill   among  Texas  women   1 
sponsoring  a  bill  that  required  insu 
ance  companies  to  pay  for  mamm 
grams.  O'Quinn  then  hired  a  pub 
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Nations  firm.  The  PR  people  placed 

to  [ill  and  a  representative  of  an  anti- 

nplant  group  called  the  Command 

rust   Network   on   local   television 

anihows,  where  they  talked  about  the 

naiB  angers  of  breast  implants  and  gave 

ut  an  800  number  to  call  for  a  free 

en  frochure.  The  800  number  fed  direct- 

into  O'Quinn's  office;  the  brochure 

in  tferred  women  seeking  legal  counsel 

ib  )  the  O'Quinn  firm.  O'Quinn's  peo- 
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pie,  in  connection  with  another  firm, 
even  took  out  an  advertisement  in  a 
local  newspaper  announcing:  "Are 
dream  breasts  to  die  for?" 

Like  a  lot  of  plaintiff  attorneys,  O'- 
Quinn has  a  connection  with  a  Ralph 
Nader  front  called  Public  Citizen. 
Nader's  followers  run  clearinghouses 
for  information  about  breast  implants 
and  other  supposedly  defective  prod- 
ucts. The  Naderites  charge  lawyers 


Houston  personal  injury  lawyer 
John  Maurice  O'Quinn 
Having  fought  disbarment  a 
few  years  ago,  he  is  today  one 
wealthy  ambulance  chaser. 


$750  for  a  litigation  kit  containing 
documents  related  to  implants.  They 
also  helped  generate  publicity  about 
the  alleged  perils  of  implants. 
And  guess  what?  If  anyone  asks, 
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Breast-implant  litigation 


John  O'Quinn 
and  the 
Magnificent 
Seven 


In  the  late  1980s  the 
State  Bar  of  Texas  charged 
John  O'Quinn  with  pay- 
ing "runners"  to  solicit 
business  from  accident 
victims.  In  an  affidavit  filed 
in  connection  with  the 
disbarment  proceedings, 
O'Quinn's  former  part- 
ner, William  Fred  Hagans, 
described  how  O'Quinn 
paid  runners,  acquired  in- 
terests in  cases  from  other 
lawyers  and  even  offered  to 
loan  money  to  an  injured 
man  in  exchange  for  the 
right  to  handle  his  case. 

Hagans  also  said  he  be- 
lieved O'Quinn  went  to 
Florida  to  meet  another 
lawyer  who  had  surrepti- 
tiously obtained  a  list  of 
U.S.  soldiers  killed  in  the 
big  air  crash  in  New- 


foundland in  1985. 
O'Quinn  denied  all  this. 

To  fight  the  three - 
year-long  disbarment  pro- 
ceedings, O'Quinn  hired 
seven  of  the  best  lawyers  in 
Texas — the  "Magnifi- 
cent Seven,"  O'Quinn 
called  them.  In  1989 
O'Quinn  got  off  with  a 
slap  on  the  wrist,  $38,000 
in  court  costs,  two  years' 
probation  and  100  hours 
of  community  service. 

"I  don't  know  why 
O'Quinn  does  the  things 
he  does,"  says  Tim  Wilson, 
a  Houston  private  inves- 
tigator hired  to  dig  up  dirt 
on  O'Quinn  for  the  dis- 
barment proceedings.  "I 
think  he  just  likes  the 
edge." 


Public  Citizen  will  provide  a  referral 
list  of  lawyers  who  have  bought  its 
kits.  O'Quinn's  firm  is  on  the  list.  This 
is  just  one  of  the  many  ways  the 
Naderites  serve  the  trial  lawyers  and 
vice  versa  (Forbes,  Sept  17,  1990). 

O'Quinn's  partner  and  point  man 
on  breast  implants,  Richard  Lamin- 
ack,  says  that  he  didn't  get  any  cases 
directly  from  Public  Citizen.  He  says 
70%  of  the  firm's  cases  came  from 
other  lawyers,  many  of  whom  could 
not  support  the  cost  of  trying  such  big 
cases  on  contingency.  If  O'Quinn 
wins,  the  original  attorney  gets  a  split 
of  the  take. 

This  practice  of  taking  cases  from 
other  lawyers  is,  of  course,  a  way  of 
strengthening  O'Quinn's  hand.  The 
more  cases  he  controls,  the  more  le- 
verage O'Quinn  has  to  negotiate  big- 
ger settlements  with  manufacturers. 
Says  partner  Laminack:  "There's  no 
secret  that  from  our  standpoint  the 
worst  thing  that  could  have  happened 
once  this  got  really  big  was  to  have  a  lot 
of  lawyers  handling  these  cases  that 
didn't  know  what  they  were  doing." 

O'Quinn  has  even  picked  up  a  mar- 
keting gimmick  long  used  by  financial 
planners.  He  and  his  partners  sponsor 
and  appear  at  symposiums.  Like  the 
television  appearances  f  his  associate 
Patricia  Hill,  these  events  help  get  the 
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firm's  name  out  in  front  of  interested 
parties. 

By  last  year  O'Quinn's  silicone  im- 
plant caseload  had  shot  from  1  to 
2,500.  But  before  he  could  start  set- 
tling cases  en  masse,  O'Quinn  needed 
to  establish  a  base  price. 

O'Quinn's  first  two  targets  were 
implant  manufacturers  Bristol-Myers 
Squibb  and  3M.  These  were  strong 
cases  for  O'Quinn.  Both  companies 
had  bought  their  way  into  the  implant 
business,  and  O'Quinn  was  able  to 
show  in  trial  that  they  had  not  done 
basic  research. 

"O'Quinn  says  he's  the  next 
Joe  Jamail,"  says  Jamail,  the 
lawyer  who  took  Texaco  for 
$3  billion.  "I'm  flattered." 


O'Quinn  had  been  an  early  convert 
to  what  is  loosely  called  trial  psycholo- 
gy. Research  convinced  him  that  from 
his  point  of  view  blue-collar  males  are 
ideal  jurors  in  implant  cases  because 
they  feel  guilty  about  the  pressure  they 
often  put  on  women  to  build  up  their 
breasts.  Upper-middle-class  women 
are  no  good  on  the  jury  because  they 
are  likely  to  have  considered  implants 


and  rejected  them.  Nor  are  people  I 
business  management:  too  likely  to  I 
sympathetic  to  business. 

O'Quinn  has  cultivated  a  manrj 
that  appeals  to  his  ideal  jurors.  II 
carefully  avoids  fancy  words  and  ;j 
fects  a  Joe  Six  Pack  manner.  "ll 
could  probably  say  'polydimethyl  | 
loxane'  [the  main  ingredient  in  ill 
plants]  in  his  sleep,"  says  Richal 
Josephson,  an  attorney  who  repil 
sented  Dow  Chemical  at  O'Quinil 
most  recent  trial.  "But  in  the  cou  I 
room  he  kept  calling  it  'that  stuff.'  I 

No  surprise,  then,  that  O'Quiil 
won  big  in  his  first  two  silicone  it  I 
plant  trials:  $25  million  on  behalf  I 
one  woman  in  a  jury  verdict  agairj 
Bristol-Myers  in  1992,  and  $44  ml 
lion  on  behalf  of  three  women  inl 
1994  case  against  3M  and  anotbl 
manufacturer,  McGhan  Medkl 
Corp.  These  jury  verdicts  sort  of  se  I 
price:  $15  million  to  $25  million  p:l 
person.  In  each  case  the  defendarl 
later  settled  rather  than  appeal. 

With  these  skirmishes  successful 
O'Quinn  moved  against  Dow  Ccl 
ning.  For  this  battle  he  chose  to  try  t  J 
case  of  Gladys  Laas,  a  57-year-old  dl 
abled  nurse  who  got  her  implants  I 
years  ago  after  a  double  mastectonl 
The  Laas  case  was  tried  in  conjunctiJ 
with  that  of  Dr.  Jennifer  Ladner,  repil 
sented  by  another  attorney. 

In    the     three-month-long    tri 
O'Quinn  brought  out  a  long  line 
Mrs.  Laas'  friends  and  family  to  test; 
as  to  how  much  this  happy  person  hi!  si 
changed  in  the  years  since  her  ii<  ttu 
plants  ruptured.  This  culminated  wi I  sd that 
Mrs.   Laas'   own   tearful   testimori  sr 
The  latter  was,  cleverly,  delivered  da1  Win 
before  Christmas. 

Evidence  for  damage?  Recent  t!  toe 
search  from  such  places  as  Harva*  bis  an 
University  and  the  Mayo  Clinic  su1  'fa 
gests  that  there  is  no  link  betwe< '  ost 
breast  implants  and  diseases  like  lup  for  ill 
and  other  connective -tissue  disc1  ifcresc 
ders.  O'Quinn  handled  that  by  args  utntlv 
ing  that  this  research  was  bought  ai  I  doct' 
paid  for  by  Dow  Corning.  In  fact, 
least  half  of  the  studies  Dow  Cornii 
introduced  hadn't  been  paid  for 
the  company. 

Of  course,  O'Quinn  had  his  ov 
scientists.  One  was  David  Burns, 
rheumatologist  with  his  own  practi 
in  Houston.  Burns  testified  that  M 
Laas  had  a  neurological  disorder  b 
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use  of  her  implants. 
In  the  course  of  the  trial  it  turned 
,iit  that  Dr.   Burns  had  benefited 
lancially  from  O'Quinn.  He  testi- 
i  ?d  that  his  income  had  tripled  in  the 
two  years  and  that  80%  of  his 
•east-implant  patients  are  referred 
O'Quinn  and  other  lawyers.  Also 
teresting  is  that  90%  of  Burns'  pa- 
ints are  diagnosed  with  some  form 
F  disease  allegedly  associated  with 
east  implants. 
For  all  this  science,  O'Quinn  had 
iderestimated  the  jurors.  They  ap- 
•giU-ently  didn't  give  much  credence  to 
s  doctors.   The  jury  found  Dow 
orning  and  Dow  Chemical  innocent 
'fraud  and  negligence,  and  said  the 
[iplants  were  not  defective. 
But  still  O'Quinn  got  what  he  real- 
wanted:  The  jury  found  Dow  Cor- 
ng  guilty  in  the  case  of  Gladys  Laas 
'misrepresenting  the  product's  safe- 
,  of  not  adequately  testing  the  prod- 
:,  and  of  failing  to  disclose  informa- 
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tion  about  the  product.  For  that  the 
jurors  awarded  Mrs.  Laas  and  her 
husband  $5.2  million. 

Much  to  O'Quinn's  delight,  the 
jurors  assigned  20%  of  the  damages  to 
Dow  Chemical.  The  judge  later  threw 
that  part  of  the  verdict  out,  because 
the  jury  hadn't  found  that  Dow 
Chemical  and  Dow  Corning  had  act- 
ed in  concert.  But  the  judge  let  the 
award  against  Dow  Corning  stand. 

O'Quinn's  partner  Rick  Laminack 
says  that  the  firm  has  invested  $10 
million  in  breast  implant  litigation  so 
far,  for  marketing  and  for  legal  costs. 
But  that  money  has  long  since  been 
recaptured.  Laminack  says  the  firm 
has  already  settled  200  breast  cases 
out  of  court  for  more  than  $1  million 
each.  That  means  that  at  their  stan- 
dard 40%  fee,  O'Quinn  and  company 
grossed  a  minimum  of  $80  million  on 
these  cases.  Then  there  are  the  300 
cases  they  have  settled  for  less  than  $1 
million  and  the  2,000  cases  that  they 


Iprbesa  July  3,  1995 


Richard  Laminack, 
O'Quinn's  partner 
and  chief  assistant  on 
the  breast-implant 
litigation 

Laminack  poses 
in  the  firm's 
fake  courtroom, 
where  the  lawyers 
coach  their 
witnesses. 
Nearby  is  "the 
breast  room," 
with  eight 
refrigerators 
packed  with  tissue 
samples  and 
surgically 
removed 
implants. 


still  have  pending. 

To  burnish  his  image  (see  box,  p. 
44),  O'Quinn  is  spreading  his  money 
around  the  part  of  the  world  that  has 
been  so  good  to  him.  He  gave 
$80,000  for  a  new  community  center 
in  Wharton  County,  Tex.,  the  county 
where  he  won  his  largest  award, 
against  Tenneco.  O'Quinn  donated 
$4  million  to  his  alma  mater,  the 
University  of  Houston,  which  named 
its  law  library  after  him. 

For  any  American  business  person 
the  shadow  of  the  Pennzoil-Texaco 
case  is  a  frightening  one.  It  forced  a 
$34 -billion  company  into  bankruptcy 
and  cost  it  $3  billion.  Joseph  Jamail, 
the  Houston  attorney  who  took  on 
Texaco,  reportedly  took  home  $345 
million  from  that  case.  "O'Quinn 
says  he's  the  next  Joe  Jamail,"  says 
Jamail.  "I'm  flattered."  But  Jamail 
may  yet  see  his  legal  fee  record  shat- 
tered. Long  live  John,  the  new  king  of 
the  torts.  9M 
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Overlooked  in  the  brouhaha  over  who  will  occupy  the 
corner  office  at  MCA  is  one  essential  point:  In  buying  the 
entertainment  outfit,  Seagram  got  a  darned  good  deal. 

What  Matsushita 
left  on  the  table 


By  Rita  Koselka  and  Randall  Lane 

Over  600  Seagram  shareholders 
packed  into  Montreal's  Sheraton  in 
May  for  the  company's  annual  meet 
ing.  One  topic  dominated:  Seagram's 
deal  to  buy  80%  of  entertainment 
conglomerate  MCA  for  $5.7  billion. 
Despite  the  free  booze,  many  share- 
holders were  not  in  a  cele- 
bratory mood.  "You're 
taking  us  on  a  voyage,  a  very 
turbulent  voyage,"  an  old- 
er investor  admonished  the 
board,  his  voice  choked 
with  emotion.  A  money 
manager  who  controls  over 
800,000  Seagram  shares 
launched  a  six-minute  dia- 
tribe, demanding  Seagram 
be  broken  into  separate 
companies — movies  on  one 
hand,  liquor  on  the  other. 

Not  one  shareholder 
rose  to  defend  the  MCA  deal 
and  its  author,  Seagram 
Chief  Executive  Edgar 
Bronfman  Jr.,  40. 

All  of  which  shows  that 
most  shareholders  don't  do 
their  homework.  Seagram 
got  itself  a  very  good  deal 
(see  chart,  opposite). 

mca  is  probably  worth 
about  $2  billion  more  than 
its  imputed  $7.1  billion  val- 
ue, based  on  what  Bronf- 
man paid  Matsushita  Elec- 
tric Industrial  for  80%.  Giv- 
en reasonably  competent 
management,  MCA  could 
within  five  years  be  worth 
well  over  twice  what  Bronf- 
man paid  for  it. 

Start  by  examining  the 
purchase  on  a  cash  flow  ba- 
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sis:  Last  year  mca's  cash  flow  (defined 
as  earnings  before  interest,  taxes,  de- 
preciation and  amortization)  totaled 
$533  million,  including  $200  million 
from  the  music  division.  That's  13 
times  trailing  cash  flow,  which  is 
cheap  compared  with  the  20  times 


Seagram's 
He  didn't 


Edgar  Bronfman  Jr. 

steal  MCA,  but  he  made  a  great  buy. 


trailing  cash  flow  Viacom  paid 
Paramount  in  1994. 

The  music  business,  anchored 
Geffen  Records,  with  its  hands 
even'  teenage  pocket  in  America,  i 
mint.  Cash  flow  should  appro; 
$250  million  in  1995.  If  mca's  mo 
studio  can  be  brought  up  to  the  sa; 
level  of  profitability  enjoyed  by  Pa 
mount,  that  would  be  worth  anotl 
$100-million-plus  extra.  This  woi 
not  be  so  difficult:  Paramount  sco 
low  in  profitability,  compared  w 
Warner  Bros,  and  Disney. 

So,  yes,  the  cash  flow  numbers  ; 
real — low,  actually,  mca's  executr 
were,  to  some  extent,  deliberately  c 
pressing  earnings. 

How  could  they  do  this?  It's  i 
way  the  world  works.  Matsushita 
fused  to  give  management  cont 
over  how  cash  flow  was  used,  and  a 
result,  MCA  executives  often  spent  t 
dollars  their  divisions  spit  out  ratlflsici 
than  send  them  back  to 
absentee  owner  unwilling, 
invest     in     its     subsidia 
Chairman  Lew  Wasserrr 
and  President  Sidney  She^ 
berg  were   already  cash: 
out,  and  there  were  few 
ducements  to  increase  a; 
flow  or  profitability. 

Take  television.  The  te 
vision   group,   which   hi 
revenues  of  around  $T 
million  last  year,  earned 
million.  Abysmal,  consid 
ing  that  the  division  ear: 
$100  million  syndicatin 
television  library,  most 
which  had  long  ago  be 
written  off. 

Are  we  saying  the  ( 
management  deliberat 
sabotaged  Matsushita?  . 
alternative  explanati 
would  be  that  they  simj 
weren't  motivated  to  mi 
good  decisions  and  take  c 
sirable  risks. 

But  cash  flow  isn't  t 
whole  story.  What 
Forbes  has  looked  at  i 
company  asset  by  asset.  L 
film  library,  which  incluc 
all  of  the  great  films  ma 
by  Paramount  before  19^ 
is  alone  worth  at  least 
billion.  As  the  chart  sho\ 
mca  is  probably  worth 
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MCA  by  the  numbers 


Asset 


Universal  Pictures 


lGtt 


Publishing 


east 


Key  components/ 
holdings 


Library  with  over  3,600 
films:  E.T.,  Jurassic  Park, 
Psycho,  etc.  About  $400  mil- 
lion invested  in  its  current 
slate,  including  Apollo  13, 
Casper  and  Waterworld 


16,000  hours  of  program- 
ming in  the  library, 
from  [\\eA-Team  io 
The  Six-Million  Dollar  Man. 
Current  crop  includes 
Law  &  Order,  Coach 
and  Murder,  She  Wrote 

Geffen  Records,  MCA 
records.  Characterized  by 
strong,  stable  management. 
Performers  such  as  Guns  N' 
Roses  and  Aerosmith.  A  valu- 
able library:  from  Patti 
LaBelle  to  Nirvana 

Universal  Studios  Hollywood 
in  Los  Angeles  and  50%  of 
theme  park  in  Orlando,  Fla. 

Putnam  Berkley  Group, 
strong  trade  book  and 
children's  book  publisher 

50%  stakes  in  USA  cable 
network,  Sci-Fi  channel 
and  USA  Latin  America 
network 


1994 

1995 

Comments 

revenues/ 

valuation* 

cash  flow* 

($bil) 

($mil) 

$2,000/120 

$2.5 

The  film  libr 

Real  estate,  Cineplex  Odeon 
theaters  (49%  stake), 
Spencer  Gifts  retail  shops, 
interactive  TV  startup 


Estimated  total  value  1995 


In  year  2000* — 

cash  flow  value 

($mil)  ($bil) 

The  film  library  is  MCA's  most  valuable  asset —    $500  $6.0 

worth  $2  billion — and  is  key  to  any  corporate 
turnaround.  Full  utilization  requires  better  distri- 
bution. (Consider  the  way  Ted  Turner  used  the 
MGM  library  to  build  the  values  of  his  TNT 
and  Turner  Classic  Movies  cable  channels.) 
Acquiring  a  network  or  more  cable  channels 
would  help  and  would  also  benefit  the  television 
library  (see  below).  So  would  more  aggressive 
marketing  internationally. 

700/5  0.6       Huge  turnaround  potential.  The  TV  library  alone         80 

has  $100  million  in  cash  flow.  MCA  has  been 
blowing  that  money  on  one-hour  action  or  drama 
series,  while  the  market  is  demanding  half-hour 
sitcoms  and  tabloid  programs.  The  studio  should 
be  able  to  clear  10%,  in  line  with  competitors, 
while  still  generating  good  new  programming  to 
enrich  the  library. 

1,200/200  2.75     No  problems  here.  Another  bang-up  year  so  far,       450 

and  the  division  should  continue  to  grow.  Could 
make  an  acquisition.  Rumored  target:  Thorn 
EMI's  music  holdings,  which  would  make  the 
division  even  stronger. 


1.0 


5.0 


300/100  1.2       Second  park  in  Orlando  in  1996  175  2.0 

should  boost  revenues  and  cash  flow  by  25%. 
Potential  park  in  Japan  could  bring  huge 
rewards  but  is  not  included  in  our  estimates. 

250/35  0.35     Companies  already  earn  higher-than-average  43  0.4 

margins.  Not  much  room  for  improvement. 

150/30  0.8      Co-owned  with  Paramount,  the  70-million-  70  1.6 

home  USA  cable  network  has  made  money  four 
of  the  last  five  years,  and  with  advertising  rates 
up,  MCA's  50%  stake  should  take  in  a  record 
$40  million  this  year.  MCA  needs  more 
distribution  assets  like  this:  USA  pays  hundreds 
of  millions  to  its  owners  for  programming. 
The  17-million-home  Sci-Fi  channel 
is  currently  in  the  red  but  should  turn 
a  profit  at  the  20-million-home  mark. 

NA/NA  0.8      No  easy  turnarounds  here  but  some  interesting         NA 

stuff.  Real  estate  includes  the  $500  million 
Universal  CityWalk  retail  complex  in  Los 
Angeles — mediocre  at  best.  Stopping  more  MCA 
real  estate  investments  is  a  plus.  Spencer  Gifts 
has  been  rejuvenated  and  is  now  a  profitable, 
albeit  low-grade,  retail  concept  The 
1,700-screen  theater  chain  stake  is  worth  an 
easy  $100  million  and  interactive  TV  has 
long-term  potential  but  is  in  its  infancy. 

$9  billion  Potential  total  value  2000  $17.1  billion 


s  ml  fForbes  estimates.    NA:  Not  applicable.    Sources:  Forbes;  Adams  Media  Research;  Cowen  &  Co.;  Paul  Kagan  Associates;  MCA. 

cl*  I 

kibes'  analysis  of  MCA's  assets  proves  the  point:  Seagram  is  getting  its  money's  worth  right  now  and  the  potential,  given  good 
anagement  and  sound  investment,  is  almost  thrilling.  Risky,  sure.  But  Bronfman  has  a  $2  billion  advantage  built  in. 
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MCA 

billion  if  liquidated  piece  by  piece. 
That  would  put  Seagram's  80%  at 
$7.2  billion — over  20%  more  than  the 
liquor  company  paid. 

Seagram  most  certainly  did  not  buy 
a  pig  in  a  poke.  Consider  what  we'll 
call  the  Watenvorld  clause,  named  in 
honor  of  the  $175  million  Kevin 
Costner  white  elephant  that  is  cur- 
rendy  lumbering  its  way  through 
postproduction  at  Universal.  As  the 
most  expensive  movie  ever  made,  it 
needs  to  be  one  of  the  alltime  biggest 
hits  just  to  break  even.  Highly 
unlikely. 

Yet  Seagram  will  probably  make 
money  on  it.  The  Watenvorld  clause 
stipulates  that  Seagram  gets  all  the 
assets  of  mca,  debt-free,  retroactive  to 
the  first  of  this  year.  This  means  that 
money  already  spent  on  Watenvorld 
has  been  written  off;  Seagram's  only 
cost  will  be  for  printing  and  publiciz- 
ing the  film,  meaning  that  as  far  as 
Bronfman  is  concerned,  Watenvorld 
is  only  about  a  $50  million  movie,  not 
$175  million. 

And  here's  the  kicker:  By  keeping 
all  of  mca's  $3  billion  in  debt  and  20% 
of  its  equity  but  ceding  control,  Mat- 
sushita in  fact  financed  Seagram's  bid 
to  the  tune  of  $4.4  billion. 

Why  did  Matsushita  leave  so  much 
money  on  the  table?  Weren't  there 
other  bidders? 

Ronald  Perelman,  News  Corp., 
Tele-Communications,  Inc.,  Ger- 
many's Bertelsmann  Group  and  the 
Netherlands'  Philips  were  all  poten- 
tial suitors,  but  Bronfman  persuaded 
the  Japanese  to  give  him  an  exclusive 
negotiating  window.  Why?  Because 
Matsushita  was  looking  for  a  quick 
sale.  By  quickly  dumping  Seagram's 
24%  of  Du  Pont,  Bronfman  had  the 
cash  in  the  till.  Unlike  most  potential 
bidders,  he  had  no  regulatory  prob- 
lems. Had  one  of  the  potential  bid- 
ders prevailed,  there  could  have  been 
a  long  delay  while  the  bureaucrats  and 
lawyers  fussed  and  filmed. 

After  the  bankers  and  lawyers  had 
hammered  out  a  deal,  Matsushita 
President  Yoichi  Morishita  insisted 
on  going  through  it  point  by  point 
with  Bronfman  before  signing.  Over 
the  telephone  with  translators,  the 
two  went  through  the  main  points  of 
the  deal  to  seal  a  so-t  of  karmic  gende- 
men's  agreement.  Satisfied,  Morishita 
signed. 


48 


"Edgar's  personality  created  value 
for  Seagram  shareholders,"  asserts 
Brian  Finn,  cohead  of  mergers  and 
acquisitions  at  cs  First  Boston. 

But  in  the  last  analysis,  assets  are 
worth  no  more  than  what  someone 
squeezes  out  of  them.  Can  Seagram 
run  a  movie  company?  Run  it,  no,  but 
Bronfman  has  proved  himself  a  sound 
businessman.  Presumably  he  knows 
how  to  delegate.  And  with  a  couple 
billion  dollars  of  his  family's  money  at 
stake,  he  has  every  incentive  to  do  so. 
Moreover,  he  need  not  go  begging 
for  people  to  fill  the  top  slot.  The 
search  continues,  with  rumors  now 
swirling  around  celebrity  business- 
man Barry  Diller  and  Warner  Bros. 
President  Terry  Semel. 

Whoever  takes  the  helm,  you  can 

"Edgar's  personality  created 
value  for  Seagram 
shareholders,"  asserts  Brian 
Finn,  cohead  of  mergers  and 
acquisitions  at  CS  First 
Boston. 


expect  to  see  MCA  suddenly  become 
very  active  on  the  acquisition,  joint- 
venture  and  dealmaking  fronts.  Un- 
der Matsushita  the  relationship  be- 
tween parent  and  subsidiary  was 
notably  hostile.  While  other  enter- 
tainment companies  were  fast  doing 
deals,  Matsushita  steadfastly  refused 
to  let  MCA  bigwigs  make  strategic 
investments.  Viacom  bought  Para- 
mount; Time  Warner  and  Chris-Craft 
formed  a  network.  But  Matsushita 
nixed  a  deal  Wasserman  and  Shein- 
berg  brought  to  them  to  buy  CBS  in 
partnership  with  ITT. 

The  new  skipper — whatever  the 
name — can  be  expected  to  increase 
cash  flow  sharply.  A  big  key  to  upping 
profits  is  tapping  the  potential  of  the 
3,600-title  film  library,  which  trails 
only  Turner  Broadcasting  in  num- 
bers, and  in  value,  only  Disney.  Ted 
Turner  used  the  mgm  library  to  build 
the  values  of  his  TNT  and  Turner 
Classic  Movies  cable  channels.  Similar 
distribution  synergy  is  needed  at  MCA. 

A  key  opportunity:  DreamWorks 
and  the  three  Musketeers,  Spielberg, 
Geflfen  and  Katzenberg,  which  re- 
cently agreed  to  a  long-term  alliance 


with  mca.   It  shouldn't  have  b 
much  of  a  surprise,  given  the  1  jjj 
relationships   Spielberg   and   Ge 
have  had  with  the  company,  i  k 
mca's  distribution  fee  is  surely  1  X 
end.   But  it's  still  a  coup:   Bes 
prestige,  mca  gets  a  cut  of  some  n  r 
certain  movie  and  music  blockbus  r 
and  the  right  to  use  DreamW(£ 
characters  and  concepts  in  its  th<  iii 
parks  (no  small  concession,  given 
Spielberg  and  Katzenberg  recor  jj) 
The  companies  will  also  push  tl  E 
concepts  into  software,  interactive 
tertainment,    publishing    and    n 
chandising — the  kind  of  Disney- 
synergy  mca  has  been  desperate  f< 

Under  the  terms  of  the  Seagr 
Matsushita  deal,  mca  has  a  pris 
balance  sheet,  unlike  debt-laden  c(  i 
petitors  Viacom  and  Time  War 
And  the  new  parent,  Seagram,  is  r 
tively  flush,  with  $2  billion  in  cash 
$2  billion  in  Time  Warner  stock  th 
will  probably  sell  eventually. 

This  liquidity  will  certainly  com  ji 
handy.  Vertical  integration  is  becc  \ 
ing  essential  to  ensure  audiennjs 
since  competitors  like  News  Col 
Time  Warner  and  Viacom  all  ll| 
captive  distribution  systems:  TV  i 
works  or  owned  stations  or  c; 
channels.  Time  Warner  places  Wai  s 
Bros,  movies  on  HBO,  and  Wai  ° 
Bros,  shows  on  its  new  wb  broad'ls 
television  network.  With  CBS  ap]  r 
ently  for  sale,  mca  would  seem  to 
logical  buyer. 

Money  would  also  be  well  spen  « 
mca's  theme  parks.  The  state-of-i  t 
art  Universal  Studios  theme  par)  ji 
Orlando,  Fla.  has  huge  potential^ 
rides  such  as  Back  to  the  Future 
are  highly  competitive  with  Disn 
increasingly  dated  fare.  The  parks  I 
already  doing  well,  reliably  genet 
ing  $100  million  in  cash  flow  on  <  |i 
about  $300  million  in  revenues.  VI  h 
the  completion  of  a  new  park  i\" 
door  in  1996,  revenues  should  ji  i| , 
25%  and  cash  flow  slighdy  more  s 
$130  million  annually. 

But — and  this  is  the  real  boti  t 
line — was  it  smart  to  give  up  its 
Pont  stake,  a  dependable  moi 
spinner,  to  get  into  the  sexy  mi 
business?  Wasn't  that  a  dog-w 
bone  deal?  Not  really,  for  this  boi 
quite  real.  Bronfman  could,  of  cou 
drop  it.  But  no  one  can  say  he  o 
paid  for  it. 
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What's  The  Fastest  Way 

To   Get   From 

Point  A  -to-  Point  B? 


POINT    B 

Knows 

Microsoft  Office 

Lotus"  SmartSuite 


OINT    A 


nows  Windows7" 

inPoint*  is  a  new 
ind  of  teaching  tool 
iat  lets  employees 
upgrade  their  skills  on 
le  actual  Windows 
rftware  used  in  your 
ffice.  Training  is 


faster,  and  testing  is 
thorough.  With 
PinPoint,  employees 
stay  current  on  the 
latest  software  releases. 
Only  Kelly  Services® 
has  PinPoint  So  Kelly 


people  know  the  fastest 
way  to  get  from  Point 
A  to  Point  B.  They'll 
know  their  way  around 
your  office  too.  Call 
1-800-KELLY46  to 
put  PinPoint-trained 


employees  to  work  in 
your  office. 

KELLY 

SERVICES 

An  equal  opportunity  employer. 
©  1995  Kelly  Services,  Inc.  All  tights  reserved. 


II  registered  trademarks  are  the  properties  of  their  respective  owners.  *Patent  pending. 
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-Strength  Formula. 


Lincoln  Mark  VIII LSC 


Introducing 

The  290-Horsepower 

Lincoln  MarkVm  LSC. 

Because  some  people  just  can't  get  enough  of  a  good 
thing,  we  found  a  way  to  give  them  even  more. 
By  creating  the  most  responsive,  most  indulgent 
Lincoln  Mark  VIII  ever  in  an  exciting  new  luxury 
sport  coupe  edition.  A  coupe  that  anyone  who  puts 
a  premium  on  style  and  performance  would  welcome. 
Like  an  even  more  energetic  290-horsepower,  32 -valve 
V-8  engine  for  quicker  acceleration.  Monochromatic 
accents  for  added  flair.  A  taut  sport  suspension  for 
better  handling.  And  Euro  perforated  leather  seats 
for  distinctive  style. 

Moreover,  all  of  the  intelligent  technology  that 
has  been  engineered  into  this  impressive  automobile 
works  together  beautifully  under  the  InTech™  System. 
A  computer-managed  network  that  constantly  checks 
and  re-checks  powertrain,  suspension  and  chassis 
functions  to  ensure  all  systems  are  operating  at  peak 
efficiency.  And,  like  all  Lincolns,  the  engine  in  this 
new  luxury  sport  coupe  is  designed  to  go  100,000 
miles  between  scheduled  tune-ups.  Which,  in  itself, 
is  quite  a  coup. 


LINCOLN 

What    A    Luxury    Car    Should    Be 


STARTING  YOUR  OWN  BUSINESS 


Behind  most  budding  entrepreneurs  is  a  good  woman. 
In  Park  Kerr's  case,  the  woman  was  his  mother. 

Mother  knew  best 


By  Toddi  Gutner  Block 

After  attending  Texas  Christian 
University  through  1980,  Park  Kerr 
had  one  career  goal:  "I  didn't  want  to 
be  a  corporate  stiff"  wearing  a  suit." 
Beyond  that,  Kerr  was  broke,  living 
with  his  parents  in  El  Paso,  and  hadn't 
a  clue  as  to  what  he  wanted  to  do. 

With  time  on  his  hands,  Kerr  ac- 
companied a  friend  on  an  hour- long 
drive  to  the  Mesilla  Valley,  where  the 
friend  wanted  to  buy  a  chile  ristra.  A 
ristra  is  a  garland  of  hand-strung  dried 
red  chile  peppers.  They're  purchased 
for  cooking  and  as  decorative  gifts. 

During  the  trip  the  lightbulb 
flashed.  Park  figured  that  if  someone 
was  willing  to  drive  an  hour  for  a  $5 
ristra,  why  not  sell  ristras  right  in  El 
Paso?  As  a  test,  Park  bought  20  ristras 
for  $100,  and  resold  them  all  from  a 
curbside  El  Paso  stand  for  $400  with- 
in four  hours.  "I  wore  shorts,  drank 
cold  beer  and  listened  to  rock  'n' 
roll,"  says  Kerr.  "Suddenly  it  was 
clear  what  my  career  was." 

At  this  point  Kerr  got  a  strong 
shove  from  his  mother,  Norma  Kerr, 
who  was  also  looking  for  something 
to  keep  herself  busy.  She  put  up  $500 
to  rent  a  ristra-selling  booth  at  a 
Dallas  gift  show  in  July  1982.  Calling 
their  little  operation  the  El  Paso  Chile 
Co.,  the  Kerrs  wrote  $2,000  worth  of 
orders  in  one  day.  Recalls  Park  Kerr: 
"We  thought  we  were  rich." 

On  the  way  home  from  the  gift 
show,  Norma  Kerr  suggested  to  her 
son  that  they  go  into  business  togeth- 
er. "I  was  mortified,"  says  Park  Kerr, 
who's  now  36.  "How  many  sons  go 
into  business  with  their  mothers?  But 
I  had  to  be  realistic.  It  was  her  car  and 
her  money  that  launched  us." 

Next  stop:  Neiman  Marcus  and  the 
Horchow  Collection,  which  featured 
El  Paso's  chile  wreaths  on  their  cata- 
log covers.  Sales  for  1982  surged  to 
$62,000.  To  fill  the  orders  the  Kerrs 
pledged  the  company's  accounts  re- 
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ceivable  and  Norma's  personal  guar- 
antee as  collateral  for  a  $30,000  bank 
loan  and  leased  10,000  square  feet  of 
space  in  an  old  cottonseed  oil  factor)'. 
They  hired  a  dozen  workers  to  string 
chiles  into  ristras  and  wreaths. 

The  Kerrs  met  sales  commitments 
on  time  but  were  left  with  a  problem: 
The  chile-harvesting  season  lasts  only 
from  October  through  December. 

Again  Park's  mother  took  charge. 
Consulting  friends  and  one  of  her 
cookbooks,  she  developed  a  line  of 
barbecue  sauces,  mixes  and  salsa  dips, 
all  made  from  chile  peppers.  Her  tim- 
ing was  on  the  mark.  America's  pas- 
sion for  fiery  foods  was  heating  up 
(Forbes,  Apr.  27,  1992).  To  make  El 
Paso  Chile's  products  stand  out,  the 
Kerrs  came  up  with  such  memorable 
brand  names  as  Hellfire  &  Damna- 


ABOVE:  El  Paso  Chile  Co.'s  specialty  shop 
at  headquarters 

Booming  sales  of  El  Paso  Chile 
products  and  novelty  items. 

RIGHT:  Cofounders  Norma  and  Park  Kerr 
(top  row),  Sean  and  Monica  Henschel 
Management  is  a  family  affair. 


tion  hot  sauce,  Sweet  Texas  Fire  jal 
peho  honey  mustard  and  Snakebi 
Salsa.  To  give  the  jars  a  down-hom  . 
authentic  look,  the  tops  are  coven 
with  paper  and  secured  by  a  hand-tit 
piece  of  twine,  imitating  the  old  w; 
of  covering  jars  with  cheesecloth. 

El  Paso's  packaged-food  liii 
caught  on  quickly  with  departmei 
stores  and  trendy  specialty  shops 
New  York's  Dean  &  DeLuca.  In  19£ 
sales  reached  $2.6  million,  net  earii 
ings  $155,000. 
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al  Just  as  things  were  starting  to  look 
kbi  ally  good,  Park  Kerr  made  his  first 
hom  g  mistake.  Figuring  it  was  time  to 
jvaj  ing  in  some  professional  outside 

tii  anagers,  he  hired  two  El  Paso  wom- 

4 1,  one  with  accounting  experience, 
e  other  an  M.B.A.,  and  made  them 

I  sponsible  for  El  Paso  Chile's  fi- 
tiw  inces  and  day-to-day  operations. 

I  Treachery  lurked.  It  turns  out,  ac- 

19  Irding  to  the  suppliers,  that  one  of 

tii  e  women  had  a  goal  of  starting  her 

m  business  to  compete  against  El 

1?  [rbes  ■  July  3,  1995 


Paso  Chile.  She  had  approached  them 
about  her  plans  for  a  new  company. 
Other  poor  business  decisions  caused 
El  Paso  Chile's  shipments  to  go  out 
late  and  customers  to  get  the  wrong 
products.  Mass  confusion  followed. 
Sales  plunged  to  $1.3  million  be- 
tween 1989  and  1991,  when  El  Paso 
had  a  net  loss  of  $187,000. 

Topping  off  the  bad  luck,  Norma 
Kerr  fell  off  a  loading  dock  and  broke 
her  leg,  taking  her  out  of  action  for  a 
couple  of  months. 


With  the  business  headed  down  the 
tubes,  Kerr  put  in  a  distress  call  to  his 
brother-in-law,  Sean  Henschel,  then 
a  28-year-old  Los  Angeles  business 
consultant  who  was  married  to  Kerr's 
younger  sister  Monica.  Henschel 
took  a  sabbatical  from  his  $100,000- 
a-year  consulting  job  and  moved  to  El 
Paso  in  early  1992  to  help  Kerr  revive 
El  Paso  Chile,  or  liquidate  it.  To  raise 
badly  needed  cash,  Henschel  stopped 
all  product  development  and  fired 

"I  was  mortified.  How  many 
sons  go  into  business  with 
their  mothers?  But  I  had  to 
be  realistic.  It  was  her  car  and 
her  money  that  launched  us." 


nearly  half  of  the  23  employees,  in- 
cluding the  financial  outsider  (the 
other  left  on  her  own).  Norma  Kerr 
put  in  $17,000  of  her  savings;  the 
Henschels  invested  another  $24,000 
from  their  savings  and  401(k)  plans. 

By  the  end  of  1993  El  Paso  was 
back  in  the  black  and  had  a  permanent 
chief  financial  officer — Sean  Hen- 
schel, who  decided  he  enjoyed  run- 
ning a  business  more  than  consulting 
with  others  on  running  theirs.  Hen- 
schel says  El  Paso  Chile  Co.  earned 
$350,000,  pretax,  last  year  on  sales  of 
$4.7  million.  This  year  he  expects  the 
same  7%  pretax  margins  but  on  sales 
of  $6  million  to  $7  million  as  El  Paso 
Chile  has  introduced  products  sold 
through  supermarket  chains  and  air- 
port shops.  In  July  it  will  bring  out  a 
newly  acquired  line  through  Wil- 
liams-Sonoma stores  and  catalogs. 

Shaken  by  the  near  death  of  his 
company  at  the  hands  of  outsiders, 
Park  Kerr  now  relies  entirely  on  family 
to  run  El  Paso  Chile.  In  addition  to 
brother-in-law  Henschel's  handling  fi- 
nances, sister  Monica,  32,  heads  up  the 
company's  $400,000  (sales)  retail  di- 
vision. Park  works  on  marketing  and 
product  promotion,  writing  cook- 
books for  William  Morrow  and  taping 
a  weekly  three-minute  segment  on  a 
show  for  ABC  called  Let's  Get  Cooking. 

The  woman  who  got  it  all  going? 
Now  65,  Norma  Kerr  has  slowed  up  a 
bit  since  breaking  her  leg.  But  she  still 
runs  El  Paso  Chile's  shipping  and 
receiving  department.  HH 
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In  over  their  heads 
and  unaware  of  it 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist 
and  a  senior  fellow  at 
the  Hoover  Institution 
in  Stanford,  Calif. 


Last  year,  after  our  home  began  to  look  more 
and  more  like  an  unkempt  library  with  a  bed  and 
kitchen,  my  wife  decided  that  we  needed  to 
have  someone  build  extensions  to  give  us  more 
room.  However,  the  idea  of  remodeling  was 
so  appalling  that  I  decided  that  what  we  needed 
was  another  house. 

Since  the  new  place  needed  some  work  too, 
I  became  acquainted  with  carpenters,  electri- 
cians, furnace  experts,  carpet  installers  and 
painters.  At  first,  I  couldn't  see  the  need  for  all 
the  work  that  ended  up  getting  done.  The 
paint  looked  all  right  to  me,  for  example,  but  the 
painter  patiently  took  me  for  a  walk  around 
the  outside  of  the  house,  pointing  out  things 
that  ranged  from  unsightly  to  alarming. 

It  was  the  same  story  with  the  carpenters, 
the  furnace  people  and  others.  There  was  always 
ten  times  more  than  met  the  eye  the  first 
time — but  of  course  their  eyes  had  seen  such 
things  many  times  before. 

This  experience  reinforced  what  I  should 
have  known  all  along — that  even  an  educated 
person  is  ignorant  outside  a  narrow  range  of 
subjects  and  even  an  intelligent  person  is  shallow 
on  most  of  the  tilings  that  make  up  the  vast 
spectrum  of  human  activities.  Too  many  people 
fail  to  understand  this  reality,  including  many 
people  in  Washington,  the  media  and  academia. 

That  the  President  of  the  United  States  wanted 
to  take  on  such  tasks  as  settling  the  baseball  strike, 
taking  over  the  nation's  health  care  system  and 
solving  problems  that  have  plagued  the  Balkans  for 
centuries  is  one  sign  of  a  mind  which  refuses  to 
recognize  its  own  inherent  limitations.  The  mod- 
ern welfare  state  and  judicial  activism  are  monu- 
ments to  the  same  hubris — and  the  social  degen- 
eracy and  the  breakdown  of  law  and  order  which 
have  followed  are  painful  reminders  of  ancient 
warnings  about  the  consequences  of  hubris. 

If  someone  with  a  Ph.D.  can't  even  tell  if  a 
house  needs  painting,  how  are  Congressmen, 
judges  and  bureaucrats  going  to  tell  millions 
of  other  people  how  to  run  their  businesses, 
raise  their  own  children  or  do  the  thousands  of 
other  things  that  people  with  firsthand  knowl- 
e  understand  far  better  than  any  politician 
in   Washington  or  any  theorist  in  academia? 

VV:'.ile  we  often  complain  about  particular 
gove.  nment  policies  or  particular  court  deci- 
sions, often  the  more  fundamental  problem  is 


that  politicians  and  judges  tried  to  deal  with 
things  for  which  they  lacked  either  the  deptf 
of  knowledge  required  or  the  means  (or  will) 
monitor  their  mistakes  and  correct  them. 

The  sheer  volume  of  annual  legislation  on 
such  highly  disparate  things  as  military  strate 
the  labyrinthine  educational  system,  comple: 
environmental  issues,  racial  crosscurrents  am 
multitrillion-dollar  economy  with  global  in- 
teractions, is  a  monument  to  congressional  an 
gance.  Too  often  the  results  are  a  monumen 
to  their  incompetence. 

Nowhere  are  presumptions  of  omnicompe- 
tence  more  pervasive  than  among  federal  judg 
Judge  Stanley  Sporkin's  recent  rejection  of  a 
proposed  consent  decree  between  the  Justice  I 
partment  and  the  Microsoft  Corporation  was 
another  example  of  the  kind  of  judicial  hubris  ti 
has  turned  our  legal  system  into  a  shambles. 
Nowhere  in  his  opinion  does  Judge  Sporkin  cit 

Even  an  intelligent  person  is 
shallow  on  most  of  die  things 
that  make  up  the  vast 
spectrum  of  human  activities. 


single  clear-cut  provision  of  the  law  that  Mien 
soft  is  even  alleged  to  have  violated.  Instead,  h 
declares  that  Microsoft's  practice  of  announc- 
ing in  advance  software  that  it  is  still  developing 
"terribly  bothersome  to  this  court." 

Are  we  living  under  laws  that  tell  us  in  advan 
what  we  can  and  cannot  do  or  are  we  supposed 
guess  what  will  turn  out  to  be  "bothersome"  rj 
some  judge?  The  difference  is  the  difference  bo 
tween  "a  government  of  laws  and  not  of  men" 
and  judicial  tyranny.  Judge  Sporkin's  complain 
that  Mcrosoft  is  not  behaving  as  a  "mature" 
corporation  is  more  of  the  same  kind  of  ex  post 
facto  pronouncement  from  the  bench. 

The  question  is  not  what  will  happen  to 
Microsoft,  which  can  undoubtedly  take  care 
itself.  The  question  is  what  is  happening  to  jg 
in  this  country. 

During  the  early  cenmries  of  the  Ottoman 
Empire's  conquest  of  the  Balkans,  the  Christiai 
peoples  of  that  region  became  loyal  subjects  of1 
tlie  sultan,  even  though  they  were  explicitly  sec 
ond-class  under  the  Islamic  laws  of  the  realm. 
But  at  least  they  were  living  under  law,  not  unc 
the  arbitrary  caprices  of  Christian  noblemen  wl 
had  ruled  them  before  the  Ottoman  conquest. 

Within  some  limits,  even  bad  law,  unequal  lav 
and  unjust  law  is  preferred  to  arbitrary  rule.  Law. 
such,  has  value — a  value  blithely  thrown  away  b] 
activist  judges  who  are  busy  taking  on  the  role  o 
philosopher-king,  for  which  they  have  no  more 
qualifications  than  I  have  to  be  a  painter.  ■■ 
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the  imagination  of 

A  FIVE  YEAR  OLD. 
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Most  insurance  companies  wouldn't  care  much  for  that 
description.  Quite  to  the  contrary,  we  actually  like  it. 

We're  Unum.  We've  been  in  the  insurance  business  since 
before  the  Gold  Rush.  Back  then,  we  were  just  a  young 
company  with  an  optimistic  eye  on  the  future  and  an 
interest  in  helping  people.  Today,  we're  much  more. 

We're  the  worldwide  leader  in  long  term  disability 
insurance,  twice  the  size  of  our  nearest  competitor.  And 
we've  grown  into  a  whole  family  of  companies  that  can 
provide  seamless  coverage  for  a  wide  range  of  life's  risks. 

Youthful  wisdom  and  old-fashioned 
common  sense  have  served  us  well  for 
the  past  147 years.  Here's  to  another  14J. 

Unum 

Here's  to  a  long  life.  We  see  farther. 


Pl*  atawat,  NJ  (Ai. 


A.  Portland.  ME   (Canada  . 
r  NY)  •  First  Unum  Life  In 


tes   except   NY)   •  Colonial   Life  a  Accident    Insurance   Company.  Columbia.  SC   (All   states   except  NY)   •  CoMMBP.cn,    Life    (nsupaNCI 
(New  York  State  Only),   [20  White  Plains   Ro    Tarrytown,  NY   10591    •   Unum   Limited  ( UK).  Dorking.  England  •   Unum   Japan,  Tokyo.  Jm-an 
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tanks  to  Sprint  Business, 
Rail  Europe  increased  its  speed 
to  256  kilobits  per  second. 

Real  Problem.  Rail  Europe,  the  exclusive  sales  agent  for  most 
European  railways,  needed  a  way  to  offer  their  huge  database  of  schedule 
and  fare  information  to  travel  agents  all  over  the  world. 

Real  Solution.  Sprint  Business  put  them  on  track  with  SprintNet, 
the  world's  largest  public  data  network,  with  access  from  45  countries. 
What's  more,  with  X  .25  packet  switching  and  highly  reliable  access  at 
up  to  256kbps,  Rail  Europe  has  quickly  become  the  only  stop  for  thousands 
of  travel  agents  in  the  U.S.,  and  as  far  away  as  Japan  and  Australia. 
All  they  need  is  a  PC  and  the  price  of  a  local  call  to  book  virtually  any  train 
in  Europe  and  the  former  Soviet  Union.  24  hours  a  day. 
Sprint  Business  technology  helped  Rail  Europe. 
Let  us  help  your  business  do  more  business. 


0' 


1-800-669-4700    - 


©1995  Sprint  Communications  Company  L.P. 


Dan  Hammond  refused  to  listen  when  people  said 
mainframes  had  a  better  future  than  PCs,  which  is  why 
InterVoice  is  such  a  successful  company  today. 

Young  man 


in  a  hurry 


By  Toddi  Gutner  Block 

If  you  want  to  move  money  from 
your  bank  savings  account  to  your 
checking  account,  you  might  choose 
to  do  it  by  phone.  A  technology 
known  as  ivr  (for  interactive  voice 


response)  uses  recorded  voice  to  lead 
you  through  the  process,  telling  you 
what  your  balances  are  and  how  to 
transfer  your  money  using  your 
voice,    a    telephone    keypad    or    a 


personal  computer  keyboard. 

The  $800  million  market  for  1 1 
systems  is  highly  fragmented,  wj 
some  150  players  in  North  Ameri  H 
But  one  stands  head  and  should' 
above  the  crowd:  Dallas- based  Int 
Voice,  Inc.,  a  repeat  member 
Forbes'  200  Best  Small  Companies 
America  annual  listings.  Last  year  ". 
terVoice  ranked  157th  on  the  1 
with  earnings  of  $13  million  (80  ce: 
a  share)  on  sales  of  $76  million.  Re- 
nues  this  year  are  likely  to  hit  $ 
million,  according  to  Herbert  Ting 
First  Albany  analyst.  That  gives  Int 
Voice  about  9%  of  the  ivr  mark 
With  its  stock  recently  trading  at  li 
a  share,  InterVoice's  market  cap  c 
rently  exceeds  $230  million. 

InterVoice's   chief  executive   a)  it) 
cofounder  is  an  energetic  young  el 
trical  engineer  named  Daniel  Ha.! 
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Daniel  Hammoni 
cofounder  and  c 
executive  officer 
of  InterVoice 
"I'm  never 
satisfied  wile: 
I'm  living  a  litt 
bit  on  the  edg« 
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nond.  While  a  student  at 

if  he  University  of  Central 

lorida,   Hammond,   now 

)cn|t3,  worked  at  a  computer 

uldi  erminal    design    firm    30 

Ioti  lours  a  week,  yet  complet- 
ed his  engineering  degree 
n  just  three  years. 

After      graduating      in 
.973,  he  worked  briefly  at 

ceijwo  computer  design  com- 
panies but  itched  to  start  his 

:  Sl  >wn  business.   "I  knew  I 
vanted  to  find  a  new  tech- 
lology   and    build    some- 
hing,"  he  says. 
In      1982      Hammond 

ipc|eamed  up  with  a  38 -year  - 
>ld  software  engineer  and 
a  nathematician  named  Mi- 
hael    Tessarowicz.    They 

Hajilid  some  work  for  a  compa- 
ly  that  used  automatic  dial- 
rs  and  voice  recordings  to 
ihone  customers  for  bill 
ollection. 

The  company  gave 
iammond  and  Tes- 
arowicz  the  job  of  digitiz- 
ag  the  tape-recorded 
oices  and  storing  the  in- 
ormation  on  disks.  That's 
/hen  Hammond  and  Tes- 
arowicz  got  the  idea  of  ■■■■ 
•uilding  the  hardware  and 
oftware  for  an  interactive  voice  re- 
ponse  system  based  on  personal 
omputers.  The  partners  invested 
bout  $50,000  in  savings  to  develop 
heir  ivr  product. 
It's  difficult  to  remember  now  what 
daring  step  it  was  in  the  early  1980s 
o  build  a  business  around  personal 
omputers.  PCs  were  generally  viewed 
s  not  much  more  than  good  word 
rocessors.  Computing's  future  lay  in 
nainframes  by  IBM  and  minis  by 
Vang.  Recalls  Hammond:  "We  took 
lot  of  criticism  for  our  decision,  but  I 
elieved  in  the  [pc]  technology." 
The  following  year,  1983,  Ham- 
lond  and  Tessarowicz  landed  Inter- 
( 'bice's  first  contract  to  design  an  ivr 
i  heck  authorization  system  with  their 
ew  technology  for  Southland's 
-Eleven  stores— 4,000  stores  in  38 
ities.    InterVoice's   system   enabled 

un|Jtore  clerks  to  call  into  the  ivr  system, 
itj/hich  connected  to  Southland's  data- 
ase  of  people  who  had  written  bad 
hecks  in  the  past.  The  ivr  system 
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InterVoice's  hardware  manufacturing  facility  in  Dallas 

Mixing  high  technology  and  precision  to  make  voice  boards. 


prompted  the  clerk  to  punch  in  the 
customer's  driver's  license  number  to 
see  if  the  customer  was  on  the  list. 
Hammond  estimates  that  his  system 
cost  Southland  about  2  cents  a  check, 
versus  10  cents  a  check  for  the  outside 
service  most  retailers  then  used. 

By  1985  Hammond  and  Tes- 
sarowicz could  see  they  needed  out- 
side resources  to  fund  InterVoice's 
growth,  and  decided  to  take  the  com- 
pany public.  But  sales  were  just  $1.2 
million  and  earnings  just  $220,000, 
too  small  for  the  likes  of  big  under- 
writers. So  the  partners  hooked  up 
with  penny- stock  operator  D.H.  Blair 
&  Co.,  which  sold  40%  of  InterVoice 
to  the  public  for  $4  million. 

D.H.  Blair,  known  for  peddling 
low-grade  stocks,  did  well  with  Inter- 
Voice.  Today  that  40%  stake  would  be 
worth  nearly  $80  million. 

The  capital,  used  to  develop  new 
ivr  products  and  sign  more  accounts, 
arrived  at  just  the  right  time.  Personal 
computers  were  growing  more  pow- 


erful and  cheaper,  vindicat- 
ing Hammond's  technol- 
ogy gamble,  and  banks 
were  beginning  to  use  IVR 
systems  to  cut  down  on  the 
high  cost  of  using  tele- 
phone operators. 

Union  Bank,  Shawmut 
Bank  and  Wachovia  Bank 
bought  InterVoice's  sys- 
tems. Texas  Instruments 
uses  an  InterVoice  system 
to  allow  employees  to  shift 
money  between  mutual 
funds  in  their  profit-sharing 
and  401(k)  plans.  Other 
customers  include  Fidelity 
Investments,  Aetna  and 
J.C.  Penney. 

In  1989  InterVoice 
tapped  public  investors  for 
$40  million,  which  Ham- 
mond used  to  purchase 
new  headquarters  and  to 
move  InterVoice's  prod- 
ucts from  the  DOS  operat- 
ing system  to  ibm's  OS/2 
operating  system.  OS/2 
lets  an  InterVoice  system 
run  many  tasks  at  the  same 
time  and  better  connect 
with  customers'  databases. 
Last  year  InterVoice  paid 
$8  million  cash  and  $3  mil- 
lion in  stock  for  Dallas- 
based  VoicePlex  Corp.  A  $4  million 
(sales)  company,  VoicePlex  special- 
izes in  recorded  voice  processing  sys- 
tems for  telecommunications  compa- 
nies, another  growing  market  Ham- 
mond wants  InterVoice  to  be  in. 

By  1990  Michael  Tessarowicz  had 
cashed  out,  leaving  Hammond  as  In- 
terVoice's largest  shareholder.  But 
the  trips  to  the  public  market  have 
diluted  his  holdings  to  3.2%;  his 
500,000  shares  are  currentlv  worth 
$7.4  million. 

Since  1991  InterVoice's  revenues 
have  compounded  at  43%  a  year.  That 
rate  is  already  starting  to  fall,  but 
Hammond  says  he  has  no  intention  of 
reducing  the  pressure  on  InterVoice's 
394  employees  to  keep  pushing  the 
company  to  new  heights  of  sales  and 
earnings. 

"I  have  always  had  a  rebellious 
streak,"  says  Hammond,  who  also 
plays  hard  at  siding  and  scuba  diving. 
"I'm  never  satisfied  unless  I'm  living  a 
little  bit  on  the  edge."  IB 
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POINT  OF  VIEW 


Running  on  empty 


BY  STEVE  H.HANKE 


Steve  H.  Hankeisa 
professor  of  Applied 
Economics  at 
The  Johns  Hopkins 
University  in  Baltimore. 


The  recent  economic  numbers  suggest  we 
are  in  a  recovery  that  is  running  on  empty. 
Officials  at  the  White  House  and  the  Fed  tell 
us  not  to  worry.  Indeed,  they  echo  Fed  Vice 
Chairman  Alan  Blinder's  appraisal:  "The  out- 
look for  the  next  couple  of  quarters  looks  on  the 
soft  side,  but  odds  are  definitely  against  a 
recession  and  more  toward  a  hoped-for  soft 
landing  with  blimps." 

This  rhetoric  translates  into  Blinder's  real 
GDP  growth  forecast  of  around  2.5%,  which  mir- 
rors the  1996  consensus  forecast  reported  in 
the  Financial  Times  Currency  Forecaster.  But 
wait  a  minute:  Two-and-a-half- percent 
growth  hardly  qualifies  as  a  landing  at  all.  In- 
deed, it  represents  what  the  Fed  terms  a  sus- 
tainable level  of  growth. 

So,  let's  drop  this  worn-out  cliche  about 
"landings"  and  talk  about  the  real  world.  Con- 
trary to  the  rosy  consensus,  I  fear  that  we  face 
no  growth  in  1996,  and  it  could  be  worse, 
depending  on  the  Fed's  next  moves. 

As  Dr.  David  Ranson  and  his  colleagues  at 
H.C.  Wainwright  &  Co.  Economics,  Inc.  have 
discovered,  there  is  a  tight  linkage  between 
movements  in  short-term  rates  and  subsequent 
changes  in  economic  activity.  By  focusing 
solely  on  these  linkages,  Ranson's  outfit  called 
the  1982  and  1990  recessions  a  year  in  ad- 
vance and  correctly  predicted  clear  sailing  in  the 
intervening  years.  This  is  pretty  impressive, 
particularly  since  short-term  rates  garner  scant 
attention  from  most  forecasters. 

These  studies  also  show  that  die  maximum 
impact  of  changes  in  rates  falls  about  18  months 
after  the  changes  occur.  That's  why  the  rate 
changes  can  be  used  to  predict  future  economic 
activity  well  in  advance.  We  know  that  if  interest 
rates  were  to  rise  tliis  month,  the  heaviest  impact 
on  business  would  take  place  late  in  1996. 

History  confirms  this.  Consider  the  data 
from  1954  to  the  present.  In  the  three  years  in 
which  federal  funds  rates  increased  by  more 
than  3%,  the  annual  growth  of  industrial  pro- 
duction switched  from  being  positive  to  an 
average  decline  of  3.8%  18  months  later.  By  the 
same  token,  in  the  three  years  when  federal 
funds  rates  fell  by  more  than  3%,  the  positive 
ai     Lial  growth  in  industrial  production  accel- 
erate '  sharply  to  7.8%  18  months  later. 

By  .  mtrast,  in  14  years  when  the  federal  funds 
rate  ch.  iged  by  less  than  1%,  the  annual  growth  in 
industrial  production  remained  at  relatively  high, 
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stable  levels  over  the  subsequent  24  months. 

So,  where  are  we  now?  By  January  1995  tl 
federal  fluids  rate  had  increased  by  almost  39 
from  its  1993  lows.  That  change  in  the  price 
credit  implies  that  the  economy  is  already  ru: 
ning  on  empty  and  that  annual  industrial 
growth  will  decline  by  0.5%  in  1996.  I  woulc 
not  call  this  a  soft  landing. 

That  is  not  the  end  of  the  interest  rate  stoi 
however.  In  addition  to  the  long-term  linka§ 
between  interest  rates  and  economic  activity, 
there  are  short-term,  contemporaneous  link- 
ages. These  are  counterintuitive.  As  federal 
funds  rates  increase,  the  economy  accelerates 
temporarily.  This  is  what  happened  in  1994. 
Those  who  use  credit  for  purchases  anticipat 
further  interest  rate  increases  and  accelerate 
their  borrowings  and  purchases  before  rates 
move  higher.  This  shifts  economic  activity 
from  the  future  to  the  present.  The  reverse  ho 
when  federal  funds  start  to  decline.  Purchase 
on  credit  are  deferred  as  consumers  hold  bac 
anticipating  further  interest  rate  reductions. 

These  short-term,  contemporaneous  link- 
ages suggest  that  the  Fed  should  ignore  pleas- 
lower  rates.  Such  fine  tuning  to  avoid  what's; 
already  in  store  for  1996  will  only  make  matti 

The  much-vaunted  "soft 
landing"  is  going  to  be  bumpy. 
Further  tinkering  with 
interest  rates  will  only  make 
the  situation  worse. 


worse.  But  this  advice  will  probably  be  ig- 
nored. Vice  Chairman  Blinder  is  an  avowed  f 
tuner,  and  with  elections  looming,  even 
Chairman  Alan  Greenspan  might  be  inclined 
please  the  White  House.  Indeed,  that's  what 
the  markets  think.  Interest  rate  cuts  are  alrea 
priced  into  futures  contracts. 

Alas,  the  legacy  of  Keynes  is  still  with  us. 
Most  still  believe  the  Keynesian  story  that  a 
capitalist  economy  is  inherently  unstable  and 
that  government  must  engage  in  fine  tuning 
keep  things  on  an  even  keel.  The  interest  rati 
story  contradicts  the  beliefs  of  the  economic 
meddlers.  These  ups  and  downs  in  monetary 
policy  shock  the  system,  needlessly  jolting  th 
economy,  which  is  inherently  resilient  and 
self-correcting.  Please,  fellows,  leave  interest 
rates  alone  for  a  while.  Hi 
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I  Want  Power, 
Features  And  Reliability     z-noteflex. 


I  Want  It  All. 


You  Got  It 


Power 

High-speed  processors  to  100MHz 
Large  TFT  and  passive  color  LCDs 
High-capacity  700+  MB  hard  drives 
Fast  local  bus  video  and  hard  drives 
Up  to  6  5  hours  of  battery  life* 

Features 

User-upgradable  CPU,  HDD  and  LCD 
Swappable  floppy  for  second  battery 
Lockable  modular  components 
Integrated  16-bit  audio 

Two  Type-II  PCMCIA  slots' 

Integrated  pointing  device  with  over- 
sized buttons 

FLEXDOCK™"enhanced  port  replica- 
tor with  networking  and  expansion 
capabilities 

FLEXSHOW™**  multimedia  accessory 
unit  with  double-speed  5.25"  CD-ROM 
drive 

Reliability 

PC  Tools™anti-virus  software  loaded 
24  hr-7  day  toll-free  customer  support 
3-yr  limited  warranty  (first  year  on  site) 

If  you  have  a  number  of  needs,  look 
to  the  computer  that  offers  a  num- 
ber of  solutions  Z-NOTEFLEX™  It's 
what  you  want  in  a  notebook. 

1-800-289-1322  Ext.  5180 

http://wvAv.zds.com 
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Game  theory,  long  an  intellectual  pastime, 
came  into  its  own  as  a  business  tool  last  winter. 

Playing  poker 
with  Craig  McCaw 


By  Rita  Koselka 

Game  theory  was  developed  in  the 
mid- 1940s  primarily  by  John  von 
Neumann,  the  Hungarian-born  math 
wizard  who  also  played  key  roles  in 
developing  both  the  modern  com- 
puter and  the  first  nuclear  bomb. 

Game  theory  is  the  study  of  com- 
petitive interaction;  in  plain  English, 
it  analyzes  possible  outcomes  in  situa- 
tions where  people  are  trying  to  score 
points  off  each  other,  whether  in 
bridge,  politics  or  war.  You  do  this  by 
trying  to  anticipate  the  reaction  of 
your  competitor  to  your  next  move 
and  then  factoring  that  reaction  into 
your  actual  decision.  It  teaches  people 
to  think  several  moves  ahead. 

Computers  make  game  theory  a 
practical  business  tool.  Good  decision 
makers  always  have  been  multidimen- 
sional in  their  thinking,  but  with  com- 
puters it  is  easy  to  consider  all  kinds  of 
permutations  in  the  feedback  loop.  So 
now  game  theory  is  being  used  to 
develop  business  strategy  (Forbks, 
Oct.  11,  1993).  Executives  like  Trip 
Hawkins  of  3DO  are  game  theory 
experts,  and  three  game  theorists, 
John  Nash,  John  Harsanyi  and  Rein- 
hard  Selten,  won  the  Nobel  Prize  in 
economics  in  1994.  Billionaire  Craig 
McCaw  recently  got  exposure  to 
game  theory. 

Game  theory'  took  a  big  step  tow  aid 
wider  acceptance  last  winter,  when 
the  arcane  art  was  applied  by  the 
federal  government  as  a  way  of  maxi- 
mizing its  take  from  selling  wireless 
communications  rights.  As  recently  as 
the  early  1990s,  the  federal  govern- 
ment gave  away  valuable  rights  for 
cellular  licenses.  It  made  no  sense,  and 
even  governments  learn  eventually. 

In  August  1993  Congress  autho- 
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rized  the  FCC  to  conduct  auctions  for 
about  120  megahertz  of  frequency 
for  wireless  communication  services, 
called  PCS  for  "personal  communica- 
tions services."  In  an  auction  com- 
pleted in  March,  the  FCC  split  the 
country  into  51  zones,  each  with  two 
licenses. 

But  this  was  to  be  more  than  a 
simple  auction  with  sealed  bids  and 
the  contract  to  the  highest  bidder.  All 
sides  brought  in  experts  on  game 
theory.  Stanford  economics  professor 
Paul  Milgrom  hired  on  as  a  consultant 
to   Pacific  Telesis,  the  West  Coast 

Game  theory  teaches  people 
to  think  several  moves  ahead. 
With  computers  it  has 
become  a  practical 
business  tool. 


telephone  behemoth.  Milgrom 
pointed  out  that  the  auction  would  be 
more  efficient  if  the  government  dis- 
carded standard  bidding  procedures 
and  used  game  theory  instead. 

The  bidding  would  be  open,  with 
every  bidder  seeing  what  the  others 
were  offering,  and  all  licenses  would 
be  offered  simultaneously.  After  the 
bidders  studied  one  another's  offers 
and  considered  their  alternatives, 
there  would  be  another  round.  The 
rounds  would  continue  until  there 
were  no  higher  bids.  Feedback  into 
the  bidding  situation  would  thus  be 
continual.  Players  could  change  what 
they  were  bidding  on,  switching  be- 
tween Los  Angeles  and  Chicago,  for 
example,  or  combining  licenses  to 


gain  all  the  Northeast.  The  whf 
process  is  more  like  a  Sotheby's 
auction  than  old-fashioned  biddi 
for  a  government  contract,  but  w 
this  difference:  In  an  art  auction,  y 
bid  one  piece  at  a  time;  in  this  biddi 
you  could  go  for  an  entire  collectk 

You  could  also  compare  this  ai 
tion  to  a  Monopoly  game.  If  you  o 
two  purple  streets,  a  third  one  will 
worth  a  lot  more  to  you  than  the  fi 
one  was.  In  telecommunications \ 
territory  adjoining  one  that  you 
ready  own  is  worth  a  lot  more  to  yJ 
than  one  that  is  isolated  and  s 
rounded  by  territory  controlled 
others. 

The  best  outcome  of  biddJ 
would  be  that  all  the  bidders  end ! 
with  the  optimum  combination! 
territories — everybody  would  own 
of  one  color.  Such  an  outcome 
desirable  for  the  government,  t( 
because  it  creates  the  most  efficii 
economic  distribution  while  at  l 
same  time  capturing  for  taxpayers  p 
of  the  extra  value  produced  by 
new  combination.  And  it  lets  the  m 
ketplace  decide  what  the  optimi 
combinations  are  rather  than  hi 
bureaucrats  decide. 

The  auction  rules,  moreover,  gu 
anteed  no  one  got  a  monopoly,  I 
cause  there  were  two  licenses  offe: 
in  each  zone  and  there  were  rest) 
tions  on  bidding  for  licenses  in  ar 
where  a  company  already  controlle 
cellular  license.  Successful  bidd 
would  compete  against  two  aire;  > 
existing  cellular  providers. 

In  California,  for  example,  Pac 
Telesis  owns  the  local  telephone  co 
pany,  but  spun  off  its  cellular  prop 
ties  into  AirTouch  Communicatii 
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ioly,l  1994.  AirTouch  was  therefore  not 

,ofc  owed  to  bid  on  a  California  PCS 

.rense,  but  Pacific  Telesis  could  and 

ard.  PacTel  won  the  bid.  Why?  Be- 

lk  use  with  its  existing  real  estate,  ser- 

0ce  taicks  and  other  infrastructural 

aire  sets,  it  could  expand  more  cheaply 

an  could  a  newcomer.  Thus  it  put 

U  rth  the  maximum  bid. 

a  In  preparation  for  the  bidding,  all 

prof  les  got  their  game  theory  experts 

[jicad  d  started  planning  their  strategies. 
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PacTel  set  up  a  war  room  wherein  its 
auction  team  did  competitor  analyses 
and  prepared  computer  software  to 
follow  the  bidding.  Its  team  studied 
the  debt  capacity  and  location  of  ex- 
isting cellular  licensees  and  even  the 
personal  quirks  and  needs  of  the  chief 
executives  of  other  companies:  This 
chief  executive  officer  is  very  conser- 
vative and  will  quit  if  he  can't  win  a  bid 
on  the  cheap;  that  one  is  desperate  for 
a  specific  zone  and  will  pay  whatever  it 


takes,  and  so  on. 

In  game  theory  you  learn  not  just  to 
compete  with  the  other  fellow.  You 
sometimes  cooperate  with  him  to 
avoid  situations  where  both  sides 
would  lose,  say,  by  cutting  prices  to 
gain  market  share.  This  doesn't  in- 
volve collusion,  just  common  sense. 
Why  do  it,  when  game  theory  analysis 
says  it  will  turn  around  and  bite  you? 

In   game   theoiy   "signaling"   in- 

FCC'sHundt:  "Craig 
McCaw  was  a  godsend." 
PacTel's  Daniels:  "I  can't 
repeat  the  words  we  used." 


volves  letting  competitors  know  what 
you're  going  to  do  and  what  is  impor- 
tant to  you  so  they  don't  respond 
destructively.  PacTel  signaled  furi- 
ously. "Months  before  the  auction 
began,  we  created  a  strategy  to  tell 
everyone — including  taking  out  full- 
page  ads  in  the  newspapers  of  the 
cities  where  our  major  competitors 
were  headquartered — declaring  our 
belief  that  we  had  great  cost  and 
strategic  advantages  in  California  and 
that  we  were  determined  to  win  the 
wireless  licenses  here,"  explains  Pacif- 
ic Telesis'  chief  of  wireless  services, 
Lyndon  Daniels.  What  he  was  telling 
them  was  that  no  matter  what  they 
bid  for  its  coveted  zones,  PacTel 
would  top  them,  so  would  they  please 
buzz  off.  Mostly  they  did,  because 
PacTel  would  keep  tipping  the  ante 
since  the  territory  was  more  valuable 
to  it  than  to  others. 

As  the  auction  went  on,  PacTel's 
maps  in  the  war  room  began  showing 
patterns  of  the  highest  bidders,  and 
the  patterns  gave  a  pretty  clear  picture 
of  the  various  bidders'  preferences 
and  geographic  strategies.  You  could 
see  blobs  growing  or  receding,  spill- 
ing downward  or  angling  toward 
Canada  as  the  bidding  progressed. 

Craig  McCaw  entered  the  game  as 
a  lone  player.  McCaw,  who  in  Sep- 
tember 1994  sold  his  cellular  business 
to  AT&T  for  $12  billion,  would  fre- 
quently ignore  the  signals  and  raise 
the  ante.  "Most  of  our  competitors 
got  our  message.  Only  a  few  found  it 
difficult,"  sighs  PacTel's  Daniels. 

McCaw  substantially  raised  the  cost 
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Game  theory 
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Lone  wolf  Craig  McCaw 

He  came  away  empty-handed,  but  he  had  a  ball  making  his  maverick  bids. 


of  the  Los  Angeles  license.  Until 
round  2 1 ,  PacTel  had  the  high  bid  for 
the  Los  Angeles  license  at  $3  per 
person  in  the  zone  (per  pop  in  the 
lingo),  for  a  total  bid  of  $57  million 
for  the  territory  of  19  million  people. 
Then  McCaw  tripled  the  cost  by  bid- 
ding $8.97  per  pop.  Later,  in  the 
thirtieth  round,  McCaw  raised  the 
bidding  from  $9.57  a  pop  to  $15.67. 

When  the  auction  concluded,  after 
a  total  of  1 12  rounds  and  more  than 
three  months  of  bidding  sessions, 
PacTel  had  won  licenses  throughout 
California  and  most  of  Nevada  for  a 
total  of  $696  million.  But  McCaw's 
bidding  helped  raise  PacTel's  costs  in 
Los  Angeles  by  $437  million,  or  al- 
most $23  per  pop. 

"Craig  McCaw  was  a  godsend," 
smiles  FCC  Chairman  Reed  Hundt. 
PacTel  disagreed.  "I  can't  repeat  the 
words  we  used  that  day  [about 
McCaw],"  grimaces  Daniels. 

McCaw  was  outbid  in  New  York  by 
WirelessCo,  a  consortium  of  $print 
and  some  cable  companies.  Wire- 
lessCo clearly  out  gamed  McCaw. 
Here's  how  it  did  the  job: 

To  keep  players  serious  and  show- 
ing their  intentions,  the  auction  rules 
required  bidders  to  n  lintain  a  certain 
level  of  bidding  activit  .  The  auction- 


eers didn't  want  WirelessCo,  for  ex- 
ample, to  sit  it  out  until  the  end  and 
then  post  a  surprise  bid.  So,  although 
bidders  could  switch  the  territories 
for  which  they  were  bidding  from  one 
round  to  the  next,  by  the  end  of  the 
auction  they  weren't  allowed  to  keep 
changing  the  scale  of  their  bidding.  If 
they  bid  for  territories  totaling,  say, 
50  million  inhabitants  and  then 
dropped  to  30  million  on  the  next 
round,  they  couldn't  resume  bidding 
on  50  million  again  on  later  rounds. 
But  each  company  had  five  waivers,  or 
times-out,  which  exempted  them 
from  that  rule  for  a  round. 

McCaw  and  WirelessCo  were  bid- 
ding against  each  other  for  the  li- 
censes in  both  New  York  and  San 
Francisco.  Often,  after  WirelessCo 
topped  McCaw  in  New  York,  McCaw 
would  retaliate  against  it  in  other 
cities.  But  near  the  end  of  the  auction 
both  companies  had  to  keep  bidding, 
if  not  exactly  for  those  markets  then 
for  the  same  number  of  people  in 
other  parts  of  the  country,  or  they 
would  lose  their  right  to  come  back  in 
and  win  those  markets. 

WirelessCo  frustrated  McCaw  in 
the  end  by  making  him  use  up  all  his 
waivers  before  WirelessCo  used  all  of 
its  waivers. 


McCaw  ended  up  licenseless.  Wi1 
lessCo  picked  up  145  million  po  I 
including   San   Francisco   and   Nf 
York,  for  a  total  of  $2.1  billion.  B  I 
of  course,  McCaw  had  a  grand  ti  * 
giving  ulcers  to  the  functionaries  \  j 
the  big  bidders  and  adding  hundri 
of  millions  to  the  U.S.  Treasury. 

"Craig  McCaw  thought  he 
playing  Nintendo.  He  was  having 
time  of  his  life,"  says  Sam  Ginn,  cl 
executive  of  AirTouch,  the  celhli 
company  spun  off  from  PacTel. 

Bidding  by  game  theory  does  tl  i  \ 
It  helps  establish  a  truly  econoifli. 
price.  It  turned  out  that  the  m 
prestigious  properties,  like  Los  An  i 
les  and  New  York,  did  not  comm  . 
the  highest  prices  per  pop,  as  ci  m\ 
might  expect.  A  key  variable  pro1!  h 
to  be  the  number  of  bidders  foj  sp 
market,  that  is,  the  number  who  wi  thi* 
eligible  to  bid,  and  who  thought  tl !  it 
could  make  money  there.  In  Chica  >|  t  ioi 
for  example,  five  companies  dukec  tl 
out,  with  the  winners,  PCS  PrimeCi  J 
consortium  of  Baby  Bells,  and  AT.fc" 
paying  over  $30  per  pop.   In   ll 
Angeles  the  final  price  to  Pacific  T<| 
sis  was  just  $22.41  per  pop. 

Why  the  price-per-pop  dispar 
Game  theory  again.  Bidders  wan 
to  ensure  access  to  critical  licenses 
Los  Angeles  and  used  the  theory 
avoid  destructive  behavior.  Many 
ganized  themselves  into  alliances 
prevent  a  bidding  war.  That's  v 
McCaw's  maverick  bids  were  driv 
everyone  up  the  wall. 

"The  government  could  h 
raised  a  lot  more  money  if  they  1 
not  allowed  all  these  firms  to  comb 
before  bidding,"  points  out  Yale  p 
fessor  Barry  Nalebuff.  Yes,  but 
FCC  has  other  objectives  besides  m: 
mizing  revenues.  The  Fee's  Hu 
points  out  that  the  goal  is  to  get  via 
competition  in  every  market  to  cc 
pete  with  wired  telephony  and  that 
one  would  come  in  if  they  didn't  th 
they  could  make  a  buck.  "Compai 
are  going  to  invest  between  $20 
lion  and  $30  billion  in  the  econom 
the  next  few  years  building  these  i 
terns,"  says  Hundt. 

When  the  auction  closed,  after  '. 
rounds,  the  government  had  raisec 
impressive  $7.7  billion. 

Look  for  a  boom  in  books,  uni1 
sity  courses  and  "experts"  on  ge 
theory — and  a  lot  more  auctions. 
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he  boating  business  is  coming  out  of  a 

asty  slump.  Badly  weakened  Outboard  Marine 

5  struggling  to  catch  up. 

After  the  storm 


y  Gary  Samuels 

Stl'JTER  A  FIVE-YEAR  DEPRESSION,  the 
on  leasure  powerboat  industry  is  buoy- 
1  it  again.  For  many  dealers,  sales  in 
Anihe  first  quarter  of  this  year  were  the 
rongest  since  1988,  when  the  boat 
is  otaarket  last  peaked. 

The     depression     was     especially 

foi  )ugh  on  one  of  the  biggest  outfits  in 

oi  le  business,  Outboard  Marine  Corp. 

htrtfWaukegan,  111.,  maker  of  Evinrude 

Mid  Johnson  outboard  motors  and 

hris-Craft    boats.    Strong    brands, 


these,  yet  as  business  roared  back  to 
life  last  year,  omc's  sales  inched  up 
barely  4%,  to  $1.1  billion.  Archrival 
Brunswick  Corp.'s  boat  and  engine 
sales  jumped  27%,  to  $2  billion. 

Both  companies  used  similar  strate- 
gies, but  Brunswick  did  it  well,  OMC 
badly.  Starting  in  the  mid-1980s, 
both  Brunswick  and  OMC  began  buy- 
ing boat  companies,  to  guarantee  cap- 
tive customers  for  their  engines. 
Brunswick,  producer  of  Mercury  en- 


gines, bought  the  world's  two  biggest 
pleasure  boatmakers  in  1986,  Bay- 
liner  Marine  and  Ray  Industries,  mak- 
er of  Sea  Ray  boats. 

That  left  weaker  properties  for  OMC. 
Outboard  Marine's  former  chairman, 
Charles  Strang,  and  president,  James 
Chapman,  bought  15  boatmakers  be- 
tween 1986  and  the  end  of  the  decade, 
near  the  peak  of  the  cycle. 

But  omc  management  didn't  de- 
velop a  strategy  to  manage  operations 


Outboard  Marine 
Chairman  and 
Chief  Executive 
Harry  Bowman 
"First  we've  got 
to  fix  the  family 
jewels.  I  got  the 
message  [from  the 
board]  loud  and 
clear  about  that." 
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Outboard  Marine  Corp. 


Outboard  Marine's  Evinrude  motors 

Can  a  strong  brand  help  power  the  company  through  the  next  downturn? 


effectively.  Competitor  Brunswick 
did  a  better  job  of  managing  its  vari- 
able costs,  while  OMC  floundered.  The 
company  was  in  bad  trouble.  The 
book  value  per  share  fell  from  $33  to 
around  $8.  Between  1990  and  1993 
omc  suffered  a  cumulative  loss  of 
$440  million,  including  restructuring 
charges  and  accounting  changes,  or 
over  $22  a  share. 

To  raise  cash  OMC  sold  its  Lawn- 
Boy  lawnmowers  and  its  Cushman 
industrial  vehicle  and  turf  care  busi- 
nesses for  $235  million  in  1989.  That 
reduced  debt,  but  it  made  OMC  a  pure 
play  in  the  marine  business  during  the 
worst  downturn  in  the  industry's  his- 
tory. In  contrast,  Brunswick's  bowl- 
ing businesses,  billiards  operations 
and  fishing  tackle  businesses  helped 
smooth  the  turbulence  in  boats. 

Belatedly  Chapman,  who  succeed- 
ed Strang  as  chief  executive  in  1990, 
closed  factories,  cut  staff  and  elimi- 
nated engines  and  boat  models,  in- 
cluding the  larger  Chris-Crafts.  He 
overreacted.  When  the  boat  business 
rebounded,  OMC  didn't  have  enough 
of  the  right  kind  of  product. 

Last  February  Outboard  Marine's 
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board  retired  Chapman  a  year  and  a 
half  ahead  of  schedule.  A  search  com- 
mittee led  by  board  member  Richard 
Teerlink,  Harley-Davidson's  chief  ex- 
ecutive, replaced  Chapman  with  Har- 
ry (Hank)  Bowman. 

Bowman,  52,  is  a  marketing  man 
who  rose  through  the  ranks  at  Whirl - 

"Marketing  is  a 
discipline  that  was  just 
missing  [at  OMC],"  says 
new  skipper  Bowman. 
"There  was  very  little 
outside -in  feedback 
to  product  development." 


pool  Corp.  to  head  European  opera- 
tions. He  was  taking  over  at  a  good 
time,  what  with  the  boat  business 
rebounding,  but  he  still  had  his  work 
cut  out  for  him.  "'Marketing  is  a 
discipline  that  was  just  missing  [at 
OMC],"  he  says.  "There  was  very  little 
outside-in  feedback  to  product  devel- 
opment." Grumbles  Boston's  Larry 


Russo,  omc's  biggest  Chris-Gi] 
dealer  in  the  Northeast  U.S.,  as 
waits  in  his  Sarasota,  Fla.  hotel  n> 
before  a  dealer  meeting:  "I'll  find  < 
tonight  what  my  product  lineup  i 
be  for  next  year.  Am  I  going  to  h 
an  opportunity  for  input  for  changi 

Bowman  is  determined  to  irnpn 
dealer  relations  as  well  as  to  g 
dealers  more  merchandise  to  sell, 
wants  to  market  the  boating  lifest 
to  consumers  and  exploit  omc's  w> 
known  brands,  much  as  his  spon 
Teerlink  has  done  at  Harley.  "I  do 
know  if  we'll  be  selling  tattoos  the  v 
Harley  does,"  he  chuckles,  "but  w 
not  a  line  of  Chris -Craft  clothing?' 

T  shirts  and  sneakers  aside,  Be 
man  is  now  riding  a  surge  in  sal 
OMC's  sales  increased  24%,  to  $5- 
million,  and  earnings  jumped  52%. 
$15  million,  for  its  fiscal  first  a 
ended  Mar.  31.  But  Bowman  kne 
that  boating  is  a  business  that  wa:. 
and  wanes,  and  that  OMC  must 
made  more  seaworthy  against  ! 
next  downturn. 

One  of  omc's  big  strengths  is  te< 
nology.  The  Environmental  ProM 
tion  Agency  is  mandating  shar 
lower  marine  engine  emissions  sta; 
ing  with  the  1998  model  year.  Wfl 
Brunswick  is  moving  to  bulkier  fon 
stroke  engines  and  two-stroke,  din 
fuel  injection  engines,  OMC  has  us 
German  technology  and  high-pri 
sure  fuel  injectors  to  make  its  tw 
stroke  models  much  cleaner  a 
around  30%  more  fuel-efficient  th 
anything  else  it  now  sells. 

Exploiting  the  new  technology  a 
reducing  debt  is  going  to  cost  a  lot 
money,  however.  Bowman's  goal  is 
reduce  long-term  debt  from  its  ci 
rent  level  of  $177  million,  44% 
capitalization.  After  the  lean  years 
must  also  build  working  capital  aga 

Value,  Line  predicts  earnings  of  $ 
million,  $2.45  a  share,  for  OMC  t 
year.  A  couple  of  years  like  this  and  ti 
company  will  be  in  good  financ 
shape  again.  Some  analysts  expect  t 
current  boating  boom  to  continue  1 
three  more  years,  but  Bowman 
counting  on  only  half  that — mean! 
he  has  a  fire  lit  under  him.  He'd  like 
see  the  company  diversified  aga 
but,  as  he  puts  it:  "First  we've  got 
fix  the  family  jewels.  I  got  the  messa 
[from  the  board  of  directors]  lo 
and  clear  about  that."  H 
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The  [we  integrate  color  into  black  and 
white  so  easily;  it  speaks  for  itself )  Company 


,  "1       It's  natural  for  people  in  business  to  put 

^      things  in  black  and  white.  But  now  we're 

•A-  making  it  second  nature  to  add  the 

„mJ!  pact  of  color  to  any  black-and-white  document 
tilling  create 

From  charts  to  forms  to  statements,  Xerox 

or  helps  you  communicate.  With  the  touch  of  a 

J  [ton  or  a  screen,  you  can  add  highlight  color  to 

invoice  and  people  pay  up  to  30%  faster.  And 

!'f  ling  four-color  to  a  business  proposal  can  help 

ke  the  difference  between  winning  and  losing. 

In  fact,  no  one  has  as  many  different  ways  to 
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integrate  color  so  simply  or  effectively.  That's 
because  no  one  but  Xerox  has  the  award-winning 
4900  color  laser  printer  and  MajestiR  color  copier/ 
printers,  new  XPrint  color  laser  printers  or  the 
world's  fastest  highlight  color  printers. 

Discover  how  documents  that  speak  for 
themselves  can  get  people  talking  about  your  busi- 
ness. With  color  from  The  Document  Company.  A 
simpler  way  to  do  good  work.  To  learn  more,  call 
1-800-ASR-XEROX,  ext.  582. 
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A  I)  V  I  It  I  I  S  I   M  I   N  1 


The  Rewards  of  Doing  It  Right 


Ask  yourself  this:  Would  you  rather  do 
business  with... 

A)  a  company  that  cuts  corners  and  makes  different 
deals  for  every  customer,  or 

B)  a  company  that  provides  consistently  fair  pricing  for 
quality  products  and  services? 

Now.  ask  yourself  this:  Which  company  would  you 
rather  work  for? 

If  you're  like  most  people,  you  selected  Company  B.  In 
so  doing,  you  just  discovered  one  of  the  rewards 
of  doing  it  right:  In  the  long  run.  corporations 
that  arc  known  for  their  ethical  behavior  find 
that  the  respect  and  goodwill  they  earn  translate 
into  more  productive  employees,  more  satisfied 
customers  and  more  repeat  business. 

"Ethics  are  not  a  luxury.    sa\>  Kathleen 
Purdy.  president  of  Business  Strategies,  a  man- 
agement consultancy.  "Failure  to  consider  the 
ethical  implications  of  con- 
duct can  seriously  weaken  the 
structure,  morale  and  profits 
of  any  business  organization." 

Recognition  Where 
It's  Due 

Ever)  day.  more  compa- 
nies arc  coming  to  that  same 
realization.  I  niortunalelv. 
businesses  thai  act  elhicalK 
don  t  gel  recognized  ptibliclv 
for  their  integrity  very  often. 
Business  news  is  more  apt  to 
focus  on  the  Baring  Banks  pf 

the  world.  Bui  away  from  the  headlines.  ou1  of  the  glare  of 
the  latest  scandal,  a  inovcinenl  has  quietly  taken  root.  It  has 
developed  into  one  of  the  tnosl  powerful  trends  in  American 
business:  Ethics  are  becoming  more  and  more  a  consciously 
articulated  basis  for  corporate  Americas  practices. 

This  burgeoning  trend  was  captured  in  a  recent  national 
siirvex  in  which  some  (>()%  of  companies  reported  that  thev 
have  formal  codes  of  ethics.  33%  have  training  on  proper 
business  conduct  and  33%  have  an  ethics  office  or  ethics 
ombudsman  to  whom  employees  can  turn  when  thev  have 
questions  about  corred  behavior.  Further  evidence  lies  in  the 
success  ol  the  Ethics  Officers  Association,  a  national  organi- 
zation oi  ethics  professionals  dedicated  to  raising  awareness 
and  promulgating  ethical  procedures  in  companies  of  all  size. 

Ii  was  M   recognition  of  these  laudable  developments  - 
and  the  lack  -  I  attention  being  paid  to  them  -  that  the 
American  Busin       Ethics  Wards  were  created  in  1994  by 
the  American  So<      \  of  Chartered  Life  Underwriters  (CLU) 
and  Chartered  Finai    ial  Consultants  (ChFC)  in  association 
with  Forbes  magazine. 


A  Total  Corporate  Commitment 

Today,  ethical  business  practices  are  seen  to  extend  f 
beyond  the  corporate  philosophy  of  old. 

"Acting  ethically  means  being  fair  and  square  with 
everyone  with  whom  you  come  in  contact."  says  Bob 
Gillespie.  Guardian  Life  Insurance  vice  president  of  corpo 
communications.  "It's  having  a  consistent  policy  and  deal 
fairly  with  employees,  vendors,  agents  and  customers.  It's 
matter  of  never  having  to  be  sorry  for  having  done  the 
wrong  thing." 
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To  achieve  such  a  policy,  a  dedication  t 
ethical  behavior  must  start  right  at  the  top.  I 
most  effective  when  articulated  in  a  corporate 
code  of  ethics  or  mission  statement  that  is  cle 
communicated  in  all  company  publications  toj  s 
employees,  customers  and  business  partners, 
words  aren't  enough.  They  must  be  backed  bl 
executive  actions  -  even  in  times  of  corporate ' 
crisis  -  and  supplementei 
means  through  which  eth 
problems  can  be  brought  i 
the  attention  of  managem   | 
and  resolved. 

That's  not  always  ea 
Pressures  and  temptation 
abound  in  business  every 
day,  and  acting  with  inte 
may  mean,  on  occasion, 
turning  one's  back  on  op 
tunitv.  But  the  rewards  o 
acting  ethically  far  outstr 
the  possible  benefits  of  a 


When  it  gets  down  to  the  bottom  line,  doing  it  right 
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Tom  Ivory,  president  of  Baker  Street  Bread,  receives  the  1995 

American  Business  Ethics  Award  in  the  small  business  category, 
to  Ii.)  Leo  Futia,  CLl  .  chairman  ofABEA  Panel  of  Judges  and  f 

mer  chairman  of  Guardian  Life:  John  Driskill.  CLU,  ChFC.  exec 
rice  president  of  the  American  Society:  and  Tim  Iron;  COO  of  b 
Street  Bread. 
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tfhe  1995  American  Business  Ethics  Awards 
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Sponsored  by  the  American  Society  of  Chartered  Life  Underwriters  (CLU)  &  Chartered 
Financial  Consultants  (ChFC)  in  association  with  Forbes  magazine. 
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he  American  Business  Ethics  Awards  (ABEA)  honor  companies  that  set  exemplary  standards  of  eth- 
ical behavior  in  all  their  everyday  business  dealings,  as  well  as  in  response  to  specific  crises  and 
challenges.  In  this  second  year  of  the  annual  program,  nominees  were  solicited  from  the  35.500  mem- 
bers of  the  American  Society  and  the  readers  of  Forbes. 

Since  1928,  the  American  Society  has  promoted  the  highest  ideals  of  professionalism  and  ethical 
business  practices  among  its  members.  As  the  premier  association  for  professional  development  in  the 
elds  of  insurance  and  financial  services,  the  American  Society  is  dedicated  to  excellence  in  continuing  education.  At  the  same 
ne.  it  promotes  ethics  in  business  through  such  important  programs  as  its  co-sponsorship  of  Ethics  Awareness  Month  and  the 
paerican  Business  Ethics  Awards. 

The  1995  ABEA  Awards  were  presented  at  a  gala  reception  at  the  Plaza  Hotel  in  New  York  in  March,  during  Ethics 
rareness  Month.  This  year's  recipients  join  last  year's  prestigious  roster  of  Texas  Instruments.  Levi  Strauss.  Hanna  Andersson 
id  Merck  &  Company.  "The  ABEA  recipients  are  companies  that  demonstrate  ethical  business  practices  are  not  a  cost  of 
)ing  business,  but  an  investment  in  successful  business  relationships./'  says  Millard  J.  Grauer.  CLU.  ChFC.  president  of  the 
cnerican  Society. 

Following  are  the  1995  ABEA  honorees,  chosen  for  their 
idication  to  the  highest  levels  of  ethical  practices  in  all  their 
'rporate  undertakings. 


A  Distinguished  Panel  of  Judges 


UBLIC  COMPANY: 
B.  Fuller,  Inc.,  St.  Paul,  MN 

lending  formulator.  manufacturer  and  marketer  of  specialty  chemicals 
lied  its  listing  in  "The  100  Best  Companies  to  Work  For  in  America"  by 
tcticing  "The  Fuller  Way,"  a  corporate  credo  that  teaches  employees  the 
ti  n .-  core  values  of  sendee  to  customers,  shareholders  and  community. 
tplovees  are  encouraged  to  participate  in  community  projects  in  over  60 
B.  Fuller  locations,  while  the  coqioration  itself  plans  to  allocate  5%  of  its 
■-tax  earnings  to  charity7  by  1997.  becoming  the  first  company  ever  to  do  so. 
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im  ATI.  COMPANY: 
Plkrop's  Super  Market,  Inc.,  Richmond,  VA 

rop  s  is  a  family-owned  food  and  baked  goods  retailer  committed  to 
needing  customer  expectations  and  improving  the  communities  it  serves. 
e  company  encourages  its  5.000  associates  (as  the  firm  calls  its  employ- 
to  support  its  mission  with  interactive  meetings  at  which  thev  share 
alues  in  Action"  -  examples  of  the  ways  in  which  fellow  associates  demon- 
ate  superior  work.  A  strong  supporter  of  the  United  Way,  Ukrop's  donates 
%  of  its  pre-tax  profits  to  charity. 
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ALL  COMPANY: 

ker  Street  Traditional  Handcrafted  Breads, 
liladelphia,  PA 

a  founding  member  of  Business  for  Social  Responsibility.  Baker  Street  has 
ated  a  work  environment  that  values  diversity  and  supports  all  employees' 
hi-  to  reach  their  full  potential.  A  company  Mission  Statement,  Credo 
1  18-siep  guide  to  doing  business  "The  B-Street  Way"  form  the  basis  of 
ethic-  program  that  is  embedded  in  everv  transaction  with  customers  and 
dors  alike.  Putting  ideal-  into  practice,  this  firm  donates  much  time, 
ney  and  product  to  a  range  of  local,  national  and  global  qualitv-of-life 
anizations. 


ULL  COMPANY: 
ith  Manufacturing  Company,  Philadelphia,  PA 

th  Manufacturing  is  a  family-owned,  national  fabricator  of  aluminum 
amenta]  fences.  Throughout  it-  44-year  history,  the  company  has  demon- 
ited  a  continuous  dedication  to  quality  production  techniques,  honest 
ing  and  -ales  practices,  and  environmental  responsibility  -  a  dedication 
ng  carried  forward  b\  Bruce  Schwartz.  Jerith's  current  president  and 
nil-oii  of  the  firm's  founder.  Most  recently.  Jerith  installed  a  $1.5  million 
shing  system  that  simultaneously  lessened  the  environmental  impact  of 
ufai  lining  and  improved  the  quality  of  its  products. 


The  panel  of  judges  that  selected  the  1995  ABEA 
honorees  was  composed  of  several  of  die  most 
respected  ethicists  in  business  and  academe. 

Chairman,  Panel  of  Judges: 
Leo  R.  Futia,  CLU 

Retired  Chairman  of  the  Board  and  CEO 

The  Guardian  Life  Insurance  Company 

Past  President.  American  Society  of  CLU  &  ChFC 

Vice  Chairman,  Panel  of  Judges: 
Burke  A.  Christensen,  JD,  CLU 

formerly  Vice  President  and  General  Counsel 
American  Society  of  CLU  &  ChFC 

Ken  Cooper,  Ph.D. 

Lamont  Post  Chair  of  Ethics  and  Professions 

The  American  College 

Thomas  Donaldson,  Ph.D. 

John  F.  Connelly  Professor  of  Business  Ethics 
School  of  Business.  Georgetown  University 


Kathleen  D.  Purdy 

Editor  and  Publisher.  Ethical  Management 
President.  Business  Strategies 

William  T.  Redgate 

Vice  President.  Business  Practices 
Dun  &  Bradstreel  Corporation 

Carl  M.  Skooglund  Jr. 

Vice  Presidenl  -  TI  Ethics  Director 
Texas  Instruments  Inc. 


The  Initial  Advantage. 


American  Society  of  CLu&chFC 

A  Nallonal  Organization  o(  Insurance  and  Financial  service  Professionals 
270  Bryn  Mawr  Avenue.  Bryn  Mawr,  PA  I90IO  |610|  526-2500 
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Stock-car  racing  is  a  $2-billion-a-year  business  and  the  virtual 
monopoly  of  one  family,  the  Frances  of  Daytona  Beach,  Fla. 

A  fan-friendly 
sport 


By  Suzanne  Oliver 

The  starting  flag  won't  drop  until 
after  noon,  but  by  8  a.m.  it's  bumper- 
to- bumper  for  4  miles  approaching 
the  Talladega  Superspeedway  in  Ala- 
bama's Talladega  County.  The  li- 
cense plates  come  from  as  far  away  as 
Maine  and  Iowa,  and  the  traffic  leans 
heavily  toward  Chevrolet  Monte  Car- 
los, Thunderbirds  and  Dodge  pick- 
ups; this  isn't  your  VoIvo/bmw/ 
Lexus  crowd. 

Waiting  patiently  in  the  snarl  are 
devotees  of  stock-car  racing,  Ameri- 
ca's fastest-growing  professional 
sport.  Last  year  stock-car  racing's  pre- 
mier events,  the  3 1  -race  Winston  Cup 
series,  pulled  nearly  5  million  paid 
admittances;  the  number  has  been 
growing  at  9%  a  year  since  1990. 
Another  14  million  watched  the  Win- 
ston Cup  races  on  television.  And 
here's  the  big  surprise:  More  than 
one-third  of  the  fans  are  women. 

When  the  flag  finally  drops  at  Talla- 
dega, 42  cars  thunder  2  by  2  out  of  the 
road  and  onto  the  2.66-mile  oval 
track.  They  look  like  speeding  bill- 
boards, plastered  from  fender  to  fend- 
er with  sponsor  names  like  Tide,  East- 
man Kodak,  Olive  Garden  Restau- 
rants and  Goodyear.  Traveling  in 
packs,  the  souped-up  cars  hit  200mph 
the  second  time  around  and  create  a 
draft  so  strong  it  can  spin  out  drivers 
who  aren't  careful.  The  potential  for 
accidents  merely  adds  to  the  thrill. 

Forbes  estimates  the  total  take  of 
the  National  Association  for  Stock 
Car  Auto  Racing  (Nascar),  speedway 
owners  and  race  teams  at  $2  billion — 
a  very  fat  business  to  be  owned,  in 
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effect,  bv  a  single  family. 

Stock-car  racing  dates  back  to  Pro- 
hibition days  as  a  sport  among  south- 
ern bootleggers  who  needed  souped- 
up  cars  to  keep  ahead  of  the  revenu- 
ers.  After  World  War  II  the  races  were 
popular  entertainment  on  clay  tracks 
in  Georgia  and  on  die  hard  sand  of 
Daytona  Beach,  Fla. 

In  1947  a  young  mechanic  named 
William  France  founded  Nascar  to 
organize  the  races.  Nascar  is  still 
owned  lock, 'stock  and  barrel  by  Big 
Bill  France's  heirs   (see  box,  p.   73). 

Owning  Nascar  will  put  the  France 
family  on  The  Forbes  Four  Hundred, 
their  estimated  net  worth  already  top- 
ping S500  million. 

The  organization  cashes  in  in  many 
ways.  It  charges  track  owners  sanc- 
tioning fees  ranging  from  $700  for 
Saturday-night  dirt-track  races  to  at 
least  $350,000  for  a  Winston  Cup 
superspeedway  race.  Over  40  race 
teams  pay  Nascar  annual  fees  totaling 
about  $25,000  each. 

Nascar  takes  a  10%  cut  of  tracks' 
television  revenues,  and  a  2%  to  5% 
cut  of  Nascar-licensed  merchandise, 
such  as  T  shirts  and  trading  cards 
featuring  Nascar  drivers.  Forbes  esti- 
mates merchandise  sales  alone  were 
$200  million  last  year,  some  $5  mil- 
lion of  which  went  to  Nascar  and  the 
France  family. 

People  with  products  to  promote 
pay  dearly  to  get  the  attention  of 
Nascar  fans.  RJR  Nabisco,  Anheuser- 
Busch,  Winnebago  Industries  and 
Opryland  USA  contribute  more  than 
$20  million  to  have  race  series  spon- 
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sorship   or  official   Nascar 
product  status. 

Besides  Nascar,  the 
France  family  owns  61%  of 
International  Speedway 
Corp. — the  rest  is  in  public 
hands — which  owns  four 
racetracks,  including  the 
Talladega  Superspeedway 
and  the  lamed  Daytona  In- 
ternational Speedwav,  built 
by  Bill  France  in  1959.  In- 
ternational Speedway 
earned  $15  million  last 
year,  on  revenues  of  $70 
million.  Recent  market  cap: 
$334  million. 

Now  headed  by  Big  Bill  Franc,  ^c 
elder  son,  62 -year-old  William  \  jt(l]  . 
Nascar  ran  2 ,000  races  last  year  in  1  ?  \ 
locales  as  different  as  Watkins  GMj  ^  p 
N.Y.,  Sonoma  County,  Calif,  Lcj  j^, 
don,  N.H.,  Phoenix,  Ariz,  and  Taj|  ^ 
dega  County,  Ala.  "The  sport  \j  Klrni 


born  in  the  South,  but  like  coun 
western  music  it  became  a  hearth 
sport,  and  every  state  has  a  he; 
land,"  ,  explains  H.A.  (Hump 
Wheeler,  president  of  Speedv 
Motorsports,  Inc. 

An  overweight  chain-smoker,  i 
France  Jr.  is  as  hard-driving  as 
lather  was.  And  like  his  dad,  he  i 
skilled  promoter.  He  keeps  Nas 
races  close  and  suspenseful  by  limit 
the  technological  improvements 
drivers  are  allowed  to  make  to  d 
cars.  Before  each  race  Nascar  offic 
inspect  each  car,  passing  out  fine; 
up  to  $60,000  for  unapproved  : 
provements  to  cars  and  engines 
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Teamwork  Wins! 
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SPRAY  PAINT 


Sold  out 

Besides  filling 
the  114,000  seats 
at  the  Charlotte 
Motor  Speedway, 
11,000  more 
fans  crowded  into 
the  racetrack's 
84-acre  infield 
at  Nascar's 
Winston  Select 
race  in  May. 


ITaJ 


iscar  entry  must  be  one  of  six  ap- 
bved  cars:   the   Chevrolet  Monte 
irlo,    Ford   Thunderbird,    Pontiac 
Gil  hand  Prix,  Buick  Regal,  Mercury 
topugar  and  Oldsmobile  Cutlass.  The 
rmakers  provide   the   cars  to  top 
ufascar  racers  for  free — in  Detroit  the 
lage  goes,  "Win  on  Sunday,  sell  on 
ardjlonday." 

liea  Not  for  Nascar  those  highly  engi- 

lura|ered  Indy  500  Formula  I  cars.  Thus 

average  Nascar  fan  can  empathize 

th  the  drivers  in  a  way  that  few  Indy 

i>0  fans  can.  Nascars  still  have  carbu- 

:ors  rather  than  fuel-injected  en- 

les.  On  the  outside  the  cars  look 

Nas  ptty  much  like  the  cars  on  the  show- 

miti  om  floor,  but  underneath  the  hood 

l  by  pack  V-8  engines  and  700hp. 

With  the  cars  so  similar,  the  action 

always  close  even  at  200  miles  per 

inel  ur.  The  racers  move  like  a  pack  of 

percharged   bicyclists   around   the 

ck,  with  the  lead  changing  many 


Dress  code 

Unless  you  have  the  cap,  T  shirt  and  bumper  sticker  to  prove  it,  you're  not  a  real  fan. 
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Stock-car  racing 


Hockey  ,ndy  Car 

League        Wor,d  Series 


Winning  ticket 


National 
Basketball 
Association 


Attendance  growth  1990-94 

'Percentage  decrease  reflects  1994  strike-shortened  season 


National  Major 

Football  League 

League  Baseball* 


0.5%         -9% 

Sources:  Associations  and  League  offices 


Since  1990,  attendance  at  Nascar's  Winston  Cup  series  has  grown  47%. 
This  would  have  bested  baseball  even  without  last  year's  strike. 


times  during  a  three-hour  race. 

"It's  like  a  traffic  jam  out  there," 
says  Dale  Earnhardt,  the  circuit's 
most  popular  driver  (see  box,  p.  74).  A 
few  hours  after  being  interviewed  by 
FORBES,  Earnhardt  and  his  Chevrolet 


Accelerating 

Merchandise  sales 
(Smillions) 


ran 


'94       '95 
est 

'90         .91        '92 

Source:  Nascar  Properties 

Earnings  from  Nascar  and  individual  race 
team  merchandise  is  worth  more  than  all 
Nascar  race  prize  monies  combined. 


Monte  Carlo  were  leading  into  the 
final  lap  at  the  Talladega  track,  closely 
followed  bv  Mark  Martin  in  his  Ford 
Thunderbird. 

But  leads  can  change  quickly.  Mor- 
gan Shepherd,  in  a  Ford  Thunder- 
bird,  brushed  Earnhardt's  fender, 
spinning  him  into  the  wall  along  the 
straightaway.  As  the  fans  held  their 
breath,  Martin  sped  o,  finishing  first 
and  thrilling  the  140,0  10  spectators 
( not  to  mention  Martin's  main  spon- 
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sors,  Valvoline  Inc.  and  Cummins 
Engine  Co.). 

Aware  of  how  arrogant  players  have 
turned  off"  sports  fans,  Bill  France 
insists  that  Nascar  drivers  treat  the 
fans  well.  He  puts  it  this  way:  "We're 
letting  the  race  fans  into  the  locker 
room.  No  other  sport  does  that." 

Sure  enough.  Milling  around  the 
infield  at  Talladega  with  the  drivers 
and  their  crews  are  the  guests  of  25 
Nascar  sponsors.  When  fans  approach 
drivers  for  autographs  and  photos, 
the  drivers  oblige.  (Can  you  imagine 
hamming  it  up  with  a  $6-million-a- 
year  major  league  baseball  pitcher  af- 
ter the  game?) 

Almost  all  Winston  Cup  racers 
drive  for  teams  owned  by  individual 
investors.  It  costs  as  much  as  $5  mil- 
lion to  field  a  Nascar  Winston  Cup 
team  for  a  season.  The  top  teams 
cover  that  overhead  with  sponsor- 
ships from  the  likes  of  McDonald's, 
Heilig-Meyers  furniture,  Hershey, 
USAir,  HealthSouth  Rehabilitation 
Corp.  Says  Bill  France  of  the  dozens 
of  logos  Nascar's  cars  and  drivers 
carry:  "We  have  the  biggest  uniform 
in  professional  sports." 

With  a  team's  seasonal  overhead 
covered  by  its  sponsors,  prize  money 
is  icing  on  the  cake.  Prize  money 
typically  totals  about  $1  million  per 
race,  but  can  run  as  high  as  $3  million 
at  the  Daytona  500  at  the  France 
family's  Daytona  International 
Speedway.  The  purses  are  distributed 
to  the  finishing  teams;  the  winnings 
are  then  split  among  the  owner,  driver 
and  the  rest  of  the  team. 
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For  winning  at  the  Talladega  W 
ston  Cup  in  April,  Mark  Marti 
Valvoline/Cummins  Ford  team  w 
S98,565.  Of  that  Martin  and  his  te 
members  split  $64,067.  The  tean 
owned  by  Jack  Roush,  owner  of  Li' 
nia,  Mich. -based  Roush  Industri 
an  automotive  engineering  compa 
Roush  got  $34,498  of  the  purse. 

For  their  cash  the  sponsors 
more  than  their  name  on  a  racing  t 
This  year  driver  Bill  Elliott  will  m; 
about  100  appearances  for  his  sp< 
sors,  including  some  50  for  McDc 
aid's.  On  a  recent  Friday  before  a  r 
in  Sonoma  County,  Calif,  Elli 
spent  two  hours  signing  autograph 
a  McDonald's  in  Vacaville.  Ev. 
sponsor  gets  included  in  a  racing  ri 
al  known  as  "the  hat  dance,"  in  wh 
the  race  winner  dons  the  caps  of  e; 
of  his  and  Nascar's  sponsors  for 
many  as  30  different  photos  in 
winner's  circle.  The  sponsors  are  tl 
allowed  to  use  these  takes  in  prom 
ing  their  products. 

Ardy  Arani  is  a  director  at  Chan 
onship  Group/Atlanta,  a  sports  n 
keting  consulting  firm.  He  says  N  I 
car  sponsorships  are  a  good  deal 
the  sponsors  because  the  fans  fee 
closeness  to  the  drivers  that  they  n   I 
ly  feel  toward  big- money  basket    tr ; 
or  baseball  stars.  Arani:  "When  ; 
see  Joe  Montana  holding  a  candy  I  § 
vou  know  he  has  been  paid  to  d 
commercial.  When  you  see  Bill 
liott,  you  know  McDonald's  has  f  J 
for  him  to  race.  So  you  better  gc 
McDonald's,   or   Elliott   might 
race." 
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Nascar  fans  are  the  most  bra 
loyal  of  all  sports  fans.  In  1993  Na 
sponsor  Eastman  Kodak  polled  M  l 
car  fans  and  found  that  95%  of  tl    h 
bought   Kodak  film.   According |  i 
Performance  Research,  a  markei   [ 
firm  in  Newport,  R.I.,  over  70°/i 
Nascar  fans  consciously  choose  r 
car   sponsors'    products   over   o    « 
brands. 

They  also  dig  deep  into  their  pe 
ets  to  view  their  favorite  sport.  Na    I 
studies  show  that  the  fans  trave 
average  of  200  miles  to  get  to  a 
and,  once  there,  spend  $126  per 
son  per  race  on  ticket,  food,  lodj 
and  souvenirs.  Sales  of  apparel,  soi 
nirs  and  collectibles  licensed  by  I 
car   and    also    by   its    drivers,    1 
climbed  from  $60  million  in  199 

Forbes  ■  July  3,  ] 


400  million  in  1994. 

Outside  the  stadium  at  die  Tallade- 

Superspeedway  stand  dozens  of 

eirightly  painted  trailers  selling  each 

-iver's  souvenirs — shirts,  caps,  baby 

othes,  pennants,  model  cars,  key 

>tn  lains  and  license  plates.  At  Dale 

Earnhardt's  trailer  the  fans  stand  four 

:ep,  jostling  to  buy  caps  for  $22  and 

I  shirts  for  S30.  At  Terry  LaBonte's 

:.  ailer  vou  can  pay  SI 5  for  a  life-size 

dboard  cutout  of  LaBonte  holding 

jx  box  of  Kellogg's  cornflakes,  which 

icDi  -onsors  his  car. 

I  Product  manufacturers,  who  rent 

ace  at  the  track  from  the  track's 

ph  vner,  have  their  own  trailers,  too. 

ihl,   Inc.   demonstrates   its  power 

:  ols,  Toro  its  lawn  mowers,  Preci- 

i  its  car  radios,  RCA  its  televisions 

oicid  stereos.  MBNA  is  signing  up  credit 


card  applicants.  Fleetwood  has  RYs  to 
tour;  Cavalier  has  mobile  homes. 

There  are  few  signs  of  any  slowing 
in  the  growth  of  the  sport.  This  year's 
Brickyard  400,  the  second  Nascar 
race  to  be  held  at  the  250,000-seat 
Indianapolis  Motor  Speedway,  home 
of  the  famed  Indy  500,  sold  out  with- 
in a  week  of  going  on  sale,  at  prices 
from  S20  to  $100  per  ticket. 

To  handle  the  growing  crowds,  the 
track  owners  are  expanding.  Seven- 
teen of  18  tracks  that  host  Nascar's 
Winston  Cup  races  are  adding  more 
seats.  Some  are  adding  fancy  suites  for 
entertaining.  Like  the  boxes  at  Madi- 
son Square  Garden,  these  are  air- 
conditioned,  catered  rooms  rented  by 
businesses  for  corporate  entertain- 
ment. A  suite  seat  at  the  Charlotte 
Motor  Speedway  goes  for  $146  a 


race,  food  and  liquor  extra. 

Humpy  Wheeler's  Speedway  Mo- 
torsports  just  broke  ground  for  its 
third  speedway.  Situated  in  Fort 
Worth,  this  one  will  have  150,000 
seats  and  be  bigger  than  Pasadena's 
Rose  Bowl. 

Wheeler  and  his  boss,  Bruton 
Smith,  were  able  to  take  Speedway 
Motorsports  public  in  February,  de- 
spite Smith's  questionable  financial 
history.  Smith  has  been  fined  by  the 
Internal  Revenue  Service  and  sued  by 
the  Resolution  Trust  Corp.,  as  well  as 
by  shareholders  of  a  predecessor 
speedway  company,  who  claimed 
Smith  ripped  them  off  in  a  share 
buyback.  Never  mind,  the  investors 
couldn't  resist:  Last  year  Speedway 
Motorsports  earned  $10  million  on 
revenues  of  $65  million.  At  a  recent 


he  first  family 

f  stock- car  racing 
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in  Washington, 
:i  Cm  1909,  William 
:;enry  Getty  France 
dn't  choose  Daytona 

:h.  His  car  chose  it  by 
.caking  down  there  as 
^ance  and  his  young 
tide  were  making  their 
ty  to  Miami  in  1934. 
rtirh  S25  in  his  pocket, 

Ece,  an  auto  mechanic 
imateur  race -car  driv- 
ecided  to  stay.  After  a 
:  liries  of  odd  jobs  he 

^ened  his  own  service 
:  Mttion  and  raced  his  Ford 
■;™  Daytona's  hard  sand 
;;ach  on  weekends. 
.qFrance  soon  found  he 
:  'tis  a  better  race  promoter 
.;  >lan  racer.  He  organized 
rj;  first  race  in  1938  and 
|ide  a  profit  on  the 
ait. 

•Racing  was  disorga- 
.  '.cd  and  somewhat  sleazv 
i*the  1930s  and  1940s, 

th  promoters  often  refus- 
:£  to  pay  the  drivers 
xtir  prize  money.  France 
*:ided  to  improve  the 
•prt's  image.  In  1947  he 
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founded  the  National  As- 
sociation for  Stock  Car 
Auto  Racing  to  establish 
rules  for  drivers  and  equip- 
ment, and  to  coordinate 
and  sanction  races.  But 
France  continued  to  pro- 
mote beach  races  until  he 
built  the  2. 5 -mile  asphalt 
Daytona  International 
Speedway  track  in  1959. 
He  financed  the  $3  million 
track  by  selling  stock  to 
the  public  and  borrowing 
some  money  from  Dallas' 
wealthy  Murchison  family. 
Standing  6  feet  5  in  his 
bare  feet,  "Big  Bill"  France 
set  and  stuck  bv  strict 


rules  as  to  which  car  models 
would  be  allowed  to  race 
under  the  Nascar  banner. 

In  1965,  for  example, 
France  forced  Chrysler  to 
switch  to  its  heavier  Fury 
model,  giving  up  the  small- 
er, faster  car  that  it  had 
been  racing.  Reason:  The 
Fury  was  much  closer  in 
weight  to  the  other 
competitors. 

Such  practices  have 
earned  for  France  and  his 
heirs  a  certain  amount  of 
ill  will  in  Detroit  but  more 
or  less  assure  that  Nascar 
races  will  be  close:  That's 
what  keeps  the  racing 
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Brian,  Bill  Jr.  and  Jim  France 

From  $25,  a  $500  million  empire  grew. 


fans  excited. 

The  Frances  have  taken 
on  other  tough  customers. 
When  the  Environmental 
Protection  Agency  made 
trouble  for  Nascar  racing 
with  the  Noise  Control  Act 
of  1972,  Big  Bill  lobbied 
hard  (and  successfullv)  for 
an  exemption  from  the 
noise  law. 

Huge  as  it  is,  Nascar  is 
very  much  a  family  busi- 
ness. Big  Bill  put  his  sons 
William  Jr.  and  James  to 
work  selling  race  pro- 
grams, parking  cars  and 
guarding  the  fences  at  the 
family's  Daytona  track. 
Young  Bill,  who's  now 
62,  married  a  runner-up  in 
the  Miss  Nascar  beauty 
queen  contest.  In  1972  he 
succeeded  his  father 
(who  died  in  1992 )  as  presi- 
dent of  Nascar.  Brother 
Jim,  50,  is  president  of  pub- 
licly traded  International 
Speedway  Corp.,  which 
owns  four  racetracks.  Bill 
Jr.'s  daughter,  Lesa  France 
Kennedy,  34,  is  secretary 
and  treasurer  of  Interna- 
tional Speedv  ay;  his  son 
Brian,  33,  is  Nascar's  head 
of  marketing  and  com- 
munications. -S.M.O.  WM 
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Stock-car  racing 


The  Intimidator 


While  his  pit  crew  tunes 
his  engine  before  Nascar's 
Winston  Cup  start  at  the 
Talladega  County  speed- 
way, racer  Dale  Earn- 
hardt, 44,  hangs  out  in  his 
air-conditioned  motor 
coach  nearby.  Unlike  the 
trailers  hawking  his  sou- 
venirs outside  the  speed- 
way, this  doesn't  have 
Earnhardt's  name  on  the 
outside.  It  is  a  place  to 
disappear  to  for  a  few  min- 
utes from  his  many  thou- 
sands of  fans. 

Handsome  and  trim  at 
6  feet  2,  with  sandy  brown 
hair  and  a  generous  mus- 
tache, Earnhardt  is  the  Mi- 
chael Jordan  of car  rac- 
ing. In  the  last  15  years  he 
has  won  a  record-tieing 
seven  Winston  Cup  cham- 
pionships, and  he  is  on  his 
way  to  his  eighth  in  1995. 
His  prize  money  last  year 
totaled  $3.3  million,  bring- 
ing his  lifetime  winnings 
to  $25  million. 

A  ninth-grade  dropout 
from  Kannapolis,  N.C.,  the 
former  Cannon  Mills 
company  town,  Earnhardt 
started  racing  cars  on  dirt 
tracks  at  1 5 .  An  aggressive 
competitor,  he  earned 


the  nickname  "The  Intimi- 
dator." But  steely  nerves 
and  mongoose  reflexes  go 
only  so  far  in  racing:  You 
also  need  the  fastest  car  and 
best  mechanics,  and  that 
means  wooing  corporate 
sponsors  to  pony  up  the 
$5  million  or  so  it  takes  to 
field  a  top  Nascar  team 
for  a  season. 

Driving  isn't  his  only 
job;  he's  a  marketer  as  well. 
"At  first  it  was  hard  to 
understand  why  I  had  to 
make  the  appearances 
[for  sponsors],"  he  says. 
Now  he  makes  more  than 
100  appearances  a  year, 
smiling  for  the  cameras 
and  signing  programs  and 
T  shirts  for  the  sponsors' 
guests.  Directly  after  the 
June  1 1  race  at  Pocono, 
Pa.,  he  took  off  for  Alaska, 
where  he  signed  thou- 
sands of  autographs  in  An- 
chorage and  Soldotna  for 
his  primary  sponsor,  GM 
Goodwrench  Service, 
which  pays  millions  of  dol- 
lars a  year  to  get  its  name 
on  Earnhardt's  car. 

When  Forbes  inter- 
viewed him  in  his  trailer  he 
wore  snakeskin  cowboy 
boots,  blue  jeans  and  a 
dress  shirt  mono- 
grammed  with  "Good- 
wrench,"  the  parts  and 
services  operation  of  GM 


car  dealerships. 

Earnhardt  is  one  smart 
businessman.  He  has  in- 
vestments in  a  poultry 
farm  and  a  cattle  ranch  in 
Mooresville,  N.C.  and  a 
Che\y  dealership  in  New- 
ton, N.C.  Last  year  alone, 
Forbes  estimates,  Earn- 
hardt sold  close  to  $50 
million  (at  retail)  worth  of 
licensed  souvenirs.  His 
take:  at  least  $5  million.  To 
get  more  profits  from  this 
business,  Earnhardt  recent- 
ly bought  Sports  Image, 
Inc.,  the  major  distributor 
of  Earnhardt  souvenirs. 
The  deal  probably  doubled 
his  profit  margin. 


Winston  Cup 
Champion 
Dale  Earnhardt 
"At  first  I  didn' 
understand  the 
importance  of 
the  sponsor 
appearances," 
says  multimillii 
aire  Earnhardt, 
ninth-grade  dro 
out.  He  learned' 
fast. 


Minutes  after  the  Tal 
ladega  race,  Earnhardt 
stepped  before  the  cam 
eras  to  be  interviewed  ft 
the  espn  home  shoppin 
show  Nascar  Shop  Talk 
whose  1 .2  million  hous 
holds  he  pitched  $39.9' 
shirt  and  baseball  cap  se 
team  uniform  jackets  at 
$229.99  and  collectible 
die-cast  cars  at  $49.99. 
Once  again  The  Intimi 
dator  struck  a  tough  de 
He  is  the  only  driver  ah 
to  force  the  show's  proo 
er  to  buy  inventory  froi 
him  before  he  goes  on 
show. 

-S.M.O. 


21V&  a  share,  it  is  worth  $401  million. 
Smith,  Wheeler  and  other  insiders 
own  77%  of  the  thinly  traded  stock. 

Motorsports,  however,  may  not  get 
a  Nascar  franchise  for  Fort  Worth.  Bill 
France  is  determined  not  to  kill  his 
golden-egg- laying  goose  by  over- 
working it.  He  says  he'll  add  only  one 
new  Winston  Cup  race  in  1996  or 
1997.  That  will  be  at  the  85,000-seat 
speedway  Roger  Penske  is  building 
outside  Los  Angeles.  After  that,  he 
says,  he  won't  add  a  race  without 
taking  another  off  the  schedule.  Con- 
cerning the  new  Fori  Worth  track, 
France  says:  "I  am  not  saying  we  will 
or  we  won't  [sanction  a  .ace  there]." 
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France  plans  continued  growth  by 
adding  what  in  the  branded-goods 
business  is  called  line  extension.  Last 
year  Nascar  began  a  new  race  circuit 
called  the  Supertruck  by  Craftsman 
series.  "Americans  are  fascinated  by 
trucks,"  says  Brian  France,  Bill 
France's  33-year-old  son.  "House- 
wives are  driving  Blazers,  and  lawyers 
are  driving  Suburbans." 

Bill's  brother,  50-year-old  James, 
is  president  of  the  family's  Interna- 
tional Speedway.  He's  building  a 
50,000-square-foot  covered  amuse- 
ment center  at  the  company's  Day- 
ton a  International  Speedway. 
France    says    395,000    fans    already 


visit  the  Speedway's  visitor  ce 
each  year;  he's  betting  that  a  1. 
majority  of  them  will  pay  an  a 
tional^lO  each  to  see  the  am 
ment  center's  films  of  famous  r 
and  drivers,  vintage  cars,  flying 
and  pit-stop  competition. 

The  France  dynasty  is  still  grow 
Brian  France,  who  runs  Nascar 's  l 
keting,  will  open  Nascar  retail  si 
in  Orlando  and  Nashville  next  \ 
He  is  also  exploring  licensing 
Nascar  name  for  theme  restaur; 
and  for  a  chain  of  auto  parts 
supplies  retail  outlets. 

That's  quite  an  asset  Bill  Fr 
bequeathed  his  kids. 
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''My  challenge  is 
to  toiicB^m 

lives  of  manyi 

as  if  they 
were  only  one." 

Sandy  Figueroa-Erickson 


Transamerica 
life  companies 

Many  people  would  not  be  able  to  afford  life 
insurance,  or  other  benefits,  if  it  weren't  for 


gueroa-Erickson.  That's  why,  when 


the  employees  at  even  the  smallest  of  a 


get  coverage,  Sandy  is  there  to 


help.  Because  she  believes  her  role  is  to  impact 
the  lives  of  those  whose  needs  might  not 
otherwise  be  addressed.  As  a  Transamerica 


al,  Sandy's  someone  you  can 


trust  for  life.  To  get  in  touch  with  oup  rep- 
resentative nearest  you,  call  1-800-367-6842. 


"If  integrity, 
matter  to  y 
matter  to  u, 


.ire  Companies.  Tr 


IV...  iJi.-tu.il  1  ifc  Insurance  t 
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As  its  farming  sector  declines,  Japan  will  buy  more  of  its 
food  from  American  producers.  It's  already  happening. 

Toyotas 

for  asparagus 


By  Gale  Eisenstodt 

Day  by  day  Japanese  farmers  grow  less 
able  to  feed  their  countrymen.  Even 
die  country's  agricultural  bureaucrats 
are  starting  to  admit  it.  "If  we  were  to 
extrapolate  present  trends,  we  would 
see  a  dramatic  decline  in  Japan's  food 
self-sufficiency   ratio,"   worries   Jiro 


Shiwaku,  a  former  vice  minister  in 
Japan's  Ministry  of  Agriculture,  For- 
estry &  Fisheries. 

The  problem  is  this:  So  swamped  in 
regulation  and  bureaucracy  (see  box)  is 
Japanese  agriculture  that  this  sector 
has  largely  lost  its  appeal  to  young 


people,  who  prefer  better-paying, 
arduous  desk  jobs.  Rigid  land  1 
impede  the  consolidation  of  i 
farms  that  would  help  boost  proc 
tivity,  further  draining  profits  ou 
agriculture.  Meanwhile,  Japan's 
tive  farmers  are  nearing  retirerr 
age.  Some  60%  of  Japan's  4.4  mil' 
"real"  farmers  (those  who  earn  n 
of  their  income  from  farming) 
over  age  60.  Nearly  80%  are  over 
Contrast  this  with  1985,  when  c 
43%  of  Japan's  farming  populai 
was  over  60.  Only  2,000  or  so  yo 
men  go  into  farming  each  year. 

Wherever  one  looks  in  Japai 
agriculture,  one  sees  signs  of  stati 
falling  production.  "Many  Japai 
beef  farmers  are  in  the  red  and 
stuck  with  huge  loans  they  can't 
back,"  says  Takatoshi  Miyamot* 
general  manager  at  Mitsubishi  C 
Mitsubishi  forecasts  that  Japan's 
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Japanese  rice  farmers  in  Yamanashi  pre  ;ecture 

As  farm  prices  and  production  fall,  young  Japanese  are  leaving  farming  to  the  old  folks. 
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-oduction  will  fall  by  nearly  30%  over 

Jie  next  five  years. 

Nobuyuki    Kitami    raises   pigs   in 

anagawa  prefecture.   He   says  the 

imber  of  pork  farmers  in  his  vicinity 

is  declined  by  15%  over  the  past  two 

ars.  Looking  ahead,  Kitami  expects 

mual  production  declines  of  around 

'o  to  7%.  "Nobody  wants  to  get  into 

is  business,"  says  Kitami.  "It  just 

l't  that  profitable." 

iicl  Same  story  in  fruits  and  vegetables. 

it  bserves  a  recently  compiled  internal 

vols,    government   report:    "Japan's 

:sh  produce  sector  is  on  the  verge  of 

pan  cataclysmic  fall  in  production." 

tatk.Are  125  million  Japanese  on  the 

ipirink  of  malnourishment?  Of  course 

>t.  They  will  feed  themselves  the 

ty  other  food-poor  countries  feed 

smselves,  by  importing  more  food 

Com  the  U.S.  and  other  food-rich 

intuntries.  Toyotas  and  vcrs  for  aspar- 

us  and  pork  chops.  With  a  strong 

rrency   and    bulging   foreign   ex- 

ange  coffers,  the  Japanese  can  very 

:11  afford  to  purchase  whatever  diet 

y  want. 

This  is  great  news  for  U.S.  farmers 

d  food  processors.  Already  the  big- 

st  single  export  market  for  U.S. 

mers  and  food  processors,  Japan 

t  year  imported  $12  billion  worth 

U.S.  agricultural  products  (exclud- 

forest  and  fish  products),  up  9% 

m  the  previous  year.  Says  James 

ker,  minister  counselor  for  agricul- 

al  affairs  at  the  U.S.  Embassy  in 

kyo:  "Japan  is  the  brightest  oppor- 

ity  [for  U.S.  food  exports]  in  the 

rid  we've  got  for  the  next  few 

■s."  Parker  sees  particularly  large 

ential  in  beef,  fresh  vegetables  and 

essed  food. 

atsuo  Horiuchi  agrees.  The  To- 
representative  director  for  Dole 
d  Co.,  Horiuchi  figures  that  in 
to  seven  years  more  than  $20 
ion  (wholesale)  worth  of  Japanese 
t  and  vegetable  production  will 
d  to  be  replaced  by  imports  on  an 
ual  basis. 

resh  vegetable  imports  are  already 
wing  rapidly.  Dole  Japan  imports 
aragus  from  California,  Mexico 
the  Philippines.  In  the  Philip- 
es,  Dole  is  experimenting  with 
wing  burdock,  a  popular  vegeta- 
in  Japan.  In  the  fast-growing  fro- 
i  vegetable  area,  where  Pillsbury  is 
ader  in  Japan,  most  of  the  product 


Last  fall  the  Japanese 

of  coverage  in  force. 

Thank  yOU)         government  announced  a 

The  Nokyo  system 

NokvO                     ^^  billion  agricultural 
*                       spending  package  to  help 

tends  to  charge  its  mem- 

bers exorbitant  prices  for 

farmers  cope  with  more 

such  items  as  fertilizer,  pes- 

open trade  under  the  Gen- 

ticides and  feed.  Its  ineffi- 

eral Agreement  on  Tariffs 

cient,  multilayer  distribu- 

and Trade.  Yet  much  of  the 

tion  system  keeps  costs 

money  will  be  squandered 

high.  Some  large-scale 

on  building  roads  and 

farmers  have  pulled  out  of 

draining  paddy  fields  and 

Nokyo,  but  small  and  part- 

won't  help  the  consolida- 

time farmers  tend  to 

tion  of  small,  inefficient 

buckle  to  the  social  pres- 

farms. This  will  further  re- 

sure to  buy  Nokyo  prod- 

tard the  development  of 

ucts.  Nokyo  offices  are 

more  productive,  more 

where  farmers  get  their 

profitable  farming  in  Ja- 

loans and  might  even  hold  a 

pan,  and  further  discourage 

wedding.  Nokyo  can  ill 

young  Japanese  from  go- 

afford to  lose  its  customers: 

ing  into  farming  (see  story). 

Its  banking  affiliates  are 

A  powerful  lobbyist  for 

currently  saddled  with  an 

the  package  was  a  giant  farm 

estimated  $117  billion  in 

cooperative  known  as  No- 

bad  debts  from  speculative 

kyo.  It  has  a  huge  stake  in 

loans.  Nokyo  must  hold 

maintaining  the  status 

on  to  what  business  it  can. 

quo.  With  380,000  employ- 

Nokyo was  created  in 

ees,  Nokyo  is  involved  in 

1947  to  help  Japanese 

finance  and  business  activi- 

farmers. Today  it  is  mak- 

ties that  reach  deeply  into 

ing  Japanese  farmers  un- 

farm life.  Norinchukin,  No- 

competitive,  and  so  in  a 

kyo's  main  bank,  has  assets 

sense  has  become  more  a 

of  $523  billion.  Its  insur- 

friend of  U.S.  and  other 

ance  arm  has  $4.2  trillion 

foreign  farmers.  -G.E.  ■■ 

sold  is  sourced  abroad. 

Japan's  food  orders  won't  arrive  at 
U.S.  farms  on  silver  platters.  In  vege- 
tables the  U.S.  faces  lots  of  potential 
competition  from  Asian  nations,  par- 
ticularly China.  Concerned  about  fu- 
ture shortages  of  domestic  supply, 
Japanese  retail  giant  Seiyu,  Ltd.  has 
teamed  up  with  a  Taiwanese  company 
to  grow  carrots,  cabbage,  broccoli 
and  onions  in  China.  Seiyu  is  also 
experimenting  with  importing  vege- 
tables from  Vietnam. 

Troubled  U.S.  cattle  ranchers 
should  get  a  measure  of  relief  from 
increasing  Japanese  sales.  Last  year 
sales  of  U.S.  beef  to  Japan  increased 
by  11%,  to  $1.5  billion.  Volume  is  up 
16%  and  the  figures  look  certain  to 
rise.  The  imports  are  the  primary  rea- 
son domestic  Japanese  beef  prices 
have  plunged  by  20%  or  30%  since 
1991,  putting  additional  pressure  on 
Japan's  beef  industry.  Reports  Su- 
sumu  Harada,  director  of  the  U.S. 
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Meat  Export  Federation's  Tokyo  of- 
fice: "Japanese  [meat]  vendors  are 
expecting  domestic  supply  to  be  re- 
duced drastically  by  the  end  of  the 
century."  Restaurant  chain  operator 
Skylark  already  buys  90%  of  the  beef  it 
uses  abroad. 

What  of  rice,  that  venerable  stum- 
bling block  to  better  U.S. /Japan 
trade  relations?  This  year  the  govern- 
ment opened  its  rice  market  a  crack, 
and  it  will  ease  regulations  on  rice 
distribution.  But  Yujiro  Hayami,  an 
economics  professor  at  Aoyama  Ga- 
kuin  University  in  Tokyo,  frets  lest  the 
measures  are  inadequate  to  the  task  of 
promoting  the  development  of  large- 
scale,  more  profitable  rice  farming. 

Tasuku  Kanesaka,  who  manages  a 
giant  rice  field  in  Chiba  prefecture, 
smiles  wryly  and  says:  "With  so  few 
young  people  going  into  the  business, 
we  don't  need  to  worry  about  rice 
imports.  Japanese  rice  farming  will 
self-destruct  on  its  own."  WM 
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Malcolm  Bricklin  is  known  for  his  four-wheel  failures.       50°  deale_r5- He  has  so  far  ^onvin 
Can  he  do  better  with  two-wheelers? 


Bikes  by  Bricklin 


By  Damon  Darlin 


Malcolm  Bricklin  is  perhaps  best 
known  for  his  eponymous  gullwing 
roadster,  which  laid  a  gigantic  egg  in 
1975.  A  decade  later  the  flamboyant 
entrepreneur  captured  the  U.S.  distri- 
bution rights  for  Yugoslavia's  Yugo 
car,  still  the  butt  of  talk  show  jokes. 

Now  56,  Bricklin  is  back  with  a  new 
vehicle  called  the  EV  Warrior.  It's  a 
battery-powered  bicycle  that  whirrs 
along  at  20  miles  per  hour  on  a  flat 
surface  and  cm  go  at  least  an  hour 
without  recharging.  Similar  to  a 
moped,  the  EV  Warrior  comes  in  three 
models,  priced  to  retail  at  $900  to 
$1 ,600  and  provide  the  retailer  with  a 
20%  gross  margin.  Target  audience: 
college-age  students  who  don't  want 
to  pollute. 

To  distribute  the  bikes,  Bricklin  is 
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EV  Warrior  founders  Malcolm  Bricklin  (right) 
and  Malcolm  Currie 

After  gas-powered  flops,  betting  on 
"the  culture  of  plugging  in." 


bypassing  conventional  bike  stores 
and  plans  to  sell  through  car  dealers. 
Bricklin  figures  bike  shop  snobs 
would  scoff  at  his  ungainly,  80-pound 
contraption,  which  is  made  in  Malay- 
sia and  comes  saddled  with  a  battery 
pack  and  Bosch  electric  motor  over 
the  rear  wheel.  Auto  dealers  have  far 
more  display  space  than  bike  shops, 
and  might  be  tempted  to  use  Brick- 
lin's  offbeat  bikes  to  build  traffic.  Best 
of  all,  the  dealers  advertise  heavily  on  a 
regular  basis.  "That's  worth  mil- 
lions," gushes  Bricklin. 

Bricklin  is  aiming  for  a  network  of 


about  150  dealers  to  fork  c 
$18,500  each  for  an  exclusive  di 
bution  agreement  in  their  local  ar< 
plus  an  initial  order  of  eight  bikes  i 
accessories. 

It  hasn't  been  an  easy  sell.  "At  fii 
thought  the  idea  was  a  little  gool 
says  Gary  Potter,  general  manage 
Brown  &  Brown  Nissan  in  Ten 
Ariz.  "And  then  I  thought,  'Make 
Bricklin?  He  likes  to  go  broke  a  lot 

But  Potter  ultimately  figured 
bright  green,  red,  yellow  and  pu 
bikes  might  build  traffic  for  his  c 
especially     among     the     univei 
town's  students. 

To  raise  money  for  his  latest  \ 
ture,  Bricklin  talked  about  20  in 
tors  into  giving  his  Electric  Bic 
Co.  over  $5  million.  The  inves 
include  such  high-profile,  ecolc 
minded  people  as  steamy  novel  wi 
Sidney  Sheldon  and  St.  Louis  ( 
merly  Los  Angeles)  Rams  ov 
Georgia  Frontiere.  Given  Brick 
reputation  for  automotive  fiascos, 
investors  insisted  that  Bricklin  sur 
der  financial  control  of  Electric  B 
cle  Co.  Shrugs  Bricklin:  "Being  re 
tic  is  another  thing  I've  learned." 

To  lend  some  respectability  to 
concept,  Bricklin  recruited  Male 
Currie,  the  retired  chief  executiv 
the  Hughes  Aircraft  division  of  0 
eral  Motors  Corp.  and  an  ele< 
vehicle  enthusiast.  Unlike  Bricl 
Currie,  now  chairman  of  Electric, 
cycle,  is  a  nuts-and-bolts  engi 
with  a  sterling  reputation.  You  cat 
him  wince  when,  during  an  inter 
at  Bricklin's  beachfront  condo  in  J 
ibu,  the  promoter  starts  fantasi 
about  future  models  with  lithium 
teries  instead  of  lead  acid,  and  v. 
he  throws  around  sales  projectioi 
100,000  bikes  a  month.  "What  n 
bers  w,ere  you  quoting  while  I  wai 
of  the  room?"  Currie  chides  Bri< 
at  one  point. 

As  a  resident  of  Malibu,  Brii 
often  thinks  about  entertainment 
plans  to  launch  comic  books  a 
Saturday  morning  cartoon  featv 
teenage  heroes  who  ride  neon 
ored  EV  Warrior  bikes,  ostensib 
build  Warrior  awareness  among 
lions  of  potential  future  custor 
Boasts  Bricklin:  "This  is  the  be 
ning  of  the  culture  of  pluggin; 
instead  of  filling  up." 
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Rover's  been  refined 
rs,  but  the  20-year-old 
ests  that  classic  lines 

of  style. 


uui»  wvuiu  nave  my  xeein  raining. 

Instead,  I  casually  sipped  a  cup  full 
of  hot  coffee  and  spilled  not  a  drop. 
I  was  driving  a  Range  Rover. 


'iJESlfllRj 


In  1970,  however,  Rover  did  itself 
proud  with  the  introduction  of  what 
was  at  that  time  the  finest  4-wheel- 
drive  utility  vehicle  in  the  world,  the 
Range  Rover.  Seventeen  years  later, 
there  still  is  nothing  finer.  And,  at  last, 
Range  R< 


n  my  book  the  Range  Rover  still  has  no  equal  when  it 
mes  to  the  contradictory  tasks  of  providing  on-road 
•toring  in  comfort  and  style  and  the  off-road  ability  of  a 
tuntain  goat  when  the  urge  or  conditions  beckon. 
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"It's  as  if  someone  buiit  a  luxury 
(ar  atop  a  locomotive." 
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We  traveled  in  a 

comfort,  style,  and 

confidence  only 

the  Range  Rover 

provides. 


DESCRIPTIONS  OF  THE  ROVER'S 
EXTERIOR  INCLUDED  "the  class 
classic,"  "distinctive,  impressive  and 
handsome,"  "angular  but  stylish,"  and  "boxy 
but  elegant."  One  tester  wrot"  -2sx 


Tl 
tr 
m 
w 
tv 


lover 

the  opportunity  to 
Range  Rover,  then  a 
mcle,  at  the  compa- 
•ngland,  off-road  test 
the  most  impressive 
ve  (4WD)  vehicle  I'd 

:i  o  wonder  it  was  win- 
rallies  through  the 

CJJserts  of  Africa,  ft 

jiuch  different  today- 
under  the  skin-but 
the  best  and. 

jjfcte 


No  other 

SUV  has  the 

Rover's  unique 

combination 

of  style, 
performance, 
and 


The  unanimous  verdict:  If  man  were 
only  allowed  to  own  one  car,  and  if  that 
one  car  were  meant  to  be  the  perfect 
all-rounder — spacious,  comfortable, 
powerful,  capable  of  going  on  where 
the  roads  end — then  the  choice  would 
quickly  narrow  down  to  one  vehicle: 
the  Range  Rover. 


"In  short,  the 

Range  Rover  is 

still  the  best  in 

the  world  at 

what  it  does." 


Really  serious  car  < 

long  acknowledged  Br 

Range  Rover  as  the  or 

wheel-drive  car  worthj 

consideration  in  the  n 

ruly  great,  and  it  has 

among  sport-  anc 

Europeans  sir 

uced  as  the  luxi 
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Rang* 


r  a  quarter  of  a  century,  Range 
/ere  have  survived  the  most  brutal 
rttory  in  the  automotive  world. 

le  editorial  page. 
Therefore,  the  County  Classic  needs 

introduction, 
tje  Suffice  it  to  say  that  its  14-gauge 
:1  chassis,  pillowing  electronic  air 
pension,  permanent  four-wheel 
'e,  and  tireless  3.9-liter  V8  engine 
ke  this  Range  Rover  ideal  for  driving 


over  endless  rock  beds,  through  arctic 
blizzards,  and  back  to  the  executive 
parking  space. 

Its  dual  airbags,  all-terrain  ABS,  and 


RANGE  ROVER 


electronic  traction  control  help  make  its 
armchair  seating  all  the  more  relaxing. 

And  at  around  845,000,*  it  may 
well  be  the  only  affordable  work  of  art 
ever  exhibited  at  the  Louvre. 

So  why  not  call  1-800-FINE  4WD  for 
the  Land  Rover  dealer  nearest  you? 

The  County  Classic  is,  after  all,  the 
most  refined  and  elegant  version  of  the 
original  Range  Rover. 

But  don't  take  our  word  for  it. 


Without  classified  advertising,  newspapers  would 
be  in  desperate  straits.  Can  they  keep  their  grip  on 
the  business  as  it  moves  from  newsprint  to  modem? 

Help  wanted: 
on-line  publisher 


By  David  C.  Churbuck 

LET'S  SAY  you  just  moved  to  Chicago 
and  want  an  apartment.  You  pay 
$1.50  for  a  Sunday  Chicago  Tribune 
and  paw  through  its  2-pound  classi- 
fied section.  Two  hours  later  you  have 
circled  32  ads  that  look  promising — 2 
bedrooms,  no  more  than  $1,000  a 
month,  within  3  miles  of  your  office. 

What  a  waste — of  your  time,  of 
newsprint  and  of  fuel  to  schlepp  the 
classified  section  all  over  town,  mostly 
to  subscribers  who  don't  even  glance 
at  the  classifieds  because  they  aren't  in 
the  market  for  its  wares.  How  much 
better  it  would  be  to  sort  the  apart- 
ment listings  on  a  computer  attached 
to  an  on-line  service. 

But  the  Tribune  Co.,  publisher  of 
the  Chicago  paper,  needs  those  classi- 
fieds. These  ads  brought  in  $385 
million  last  year  for  the  Trib  and  the 
company's  other  dailies.  That's  a  lot 
of  revenue  for  a  newspaper  group 
whose  operating  income  (profits  be- 
fore depreciation,  interest  and  taxes) 
was  only  $359  million. 

Put  it  this  way:  Minus  classifieds, 
the  Chicago  Tribune  would  be  a  pale 
image  of  what  it  is  today.  Most  metro- 
politan newspapers  are  in  the  same 
boat  and  so  are  many  weeklies.  Classi- 
fied advertising  hauled  in  $12.5  bil- 
lion for  daily  newspapers  last  year, 
according  to  Miles  Groves,  chief 
economist  of  ihe  Newspaper  Associa- 
tion of  America.  That  represented 
37%  of  their  total  revenue  and  a  12% 
increase  over  classified  revenue  the 
year  before. 

Newspaper  publishers  are  well 
aware  of  the  threat.  As  advertising 
goes  digital,  they  want  to  ^reserve  the 
business  for  themselves.  Tribune  Co., 
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which  doesn't  relish  buying  maybe 
50,000  tons  a  year  of  paper  on  which 
to  print  its  classifieds,  publishes  classi- 
fieds on  America  Online  and  its  help 
wanted  section  on  the  Internet. 

But  can  the  country's  1,538  dailies 
keep  the  lucrative  want  ad  business  to 
themselves?  These  papers,  almost  all 
of  them  de  facto  monopolies,  can 
readily  fend  off  competitors  in  the 
print  medium.  That's  because  the 
cost  of  entry  to  a  potential  invader — 
replicating  the  fleet  of  delivery  trucks 
and  newsstands,  for  instance — is  just 
too  high.  Not  so  electronic  classifieds. 
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Newspaper  killers? 

From  aviation  to  yachting,  dating  to 
jobs,  the  Internet's  World  Wide  Web  has 
embraced  classified  advertising  as  one 
vehicle  for  making  money  on-line. 


Any  enterprising  fellow  can  get  into 
this  business. 

Here's  one:  Gary  Kremen,  31, 
principal  owner  of  Electric  Classi- 
fieds, Inc.  in  San  Francisco.  With  the 
help  of  $1 .7  million  in  venture  capital 
from  outsiders — including  Ronald 
Posner,  a  software  industry  veteran 


(Forbes,  Apr.  29,  1991)— Kre 
has  opened  a  classified  adverti 
business  on  the  Internet's  W 
Wide  Web.  So  far  this  two-month 
service  is  limited  to  lonely  heart 
(http://www.match.com)  and 
only  3,000  listings.  But  this  is  ji 
warm-up.  Next  year  Kremen  wil 
pand  into  real  estate  and  used-car 

Electric  Classifieds  is  priced  t< 
tract  business.  You  don't  pay  to 
ads  or  to  read  them.  If  you  want  t< 
an  advertiser  for  a  date,  you  will 
$5  to  $8  to  send  an  E-mail  messaj 
that  person.  The  rental  and  car 
will  work  the  same  way:  The  pe 
responding  to  the  ad  will  pay  to 
touch  with  the  advertiser. 

The  digital  world  knows  no 
graphic  bounds.  It  happens  tha 
most  all  of  Kremen's  business  to 
has  come  from  the  San  Francisco  i 
but  there's  no  reason  he  can't  tatal 
just  as  easily  from  Houston  or  CI 
go.  Viewers  can  electronically  sc 
ads,  if  they  want,  in  order  to  see 
those  from  nearby.  Internet  con 
tions  across  the  country  are  jui 
cheap  as  connections  across  town 

It  doesn't  cost  much  to  run  ar 
line  service  like  this.  Software  capt' 
the  necessary  data  from  adverti ; 
software  dispenses  the  informatic! 
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viewers,  who  can  sort  or  screen  ii 
about  any  way  they  want. 

Don't  count  the  newspaper  ou 
The  medium  has  faced  technolo 
threats  before.  Newspaper  publi: 
saw  the  value  in  broadcast  lic< 
decades  ago  and  snapped  mar 
them  up.  Newspapers  were  willii 
pour  tens  of  millions  of  dollars 
videotex,  a  sort  of  on-line  service 
was  before  its  time  and  failed. 

The  newspaper  industry  was 
beginning  in  the  1970s,  the  firs 
user  of  networked  word  proces 
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iBctric  Classified's  Gary  Kremen 

s  system  sorts  ads  according  to  the  reader's  location  and  preferences. 
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it  odern  descendants  of  those  early 
ta  processing  systems  are  now  used 
produce  the  classifieds  that  go  into 

olo;  day's  papers. 

iblis  i  Responding  to  the  obvious  threats 
their  revenue  base,  newspapers  not 
dy  are  launching  their  own  on-line 

i  Ports,  but  also  are  banding  together, 
lis  spring,  nine  big  newspaper 
ains  formed  the  New  Century  Net- 
irk  to  establish  a  common  technol- 
,y  for  sharing  stories  and  advertising 

the  Internet. 
Says  Eric  Meyer,  who  runs  an  on- 


rvice 
I 

was 
;firs|er 

occs 


line  journal  about  on-line  media 
(http:  //www.newslink.org),  "News- 
papers have  a  tremendous  advantage, 
if  they  don't  blow  it,  and  that's  the 
infrastructure  to  take  the  ads,  run  the 
ads  and  bill  for  the  ads." 

One  thing  is  certain,  however: 
Even  if  the  newspapers  do  hang  on  to 
the  business,  it  will  become  less  profit- 
able for  them,  especially  if  they  must 
compete  with  vendors  who  charge  for 
the  ads  only  on  a  per-inquiry  basis. 

Here's  another  threat  to  newspa- 
pers: The  big  winners  in  on-line  classi- 


fieds may  be  neither  newspapers  nor 
tiny  upstarts.  They  may  be  media 
giants  with  name  recognition  and 
software  or  communication  skills.  An 
MCI  or  a  Microsoft  could  emerge  with 
a  big  slice  of  that  $12.5  billion  pie. 

Bottom  line:  Newspaper  stocks, 
despite  Warren  Buffett's  well-known 
fondness  for  them,  are  at  best  a  hold. 
Stocks  of  newsprint  producers,  too, 
are  endangered:  No  matter  who  cap- 
tures the  on-line  medium,  the  days  of 
the  2 -pound  classified  section  are 
numbered.  90 
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COMPUTERS/COMMUNICATIONS 


Hot  stock  tips  cool  quickly.  Multex  Systems  gets  them 
to  brokerage  clients  while  they're  still  sizzling. 

Fast  delivery 


By  Nikhil  Hutheesing 

Stock  tips  age  as  fast  as  fish.  That's 
why  brokers  don't  wait  for  the  mail  to 
get  the  word  out  when  an  analyst 
upgrades  or  downgrades  a  recom- 
mendation. They  call  up  their  clients 
with  the  news,  starting  with  the  cli- 
ents who  send  them  the  biggest 
trades.  The  12 -page  analyst  report 
that  follows  by  mail  is  just  a  footnote. 

Phone  calls  and  mail  are  old  hat, 
says  Isaak  Karaev,  the  founder  and 
chief  executive  of  Multex  Sys- 
tems in  Jersey  City,  N.J.  His 
on-line  system  feeds  Wall 
Street  research  from  broker- 
age firms  to  institutional  cli- 
ents electronically.  Users  sit- 
ting in  front  of  a  desktop  com- 
puter get  a  beep  when  a  hot 
report  comes  in. 

You  can  make  a  bundle  of 
money  owning  and  publishing 
financial  data — witness  the 
success  of  such  firms  as 
Bloomberg  L.P.,  with  its  stock 
and  bond  quote  terminals. 
Karaev's  ambitions  are  more 
modest.  His  firm  doesn't  own 
the  research  it  hands  out.  He 
doesn't  compete  with  Wall 
Street.  He  competes  with  the 
Postal  Service. 

Karaev,  48,  got  the  idea  MB 
when  he  was  an  executive  in 
the  brokerage  services  division  at 
Automatic  Data  Processing,  adp  liked 
the  idea — and  also  liked  Karaev's  idea 
that  he  should  quit  his  job  to  start  a 
new  company. 

With  backing  from  his  old  employ- 
er, Karaev  started  Multex  two  years 
ago.  All  told,  Karaev  raised  $8  million 
in  startup  money,  including  some 
from  AT&T,  printer/database  opera- 
tor R.R.  Donnelley  and  venture  capi- 
talists Euclid  Partners. 

Karaev  is  a  good  salesman.  He 
raised  this  capital  while  giving  up  only 
a  minority  stake.  He  and  a  partner  put 
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in  $500,000;  they  and  other  employ- 
ees have  more  than  half  the  stock. 

Karaev  wasn't  the  first  person  to 
come  up  with  the  bright  idea  of  deliv- 
ering Wall  Street  research  on-line. 
First  Call,  a  Boston  firm  48%  owned 
by  a  consortium  of  brokerages  and 
52%  owned  by  Canadian  publishing 
giant  Thomson  Corp.,  has  had  a  simi- 
lar service  in  place  since  1985. 

But  First  Call  was  vulnerable.  Its 


0   m 
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Multex  Systems  founders  Isaak  Karaev  and  James  Tousi 
"People  hate  monopolists.  That  has  helped  us." 


service  consisted  only  of  text  summar- 
ies of  morning  meetings  at  brokerage 
firms.  Multex  offers  a  spiffier  ser- 
vice— full-text,  full-color  research 
rich  with  charts,  tables  and  graphs. 

First  Call  fought  back;  besides  its 
existing  service,  it  now  offers  full  re- 
search reports  on-line  as  well.  But  its 
early  lock  on  this  business  seems  to 
have  dulled  its  competitive  juices. 
"People  hate  monopolists  in  this 
country,"  says  Karaev,  an  immigrant 
from  Belarus  in  the  old  Soviet  Union. 
"That  has  helped  us." 

First  Call's  service  is  pretty  expen- 


sive for  all  involved.  First  Call  chai  I 
wirehouses    to    distribute    their    : 
search,  and  although  it  won't  disc  a 
figures,  brokers  say  the  fees  can  re  1 
$100,000  per  year  for  a  big  firm  t 
puts  out  a  lot  of  reports.  First  Call ;  ( 
squeezes  its  subscribers:  $1,000  { 
front  and  then  $2,500  a  month  it 
access  the  system,  for  up  to  25  use  . 
Multex  charges  brokers  nothing  J 
charges  subscribers  nothing  up  frc  t 
A  subscriber  pays  $1 ,500  a  month  »i 
each  database  server  installed  at  M  [■ 
tex's  expense  on  the  subscriber's  f 
mises.  That  server  can  handle  que  :: 
from  up  to  50  desktop  compui  i 
(supplied  by  the  subscriber).  At  b  1 
Multex  and  First  Call,  research  is 
leased  only  to  clients  of  the  broki 
choosing. 

An  analyst  transmits  his  report  t 
Multex  processing  center  in  Jen 
City.  It  can  be  written  in  any  a 
variety    of  formats,    rang: 
from    Word    to    PageMak 
There,  computers  sift  throi 
the  files,  creating  indexes 
that  subscribers  can  search 
reports  for  key  words.  Mul 
uses  Adobe's  Acrobat  softw 
to  convert  the  reports  to 
format  that  retains  the  n 
visual  detail  (headlines,  ty 
fonts,  graphics  and  so  on); 
the  original  without  consui 
ing  the  huge  memory  space 
image  file  would  consume. 
Multex,  which  has  had 
system  in  operation  only  sir 
mid- 1994,  took  in  around 
million  last  year.  The  comp; 
says  that  it  has  60  broken 
gnant         firms  feeding  research  repc 
into  its  computers.  First  C 
has  27.  First  Call  still  leads 
subscribers,  however,  110 
stitutions  to  75  for  Multex. 

Multex  is  seeking  new  outlets.  L 
month  Bloomberg  made  the  Mul 
service  available  over  its  50,000  t 
minals  worldwide  (again,  only  to  ; 
thorized  brokerage  clients).  Mul 
should  be  on  Reuters  in  this  ye£ 
fourth  quarter.  Later  this  year  Kar. 
hopes  to  offer  his  service  to  anyc 
with  a  computer  and  a  modem.  I 
what  will  probably  be  a  modest  f 
individual  investors  will  be  able  to  | 
on-line  versions  of  the  same  reseai 
reports  that  they  are  now  entitled 
get  by  mail.  I 
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Toshiba  Multimedia 
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■T2150CDT  -1 0.4  dia.  color 

active  matrix  display '8MB 
RAM  expandable  to  32MB 
•75MHz  Intel  DX4™3.3v520 
llion  Bytes  (=500MB)  HDD 
•Two  stacked  PCMCIA 


(PC  Card)  slots  (two  Type  I- 
or  one  Type  III)  •Accupoinf 
integrated  pointing  device 
•Sound-Blaster1"  Pro 
compatible,. WAV  and  MIDI 
sound  support 


Time  and  space  died  yesterday.  A  new  language  was  born. 

An  advanced  portable,  with  an  integrated  CD-ROM,  the  Toshiba  Satellite  Pro  T2150CD  Series  Notebook 

Multimedia.  Moving  as  fast  as  your  ideas. 

is  almost  as  easy  to  use  as  a  TV  but  infinitely  more  capable. 
Now  you  are  totally  portable.  Turning  words  into  entertainment. 

Enormous  data  storage,  speed  and  stereo  sound  will  transform  your  thinking  forever. 

Across  time  zones  or  across  the  road.  You  are  your  nomadic  ancestors  again. 

Carry  the  contents  of  the  last  200  years  of  thinking  under  your  arm.  Supported  by  its  own  semiconductor  technology, 

This  time  in  the  fast  lane.  Step  quickly. 

Toshiba  is  mapping  the  new  multimedia  frontier.  This  is  just  the  beginning.  Stay  tuned. 


In  Touch  with  Tomorrow 

TOSHIBA 


http://www.  toshiba .  com 
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THE  SOFTWARE  HORIZON 

Little  people 
steal  the  show 


COMMENTARY  BY  JOSEPH  R.  GARRER 


Joseph  R.  Garber  is  a 
strategist  with 
Americom  Corp.  in 
San  Francisco. 


This  year  I  was  again  invited  to  join  the  judg- 
ing for  NewMedia  Magazine's  annual  Invision 
awards,  helping  to  select  the  best  multimedia 
software  created  during  the  past  12  months. 

The  contest  drew  850  entries.  When  it  was 
over,  only  a  few  big  software  or  media  compa- 
nies were  to  be  found  in  the  winners'  circle. 
No  real  surprise  there:  If  you  want  to  find  star- 
tling originality  and  refreshing  creativity,  you 
look  to  the  entrepreneurs.  This  year  they  have 
outdone  themselves. 

Hands  down,  the  best-in-show  was  Passage 
to  Vietnam — a  visually  stunning  CD-ROM  com- 
pendium of  350  photos  taken  by  70  photogra- 
phers. A  nice  bonus  on  the  disk:  Several  photog- 
raphers comment  on  their  techniques,  illus- 
trating their  interactive  chats  with  examples 
from  their  private  portfolios.  As  an  electronic 
coffee-table  book,  Passage  to  Vietnam  is  utterly 
gorgeous.  As  well  it  should  be:  Producing  the 
thing  cost  $2  million. 

At  the  other  end  of  the  expense  scale, 
Lebuse's  Letters  was  created  on  a  $500  bud- 
get. Developed  by  the  grandson  of  one  of  its 
heroines,  the  software  tells  the  true  story  of 
two  Czech  sisters  separated  at  the  outbreak  of 
World  War  II.  One  escaped  to  America.  The 
other  remained  trapped  behind  the  Iron  Cur- 
tain. The  two  women  were  never  reunited, 
but  corresponded  until  their  deaths.  If  you 
don't  believe  a  computer  disk  can  touch  the 
emotions,  take  a  look  at  this  one.  That  is,  if  you 
can  get  a  copy — inexplicably,  its  creator 
(Robert  Linehan  of  Bethesda,  Md.)  has  yet  to 
find  a  publisher  for  it. 

As  for  games,  my  favorite  was  PaaTaank,  a 
sort  of  pinball  game  seen  from  the  perspective  of 
the  ball.  A  word  of  warning — while  fast  and 
funny,  PaaTaank  is  definitely  not  intended  for 
those  who  suffer  from  motion  sickness.  An- 
other excellent  time  waster:  Slam  City  with  Scot- 
tie  Pippen.  It's  a  basketball  simulator,  of 
course,  and  one  sure  to  get  your  adrenaline 
pumping.  For  those  who  like  puzzle-solvers,  I 
would  recommend  two:  The  11th  Hour  (a.  se- 
quel to  last  year's  bestselling  7th  Guest),  and 
Voyeur,  an  uncommonly  well  written  and  acted 
interactive  movie  with  a  plot  reminiscent  of 
Alfred  Hitchcock's  Rear  Window. 

Less  fun,  but  of  more  enduring  value,  were 
the  multimedia  products  intended  for  business, 


mostly  training  and  marketing  CDs. 

With  128  submissions,  CD-ROMs  entered  i 
der  the  "sales  and  marketing"  heading  outn 
bered  entrants  in  almost  every  other  categor 
And  no  wonder.  If  you  are  an  adman,  your  de 
tion  of  nirvana  is  a  medium  that  makes  custx 
ers  want  to  sit  down  and  interact  with  your  s 
The  top  award  went  to  Bose  for  an  interacti 
demonstration  of  its  speakers  sufficiently  imp 
sive  to  make  even  the  most  sales-resistant  (n 
for  example)  think  about  buying  a  set. 

Other  winners:  Clement  Mok  Designs,  c 
veloper  of  an  impressively  persuasive  cdro 
catalog  for  Herman  Miller  furniture;  McGi 
Multimedia,  creator  of  a  razzle-dazzle  multi 
dia  show  for  Toyota;  Digital  Facades,  whicl 
did  the  same  for  Acura;  and  O'Hara  Systen 
builder  of  an  in-pub  interactive  kiosk  for  L; 
batt,  which — unless  I  miss  my  bet — is  goin 
sell  a  lot  of  Canadian  beer. 

As  with  advertising,  training  works  best  i 
the  trainee  interacts  with  the  lessons.  No  b< 
demonstration  of  this  principle  exists  than  ; 
CD-ROM  created  by  Lexus  for  its  dealers.  Wl 
lessons  does  it  teach  car  salesmen?  Just  wha 
you  would  expect:  how  to  extract  every  last 
nickel  from  customers  and  still  leave  them 
feeling  good  about  the  process. 

Other  award  winners  included  Personal 
Protective  Equipment  from  Coastal  Video  C 
muncations.  Targeted  to  blue-collar  worke 
the  program's  portrayals  of  accidents  in  the 
making  are  sufficiently  graphic  to  persuade 
most  employees  to  take  safety  seriously.  At 
other  end  of  the  personnel  spectrum,  the  L 
vard  School  of  Business  weighed  in  with  a 
thought-provoking  multimedia  package 
called  Becoming  An  Effective  Manager.  Bas 
on  Professor  Linda  Hill's  work,  its  case  stu( 

If  you  don't  believe  a 
computer  disk  can  touch  the 
emotions,  take  a  look  at 
"Lebuse's  Letters." 


include  delegating,  hiring,  handling  stress  i 
managing  your  boss.  The  presentation  is  fii 
class  and  the  lessons  are  full  of  good  advice 

Finally,  a  training  package  titled  Sexual  1 
rassment  in  the  Workplace  received  kudos.  1 
sonally,  I  thought  the  thing  didactic,  patro 
izing,  lamely  acted  and  a  showcase  for  lawy 
who  need  no  encouragement.  However,  pc 
litical  correctness  prevailed. 

As  did  the  entrepreneurs.  When  the  judg 
was  over,  the  score  was  7  gold  medals  for  tl 
empires,  31  gold  medals  for  entrepreneuria 
companies  no  one's  ever  heard  of. 

At  least  not  yet.  Bi 


84 


Forbes  ■  July  3, 


Aii  Idea  Without  A  Customer  Goes  Nowhere  Fast. 

At  Advanced  Micro  Devices,  we  champion  ideas  that  make  a  difference  to  our 
customers.  Ideas  we  transform  into  microchips  that  make  personal  computer  and 
communications  systems  perform  Letter.  As  a  result,  AMD  is  Number  1  or  2  in 
the  world  in  evenj  market  where  we  compete— microprocessors,  communications 
circuits,  flash  memories  and  programmable  logic.  Which  is  not  to  say  weve 
crossed  the  finish  line.  The  truth  is,  we  win  when  our  customers  -win.  That  s  why 
our   12,000  people  worldwide  are  racing  into  the  future  with  a  singular  vision: 

If  it's  a  good  idea.  If  it  makes  a  difference.  Run  witk  it. 

AMDS 

Run    with    it. 


1-800-222-9323   Internet:  http://www.amd.com 
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INSIGHTS 


The  Simpson  circus 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Orwell's  Revenge; 
E-mail  address  is 
72643.221  l@com- 
puserve.com 


Hollywood,  1942.  A  young  woman  has  a 
fling  with  Charlie  Chaplin.  She  gets  pregnant. 
At  the  scandalous  paternity  trial  that  follows, 
the  woman  testifies  in  some  detail  about 
every  time  she  slept  with  Chaplin.  His  wit- 
nesses establish  that  she  had  other  lovers. 
Chaplin  is  required  to  parade  in  front  of  the 
jury  beside  the  woman  and  her  infant  daugh- 
ter— so  that  the  jury  can  see  if  they  look  the 
same.  They  do,  the  jurors  decide.  Chaplin 
was  the  father. 

But  in  fact  he  wasn't.  Blood  types  are  genet- 
ically determined.  The  A  and  B  antigens  don't 
occur  in  a  child  if  they  don't  occur  in  at  least 
one  of  the  parents.  The  baby  girl  had  group  B 
blood.  Her  mother  didn't.  Neither  did  Chap- 
lin. The  jury  knew  all  this.  So  did  the  trial 
judge.  So  did  the  California  appellate  court 
that  affirmed  the  verdict.  Chaplin  paid  anyway. 

O.J.  Simpson  probably  won't.  Give  counsel 
like  Cochran  and  Dershowitz  six  good  bill- 
able months,  and  they'll  spin  out  as  much 
"doubt"  as  anyone  could  ever  need.  Fortu- 
nately, most  murderers  can't  afford  them. 

Many  civil  litigants  can.  Spin  out  enough 
doubt  about  silicone  breast  implants,  and  you 
extract  $4  billion  from  Dow  Corning.  Tell  a 
Texas  jury  about  those  sharpies  from  New 
York,  and  you  can  appropriate  $3  billion  of 
Texaco's  money.  Hundreds  of  millions  of  dol- 
lars are  routinely  put  in  play  in  patent  and 
antitrust  disputes. 

The  Simpson  trial  is  an  abomi- 
nation because  it  is  so  typical. 

Cochrans  and  Clarks  swarm  all  over  big 
jury  cases,  like  maggots  on  a  cadaver.  And 
what  you  get  is  the  Simpson  trial.   Process 
stacked  a  mile  high.  Judge  Ito  is  in  fact  over- 
seeing the  very  best  that  modern  American 
law  has  to  offer. 

Yet  this  vast  excess  of  "due  process" 
inspires  no  confidence  that  the  Simpson 
jury  will  call  the  facts  correctly.  Quite  the 
opposite:  The  higher  they  pile  the  process, 
the  less  justice  we  expect.  Lawyers  and 
judges  are  too  pathologically  narcissistic  to 
worry  about  the  practical  side  of  justice  any- 
more. They  are  infatuated  with  their  own 
ai  :ane  and  elaborate  rituals.  They  have 
erected  a  legal  Tower  of  Babel.  They  have 
lost  ai!  touch  with  common  sense  and  factu- 
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al  reality.  What  is  to  be  done? 

Start  trials  sooner  and  run  them  faster.  St; 
a  strict  clock  running  the  day  the  defendant 
indicted  or  the  complaint  is  filed.  We've 
reached  the  point  where  every  extra  hour  o 
preparation  by  lawyers  gives  us  less  justice, 
not  more.  Cut  off  repetitive  questions  and 
punish  lawyers  who  ask  them,  quickly  and 
firmly.  Prohibit  tag-team  lawyering:  Allow 
one  performing  lawyer  per  party,  no  more. 
Make  the  two  of  them  perform  a  solid  eigf 
hours  a  day.  Enforce  a  loser-pays  rule  again  j 
every  lawyer  who  files  a  losing  motion,  or 
raises  a  losing  objection. 

Improve  juries.  Draw  jurors  from  the  loca 
community.  Give  the  judge — not  the 
lawyers — an  hour  or  two  to  ask  a  few  obvio ! 
screening  questions  about  conflicts  of  inter- 
est. Discard  once  and  for  all  the  pernicious 
presumption  that  only  people  who  don't  re 
newspapers,  don't  study  science  and  don't 
earn  college  degrees  are  competent  to  sit  in 
judgment  on  the  rest  of  us.  In  complex  civi 
cases  involving  contracts,  patents,  antitrust 
and  so  on,  require  losing  parties  (not  taxpa1 
ers)  to  foot  the  cost  of  the  entire  circus  if  tl 
insist  on  a  jury  trial.  In  cases  like  those,  the 
only  "free"  trials  should  be  before  judges.  I 
the  judge  appoint  a  qualified  panel  of  exper 
if  he  needs  support  of  that  kind. 

Get  the  science  right.  When  scientific  evi- 
dence is  at  stake,  have  the  judge  appoint  a.i 
independent  expert  to  evaluate  it  early  on.; 
Have  that  expert  testify  first;  strictly  screer 
testimony  from  the  parties'  hired  guns.  Rii 
orously  exclude  junk  science  on  both  sides 
of  the  aisle. 

Society  needs  legal  procedures  that  can  h 
relied  upon  to  find  the  truth  and  nothing 
but,  whether  the  case  involves  cutthroat 
murder  or  silicone  implants.  We  don't  have 
such  procedures  today.  The  Simpson  trial  is 
an  abomination  not  because  it  is  so  unusua  \ 
but  because  every  last  slice  of  it  is,  in  fact,  s 
typical  of  what  lawyers  and  judges  routinely 
deliver  to  the  full  extent  of  the  client's  chec 
ing  account.  Dow  Corning  offered  billions 
breast  implant  claimants  not  because  silicoi 
causes  any  injury — an  overwhelming  body  i 
scientific  evidence  establishes  that  it  doesn' 
but  because  the  Simpsonesque  legal  proces: 
can  bankrupt  you  even  when  you  win,  and 
because  any  outcome  is  possible  when  the 
merchants  of  doubt  are  in  total  control. 

In  the  Simpson  courtroom,  legal  process 
itself  on  trial.  In  the  public  eye,  it  will  be  cc 
victed.  The  one  happy  outcome  from  this 
unhappy  mess  is  that  it  will  impel  judges  ai 
legislators  to  proceed  with  the  urgent  busi- 
ness of  getting  Hollywood  out  of  the  law,  c 
getting  the  law  back  in  touch  with  reality.  | 
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Quality  control  freak 

Trapped  between  rising 
costs  and  falling  prices 
three  years  ago,  Hous- 
ton-based Tenneco  Inc. 
figured  it  needed  quality 
control  programs  to  help 
boost  the  bottom  line. 
But  Ilene  Gordon,  a  prom- 
ising plant  manager  and 
the  diversified  industrial 
concern's  choice  to  start  a 
quality  program  at  its  $2.2 
billion  (sales)  packaging 
unit,  initially  resisted. 
''Quality  is  not  a  fast- 
track  position,"  Gordon 
remembers  thinking.  "I 
wanna  be  fast  track." 

But  once  in  the  job, 
Gordon,  now  41 ,  found  the 
track  anything  but  slow. 
Within  two  years  she  added 
$130  million  in  profits  to 


Thrifty  guy 


In  THE  DYING  thrift  busi- 
ness, Stanley  Bradshaw,  37, 
has  made  Chesterfield, 
Mo. -based  Roosevelt  Fi- 
nancial Group  into  a 
standout  survivor.  Chief 
executive  since  1991, 
he's  made  eight  acquisi- 
tions, more  than  quadru- 
pling assets  to  $9  billion. 
Including  appreciation 
and  dividends,  Roosevelt's 
stock  has  averaged  a  64% 
annual  return,  double  the 
industry  average.  The 
thrift's  expanded  product 


the  division  by  reducing 
downtime  and  increasing 
productivity.  Last  year 
Tenneco  tapped  her  to  be 
vice  president  of  operations 
in  hopes  that  she'll  dupli- 
cate her  success  across  the 
whole  company.  Her 
goal  was  to  add  $500  mil- 
lion in  operating  profit  by 
the  end  of  next  year. 

She's  already  halfway 
there.  By  negotiating  vol- 
ume discounts  from  sup- 
pliers and  reducing  billing 
errors  and  downtime, 
Gordon  tacked  $240  mil- 
lion onto  the  company's 
1994  bottom  line. 

Next  up:  training  em- 
ployees in  preventive  main- 
tenance and  trying  to  im- 
plement procedures  that 
minimize  environmen- 
tal waste. 

line  now  includes  tele- 
phone banking,  ATMs,  life 
and  home  insurance,  an- 
nuities and  mutual  funds. 

Roosevelt's  client  base 
is  up  sixfold,  to  293,000 
households,  since  Brad- 
shaw started  in  1985  as 
chief  lending  officer  after 
stints  at  a  commercial  bank 
and  a  smaller  thrift. 

Is  Bradshaw  worried 
thrifts  are  endangered? 
"When  there's  change, 
there's  great  opportunity," 
he  says,  "as  long  as  we 
evolve  better  and  faster 
than  the  competition." 


Roosevelt 
Financial's 
Stanley  Bradshaw 
A  standout 
survivor. 


Ilene  Gordon,  Tenneco's  quality  controller 
"I  wanna  be  fast  track." 


Today's  merchant 

David  Feld  lives  by  one 
truth:  Men  hate  to  shop,  so 
make  it  easy — and  cheap. 
This  he  learned  working  for 
his  parents,  Polish  immi- 
grants who  ran  a  men's 
clothing  stand  at  a  New 
Jersey  farmers  market.  So  in 
1971  Feld  opened  his 
own  store,  Today's  Man,  in 
Philadelphia,  peddling 
bell -bottoms  and  print 
shirts.  "I  wanted  a  real 
door  with  a  real  lease," 
he  says. 

Today  Feld,  47,  has 
just  that:  $217  million 
(1994  sales)  Today's 
Man,  based  in  Moores- 
town,  N.J.,  has  33  stores 
averaging  25,000  square 
feet  in  and  around  New 
York,  Philadelphia,  Chica- 
go and  Washington, 
D.C.  The  chain  sells  pri- 
vate-label and  designer 
suits,  ties,  dress  shirts  and 
sportswear  at  up  to  40% 
below  retail  prices — suck- 
ing business  from  depart- 
ment and  specialty  stores. 


With  two  public  off 
ings  since  1991  to  final 
expansion,  Feld  is  mo1 
ing  into  Boston  next  yji 
"We  want  to  be  natioi  1 
retailers,"  he  savs. 


David  Feld,  founder  of 
superstore  chain  Today's  M 
Taking  the  fear  and 
loathing  out  of  shopping 
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AS     RETIREMENT     NEARS,     YOU'LL 
FEEL    AN     OVERPOWERING     URGE    TO 
INVEST     MORE     CONSERVATIVELY. 
SHOULD     YOU     RESIST     IT? 


It's  a  very  normal  urge.  You've  worked  hard  to  accumulate  your  nest  egg  and  you  don't 
want  to  blow  it  now. 

But  there's  also  a  danger  in  playing  it  too  safe,  by  putting  too  much  of  your  retirement 
assets  into  fixed-income  instruments  such  as  CDs  and  money  market  funds.  Even  with  a  low  rate  of 
inflation,  you  risk  running  out  of  money  before  you  run  out  of  time. 

A  smarter  strategy  is  to  invest  for  total  return,  including  a  mix  of 
stocks  or  stock  mutual  funds.  Of  course,  this  poses  the  problem  of  what 
kind  of  stock  funds  to  buy.  Balanced?  Growth?  Inter- 
national? And  what  percentage  of  your  retirement 
assets  should  you  invest  in  each?  One  thing  is 
definitely  clear— you  need  a  plan  and  a  partner 
to  help  make  that  plan  work  for  you. 

You'll  find  both  at  Merrill  Lynch. 
One  of  our  Financial  Consultants  will  help 
you  design  a  plan  you  can  live  with,  emotionally 
as  well  as  financially.  We  also  have  more  ways  to 
make  that  plan  work  for  you  than  anyone  else. 
Hopefully,  you  are  beginning  to  feel  an 
overpowering  urge  to  pick  up  the  phone  and  call  us. 
That's  one  urge  you  should  not  resist.  Our  number  is 
1-800-MERRILL,  ext.  9457. 

The  difference  is  planning. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


THE  FUNDS 
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The  global  view  from 
Henley-on-Thames 

Should  your  portfolio  be  heavy  on  France,  light 
on  Japan?  Or  vice  versa?  Martyn  Arbib  has  made 
his  British  clients  rich  answering  such  questions. 


~v 


By  Peter  Fuhrman 

Martyn  Arbib,  a  56-year-old  money 
manager  in  England,  has  an  expensive 
hobby:  racehorses.  He  can  afford  to 
indulge  it  because  he's  extremely 
good  at  picking  winners  in  the  global 
investment  race. 

Arbib  is  the  founder  and  67%  own- 
er of  a  British  fund-management 
company,  Perpetual  Pic.  Based  in  the 
little  River  Thames-side  town  of  Hen- 
ley, 45  miles  west  of  London,  Perpet- 
ual runs  19  unit  trusts,  the  British 
equivalent  of  a  U.S. -based  load  fund. 

And  runs  them  well.  Six  of  Perpet- 
ual's  19  funds  have  achieved  higher 
returns  since   their  launch   than   all 


An  Arbib  sampler 


Where 
traded 

Company 

Recent 
price 

Price/ 
earnings 

NYSE 
NYSE 
NYSE 

Bankers  Trust 

Federal  National  Mortgage 

MBNA  Corp 

$62.75 
95.00 
32.25 

20 
12 

17 

NYSE* 
London 
Brussels 

Glaxo  Wellcome 
Thorn  EMI 
FortisAMEV 

23.00 
20.00 
105.00 

18 
23 
11 

London 
London 
Bangkok 

HSBC  Holdings 
Taipei  Fund 
Siam  City  Bank 

13.00 

86.00 

1.15 

13 
NA 
17 

London 
NYSE* 

Santiago 

Antofagasta  Holdings 
Telefonica  Argentina 
Chilectra 

4.60 

25.00 

5.25 

25 
14 
23 

*Amencan  Depositary  Receipt.  NA:  Not 
Source:  Datastream. 

applicable. 

Not  surprisingly  for  someone  whose  most  successful 
fund  is  international,  Martyn  Arbib  has 
very  cosmopolita.  tastes. 
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other  British  funds  in  the  funds'  re- 
spective sectors.  These  range  from  an 
income  fund  investing  in  high-yield- 
ing British  equities  to  one  investing 
solely  in  small  U.S.  companies. 

Trained  as  an  accountant,  Arbib  set 
up  his  first  fund,  Perpetual  Interna- 
tional Growth,  with  a  $40,000  port- 
folio. The  hind  is  up  a  stunning  22%  a 
year  in  sterling  terms  over  the  past  two 
decades,  the  best  record  among  all 
diversified  international  equity  hinds 
sold  in  Britain.  Success  attracts  mon- 
ey: Perpetual  has  $600  million  in  that 
flagship  hind  and  $6  billion  overall. 
Arbib's  personal  stake  in  the  money 
management  company  is 
worth  $430  million  at  Per- 
petual Pic's  recent  1,360- 
pence  close  on  the  London 
Stock  Exchange. 

Martyn  Arbib  has  a  nose 
for  stocks.  "On  one  of  my 
first  visits  to  a  racetrack," 
Arbib  reminisces,  "I  saw 
people  queuing  up  to  give 
their  money  to  [Lad- 
brokes] .  How  could  you  re- 
sist investing  in  such  a  com- 
pany, especially  one  selling 
then  at  two  times  earn- 
ings?" He  bought  into  the 
gaming  company  in  1968 
and  sold  most  of  the  posi- 
tion in  the  1970s,  after  the 
shares  rose  tenfold.  More 
important,  he  has  an  in- 
stinct for  how  to  make  his 
hinds  stand  out.  "I  decided 
that  the  object  should  be 


Martyn  Arbib, 
chairman  of 
Perpetual  Pic. 
Compared  to 
Wall  Street,  the 
British  market  is 
looking  better 
every  day. 


not  necessarily  to  outperforni 
market  but  to  outperform  other  j 
managers,"  he  explains. 

In  practice,  Arbib's  strategy 
veer  only  a  little  off  the  beaten  ft 
For  ,his    main    international 
funds,  Arbib  chooses  weighting  : 
each  foreign  market  only  a  bit  ( j 
ent  from  the  weightings  in  a 
market  index.   Reason:  The  g 
merely  to  edge  out  the  average  |r 
year  after  year,  not  to  make 
killing  in  any  one  year. 

The  U.S.  has  been  Arbib's  fa  ji 
market  for  most  of  Perpetual's  <■ 
ry.  "It's  the  biggest  emerging  n    '%,,„ 
in  the  world,"  Arbib  says.  He  \ !  Ity, 
early  investor  in  Home  Depot,  I  k$y. 
he  still  has  a  $  1 7  million  stake  I 
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[form  timer  he  bought  $7  million  of  IBM 
other  m  average  price  of  S55  a  share. 

Vrbib's  hinds  were,  until  recently, 
my  ;  holders  of  paper  and  packaging 
;attn  npanies,  particularly  Stone  Con- 
„y|  ier  and  Scott  Paper.  Now  he's  shift - 
j[lt,nt;  money  into  three  financial  stocks, 
J  bit  (literal  National  Mortgage  Associa- 
t,  mbxa  Corp.  and  Bankers  Trust. 
(3ut  even  great  growth  markets  can 
overpriced,  and  for  the  past  two 
lU|;e  >nths  Arbib  has  been  trimming  Per- 
ual's  U . S .  holdings .  They  are  down 
33%  of  Perpetual  International 
pwth's  portfolio,  against  a  37% 
,,  ,n  ghting  in  the  world  stock  market. 
,  «The  British  market,  in  contrast,  is 
,\king  better  even'  day.  The  U.K.'s 
nomic  growth  should  be  stronger 


icpot 


than  the  U.S.'  this  year;  at  a  recent 
3370,  the  Financial  Times  FTSE-100 
Index  is  hovering  around  its  alltime 
high  in  February  1994.  Arbib's  big- 
gest holdings  are  drugmaker  Glaxo 
Pic,  British  Telecom  and  National 
Westminster  Bank.  (All  three  have 
adrs  listed  in  the  U.S.)  Ahead  of  an 
expected  increase  in  consumer  spend- 
ing, Perpetual  has  lately  been  buying 
into  music  giant  Thorn  EMI  and  movie 
distributor  Rank  Organisation. 

Arbib's  funds  are  also  overweighted 
in  continental  Europe.  He  thinks  Ger- 
man interest  rates  still  have  a  ways  to  fall, 
and  that  this  will  particularly  benefit 
large  financial  sendees  companies.  Four 
insurance  companies  top  Perpetual's 
buying  list:  Germany's  Allianz  and  Mu- 
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nich  Re,  Italy's  Generali  and  the  Bel- 
gian-Dutch group  Fortis  amkv. 

Japan?  It's  27%  of  the  world  stock 
market  but  only  15%  of  Perpetual 
International  Growth.  Arbib  expects 
that  the  rising  yen  will  lead  to  a  fifth 
consecutive  quarter  of  declining  cor- 
porate profits. 

Arbib  and  his  1 5  portfolio  manag- 
ers are  quite  hot  on  the  rest  of  Asia, 
especially  Thailand,  Malaysia,  Tai- 
wan, the  Philippines  and  Singapore.  A 
favorite  is  the  $200  million  (assets) 
Thai  Prime  Fund,  which  trades  in 
Singapore  at  a  56%  discount  to  net 
asset  value.  They've  also  picked  up 
shares  of  two  London-traded  closed- 
ends,  Thai  Euro  Fund  (recent  dis- 
count, 40%)  and  Thai  International 
Fund  (37%). 

Arbib  liked  the  New  York  Stock 
Exchange -quoted  India  Fund  when  it 
was  selling  at  a  discount  of  40%  to  net 
asset  value;  he  doesn't  like  it  now,  at  a 
6%  discount.  China?  Nothing  much 
of  value  there,  says  Arbib.  One  of  his 
funds,  though,  has  just  invested  $1 
million  in  the  $25  million  (net  assets) 
Vietnam  Fund,  which  trades  on  the 
Dublin  Stock  Exchange.  He  doesn't 
like  Mexico,  but  he  has  been  buying 
other  Latin  shares:  Brazil's  Telebras 
and  Chile's  Chilectra,  Chilgener  and 
Chilquinta.  All  four  have  depositary 
receipts  traded  in  the  U.S. 

Under  Securities  &  Exchange 
Commission  rules,  British  and  other 
foreign  unit  trusts  can't  solicit  Ameri- 
can investors.  (Americans  may,  how- 
ever, buy  them.)  To  broaden  his 
reach,  Arbib  has  lined  up  U.S.  part- 
ners to  get  into  the  U.S.  fund  market. 
Over  the  last  nvo  months  he  signed 
separate  agreements  with  Chicago- 
based  insurer  Aon  Corp.  and  Rich- 
mond, Va. -based  brokerage  Wheat 
First  Butcher  Singer.  Perpetual  will 
take  over  the  management  of  a  global 
equity  fund  for  each  company. 

The  Wheat  First  fund,  now  called 
Mentor  Perpetual,  has  a  5.75%  load 
and  a  stiff  2%  annual  expense  ratio. 
Aon's  Life  of  Virginia  international 
variable  annuity  fund  carries  a  fund 
expense  ratio  of  1.75%  plus  a  1.4% 
charge  for  the  insurance  wrapper.  You 
might  be  better  off  taking  a  chance 
buying  some  of  Arbib's  current  hold- 
ings on  your  own.  Merrill  Lynch  will 
be  happy  to  handle  foreign  trades  of 
$25,000  and  up.  M 
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Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Loiry  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shootin 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  c 
1-800-FORBES-5. 

Forbes  Trinchera  Ran< 

A  Forbes  Executive  Retreat 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


the  New  York  Stock  Exchange — 
vhich  accounts  for  90%  of  the  market 
alue  of  all  U.S. -traded  stocks — an 
verage  of  335  million  shares 
hanged  hands  each  day  in  May,  up 
4%  from  last  year.  NYSE  volume 
brought  the  first  five  months  of  1995 

12%  ahead  of  1994. 

Will  the  rally  continue?  William 
eFevre,  a  strategist  for  Ehrenkrantz 
ing  Nussbaum  in  New  York,  is  opti- 
listic,  at  least  for  the  short  term. 
Many  money  managers  will  have  to 
;veal  their  portfolios  at  the  end  of 
jne,  and  the  last  thing  they  want  to 

11  customers  is  that  they're  holding 
lot  of  cash,"  he  says.  LeFevre  rec- 
mmends  AT&T,  a  market  laggard 
ue  to  its  McCaw  Cellular  purchase 
id  uncertainty  about  new  telecom- 
lunications   legislation.    LeFevre: 

've  yet  to  see  a  bull  market  where 
:&T  did  not  participate." 


i  Special  focus 


BAside  from  Southwest  Airlines,  a  Wall 
[Street  favorite,  the  carriers  on  this  list  sell 
■for  no  more  than  11  times  estimated 
■J1996  profits.  Airline  turnarounds  are 
■often  thwarted  by  overcapacity  or  a  spike 
■m  fuel  prices.  But  George  Melas,  a 
pjMatWest  Securities  analyst,  thinks  that 
B:ost-cutting  might  finally  bring  prof- 
itability to  this  industry. 
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Up  in  the  air 

Company 

Recent 
price 

Est  1996 
P/E 

Alaska  Air  Group 

161/s 

7.9 
6.9 

America  West  Airlines 

9V2 

693/8 


Continental  Airlines 

19 

10.9 

Delta  Air  Lines 
Northwest  Airlines 

68 
303/8 

10.7 
8.6 

Southwest  Airlines 
UAL 

22^/8 

14.7 

118/8 

8.7 

Source:  IBES  Inc. 

The  overall  market 
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The  Barra  All-US  price  index  as  of  6/8/95 

Market  value:  $6,286.3  billion 

P/E:  19.5 

P/E  minus  negative  EPS:  16.5 

Price/book:  2.9 

Yield:  2.3% 


12-month  closeup 


,„»„      "Barra  index 

iuuu      ■200-day  moving  average 


'85     '86     '87     '88     '89      '90 
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'92     '93 

'94     '95 
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Closeup  on  the  market 

Index  or  investment 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 

SSP/Barra  Growth  index 

0.8% 
0.9 

5 

13.7  % 
23.0 

-0.5% 
0.0 

S&P/Barra  Value  index2 
Dow  Jones  industrials 

0.5 
1.1 

SL 

15.6 
18.8 
16.3 

-1.2 
-0.6 
-0.6 

S&P  500 

0.7 
0.9 

Si 

NYSE 

13.2 
21.6 

-0.6 
00 

Nasdaq 

1.0 

m 

Amex 

-0.4 

■ 

11.0 
2.6 
0.9 

-0.5 
-3.7 
-6.1 

EAFE3 

-0.7 

■■ 

CRB  futures  index45 

-0.7 

■■ 

Gold   (Comex  spot) 

0.4 
-0.1 

■ 

1.0 

-8.9 

-47.1 
-54.0 

Yen5(per$US) 

i 

-18.4 
1.5 

Oil  5(W  Texas  Intermediate) 

-1.3 

■■ 

The  best  and  worst  performing  stocks 


Best 

Price 

2-week 
change 

1995 
EPS8 

Worst 

Price 

2-week 
change 

1995 
EPS6 

Lotus  Development 

63  i/2 
23/4 

99% 

$-0.03 

Corrpro 

8  3/8 

-55% 

$1.40 
0.80 

Iomega 

58 

0.13 
0.95 

Ideon  Group 
Chipcom 
Landstar  System 
Roberts  Pharmaceutical 

93/8 

-32 

Scientific  Technologies 

23 

42 

223/ 
21 1/2 
18i/2 

-29 

1.02 

Ride  Snowboard 
PLC  Systems 

28 /8 

10'/2 

41 
40 

NA 
-0.13 

-28 
-25 

2.29 
0.87 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Aerospace 

5.4% 

4.0 

3.7 

3.5 

3.4 

35.8% 

23.4 

19.9 

26.1 

23.9 

Water  transport 

-8.2% 

2.0% 

Containers 

Trucking 

-6.2 

-17.8 
13.4 
23.7 

-10.1 

Pharmaceuticals 

Beverages 

Paper 

Tobacco 

Hotels,  restaurants 

Misc  mining  metals 

-5.5 
-3.0 
-2.7 

iData  for  period  ending  6/8/95.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
Its.  ADRs,  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
p.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earmngs  ratios. 3  A  dollar-denominated  capitalization-weighted  index  of  more 
1, 100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder  Financial  Publishing, 
hate.  Source:  IBES  Inc.  'Shows  return  to  the  industry  factor  after  control  I  ing  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions 
I  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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FIXED  INCOME  REVIEW 


Treasury  yield  curve 


BY  ERIC  S.  HARDY 


9% 


One  year  ago 


4         

3 

3  months                                           1 

2 

i 

5 
Maturity  (years) 

10 

20 

30 

30-year  rate  minus  1-year  rate 

Corporate,  municipal  and  Treasu 
bonds  have  enjoyed  a  nice  rally  so 
this  year.  Most  show  double-di| 
annualized  total  returns. 

Will  inflation — which  appears  to 
under  control  for  the  moment — sp 
the  rally?  Not  according  to  Natioi 
Bank  economist  Mickey  Levy,  whc 
expecting  the  second  quarter  to  sh< 
little  or  no  economic  growth.  Tl 
bodes  well  for  the  bond  market.  Lx 
is  looking  for  the  yield  on  a  30-y< 
Treasury  (now  6.5%)  to  decline  to 
by  year's  end.  That  would  meai 
6.4%  capital  gain — augmented  by 
months'  worth  of  interest  income 
on  long  bonds  now  outstanding. 

Investors  worried  that  Levy 
wrong — that  rates  will  rise — shoi 
note  how  flat  the  yield  curve  is  ( 
top  graph).  In  other  words,  y 
don't  forfeit  much  yield  by  buyi 
only  1-  or  2 -year  Treasurys  instc 
of  those  that  mature  in  20  or 
years.  Note  that  the  6%  federal  fui 
rate — the  amount  member  ban 
charge  each  other  to  borrow  moi 
overnight — is  higher  than  sho 
term  Treasury  yields.  This  me; 
investors  are  expecting  a  decline 
the  fed  funds  rate. 

While  corporate/Treasury  yii 
spreads  have  widened  somewhat 
the  past  month,  it  still  doesn't  m; 
a  lot  of  sense  to  favor  AAA-ra 
bonds  over  riskless  Treasui 
Investors  pick  up  only  24  basis  po 
in  extra  yield,  and  corporates  are  s 
ject  to  state  and  local  taxes.  Mc 
gage -backed  bonds  offer  less  tha 
percentage  point  yield  advantage. 

What's  good  in  junk  bonds,  wr 
now  typically  yield  447  basis  po: 
more  than  Treasurys?  Salomon  c 
porate  bond  strategist  Dennis  A< 
likes  debentures  issued  by  Uni 
Adler  expects  the  firm  to  tender 
some  of  its  debt  and/or  buy  bad 
bonds  in  the  secondary  marl 
thereby  boosting  the  prices  of 
bonds.  Adler  also  likes  Long  Isl 
Lighting  bonds  that  mature  in  15 
These  unsecured  bonds  are  rated 
by  Moody's — a  notch  below  inv 
ment  grade — and  pay  175  b 
points  above  a  Treasury. 

Note:  Most  information  provided  by  Barra,  Inc.,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  2Yield  on  10-year  Treasurys.  3The  trailing  12-mc 
increase  in  the  overall  Consumer  Price  li  dex.  'Source:  CS  First  Boston.  "Source:  Lehman  Brothers.  'Composite  maturities.  'Data  through  5/31/95.  'Annualized. 
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Yield  versus  inflation 
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Yield' 

6 
3 
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Inflation 

'89 
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Spread  over 

Treasurys 

Total  returns 

Security 

Basis  points  '•' 

Security 

AAA  corporates 

1  year 

3  years 8 

AA  corporates 

35 
24 

13.4% 

9.3% 
7.6 

AAA  industrials 

Ginnie  Maes 

11.8 

Ginnie  Maes 
Junk  corporates 
Municipals 

89 
447 
-73 

Junk  corporates" 
Municipals5 
Treasury  bonds 

11.0 

9.1 

10.9 

11.3 
7.8 
7.9 

94 
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American  General.  We  Provide 

retirement  Annuities,  Consumer  Loans, 

jfe  Insurance  And  Shareholder  Value. 


,3,1 


H  American  General  Corporation, 
headquartered  in  Houston,  is  one  of  the 
nation's  largest,  most  successful  con- 
sumer financial  services  organizations. 
We're  a  leading  provider  of  retirement 
annuities,  consumer  loans,  and  life 
insurance.  Q  Founded  in  1926,  we  help 
8  million  families  meet  their  financial 
security  needs.  Financial  security  is  also 
important  to  another  group.  Our  share- 
holders. H|  In  fact,  building  shareholder 
value  is  one  of  our  guiding  principles. 
0  Our  record  speaks  for  itself: 


# 


annualized  total  return  to  shareholders 
of  21%  over  the  last  20  years . . .  increased 
dividends  each  year  during  the  same 
period... and  more  recently,  earnings 
have  doubled  over  the  last  five  years. 
Q  Today,  American  General  has  assets 
of  $56  billion  and  shareholders'  equity 
of  $4.5  billion.  Financial  strength 
has  its  rewards,  as  does  our  commit- 
ment to  our  customers  and  our  share- 
holders. $|  To  learn  more  about  American 
General  (NYSE:  AGO,  please  contact 
Investor  Relations  at  (800)  AGC-1111. 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 
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market  views 


Tornado  watch 


Does  the  DJI  at  4500  give  you  vertigo,  but  you  stay  in  the  market 
out  of  fear  of  being  left  out?  Here  are  stocks  to  give  you  comfort— 
and  others  to  be  wary  of. 


By  Mark  Hulbert  and  Peter  Brimelow 

The  stock  market  continues  to  go 
up  despite  the  almost  unanimous 
skepticism  of  the  Hulbert  Financial 
Digest's  top-performing  investment 
letters  (see  Hulbert's Mar.  27 column) . 
The  Dow  Jones  industrial  average  is 
now  trading  at  a  historically  high  four 
times  the  book  value  of  its  underlying 
companies.  Its  dividend  yield  is  an 
almost  unheard  of  2.48%.  But  the 
market  has  kept  rising  regardless, 
reaching  a  recent  new  high  near  4500. 
No  investor  wants  to  be  left  out — 

Tornado-proof  stocks 


but  no  one  wants  to  be  left  in,  either,  if 
it  all  ends  nastily.  So  what  does  the 
poor  investor  do? 

A  year  ago  (May  9,  1 994)  we  said 
investors  were  like  nervous  corn  farm- 
ers watching  a  tornado  roam  the  hot 
prairie  horizon  and  praying  it  would 
pass  them  by.  And  we  offered  two  lists 
of  stocks  derived  from  the  model 
portfolios  of  investment  letters:  tor- 
nado-proof stocks,  which  would  tend 
to  withstand  any  dramatic  downdraft; 
tornado-prone  stocks,  which  would 


be  badly  hit  by  any  downturn, 
which  would  likely  spring  up  a 
after  the  storm  has  passed. 

No  tornado  materialized  last  ] 
despite  some  threatening  clouds, 
market  stooged  along  sideways 
most  of  the  year,  before  its 
cent  rally. 

In  these  circumstances,  our  tc 
do-proof  and  tornado-prone  st 
behaved  with  some  precision.  1 
both  performed  exceptionally  ' 
more  than  doubling  the  return  o 


Company 


Sales 

($mil) 


Market  cap 
($mil) 


Recent 
price 


52-week 
high    low 


P/E 


Yield       Company  description 


ASA  International  $27.1  $4.3               1V8             1%  %  28.1  0.0% 

American  Annuity  Group  371.3  376.7  9%  10%  8%  9.8  0.6 

Analysis  &  Technology  130.4  30.7  13%  16 '/a  12  12.1  1.9 

Calloway's  Nursery  30.6  4.8  1  Vk  %  NM  0.0 

Concord  Camera  54.8  28.4  3  4s/e  Vk  NM  0.0 


Designs  &  develops  business  computer  software 

Sells  annuities  to  nonprofit  organizations 

Provides  engineering,  technology  &  software  development  si 

16-store  chain  of  garden  stores  in  Texas 

Manufactures  &  markets  cameras  under  various  names 


Corcom  26.7  12.8  3%  5        21/a  9.7 

Crown  Books  305.6  76  8  15  l81/2  11%  NM 

Dynamics  Corp  of  America  96.5  88.7  23  26%  14  10.0 

First  Albany  Cos  107.7  32.0  7%  8%     5%  11.5 

First  Financial  Bankshares  61.4  130  2  26  32%  24  9.6 


0.0  Radio-frequency  interference  filters  &  power-entry  devices 

0.0  Owns  &  operates  over  200  discount  bookstores  in  the  US 

0.9  Manufactures  electronic  equipment,  housewares  &  applianc 

2.7  Regional  brokerage  &  investment  banking 

4.8  Controls  capital  stock  of  5  Texas  banks  through  Delaware  sui 


Giga-Tronics  21.9  18.0  7  Vk  4  NM  0.0  Microwave  signal  generation  &  measurement  instruments 

Handy  &  Harman  781.4  213.2  15%  17%  13%  12.5  1.6  Diversified  manufacturer  of  engineered  products  for  industr 

Intelligent  Systems  21.4  9.1  1%  2%  1%  NM  0.0  Makes  &  sells  microcomputer-related  products 

Intermetrics  54.0  24.9  6Vi  6%  4  17.9  2.6  Provides  computer  software  &  engineering  svcs  to  business 

Natural  Wonders  136.7  22.4  3  61/2  2%  NM  0.0  Chain  of  145  specialty  gift  shops  throughout  the  US 


Plasti-Line  77.3  23.9               7  Vk  4%  NM  0.0  Manufactures  business  signs 

Printronix  146.6  106.7  23%  28%  5%  17.8  0.0  Manufactures  computer  line  printers  for  business  &  industr 

Prism  Entertainment  17.9  5.5               2%  VU  1  NM  0.0  Film,  TV  &  video  production  &  distribution 

Riverside  Group  45.8  32.9               51/2  8%  51/4  7.0  0.0  Owns  life  ins  co  (American  Founders)  &  36%  of  Wickes  Lurr 

SEEQ  Technology  21.5  62.9               2%  2%  %  24.1  0.0  Manufactures  semiconductors 


Stacey's  Buffet  54.3  21.7  1%  2%  % 

Standard  Management  26.5  20.1  4%  5%  2% 

USHomeCare  79.1  20.6  VU  4%  1% 

USIntec  95.6  22.3  8  8%  4% 


50.0 


0.0  Chain  of  31  moderately  priced  restaurants,  primarily  on  Ea; 

0.0  Insurance  holding  company  with  operations  in  US  &  Europe 

0.0  Home  health  care  provider  in  Northeast  US 

0.0  Roofing  materials  &  accessories 


Sales  as  of  latest  fiscal  year.    Stock  pn    sasofJune7.    NM:  Not  meaningful. 

Sources:  Market  Guide  via  OneSource  Information  Services;  IBES;  Hulbert  Financial  Digest. 
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condary  market  from  which  they 
nd  to  be  drawn  (see  chart).  They 
3th  kept  pace  with  the  dividend- 
invested  Dow,  which  is  significant 
ven  that  both  of  them  have  been 
lected  for  characteristics  (stability 
id  volatility,  respectively)  that  ex- 
ed  those  of  the  Dow. 
Between  our  two  groups,  tornado- 
one  stocks  did  slightly  better  than 
rnado-proof  stocks  and  had  about 
)%  greater  volatility.  This  suggests 
at  the  tornado-prone  would  indeed 
id  the  market  both  up  and  down. 
Best-performing  stock:  Cohu,  up 
ore  than  160%  from  the  price  pre- 
iling  when  last  year's  issue  hit  the 
inds.  Worst:  SOI  Industries,  down 
arly  58%. 

Here's  the  theory  behind  our  two 
ts:  The  market  is  increasingly  domi- 
ted  by  institutions.  Their  favorite 
>cks  (our  tornado -prone  group) 
ve  become  risky  bets  on  the  mar- 
t's underlying  trend:  They're  great 
ten  the  market  is  going  up,  but  are 
rticularly  vulnerable  in  falling  mar- 
s  because  of  the  huge  holdings  the 


No  tornado  last  year 


Percentage  gain 


Both  our 
tornado-prone 
and  tornado- 
proof  lists 
outperformed 
the  average 
secondary 
stock. 


-10 


4/94 


12/94 


5/95 


11  oi 


institutions  could  dump. 

In  contrast,  Wall  Street's  unknown 
and  unfollowed  stocks  (our  tornado- 
proof  candidates)  should  be  less  vola- 
tile. They  are  less  likely  to  be  swept 
away  if  the  institutions  suddenly  start 
dumping.  There's  another  reason  for 
being  interested  in  neglected  stocks: 
Academic  research  suggests  that  the 
average  neglected  stock  does  better 
over  the  long  run  than  the  average 
stock  that  is  heavily  followed  by  Wall 
Street. 


To  make  it  onto  our  tornado-proof 
list  of  neglected  stocks,  we  insisted 
that  a  company  have  no  Wall  Street 
coverage  whatsoever — a  high  hurdle 
(we  used  the  Institutional  Brokers 
Estimate  System  as  our  guide).  But 
that's  not  all.  We  further  narrowed 
the  list  to  include  only  those  recom- 
mended by  at  least  one  market  letter 
that  beat  the  stock  market  since  its 
August  1987  pre-Crash  high. 

Note  that  our  tornado-proof  list  is  a 
long-term  prospect.  The  stocks  on  it 


rnado-prone  stocks 


jmpany 


Sales 
($mil) 


Market  cap      Recent 
($mil)  price 


52-week 
high    low 


P/E 


Yield        Holdings*  Company  description 


exander  &  Alexander  $1,323.9  $1,075.1  24%  26%  14%  NM  0.4%  38  Insurance  broker;  business  consulting  &  communications 

leghany  1,827.1  1,093.1  155V2  159%  l381/4  9.1  0.0  86  Asset  management;  title  insurance  sales  &  underwriting 

siblegheny  &  Western  204.3  88.3  11%  12  VA  19.4  0.0  77  Oil  &  gas  exploration  &  production 

lergan  947.2  1,774.2  25%  30%  21%  15.0  1.9  33  Ophthalmic  pharmaceuticals  &  products,  dermatology  products 

iheuser-Busch  Cos  12,053.8  15,019.3  58Vs  59%  48'/2  14.6  2.8  18  Beer,  baked  goods,  theme  parks 


«  R  Berkley  830.8  624.8  36  42  321/2  19.5  1.3 

itergy  5,963.3  5,209.7  25%  30V4  20  16.9  7.2 

ijnova  Group  503.4  1,015.0  37%  39  29Va  12.0  2.1 

•st  Fidelity  Bancorp  2,553.1  4,079.5  50%  bVA  40%  9.5  4.0 

jfWilemingCos  15,753.5  954.4  261/s  30  19%  19.1  4.6 


18  Property  &  casualty  insurance 

18  Holding  company  for  electric  utilities  in  4  southern  states 

15  Business  financing  &  leasing 

50  Holding  co  for  commercial  banking  &  securities  brokerage 

17  Wholesale  distributor  of  food  &  related  products 


nd  Amer  Enterprises 
itljeat  Lakes  Chemical 
illiburton 
stens 

iltimedia 


228.5 

2,065.0 

5,740.5 

827.3 

630.5 


528.5 
3,997.4 
4,468.0 

915.8 
1,425.2 


69% 
59% 
38% 
201/8 
381/a 


791/2     63 
64V8     51% 
39%     28% 


21% 
39% 


15% 
25% 


18.9  0.0  120  Mortgage  banking 

14.6  0.7  17  Produces  &  sells  specialty  chemicals 

22.3  2.6  15  Gas,  oil,  pulp  &  paper  production  services 

NM  4.4  23  School  graduation-related  prods,  educational  prods  &  svcs 

16.6  0.0  21  Newspapers,  radio  &  TV  stations,  program  prod  &  syndication 


i  Republic  Intl 
•'  R  Nabisco  Holdings 

nta  Fe  Pacific 
;'  aceLabs  Medical 

xhmark 


ivelers 

)! 


1,679.0  1,304.5  26  26Vi  18%  9.8  1.8  36  Insurance  holding  company 

15,366.0  7,662.7  26%  361/4  25  13.3  5.7  22  Tobacco  &  food 

2,680.9  4,448.6  24V4  24%  9%  26.1  0.4  28  Railroad;  minerals  &  pipeline  interests 

247.2  257.7  23%  26  19%  13.0  0.0  28  Hospital  patient-monitoring  equipment 

1,922.6  2,852.7  39%  44V2  32%  10.9  2.8  16  Insurance,  financial  planning  &  services 

18,465.0  13,495.4  42%  44  30%  10.9  1.9  15  Consumer  lending,  insurance,  financial  managements  services 


S!W 


esasof  latest  fiscal  year.    Stock  prices  as  of  June  7.    'Holdings  expressed  as  the  number  of  days  of  average  trading  volume. 
irces:  Market  Guide  via  OneSource  Information  Services;  Mornmgstar;  Hulbert  Financial  Digest. 


NM:  Not  meaningful. 


All  of  these  stocks  are  recommended  by  at  least  one  top  investment  letter  and  have  no  analyst  coverage, 
ve:  These  stocks  are  held  by  at  least  four  funds  favored  by  fund-switching  letters;  total  holdings  among  these  funds 
unt  to  at  least  15  days  of  average  recent  trading  volume. 


July 3,  pes  ■  July  3,  1995 


97 


FORBES  LAKE  OF  THE  OZARKS. 
WHERE  THE  GOOD  LIFE  IS  THE  WAY  OF  LIFE. 


"I  VThat's  your  idea  of  the  good  life? 
W  Owning  property  right  in  the 
heart  of  the  Ozarks,  one  of  America's 
favorite  recreational  areas?  Or  owning 

property 
that  you 
can  turn 
into  a 
weekend 
retreat,  a 
retirement 
reward,  a 
vacation  get-away  or  a  year- 
round  country  home?  Whatever 
your  definition,  it's  all  here  at 
Forbes  Lake  of  the  Ozarks.  Over 
12,800  magnificent  acres  with 
five  miles  of  shoreline  plus  three 


One  of 
your 

neighbors 
houses 


pristine  interior  lakes,  averaging  over  20 
acres.  A  serenely  beautiful  setting  with  dra- 
matic vistas,  rolling  meadows.. .and  best  of 
all,  you  can  afford  it. 
Forbes  Lake  of  the  Ozarks-Where  the  good 

life  is  very  affordable. 
Up  until  now,  land  of  this  quality,  if  avail- 
able to  the  public,  was  surely  out  of  reach 
for  many.  However,  Forbes  Inc,  publishers 
of  Forbes  Magazine  is  offering  for  sale  this 
property  through  our  Colorado  real  estate 
division,  Sangre  de  Cristo  Ranches.  We  can 
offer  sites  averaging  two  acres  that  start  as 
low  as  $5,000.  We  love  to  show  off  our 
Ozarks.  Come  and  see  for  yourself.  We're 


only  120  miles  from  Branson,  Missoui 
new  entertainment  mecca,  108  miles  fr 


Jefferson  City,  the  state  capital,  and  \\ 


Dudo-j 

Jliiiti 

lib 


mcnim 

BitSlVCi 


tioullir 
:m 
all 

Here's  ho' 

ft  lists: 
(down 
ttncpa| 

ttilHin, 


miles  from  Kansas  City.  In  the  meanti 
we'll  be  happy  to  send  you  more  infor 
tion,  maps,  brochures  and  all  the  deta:  >  nkmin 


ForbesM* 

Lake  of  the  \ 
Oiarks^t 


about  our  liberal  money  back  and  exc 
privileges.  Just  call  Forbes  Lake  of  th< 
Ozarks. 


1-816-438-2801 
A  PLACE  FOR  ALL  SEASONS  IN  THE  HEART  OF  AMERICA. 

An  Offering  Statement  has  been  filed  witli  the  State  of  New  York.  Such  filing  does  not  constitute  approval  by  the  state  of  New  York  of  the  value  or  quality  of  these  propertie 
of  the  Offering  Statement  is  available  on  request  from  the  offeror.  NYA-95-18.  The  project  is  registered  with  the  Iowa  and  New  Jersey  Real  Estate  Commissions  and  Oklahc 
Kansas  Securities  Commissions.  Registration  does  not  indicate  that  those  states  or  any  Federal  agency  has  approved,  judged  or  endorsed  the  merits  or  value  of  the  project  I 
mended  purchase  of  the  property.  Obtain  the  Offering  Statement  for  each  state  and  the  Property  Report  required  by  Federal  law  from  the  developer  and  read  before  signing 
Equal  Credit  and  Housing  Opportunity.  A.  Jack  Nerud,  Nebraska  and  Iowa  Real  Estate  Broker.  24-100  N.J.  Reg.  Sangre  de  Cristo  Ranches  Agency,  licensed  real  estate  brok 
Colorado.  ILL-1L-95-130.  AD  9523267  Mi  95-837-6376. 
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e  certainly  not  immune  to  short- 
rm  downturns  (and  in  fact  under- 
rformed  the  Russell  2000  for  a  part 
'  last  year). 

Our  tornado-prone  stocks,  by  con- 
ist,  are  very  popular  with  Wall 
reet.  To  find  them,  we  combined 
e  stock  holdings  of  the  29  mutual 
rids  most  favored  by  the  investment 
ters  that  advise  on  hind  switching 
ategies.  These  stocks  are  doubly 
Inerable  to  being  dumped  in  a  mar- 
t  panic,  because  the  bearish  fund 
inagers  are  further  stampeded  by 
iemptions  triggered  by  the  letters' 
recommendations. 

you  think  the  market 
*oing  down  but 
e  prepared  to  ride  out 
me  of  the  paper  losses, 
5  in  with  the 
rnado-proof  stocks — 
d  lighten  up  on  any 
rnado-prone  stocks  that 
u  already  own. 


I-  f  the  funds'  combined  holdings  of 

tock  amounted  to  more  than  15 

ies  its  average  daily  trading  volume, 

counted  the  stock  as  tornado- 

»ne.  This  is  a  severe  test,  which  is 

i  y  our  tornado-prone  stocks  tend  to 
e  small  market  capitalizations  that 
hence  more  easily  dominated  by 
mutual  funds. 

here's  how  we  suggest  readers  uti 
our  lists:  If  you  think  the  market  is 
ng  down  but  are  prepared  to  ride 
some  paper  losses,  dig  in  with  the 
nado-proof  stocks — and  lighten 
bn  the  tornado-prone  stocks  you 
ady  own.  If  you  think  the  market  is 

Jng  up,  consider  flying  with  the 
lado-prone   list.   If  you   are   ex- 
ofincly  bearish,  you  could  place  limit 
ers  to  buy  tornado-prone  stocks 
1  below  current  prices,  since  sud 
mutual  fund  redemptions  will 
bably  leave  them  oversold 
f  you  think  the  market  is  going 
;ways,  the  lists  have  something 
si  you,  too.  All  the  stocks  on  them 

»    highly  regarded   either  by  big 

■i  itutions  or  by  a  top-performing 
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Imagine  a  direct  response 
guide  so  unique  it  has  the 
power  to  expand  your 
marketing  horizons. 


J,»,  MM'""'  ( «.]•<» 


For  More  Details  on  the 
Meetings  &    , 
Conventions 
Planner:  Call 

Linda  Loren  (212) 
620-2440  or  Donna 
Tarr  (212)  620-2339 
Or  Fax: 
(212)  620-2472 


With  U.S.  Savings  Bonds, 

the  more  you  give, 

the  more  you  receive. 


Giving  U.S.  Savings 
Bonds  passes  an  important 
lesson  on  to  the  future 
generation.  Bonds  can  teach 
our  children  how  to  save, 
how  interest  grows  and  how  a 
small  investment  can  help 
make  their  dreams  come  true. 

So  share  the  tradition  of 
U.S.  Savings  Bonds.  They're 
the  gift  that  gives  back  more 
than  you've  given. 


VSAVINGS, 


IdBONDS 


A  public  service  of  this  magazine 


n 
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PORTFOLIO  STRATEGY 

This  time, 
it's  different 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager.  His 
third  book  is  100 
Minds  that  Made 
the  Market. 


In  its  June  5  cover  story,  this  magazine  re- 
ported that  Wall  Street  was  awash  in  bullishness 
and  wondered  whether  this  might  be  a  very 
bearish  sign.  I  read  the  signs  somewhat  differ- 
ently. Yes,  investors  are  increasingly  sanguine, 
and  the  market's  march  has  trampled  bears  and 
caused  lots  of  them  to  capitulate.  This  doesn't 
indicate  much.  Contrarianism  works,  but  only 
at  fairly  extreme  market  turns.  Except  at  such 
crucial  junctures,  the  market  and  sentiment 
both  bounce  around  a  lot  in  ways  that  aren't 
terribly  meaningful.  Simply  noise. 

What  I  am  saying  is  this:  Most  observers 
have  merely  moved  from  too  pessimistic  to 
more  or  less  neutral.  They  have  not  reached 
the  stage  of  euphoria.  For  example,  TV's  Wall 
Street  Week  "Elves,"  an  aggregation  often 
noted  market  technicians,  are  more  bullish  than 
they  were,  but  remain,  on  balance,  slightly 
bearish.  They  haven't  called  for  a  rising  market 
in  more  than  a  year. 

Numbers  from  Investor's  Intelligence,  a  ser- 
vice that  monitors  adviser  bullishness  and  bear- 
ishness,  are  about  neutral  also.  Investor's  Intel- 
ligence data  are  bullish  when  50%  or  more  of  all 

Investor  sentiment  is  not 
strongly  bullish;  it  is  simply 
less  skeptical  than  it  was. 
Thus  we  are  not  near  a  top. 


advisers  admit  to  being  bearish  and  are  bearish 
if  fewer  than  20%  do.  Right  now  34%  are  bear- 
ish: smack  in  the  middle.  Flip  side,  the  38% 
portion  of  advisers  who  are  now  bullish  is  also  in 
the  middle  of  the  bullishness  range.  (You  can 
find  this  service  on  the  General  Market  Indica- 
tors page  of  Investor's  Business  Daily.) 

Before  this  bull  market  ends,  maybe  in 
1996,  sentiment  will  really  turn  allout  bullish, 
throwing  aside  restraints.  The  sentiment 
numbers  will  tilt  toward  extremes.  We  won't  see 
so  many  stories  about  how  the  market  can't 
keep  going  up  and  will  start  seeing  ones  about 
how  it's  different  this  time. 

I'm  n<  t  sure  what  those  reasons  will  be  for 
why  \  different  this  time."  Might  be  a  Re- 
publican White  House  and  Congress.  May  be 
that  the  baby  boomers  will  really  save  and  flood 


us  with  money.  May  be  that  Grumpy  Gret 
span  is  reappointed,  having  piloted  us  to  a  \{ 
landing.  Of  course,  it  won't  be  different.  \  ?, 
isn't  different  is  that  to  be  a  bear  and  right, 
must  be  darn  few  other  bears. 

But  that  time  isn't  yet;  investors  remain 
skeptical,  even  if  afraid  to  be  outright  bearis 
I'll  stick  with  my  January  forecast,  that  the 
market  will  be  up  20%  to  40%  this  year.  W 
close  now.  I  wouldn't  be  surprised  to  see  ( 
a  few  percent  more  in  1995;  but  if  so,  ther 
should  be  more  advance  ahead  in  1996,  ai 
perhaps  with  it  we'll  get  top-like  optimisrr 

That  gives  investors  at  least  one  more  g( 
year  for  owning  stocks  such  as: 

Merrill  Lynch  (48).  Still  much  too  cheaj 
after  rising  from  40,  at  which  I  first  recomn 
ed  it  last  year.  This  is  the  premier  brokerag 
firm  in  the  world — number  one  or  two  in 
major  brokerage  and  investment  banking  < 
egory — with  the  preeminent  sales  force  to 
band  the  growing  retirement  dollars  of  bai 
boomers.  It  sells  at  a  p/e  of  1 1  and  45%  of  ai 
revenue.  Both  those  numbers  should  rise  i 
before  the  bull  market  ends. 

Slightly  less  cheap,  but  darned  compelli 
are  Merrill's  slightly  lesser  quality  brethrer 
Morgan  Stanley  (77)  and  Dean  Witter,  Di\ 
er(46).  It's  hard  to  complete  a  bull  marke 
without  including  the  brokers,  and  these 
stocks  haven't  yet  topped  their  1993  level? 

The  retailers  as  a  group  have  performed 
terribly  and  are  what  teenagers  might  call ' 
cheap."  I  expect  these  oversold  stocks  to  t! 
reborn.  Among  smaller  ones  you  can  buy  i 
ket  of  them  in  little  bits  that  will  aggregate 
total  to  one  or  two  normal-size  positions, , 
eluding:  Charming  Shoppes(5,  o-t-c),  Del: 
champs  (18),  Dress  Barn  (9,  o-t-c),  Ingles . 
kets (10,  o-t-c),  Jacobson  Stores (11,  o-t-c), 
Strawbridge  &  Clothier  (19,  o-t-c)  and  Vc, 
City  (8).  Three  more,  losers  from  my  July 
1994  column,  all  fit  this  smashed  retail  ind 
prescription,  and  I  still  like  them:  Haverty 
Furniture  (10,  o-t-c),  Sun  Television  &  At 
anccs(8,  o-t-c)  and  Shopko  ( 1 1 ).  All  these 
retailers  sell  at  tremendous  value  discount; 

I'm  regularly  lucky  with  tobacco  stocks. 
Must  be  the  cigar  lover  in  me.  But  when  I 
recommended  cigarmaker  Culbro  (27)  On 
Mar.  1 3  at  14  and  said  to  sell  when  it  got  to 
got  too  lucky.  Believe  me,  I  had  no  clue  it 
would  happen  so  fast:  Management  sold  o 
good  part  of  Culbro,  which  provided  cash 
pushed  the  stock  up.  So  switch  to  Amcrici 
Brands  (40),  which  is  a  whole  new  outfit  r 
having  sold  its  U.S.  Tobacco  operations,  r 
structured  and  paid  down  debt.  At  9  time! 
earnings,  1 .6  times  book  value  and  with  a 
dividend  yield,  this  low-risk  stock  ought  t( 
break  its  1992  high  at  50.  ■■ 
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pulor  opinion,  Longevity  Magazine  does  not  offer  exercises  for  geriatrics  using  walkers.  Or  provide  baldness  cures  for  the  blue  hair  crowd.  Longevity 

t»  nation  for  people  of  any  age  who  want  to  maintain  their  health,  vigor  and  appearance.  It's  information  that's  attracting  more  and  more  young  readers. 
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BUSINESS  STRATEGY 


The  "R"  word  again 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  & 
Co.,  a  merchant  bank  in 
Greenwich,  Conn. 


American  workers  will  be  happy  to  know 
that  Labor  Secretary  Robert  Reich  says  they 
should  not  be  worried  about  the  May  em- 
ployment report.  Oh  sure,  the  report  showed 
that  the  U.S.  economy  lost  101,000  jobs  in 
May,  the  largest  drop  in  employment  in  more 
than  four  years,  on  top  of  having  lost  7,000 
payroll  jobs  in  April.  The  good  news,  accord- 
ing to  Reich,  is  that  "you  do  not  see  any 
wage-push  inflation  at  all"  in  the  report.  The 
389,000  workers  who  filed  new  unemploy- 
ment claims  for  the  week  ending  May  27 ', 
however,  may  not  find  much  cheer  in  the 
report.  For  those  of  us  who  believe  that 
growth  and  increasing  wages  are  good  rath- 
er than  bad  things,  the  report  confirmed  only 
one  thing:  We  are  sliding  toward  recession. 

The  real  damage  occurred  in  April  when 
both  inflation-adjusted  personal  income  and 
consumer  spending  declined  by  0.1%.  This 
was  in  stark  contrast  to  the  previous  12 
months,  when  real  personal  income  grew  by 
4%  and  real  consumer  spending  grew  by  3%, 
while  both  durable-goods  spending  and 
sales  of  existing  homes  fell.  The  Fed  reported 
lower  consumer  loan  demand,  and  the  pur- 
chasing managers  index  fell  from  52.0  to 
46.1 — with  new  export  orders  the  only 
component  to  increase. 

Why  now?  It  is  not  an  accident  that  the 
economy  slipped  on  a  banana  peel  during  the 
month  that  begins  with  April  Fool's  Day. 
Remember  President  Clinton's  1993  retro- 
active income  tax  increase  that  was  too  big 

We  are  sliding  toward 
recession,  and  the  rest  of  the 
world  isn't  exactly  booming. 


to  fit  into  just  one  year?  This  April,  in  addi- 
tion to  paying  higher  income  tax  rates  and 
having  lower  mortgage  interest  deductions, 
many  Americans  had  the  pleasure  of  paying 
the  second  installment  on  their  1993  tax  bill. 
As  a  result,  personal  aftertax  income  in 
Apr!  fell  last  year,  when  consumers  were  as- 
saul  ed  with  interest  rate  increases  seven 
times    i  laving  their  pockets  picked  three 
more  times  on  the  same  day,  Apr.  15,  was 
just  too  much.  So  they  rolled  over  and  closed 
their  wallets.  Unless  somebody  does  some- 


I 


thing  soon  to  pry  them  open  again,  it  is  g  i 
to  be  an  unpleasant  year. 

Thus,  that  tax  increase  on  the  "rich,"  ! 
which  Clinton  and  his  friends  were  so  pr 
has  turned  around  and  bitten  them  just   j 
when  they  need  a  strong  economy  for  th  I 
1996  election.  One  expects  such  bunglii 
from  the  Clintonites. 

So,  the  good  news  in  this  story  is  not 
Secretary  Reich's  low  wages,  but  that  th 
prisingly  sharp  drop-off  in  the  economy  1 
help  House  Republicans  to  push  their  ca:  H 
a  pro-growth  tax  cut,  including  a  reduct  jn 
in  the  tax  rate  on  capital  gains.  Yet  anotl  r 
dividend  is  that  the  continuing  slippage 
the  economy  may  convince  the  Fed  to  re 
short-term  rates  later  this  summer. 

The  U.S.  economy  is  not  the  only  softj) 
in  the  world  today.  Mexico's  peso  crisis  1 
pushed  its  economy  into  recession  and  k 
slowdowns  in  a  number  of  other  emergii 
economies  of  Latin  America,  Africa  and  e\ 
Asia.  China,  the  epicenter  of  world  grow 
recent  years,  has  slowed  in  the  face  of  a 
growing  credit  crunch,  from  70%  two  ye  j 
ago  to  only  30%  today. 

After  a  false  recovery  during  the  winte 
the  Japanese  economy  stagnates  under  tl 
weight  of  a  massive  earthquake,  political  \ 
certainties,  12.5  trillion  yen  ($147  billio 
problem  loans  at  large  commercial  bank; 
and  deflating  prices  and  wages.  There,  p 
lems  are  so  bad  that  last  week  the  Financ 
Ministry  announced  it  was  considering  cl 
ing  accounting  laws  and  using  public  fur 
to  shore  up  the  banks'  capital  positions. 

Add  the  U.K.,  where  recovery  is  looki 
decidedly  tired  (May  new  orders  were  do 
as  was  its  purchasing  manager  index),  sk 
ing  money  growth  in  Germany  and  a  ne\ 
French  president  who  has  promised  to  n 
the  minimum  wage,  increase  pension  bei 
and  fix  unemployment,  and  you  have  a  r 
pe  for  a  broad  reduction  of  interest  rates  i 
months  ahead. 

Lower  interest  rates  here  and  abroad  v 
help  stock  and  bond  prices,  but  will  not 
the  dollar.  Japan  now  holds  $154.3  billi< 
in  foreign  exchange  reserves,  the  largest  i 
world,  with  most  of  it  held  in  U.S.  secur 
Japanese  investors  already  have  suffered 
sive  losses  on  dollar  assets  this  year.  Low 
rates  would  only  accelerate  their  shift  frc 
dollar  assets  to  yen  and  mark  assets,  driv 
the  dollar  still  lower.  WU 


Arte 


H 


DATE 
PLAC 


102 


Forbes  ■  July  3, 


FORBES  Magazine  Presents: 


Forbes 


re 


soft 


THE     CEO     FORUM 

Attendance  is  by  Invitation  Only  to  Senior  Officers  of  FORBES 
500  Public,  Private  &  International  Companies. 

The  CEO  Forum  brings  together  a  select  group  of  the  most  senior  officers  from  major 
multinational  corporations  to  exchange  ideas  and  share  insights  on  issues  that 
impact  the  global  business  environment,  the  art  of  management,  the  economic  and 
political  realities,  and  the  implications  for  effective  leadership. 

Speakers  include: 


(from  left  to  right) 

John  F.  Welch, 

Chairman  and  CEO,  General  Electric 

James  Carville, 

Author  and  Presidential  Advisor 

Gerald  Greenwald, 

Chairman  and  CEO,  United  Airlines 

Malcolm  S.  Forbes,  Jr., 

President  and  Editor-in-Chief,  FORBES 


(from  left  to  tight) 

Harry  C.  Stonecipher, 

President  and  CEO,  McDonnell  Douglas 
John  Sununu, 
Co-Host  of  CNN's  Crossfire 
Professor  Arthur  Miller, 
Harvard  Law  School 
George  Stephanopouios, 
Senior  Advisor  to  the  President  for 
Policy  &  Strategy 


"DATE: 

toraj 

PLACE:   Loews  Annapolis  -  Annapolis,  Maryland 


aba 

i«ib| 
rates i 


road* 
II  not 
3bi 
u-gest 
sects 
ffercd 


July  1244,  1995 


Limited  sponsorship  opportunities  are  available. 

j>r  information  call  William  H.  DeGraff,  Director  of  Partnership  Development  at  212-206-5521. 


Presented  in 


amencan 


.  ,  \^m  eurocopter 


.lil'lV 


association  with:     ^^ 


WE  PUT  YOU  MILES  AHE 


MERCER 

Managevmit  Consulting 


Pied  pipers 


BY  SHELBY  WHITE 


Shelby  White  is  a  New 
York-based  financial 
writer.  She  is  the  au- 
thor of  What  Every 
Woman  Should 
Know  About  Her 
Husband's  Money. 


Corporate  earnings  have  been  so  strong  this 
year  that  they  have  regularly  exceeded  analyst 
predictions.  When  this  happens,  analysts  tilt 
their  estimates  even  higher,  which  in  turn  helps 
push  stock  prices  up  further.  This  can  lead  to  a 
dangerous  situation  in  which  optimism  gets 
ahead  of  reality.  We  may  be  there  now. 

I  had  better  first  explain  how  earnings  esti- 
mates are  compiled.  Securities  analysts  who  fol- 
low the  fortunes  of  publicly  traded  companies 
estimate  how  much  money  they  think  particular 
stocks  will  earn.  They  then  release  their  esti- 
mates to  reporting  services,  such  as  IBES,  First 
Call,  Zacks  and  Nelson's.  Stock  services,  such 
as  Standard  &  Poor's  and  Value  Line,  also  report 
earnings  estimates. 

The  reporting  service  then  compiles  mean 
earnings  estimates.  IBES,  for  example,  receives 
estimates  from  750  brokerage  firms  and  6,700 
analysts  at  those  firms.  I  pick  up  ibes  through 
CompuServe.  Other  services,  such  as  Bloom- 
berg and  Quotron,  also  report  earnings  from  the 
various  services  to  their  clients. 

In  short,  these  services  poll  the  analysts.  I 
recently  checked  with  two  of  the  reporting  ser- 
vices. Patricia  Parris,  supervising  editor  of  Nel- 
son's Earnings  Outlook,  reported:  "There  seems 
to  be  an  upward  swing  in  the  mean  earnings 
estimates  of  the  4,600  stocks  that  are  followed  or 
submitted  to  Nelson's  Publications  since  Janu- 
ary 1995."  Bill  Quinn,  assistant  vice  president  of 
IBES  agrees:  "Annual  forecasts  are  still  rising." 

Quinn  says  this  continued  upgrading  is  pro- 
ducing an  unusual  pattern:  "Historically,  for  as 
long  as  we  have  been  tracking  the  data,  we  see 
that  analysts  tend  to  lower  their  forecasts,  start- 
ing optimistically  and  lowering  toward  year- 
end.  This  year,  to  date,  the  decline  appears  to  be 
less  than  usual.  Analysts  are  not  looking  for  a 
real  drop-back  in  corporate  profits." 

Alarm  bells  began  to  go  offin  my  head.  If 
much  of  the  recent  strength  in  the  market  is  due 
to  upgrading  of  earnings  estimates  by  analysts, 
how  solid  is  the  market's  rise?  Then  I  remem- 
bered what  recendy  happened  to  one  of  the 
stocks  I  own,  Adobe  Systems.  In  March,  just 
before  Adobe  reported  its  first-quarter  earn- 
ings, the  experts — 12  of  them  follow  Adobe — 
forecast  earnings  of  38  cents.  Adobe  an- 
nounced earnings  of  54  cents.  The  stock 
jumped  accordingly,  hitting  the  high  50s, 
and,  in  the  wake  of  the  stock  rise,  the  analysts 
raised  their  estimates.  Zacks  reports  the  fol- 


lowing sequence  of  events:  Adobe  reported  id 
earnings  on  Mar.  23.  Over  the  next  ten  days  6 
of  the  13  analysts  reporting  to  Zacks  raised  tha 
estimates.  Several  analysts  who  had  previously 
listed  Adobe  as  a  stock  to  hold  now  changed  | 
their  recommendation  to  a  buy. 

I  talked  with  Bruce  Nakao,  senior  vice  pres 
dent  and  chief  financial  officer  of  Adobe.  Nak 
said  analysts  failed  to  understand  that  a  repor 
ed  loss  was  for  a  new  acquisition — a  one-time< 
loss.  Yet  Adobe  clearly  oudined  this  in  a  press1 
release  issued  on  Jan.  4,  1995  giving  year-endi 
results.  According  to  Zacks,  only  four  analysti 
upgraded  their  earnings  estimates  after  the  Ja;i 
uary  press  release.  One  estimate  was  actually 
lowered. 

I  called  two  of  the  analysts.  They  said  the 
had  underestimated  the  strength  of  Adobe' 
royalties.  But  Nakao  said:  "Analysts  didn't 
understand  how  quickly  the  positive  impact 
the  merger  would  be  realized."  Some  com- 
panies will  not  give  what  is  known  as  "comffl 
and  guidance"  should  an  analyst  have  a 
question  about  earnings.  Other  companies 
to  monitor  estimates  more  carefully.  Adob» 
belongs  to  the  close-mouthed  group.  Nakc. 
says  he  won't  answer  a  question  like:  "Do 
you  feel  comfortable  with  this  estimate?" 

In  short,  the  analysts  were  winging  it.  Son 
companies  are  easier  to  estimate  than  others ^  51  KG 
Food  and  soft-drink  companies  tend  to  be 
steadier  and  more  predictable.  But,  says  Ste^ 
Sanborn  of  Value  Line,  airlines  are  almost 
impossible  to  predict.  All  you  can  do  is  guess  i 
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When  the  market  confuses  me,  I  call 
my  friend  Susan,  who  doesn't  realiz 
she  is  supposed  to  have  an  opinion 
about  earnings  estimates. 
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come  up  with  your  best  shot.  Technology 
companies  like  Adobe  are  tough  calls,  too. 

I  call  my  friend  Susan  sometimes  when  tl 
complexities  of  the  market  confuse  me.  Sus 
doesn't  realize  she  is  supposed  to  have  an 
opinion  about  earnings  estimates.  For  her,  t 
ings  estimates  are  a  nonevent. 

Come  to  think  of  it,  maybe  Susan  is  righ 
not  to  pay  too  much  attention  to  what  the 
analysts  say  about  earnings.  What  worries  i 
is  that  the  market  right  now  is  paying  too  r 
attention  to  the  predictions  and  what  it  is 
hearing  may  be  way  too  optimistic,  given  t 
recent  weakness  in  the  economy.  In  short, 
feel  more  comfortable  if  the  analysts  were 
ming  earnings  estimates  rather  than  raisinj 
them.  Maybe  it's  time  for  me  to  accumulate  i 
to  be  ready  to  buy  on  serious  weakness. 
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One  week 
before  the  mast 


What  was  life  like  aboard  a  British  frigate 

over  200  years  ago?  Horrible.  But  the  tall  ship  "Rose" 

will  give  you  a  friendlier  version. 


By  R,  Lee  Sullivan 

The  tall  ship  Rose's  mainmast 
towers  130  feet  over  the  waterline.  At 
night  it  dissolves  into  oblivion  some 
50  feet  above  the  deck.  The  wind  is 
gusting,  and  the  ship  is  pitching  and 
heaving,  but  the  command  is  to  furl 
sail,  so  up  the  ratlines  you  climb.  You 
dangle  over  the  main  topsail  yard  and 
wrestle  with  heavy  sail,  trying  not  to 
look  down  at  the  black  sea  below. 

Welcome  to  the  latest  in 
adventure  holidays.  Watch-  ^~~~"" 
ing  movies  or  reading 
books  about  life  on  the  old 
tall  ships  is  one  thing,  but 
only  a  masochist  would 
want  to  endure  the  actual 
dangers  and  hardships. 
Now,  for  $  1 1 0  a  day,  you 
can  actually  catch  a  whiff  of 
what  life  was  like  before  the 
mast  in  the  days  of  wooden 
ships  and  iron  men. 

There  is  a  lot  that  has  to 
be  done  aboard  the  Rose, 
and  a  lot  to  learn;  those  old 
seamen  might  not  have  had 
much  schooling,  but  they 
knew  volumes.  The  ship's 
17  sails  are  controlled  by 
some  115  lines.  Arcane 
terms  like  "missing  stays'" 
or  "wearing  ship,"  and 
commands  such  as  "clew 
up  the  fore  topsail"  or 
"well  the  main  topgallant 
halyard"  leave  the  modern 
yachtsman's  mind  luffing. 

As  North  America's  larg- 
est active  wooden  sailing 
ship,  the  Rose  deliberately 
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preserves  old  skills  and  old  knowl- 
edge. It  is  a  reproduction  of  the  origi- 
nal H.M.S.  Rose,  a  24-gun  English 
frigate  built  in  1757  and  scuttled  off 
Savannah,  Ga.  in  1779.  The  current 
Rosewas  built  from  the  frigate's  origi- 
nal plans  in  Nova  Scotia  in  1970.  In 
1984  the  nonprofit  HMS  Rose  Foun- 
dation was  formed  in  Bridgeport, 
Conn,  to  restore  the  decaying  ship.  By 


1991  she  was  outfitted  for  the  h 
seas,  at  a  cost  of  $1 .5  million,  and 
been  operating  as  a  sailing  sch 
vessel  since  1992. 

When  we  say  the  Rose  will  give  ; 
a  whiff  of  the  authentic  experience, 
mean  just  that — a  glimpse,  and  fro 
safe  distance.  Much  of  the  old 
comfort  and  danger  are  missing.  1 
will  not,  for  example,  have  to  reli 
yourself  over  the  bow.  The  sh 
period  interior  was  replaced  with 
tertight  bulkheads,  a  galley,  heads 
bunks.  Nor  will  you  be  entirelv  at 
mercy  of  the  elements.  The  Rose 
diesel  engines,  generators  and  a 
suite  of  modern  navigational  gear 

No  surprise  that  many  of  the  pa\ 
deckhands — and  much  of  the  ere 
are  fans  of  Patrick  O'Brian's  pop 
novels  of  British  navy  life  in  the  N^ 
leonic  era.  O'Brian  himself  was - 
lighted  when  he  visited  the  Ros 
April,  though  he  did  have  one  sij 
suggestion.  Over  Irish  whiskey  in 
captain's  great  cabin,  O'Brian  a: 
Captain  Richard  Bailey,  "Have 
ever  considered  the  Nelson  i 
quer?"  By  the  end  of  May,  the 
wore     the     black-and-yellow    c 
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scheme    made    famous*  nblv  b 


Lord  Nelson. 


ht  think 


The  Rose  takes  up  td  un 
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wall 


trainees  at  a  time  on 
ages  along  the  Eastern 
board,  beginning  in 
and  ending  in  Septeiriltatlitiiiii 
The  cruises  run  from  t  Mcnvi 
days  to  two  weeks.  Iffi  .approaci 
sign  on,  you'll  stand  w; 
swab  decks,  check  bi 
clean  heads  and  perfori 
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Ungasketmg  the  main  topsail  aloft 

Tough  work,  but  you  can't  beat  the  view. 


the  other  tasks  that  kefta^, 
179-foot  vessel  ships! 
If  you  are  reasonably 
your    age    doesn't    m 
much;    my    fellow    c 
hands  were   mostly  s> 
professional  men  and  v 
en  in  their  30s,  but  ki 
young  as  9  have  signe '  C 
and  people  as  old  as 
Whatever  your  age,  yoi 
discover  muscles  you  l 
knew  you  had  and  j| 
probably  be  sore  for 
after.   The  scariest  ol 
tasks  is  going  aloft,  bi 
strictly  optional . 

No,  you  won't  lin 
twice  every  afternooi 
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The  "Rose" 
wearing  her  new 
Nelson  chequer 
Patrick  O'Brian 
suggested  the 
paint  job. 


It's  not  just  an 
adventure,  it's  a  job 
Everyone 
heaves  or  the  ship 
isn't  going 
anywhere. 
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ration  of  grog.  Instead,  there's  a 
J  ious  mess  and  hearty,  generous 
ids.  "It's  an  alien  experience,  con- 
rably  less  romantic  than  you 
it  think.  But  you  do  learn  basic 
lanship,"  says  one  of  my  ship- 
is,  Michael  Gehring,  a  31-year- 

hicago  attorney. 
|  inder  a  full  press  of  sail,  the  Rose  is 
pathtaking  sight.  She  looks  even 
t  cr  when  you've  helped  set  those 
Bi  If ,  approaching  New  Bedford  as  did 
,h|uj  vhalers,  Provincetown  as  did  the 


erfon 


ims  or  Boston  as  did  the  crew  of 
f.S.  Rose  two  centuries  before.  It's 


[t  it  as  close  as  any  modern  salt  can 
:  to  come  to  experiencing  the 
enges  and  exhilaration  of  the  age 
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can  reserve  a  berth 

tiling  the  HMS  Rose 
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fer  introductory  sailing 
classes  as  part  of  Caribbean 
and  Mediterranean 
cruises,  about  $1,000  per 
week;  800-442-0553. 
■  Windjammer  Barefoot 
Cruises.  Caribbean  cruises 
on  one  of  five  tall  ships 
offer  comfortable  accom- 
modations and  optional 
sail  training,  from  $650  per 
week;  800-327-2601. 


■  The  Moorings.  Experi- 
enced skippers  can  rent  one 
of  650  sailboats,  or  lub- 
bers can  charter  a  full  crew 
and  training  in  the  Carib- 
bean, South  Pacific  and 
Mediterranean,  starting 

at  $1,200  per  week;  800- 
535-7289. 

■  American  Sail  Train- 
ing Association.  Publishes  a 
directorv  of  190  North 
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American  programs  from 
sloops  to  full-rigged 
ships,  starting  at  about  $50 
per  day;  401-846-1775. 
■  Womanship.  Sailboat 
training  cruises  for  women 
and  families,  taught  by 
women  ("Nobody  yells") 
in  12  spots  worldwide, 
from  Maine  to  Tahiti,  from 
$1,000  per  week;  800- 
342-9295.        -R.L.S.  M 
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STAYING  HEALTHY 

U.im.|!VI!<iWil;W!H,'i!l!I.W^ 


Figure  your  odds 

What  are  your  chances  of  getting  a  heart  attack? 
Here  are  the  personal  variables 
that  determine  the  answer  for  you. 


By  Philip  E.  Ross 

Coronary  heart  disease  is  the  ma- 
jor cause  of  death  in  the  U.S.,  and  we 
know  pretty  much  what  causes  it — 
too  much  cholesterol,  high  blood 
pressure,  smoking,  diabetes.  Most 
health  discussion  revolves  around  re- 
ducing these  things  or  ameliorating 
their  effects.  Which  factors  contribute 
the  most  to  heart  disease,  and  which 
patients  are  most  at  risk? 

You  probably  know  the  crucial  vari- 
ables, and  you  may  even  know  your 
own  laboratory  results.  Now  we  pre- 
sent what  doctors  know  but  rarely 
publicize:  charts  for  converting  your 
data  into  a  personal  risk  profile. 

Here's  how.  You  look  up  your 
standing  for  each  of  seven  key  risk 
factors,  write  down  the  associated 
points  and  add  them  up.  (One  other 
factor — sex — is  built  into  the  tables 
for  the  other  variables. )  As  in  golf,  the 
lower  the  score,  the  better  your  game. 
You  locate  your  score  in  another  chart 
to  estimate  the  odds  of  developing 
coronary  heart  disease  within  the  next 
ten  years. 

The  disease  first  shows  itself  in  one 
of  three  ways:  angina,  or  chest  pain 
from  an  insufficient  flow  of  blood  in 
the  coronary  arteries;  nonfatal  heart 
attack,  which  happens  when  such  an 
artery  is  completely  blocked;  and  sud- 
den death — a  fatal  heart  attack  in 
someone  who  was  thought  to  be 
healthy.  Such  bolts  from  the  blue 
strike  10%  of  the  middle-aged  men 
who  develop  heart  disease.  For  wom- 
en the  figure  is  7%. 

All  these  numbers  come  courtesy  of 
medicine's  trickiest  b  anch:  epidemi- 
ology, the  study  of  how  disease  affects 
entire  populations.  Thi  project,  the 
Framingham  Heart  Study,  set  the 
gold  standard  for  the  field  because  it 
has  followed  one  group,  the  pei  pie  of 
Framingham,   Mass.,   for  60     ears. 
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That  unhurried  approach  avoids  the 
pitfalls  of  a  snapshot  study,  which,  for 
example,  might  infer  the  effects  of  age 
by  comparing  today's  juniors  with 
today's  seniors — thereby  introducing 
all  kinds  of  distortions  from  genera- 
tional differences  in  income,  ethnic 
origins  and  attitude. 

There  is  a  reason  the  Framingham 
study  focuses  so  carefully  on  age:  It's 
the  most  important  risk  factor  of  all. 
"A  year  is  worth  up  to  a  point  on  the 
chart,"  says  Peter  W.F.  Wilson,  an 
endocrinologist- turned-epidemiolo- 
gist in  the  Framingham  project.  How 
much  a  point  matters  depends  on 
where  you  start  on  the  spectrum  of 
risk.  A  typical  score  for  a  middle-aged 
man — around  10  points — predicts  a 
6%  risk  of  getting  heart  disease  within 
ten  years.  Another  6  scoring  points 
adds  6  percentage  points  of  risk.  But  if 
you  start  with  20  points,  an  additional 
6  points  increases  your  risk  by  11 
percentage  points — from  1 8%  to  29%. 


60+ 


Age* 


'Older  age  groups  aggregated  to  compensate  for  small  sample  size. 

Estrogen  explains  why  women  trail  men 
in  risk  of  coronary  heart  disease. 
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Your  gender  matters,  too:  For 
of  their  lives  men  are  at  greate: 
than  women.  You  can't  do  anyi 
about  your  age  or  sex,  but  yoi 
influence  the  other  factors.  The  c 
on  the  facing  page  tell  you  the  p 
for  improving  each  variable. 

Take  high-density  lipoprotei 
"good"  cholesterol.  The  more 
you  have,  the  better  your  chance 
get  an  idea  of  what's  at  stake,  cor 
the  "good"  cholesterol  levels  o 
45-year-old  men,  one  in  the  lu< 
5%  of  his  peers  (at  66  milligram 
deciliter  of  blood),  the  other  ii 
unluckiest  5%  (at  29).  The  fc 
gets  -3  points,  the  latter  6 — a  sj 
of  9  points. 

That  9-point  spread  translate; 
a  more  than  threefold  differen 
risk  of  getting  heart  disease  withi 
years,  assuming  both  of  these  gu 
in  the  middle  of  the  risk  spectru 
all  other  variables.  (For  one  gu 
risk  is  3%,  for  the  other,  it's  10% 

Factor  four:  total  cholestero 
less  of  this  the  better.  The  i 
components  of  total  cholestercnis; 
the  good  kind  and  the  bad,  1( 
density  lipoproteins.  On  total  cl 
terol  the  gap  between  the  top  5S 
the  bottom  5% — 279  milligram 
deciliter  versus  161 — equals  a 
spread  of  about  6. 

Factor  five:  systolic  blood  pre: 
the  higher  of  your  two  reading 
nally  come  three  all-or-nothing 
ables:  smoking,  diabetes  and  a 
larged  heart.  (More  precisely,  aj  1 
larged  left  ventricle,  the  i  itoflfliV 
chamber  that  works  the  hardest  i  at  k  j.j 

Your  doctor  can  tell  whethe  ;</,!,  0 
have  an  enlarged  heart  by  takiil  ft  with  at 
electrocardiogram,  a  $50  officd  tuch  hie 
cedure  that  doesn't  require  an<  Uind mv 
sia.  You  may  already  have  a  pri  rcan  heo 
from  your  last  checkup  showing  ^ 
density  lipoprotein,  total  chole  oi?  (,f  ( 
and  blood  pressure.  te|0ir 

Playing  with  the  numbers  i    fcnn|lc 
that  a  40-year-old  woman  in  thj  k charts 
5%  across  the  board  gets  a  s«i   listf^ 
-10,  which  is  off  the  chart.  It  I 
lates  into  a  probability  of  less  th 
of  getting  heart  disease  withi 
next  ten  years.  Here's  how  we  gc 
number.  Her  age  is  worth  0  p 
her  total  cholesterol  ( 1 52 )  is  wo: 
points,  her  HDL  cholesterol  (86 
-6,  and  her  systolic  blood  pn 
(100)  adds  -2.  Her  status  as  a 
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2.  Total  cholesterol 


30 

-12 

30 

-2 

31 

-11 

31 

-1 

32 

-9 

32-33 

0 

33 

-8 

34 

1 

34 

-6 

35-36 

2 

35 

-5 

37-38 

3 

36 

-4 

39 

4 

37 

-3 

40-41 

5 

38 

-2 

42-43 

6 

39 

-1 

44-45 

7 

40 

0 

46-47 

8 

41 

1 

48-49 

9 

42-43 

2 

50-51 

10 

44 

3 

52-54 

11 

45-46 

4 

55-56 

12 

47-48 

5 

57-59 

13 

49-50 

6 

60-61 

14 

51-52 

7 

62-64 

15 

53-55 

8 

65-67 

16 

56-60 

9 

68-70 

17 

51-67 

10 

71-73 

18 

58-74 

11 

74 

19 

oking  nondiabetic  without  an  en- 

;ed  heart  adds  zero.  There's  some- 

:  to  sell  insurance  to. 

Contrast  the  man  who  is  40  (5 
pntats)  and  in  the  unhealthiest  5%  for 
isi|,il  cholesterol  (4  points),  hdl  cho- 

erol  (6)  and  blood  pressure  (4) 
ipres  also  smokes  (4),  has  diabetes  (3) 
;'.  has  an  enlarged  heart  (9).  He  gets 

points — with  a  42%  chance  of  de- 
nJaibping  heart  disease  by  age  50. 
d\.aa  superhealthy  70-year-old  gets  a 
the  re  of  10,  with  a  6%  chance  of  heart 
i\kst.  :ase  by  age  80;  a  superunhealthy 
icthei year- old  gets  48,  which  is  off  the 
ukirrt,  with  at  least  a  42%  risk.  Wilson 
offices  such  high  scorers  "royal  flush" 
reanefrs  and  says  they  usually  die  before 
ipriijr  can  become  old  enough  to  get 
rtf>  [c  scores.  Because  of  the  resulting 
jile'city   of  data,    the    Framingham 

del  is  less  reliable  for  people  whose 
bers  s  ibers  place  them  at  the  extremes. 
,111th 'he  charts  leave  out  several  obvi- 
,  a  scol  risk  factors.  A  family  history  of 
rt  It  t  rt  disease  is  missing,  partly  because 
Iflsth  lifficulty  getting  sound  data  but 
withii  because  genes  exert  much  of  their 
nvcgeiicncc  through  their  effects  on 
thOpjd  pressure  and  cholesterol.  In 
jjuDiSr  words,  once  the  statisticians 
\6iw  you  have  high  blood  pressure 
(1  pri  inadequate  high-density  lipopro- 
,•»!,  they  don't  get  much  further 
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139-151 
152-166 
167-182 
183-199 
200-219 
220-239 
240-262 
263-288 
289-315 
316-330 


152-166 

-2 

167-182 

-1 

183-199 

0 

200-219 

1 

220-239 

2 

240-262 

3 

263-288 

4 

4.  Systolic 
blood  pressure 


98-104 

-2 

105-112 

-1 

113-130 

0 

121-129 

1 

130-139 

2 

140-149 

3 

150-160 

4 

161-172 

5 

173-185 

6 

What's  your 
score? 

Count  your  points 
on  tables  1  through  5 
and  add  them  on  table  6. 
Then  plug  in  the  number  on 
table  7  to  Find  your  odds. 


enlightenment  by  hearing 
that  your  father  died  of  a 
heart  attack  at  55. 

Similarly,  the  charts  take 
no  account  of  obesity  or  ex- 
ercise, figuring  most  of  die 
predictive  value  from  those 
variables  is  already  embod- 
ied in  the  other  factors. 

Don't  misunderstand.  This  doesn't 
mean,  don't  bother  jogging.  Quite 
the  contrary.  You  should  exercise  and 
you  should  cut  calories.  If  you  do,  you 
will  cut  your  bad  cholesterol  and  low- 
er your  blood  pressure. 

Future  work  will  incorporate  ge- 
netic information  as  well  as  recently 
identified  chemical  markers  in  the 
blood,  such  as  homocysteine  and  fi- 
brinogen. That  may  increase  the  accu- 
racy of  the  charts  by  another  10%  or 
so;  they  now  capture  about  50%  of  the 


3.  HDL  cholesterol 


25-26  7 

74-80  -5 

81-87  -6 

88-96  -7 


5.  Other  factors 


Cigarette  smoking 
Diabetes 

Male 

Female 

Enlarged  heart* 

'Enlarged  left  ventricle,  diagnosed 
by  electrocardiogram. 


27-29 

6 

30-32 

5 

33-35 

4 

36-38 

3 

39-42 

2 

43-46 

1 

47-50 

0 

51-55 

-1 

56-60 

-2 

61-66 

-3 

67-73 

-A 

6.  Total  points  for 
all  risk  factors 

Age 

Total  cholesterol 

HDL  cholesterol 

Blood  pressure 

Smoking 

Diabetes 

Enlarged  heart 

Total 

7.  Your  risk  of 
developing 
heart  disease 
in  10  years 

Points 

1 

under  2% 

2 

2 

3 

2 

4 

2 

5 

3 

6 

3 

7 

4 

8 

4 

9 

5 

10 

6 

11 

6 

12 

7 

13 

8 

14 

9 

15 

10 

16 

12 

17 

13 

18 

14 

19 

16 

20 

18     • 

21 

19 

22 

21 

23 

23 

24 

25 

25 

27 

26 

29 

27 

31 

28 

33 

29 

36 

30 

38 

31 

40 

32 

42 

variation  in  heart  disease. 

What's  in  it  for  you?  Make  a  liar  out 
of  the  predictive  scores  by  changing 
your  profile.  Most  elements  in  the 
profile  respond  to  diet,  exercise  or 
medication — and  the  biggest  returns 
on  such  investments  accrue  to  those 
who  are  most  at  risk.  The  more  you 
are  at  risk,  the  more  essential  is  weight 
loss  and  exercise. 

But  even  if  you  are  a  lucky  one  with 
a  low  score,  why  not  do  what  is 
necessary  to  keep  it  low?  Wk 
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COLLECTORS 


What's  wrong 
with  just  being 
beautiful? 

Its  detractors  sneer  at  "chocolate  box"  art,  but 
academic  art  of  the  Belle  Epoque  is  makinga  comeback, 
both  in  price  and  in  critical  esteem. 


By  Doris  Athineos 

For  three  generations,  artists  such  as 
James  Tissot,  Jean-Leon  Gerome  and 
Sir  Lawrence  Alma-Tadema  were 
considered  embarrassing  footnotes  in 
the  history  of  art.  How  vulgar  and 
passe  seemed  their  technical  perfec- 


tion and  corseted  subjects  from  Euro- 
pean society.  Impressionism  was 
sweeping  the  art  world.  Who  wanted 
the  old  "chocolate  box'1  art? 

But  today  collectors  are  realizing 
that  beautiful  isn't  such  a  bad  thing 


Frederick  and  Sherry  Ross  at  home 

"At  the  Edge  of  the  River"  (right)  by  Adolphe-William  Bouguereau. 
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after  all,  and  Frederick  C.  Ross, 
executive  officer  of  Sorrell  Ridgt 
in  Port  Reading,  N.J.,  is  enjoyir 
last  laugh.  Seventeen  years  ago 
ignored  the  critics  and  began  b 
up  the  canvases  of  Adolphe-W 
Bouguereau  ( 1 825- 1905 ),  Alex 
Cabanel  (1823-89)  and  Law 
Alma-Tadema  (1836-1912). 

In    1980    Ross,    then    35, 
bought  a  9-inch  ad  in  the  New 
Times.  He  felt  he  had  to  answer 
critic  Hilton  Kramer,  who  had 
cized  the  Metropolitan  Museui 
even  exhibiting  academic  art.  ": 
of  the  academic  artists  of  the 
century  were  among  history's  gn 
artists,"  insisted  Ross. 

The  art  world  wrote  Ross  of 
nut  case.  But  he  hasn't  change 
views.  "The  basic  underpinning 
history — only  art  that  breaks 
ground  is  valuable — is  incorrect 
argues.  "Modern  art  is  about  an 
the  greatest  art  in  history  is  i 
life." 

The  life  that  inspired  some  of 
academic  artists  was  the  same  ar 
which  inspired  the  impressionist 
life  of  the  boulevards  and  par 
Paris.  But  while  Manet,  Monet'  ( 
gas  and  Renoir  infused  their  can]  a 
with  personal  emotion,  the  Acad* 
trained  artists  painted  more  litt 
what  they  saw  (or  wished  to  see  j 

Ross  fell  in  love  with  the  a 
1977,  at  the  Sterling  and  Fran  l 
Clark  Art  Institute,  a  jewel  of  a  m  ¥^. 
um  in  Williamstown,  Mass.  He  v 
search  of  the  Renoir  room  wht 
laid   eyes   on   Bouguereau's   la.  I 
than-life   "Nymphs  and  Satyr 
stood  there  with  my  mouth  had  Cl"dJ 
open,"  Ross  recalls.  "It  was  so 
emotionally."  But  he  was  also  en'  ' 
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f|«/ourneen,"  by  James  Tissot 
ently  sold  for  $2.5  million. 


ed.  "I  have  a  master's  degree  in  art 
cation  and  wasn't  familiar  with 
name." 

le  soon  got  over  being  embar- 

ed  about  his  unorthodox  taste, 

ai  he  is  now  the  proud  owner  of 

Frail 

it'j 

■■■he 


as  so 
Isoat" 


larger-than-life    paintings    by 

njiguereau,  whose  reputation  and 

ion  prices  are  on  the  rise. 

ven  impressionists  acknowledged 

fguereau's  talents.  "At  the  Paris 

osition  in  1900  someone  asked 

as  and  Monet  who  the  greatest 

vcentury  artists  were,  and  both 

;urred    on    Bouguereau,"    says 

s,  who  paid  $67,000  for  his  life- 

The  Gypsies"  in  1979.  Today 

aiming  is  valued  in  the  high  six 

es.  "Bouguereau  captured  the 

of  youth  the  way  Rembrandt 

red  the  soul  of  old  age,"  Ross 

sodizes. 

ss,  along  with  his  wife,  Sherry, 
writes  children's  books,  has  col- 
d  125  19th-century  European 
ings.  Even  lesser-known  artists 
e  Belle  Epoque,  such  as  Auguste 
mouche  (1829-90)  and  Eugene 
n-LaLoue  (1854-1941),  have 
space.  "If  it's  purely  beautiful 


without  deeper  levels,  sometimes 
that's  a  valid  reason  to  buy,"  main- 
tains Ross. 

Recently  Ross  fell  for  "The  Love 
Letter,"  by  Spanish  artist  Raimundo 
de  Madrazo  y  Garreta  (1841-1920). 
The  softly  painted  work  was  up  for 
auction  at  Sotheby's  in  May  and  was 
estimated  to  bring  $150,000  to 
$200,000.  But  prospective  buyers 
passed  on  it.  Ross  bided  his  time  and 
immediately  after  the  auction 
snapped  it  up  for  $112,000. 

Ross,  whose  jam  and  preserves 
company  has  annual  sales  of  about 
$20  million,  can  now  afford  such 
works,  but  that  wasn't  always  the  case. 

"In  1977,  when  I  bought  my  first 
Bouguereau,  my  net  worth  was 
$1 10,000. 1  spent  10%  of  everything  I 
had  at  that  first  auction."  One  of  the 
three  paintings  he  then  bought,  for 
$4,000,  was  Bouguereau's  "Babies 
Sleeping  Together."  Seven  years  later 
he  sold  it  for  $45,000. 

Now  the  Rosses  boast  that  their 
collection  is  "self-funded."  Exam- 
ples: They  paid  $3,200  for  a  Julien 
Dupre  in  1978  and  sold  it  in  1986  for 
$58,000.  In  1985  they  paid  $66,000 
for  Lawrence  Alma-Tadema's  "Un- 
welcomed  Confidences."  Six  years 
later  they  sold  it  to  a  dealer  for 
$270,000. 


"The  Gypsies,"  by  Bouguereau 

Ross  bought  it  in  1979  for  $67,000. 


Frederick  Ross  has  learned  to  trust 
his  eye.  At  a  London  auction  in  1985 
he  spotted  a  canvas,  covered  in  dirt,  by 
a  total  unknown.  Priced  at  $4,000, 
the  painting  intrigued  him,  and  he 
bought  it.  The  work  turned  out  to  be 
a  misattributed  Cabanel  and  is  valued 
at  $60,000. 

Today  the  Rosses  are  on  the  prowl 
for  works  by  Leon  Lhermitte,  a 
French  rural  landscape  artist.  "The 
first  thing  you  see  when  you  walk  into 
the  Van  Gogh  museum  in  Amsterdam 
is  a  big  Lhermitte  of  peasants  stacking 
hay.  If  Lhermitte  had  agreed  to  ex- 
hibit at  the  Salon  des  Refuses,  along 
with  Manet  and  Cezanne,  his  reputa- 
tion would  be  better.  But  that  seems  a 
scurrilous  reason  to  decide  if  an  artist 
is  good  or  bad,"  says  Frederick  Ross. 
Recently  the  Rosses  bought  "Les 
Glaneuses"  (The  Gleaners)  by  Lher- 
mitte, for  $100,000. 

Ross  guesses  that  academic  art  is 
due  to  take  a  major  leap  forward,  both 
in  price  and  esteem.  "We're  only  five 
years  away  from  it  being  the  century 
before  last.  Artists  of  our  grandpar- 
ents' era  are  going  to  be  elevated  into 
the  category  of  old  masters,"  he  says. 

But  he  warns  prospective  collectors 
against  buying  on  name  alone.  "It's 
better  to  buy  the  best  work  of  a 
second-rank  artist  than  a  bad  painting 
by  a  major  artist." 

For  buyers  on  a  budget,  Ross  says, 
Tissot's  prints  are  screaming  bargains. 
"Tissot's  paintings  bring  more  than 
$2  million,  and  the  prints  should  be 
worth  about  $30,000  to  $40,000. 
But  they  sell  for  $2,000  to  $8,000." 

To  see  a  comprehensive  history  of 
19th-century  art,  visit  the  Musee 
d'Orsay  in  Paris,  the  Sterling  and 
Francine  Clark  Art  Institute  in  Wil- 
liamstown  and  the  Museum  of  Fine 
Arts  in  Boston.  Art  historian  Robert 
Rosenblum  offers  a  lively  essay  and 
guides  readers  through  the  century  in 
Paintings  in  the  Musee  d'Orsay  (Stew- 
art, Tabori  &  Chang,  1989)'.  Sothe- 
by's and  Christie's  sell  19th-century 
paintings  three  times  a  year,  in  the  fall, 
February  and  May.  Also  in  New  York 
City,  by  appointment,  dealer  Joan 
Michelman  (212-535-4524),  Rehs 
Galleries  (212-355-5710),  Hirschl  & 
Adler  Galleries  (212-535-8810)  and 
Shepherd  Gallery  (212-861-4050) 
offer  19th-century  academic  art,  in- 
cluding Belle  Epoque  works.  Hi 


■■'■ 


es«  July  3,  1995 


111 


iRKEK 


♦  D 


FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SER> 


Receive  Value  Line 
for  only  JM^C  $55 


An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 

recent  Ratlngs^nd  Reports  on  1 700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  VSS-will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  for  $65  $55.  Available  only  once  every  three  years  to 

any  household.   SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS 

Third  Edition  (retail  price,  $10.95)— 537  pages,  filled  with  over  3,000 

definitions  of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and 

more.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along 

with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

Ml   (Ext.  2903-Dept.  316C03)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 
7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery. 
NY  residents  add  sales  tax.  Foreign  rates  upon  request. 


Universitv  De 


The  Value  Line  Investment  Survey* 

PO  Box  3988  New  York. 

NY  10008-3988 


BUSINESS  OPPORTUNITIES 


"They  Laughed 

When  I  Told 

Them  I  Could 

Make  $150,000 

a  Year  as  a 
Consultant..." 

My  friends  all  said,  "A  consult- 
ant in  what?"  But  now  I'm  get- 
ting the  last  laugh  as  I  make  any- 
where from  $10,000  to  $50,000 
on  each  client  with  my  own  con- 
sulting business. 
I  offer  two  unique  niche  services 
that  every  company  needs,  but 
best  of  all,  I  do  it  on  a  no-risk  con- 
tingency basis.  Needless  to  say, 
that  attracts  far  more  clients  than 
I  can  handle. 

A  very  limited  number  of 
people  throughout  the  country  are 
now  being  trained  to  do  the  same 
thing  in  their  own  areas,  and  a 
personal  computer,  fax  machine, 
good  communications  skills,  and 
about  $12,000  in  start-up  capital 
are  all  that's  required. 

If  you  think  you  qualify  and 
would  like  the  full  particulars,  call 
1-800-660-0330,  Toll  Free,  Mon- 
Fri,  8:30  am  to  5:30  pm,  CST.  No 
obligation,  of  course. 


INVESTMENT  BOOKS 


Call  for  a  FREE  catalog 
of  our  investment  books 

1-800-871-2665 


100  NKw* 

That***: 


"Fisher  brings 
market  history 
to  life  with  one 
fascinating  tale 
after  another. " 

-  Norman  Fosback 


by  Kenneth  L  Fisher 


S£  Business  Classics,  Inc. 


FRANCHISE  CONSULTING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

Htincorp " 

Specialists  in  Franchise  Development        FB 

New  York  •  Chicago  •  Los  ftngeies  •  Naples  Fl  •  Mexico  City  •  Buenos  Aires 


SHARING 


IS  CARING 


WANTED 

Steel  Home  Distributors 

♦  Energy  Efficient  9"  (R-30)  Insulation 

♦  Unbeatable  Protection  from  Wind, 
Fire,  Termites,  Snow,  Earthquakes 

♦  American-Made  Steel  (66%  Recycled) 

♦  Simple,  Bolt-Together  Construction 

♦  Refundable  Investment,  Full  Training 

♦  1 9-Year  Industry  Leader  with  Homes 
in  all  50  States  and  26  Countries 

Call  for  FREE  Mo  or  $9.95  VIDEO: 


0ft 


1-800-TRI-STEEL 

1-800-874-7833 


1> Steel     (817)497-7070      Fai:  (817)  497-7497 

MOO  S  Stemmons  Fiwy   Denton   TX  76205 


Approved  Self  Paced  Hon- 

Associate  Bachelors  Masle 

Business  Admin,  Public  Adn 

Care  Admin,  Human  Resource 

International  Business,  Tech  I 

Paralegal,  Psychology,  Call  fc 

(800)  477-2254  (24  h 

Southern  California  Uni' 

for  Professional  Stuc 

1840  E.  17St-F,  Santa  Ana, 


NLNTG 

STEED  L 

Jl  Precious  < 

iksalecalal 
fejwlfr 
jflmfcr 


COLLEGE  DEC 

bachelor's  •  master's  •  D 

For  Work,  Life  and  Academic 

Earn  your  degre 
convenient  hor 

(800)  423-324 
Fax:    (310)47" 

send  detailed  resume  for  fj| 

Pacific  Western  Unj 

600  N.  Sepulveda  Blvd..  Los  Angetes  J 


pinto 
ilkmM 


(Art  lit 


FREEVID 


EXTERNAL  DEC 

BA/BS  MS/MBA  Pl- 
|  Credit  for  work. /life  exp.  •/,! 
(800)  955-8879  (24 1 

LaSalle  Univei 

Dept.  879,  Manderville,  LA  7| 


guild  your  busi 

with  books  from  the  U.S.  Goverl 


Whether  you're  interested  in  exporting 
to  the  Government,  accounting  and  taxal 
patents  and  trademarks,  or  general  busine 
you'll  find  the  best  the  Government  has 
offer  in  this  FREE  catalog  of  business  boo  I 
available  for  sale  from  the  Superintenden  | 
Documents. 


hltUT, 


For  your  FREE  catalog,  write  to: 
Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office"  of  Marketing— Stop  SM 
Washington,  DC  20401 


HOI 

NNAsm 

IS 

W  on  St  Johi 

W-5250.1 


*  /v  * 


iiV  [LLANEOUS  FOR  SALE 


MENT  GEMSTONES! 
STEED  LIQUIDITY!!! 

buy  &  sell  Diamonds 
II  Precious  Gemstones. 
ilesale  catalog  since  1967! 
iber:  Jewelers  Board  of 
6  Chamber  of  Commerce. 

OUSE  OF  ONYX 

»t.,  Greenville,  KY  42345 

3100  or  FAX  502-338-9605 


VOICE  MAIL 


EXECUTIVE  GIFTS 


MAIL  ORDER 


EC 


i  x 


EXECUTIVE  GIFTS 


PosturEvolution  could  be 
the  solution. 

PosturEvolution  helps  retrain  your 
bock  so  you  con  maintain  good 
posture  wherever  you  sit. 

•  Portable 


•  Supportive 

•  Compact 

PosturEvolution  transforms  your 
chair  or  car  seal  into  a  foundation 
for  proper  sitting.  Call  for  a  free 
brochure. 

PosturEvolution 
800.392.0363 


E  MEMORABILIA 


ing.  s : 

m  OR  OR  CHARITY  DONOR 

jusine vsA  payload  container/box 

hast  $453,000  now  priceless. 

hnnn  (near  NASA)  wants.  Will 

su    or  $250,000.  Also  will  sell 

ndenlf/ER  FRONTAGE',  high  bluff, 

use  on  St.  Johns  River  12 

FL— $250,000.  Both  for 

Refundable  $10  video  on 

-800-398-9244. 


GET  THE  MESSAGE 
-OR  ELSE! 

43k 


Windows  -  Based 

♦  Voice  Mail 
*Auto  -Attendant 

♦  Fax  —  On  —  Demand 

♦  Systems  from  $295 

1  -800-94  7-4884 

(Developer/OEM  packages  available)  VISA  -  MC  -  AMEX  -  COD 
TALKING  TECHNOLOGY,  INC.     J. 


PUBLICATIONS 


A  World  of  Books 
On 

ASIA 


Business  in  Asia  requires  cul- 
tural understanding.  For  in- 
sightful articles  and  reviews  of 
current  cross-cultural  books 
and  ideas,  there  is  one  source. 

Introductory  subscription  rate  only  $36.00 

New  Asia  Review 


1 0  Bay  Street,  Westport.  CT  06880 
(203)  222-9734 


ORBES  MARKET/CLASSIFIED 

o  spotlight  your  specialty  product  or 
vice  to  an  affluent  proven  responsive 

executive  audience: 
FE,  CALL  OR  FAX:  LINDA  LOREN 
ORBES  MARKET/CLASSIFIED 
60  Fifth  Ave.,  N.Y.  N.Y.  10011 
(212)620-2440 
(212)  620-2472  (FAX) 


Antique  Wine  Company  of  Great  Britain 

Specialises  from  its  extensive  vintage  cellar  stock 
in  matching  exceptional  fine  wine  (Lafite  Roths- 
child, etc.)  to  anniversary  occasions  or  the  birth 
year  of  the  recipient.  Presented  in  an  engraved 
case,  the  bottle  from  the  relevant  year  comes  with 
an  original  'London  Times'  from  the  exact  day  of 
birth,  also  a  Vintage  report.  Delivery  Worldwide. 
Tel:  U.K.  (01827)  830707 
Fax:  U.K.  (01827)  830539 
Toll  Free  Tel/Fax  U.S.A.  1  800  827  7153 


BUSINESS  OPPORTUNITIES 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 

PRIVACY  NEWSLETTER 

Scope,  Box  4948.  Forestside  House, 

Forestside,  P0  9  6EE.UK 

Tel:  +44  (0)  1705  631751  Fax:  +44  (0)  1706  631322 


Does  (he  Dollar  still  have  further  to  tali?  Is  the 
Swissie  the  currency  to  go  for?  Read  CURRENCY 
BULLETIN  to  find  out  more.  "The  best  advice  on 
currencies  you  can  hope  to  find..." 
Send  today  for  your  FREE  copy  to: 
Currency  Bulletin/Chescor*.  10  Suffolk  Street, 
London  SWIY  4HG.  England. 
Fax: +44  171  839  1131  »SFA  member 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/Write  for  FREE  KIT: 
P.O.  Box  484-FB 


uukuv 


istry 


Wilmington,  DE  19899 


B    Ind.  800-321-CORP -'302-652-6532 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Ratail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


Uniquely  luxurious 


An  "Elevette"  residen- 
tial elevator  adds  a 
unique  custom  touch 
to  your  home,  as  well 
as  practicality  and 
convenience. 
Available  In  a  variety 
of  decor-matching 
styles. 

It's  the  ultimate  solu- 
tion for  people  who 
require  a  wheelchair 
or  can't  use  stairs,  and 
Is  tax-deductible  when 
doctor  recommended. 
For  free  literature, 
contact 


INCLINATOR 

COMPANY    OFj  IaMERICA 

Dept.  7  \f * 

PO  Box  1557         V 
Harrlsburg,  PA  17 105- 1557 
Phone  717  234-8065 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
IRDS 


•  16"  lo  22"  models  are  hand- 
crafted from  solid  mahogany  with 
hondpatnted  modcings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 
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CIGAR-GRAMS 


EXTRAORDINARY  HAND  ROLLED 
CIGARS  FROM  OVER  100  OF  THE 

WORLDS  BEST  MAKERS 
FREE  COLOR  CATALOG 


1-800-5-STOGIE 


BUSINESS  FINANCING 


IMMEDIATE  CASH 

FOR  YOUR  RECEIVABLES 

We  provide  quick  &  convenient  funding 

to  companies  who  need  capital 

to  expand  their  businesses. 

CASH  AVAILABLE  NOW 

Prime  Capital  Corporation 
Tel  407-684-6100  •  Fax  407-684-6175 


Forbes:Capitalist  Tool® 
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Wall  Street  meets  Main  Street.  Hal  ared  to  imagine  1 
when  average  Americans  would  take  their  financial  destiny 

their  own  hands.  Make  their  own  investment  «vv,^,,^.  

own  risks.  And  reap  the  rewards  of  Wall  kSo  he  he 
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advice.  Just  information.   No  sales  pressure.  Just  the  effii 
execution  of  trades  at  discount  prices.  Today,  he's  the  broke 


over  2.8  million  investors.  With  $116.7  billion  in  assets.  And] 
traffic  just  keeps  on  building.  Charles   Schwab   pickedM 
his  first  co|r  of  Forbes  at  his  father's  law  firm  in  1|  M 

Forbes 

CAPITALIST     TOOL* 
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EDITED  BY  DERO  A.  SAUNDERS 


lie  more  things  change . . ." 
II  years  ago  in  Forbes 

lOM  THE  ISSUE  OF  JULY  1 ,  1925  ) 

|he  money  situation  couldn't  be 
Iter.  Secretary  Mellon,  who  seems 
pave  the  gift  of  'second  sight'  in 
1  investment  market,  has  just  corn- 
red  $150  million  of  financing  at 
I— the  lowest  rate  for  a  twelve - 
Inth  period  in  postwar  financing." 

pe  government  is  to  give  up 
Ist-busting,'  Washington  newspa- 
Idispatches  say.  But  whether  or  not 
Iwill  witness  more  attacks  on  cor- 
lations  will  depend  quite  as  much 
l»n  business  leaders  as  upon  politi- 
ijeaders.  Where  is  the  businessman 
jp  will  dare  to  say  that  not  one 
trust  action  has  been  justified? 
fortunately,  too  many  [are]." 

run-chill's  proposals  for  the  es- 

lishment  of  an  imperial  preference 
lem  have  split  the  British  Labor 
ly  wide  open.  The  expectation  was 

I  labor  would  stand  solidly  op- 
td,  but  Ramsay  MacDonald's  sup- 
lers  have  come  out  strongly  in 
|>r  of  measures  to  expand  trade 

|i  the  Dominions." 

years  ago 

|)M  the  issue  of  July  1,  1935) 

in  ardent  accord  with  the 
:iple  underlying  unemployment 
lents,  old-age  pensions,  sick 
sfits  and  the  like.  But  I  cannot 
bcientiously  support  some  of  the 
Is  propounded  by  Washington  to 
|n  the  desired  objectives.  The  So- 
kcurity  Bill,  in  my  judgment,  is  a 
-baked  measure,  entailing  lopsid- 
:vies,  providing  for  accumulating 
|  estimated)  some  30  to  50  billions 
lollars  of  'reserves'  without  con- 
ing information  on  how  any  such 
recedented  sum  can  be  kept  liquid 
J  readily  available  for  distribution 
(n  needed."  -B.C.  Forbes 


"Three-quarters  of  the  houses  in  a 
new  real  estate  development  near 
New  York  City  will  be  partly  or  wholly 
air-conditioned.  All  80  homes  in  an- 
other development  on  Long  Island 
will  be  completely  air-conditioned 
[although]  priced  under  $6,000." 

50  years  ago 

(  From  the  issue  of  July  1,  1945) 
"Our  federal  representatives,  by 
voting  themselves  a  tax-free  $2,500 
increase  in  income — camouflaged  as 
'expenses' — have  lowered  themselves 
in  the  public's  estimation,  have  made 
themselves  morally  impotent  to  hold 
down  wages  throughout  the  country, 
have  proclaimed  themselves  more 
concerned  over  filling  their  own  pock- 
ets than  fulfilling  their  duty.  ..." 

"This  writer,  having  lived  21  years  in 
Britain,  having  regularly  visited  that 
country  before  the  war,  and  still  hav- 
ing several  private  correspondents 
there,  feels  emboldened  to  predict 
that  Winston  Churchill  will  win  the 
election  this  month  and  be  the  next 
Prime  Minister. "-B.C.  Forbes 
[Ed:  Churchill  lost  to  Clement  Attke.] 


25 


years  ago 


[  From  the  issue  of  July  1 ,  1 970 ) 


At  25,  John  Roberts  put  on  the  fabled 
Woodstock  music  festival  in  1969. 


"At  25,  John  Roberts  has  already 
come  close  to  losing  $1.8  million;  has 
been  attacked  by  his  former  business 


.»i^nnwinn"'"T"!>™ 


Sleek  as  a  fish, 
this  Seattle  ferry 
went  into 
service  in  July 
1935.  Capacity: 
110  cars,  8,000 
passengers. 


partners  . . .  and  has  felt  the  hatred  of 
a  small  community.  .  .  .  He  could  also 
be  making  his  first  million.  Roberts, 
an  opinionated  but  likable  heir  to  a 
cosmetics  fortune,  backed  last  sum- 
mer's Woodstock  music  festival.  In- 
stead of  die  expected  100,000  peo- 
ple, 400,000  poured  into  the  little 
Catskill  town  of  Bethel,  N.Y " 

"Alert  readers  may  have  noticed  that 
the  word  'crash'  has  started  appearing 
in  Forbes.  .  .  .  Even  in  1962,  when 
stock  market  values  were  clipped  by 
$100  billion  or  more,  we  figured  that 
'decline'  was  strong  enough.  Why  is 
this  time  different?  ...  All  in  all,  you 
have  to  go  all  the  way  back  to  1937  to 
find  a  bigger  decline  in  the  Djl." 


10 


years  ago 


(From  the  issue  of  July  1,  1985) 


The  bank  troubles  of  1985  recalled  to 
Forbes  this  cartoon  of  the  1930s. 

"These  are  great  days  for  connois- 
seurs of  capital  catastrophes.  Ohio  has 
a  banking  panic  and  a  statewide  bank 
holiday.  The  fdic  closes  seven  banks 
in  four  states  in  one  day,  the  greatest 
number  of  banks  to  fail  in  a  day  in  50 
years.  The  $40  billion  Continental 
Illinois  Corp.  and  $31  billion  Finan- 
cial Corp.  of  America  [are]  on  finan- 
cial heart-lung  machines  to  survive." 

"If  there  is  any  good  news  from 
computer  industry  lately,  we  h?\  n't 
heard  it.  W.t  >  to  re- 

port  a   lo,c      its  2    years. 

. .  .Dataf  Bquipment, 

Hewlett  i,  even  mighty  IBM, 

have  r  declines  in  quarterly 

earni  i  IB 
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When  Hector  was  a  pup  and 
I  was  a  boy,  Pan  American 
was  the  greatest  thing, 
the  greatest  company  in 
the  brand-new  air  trans- 
portation industry.  .  .  . 

As  seems  to  happen  so 
frequently  to  people  and 
businesses,  success  over 
the  decades  led  to  com- 
placency and  ultimately  to 
red  ink.  From  the  longtime 
pinnacle  when  Pan  Am  was 
virtually  writing  the 
book,  the  procedures  and 
the  international  air  agree- 
ments that  were  dutifully 
passed.  .  .  .  Pan  Am's 
affluence  and  influence 
have  declined  now  to  the 
point  where  it  is  receiving 
the  wrong  end  of  the  stick, 
unfair  treatment,  the  back 
of  the  hand. 

-Malcolm  Forbes  (1976) 


A  Text.  .  . 

For  he  that  will  love 
life,  and  see  good  days, 
let  him  refrain  his 
tongue  from  evil,  and 
his  lips  that  they  speak 
no  guile. 
-I  Peter  3:10 


Sent  in  by  Joseph  J.  Spears, 

Reno,  Nev. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Every  U.S.  citizen  owes 
allegiance  to  our  nation. 
Some  Americans  consider  that 
anything  less  than  high 
treason  is  allegiance. 

-CULLEN  HlGHTOWER 

Forget  the  past.  No  one 
becomes  successful  in 
the  past. 
-Anonymous 

Everybody  makes  mistakes, 
A  fault  we  all  must  share; 

But  attitudes  have  changed 
with  time: 

Too  few  of  us  now  care. 

-Art  Buck 

It  is  sad  that  mv  emotional 
dependence  on  the  man  I  love 
should  have  killed  so  much 
of  my  energy  and  ability; 
there  was  certainly  once  a 
great  deal  of  energy  in  me. 
-Sonya  Tolstoy 
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Being  divorced  is  like  being 
hit  by  a  Mack  truck.  If  you 
live  through  it,  you  start 
looking  very  carefully  to 
the  right  and  to  the  left. 
-Jean  Kerr 

Our  bodies  are  where  we  stay; 
Our  souls  are  what  we  are. 
-Cecil  Baxter 

Anyone  who  says  business- 
men deal  only  in  facts, 
not  fiction,  has  never 
read  old  five-year 
projections. 
-Malcolm  Forbes 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-2344553  and  charge  to  your  credit  card. 


In  a  body  [like  Congress] 
where  there  are  more  than 
one  hundred  talking  law- 
yers, you  can  make  no 
calculation  upon  the  ter- 
mination of  any  debate, 
and  frequently  the  more 
trifling  the  subject  the 
more  animated  and  protracted 
the  discussion. 
-President  Franklin  Pierce 

I've  learned  that  you  never 
ask  a  tire  salesman  if  you 
need  new  tires. 
-44-year-old's  discovery 

I  suppose  Gauguin  would  not 
approve  of  his  own  imitators, 
for  he  said,  "In  art  one  is 
a  revolutionary  or  a  plagia- 
rist." Remembering  the  old 
schools  and  traditions,  we 
might  answer  that  the  great 
artists  have  been  the 
plagiarists. 
-G.K.  Chesterton 

If  you  see  a  tennis  player 
who  looks  as  if  he  is  work- 
ing hard,  then  that  means 
he  isn't  very  good. 
-Helen  Wills  Moody 

It's  rare  that  patients  ask 
for  a  second  opinion  when 
they're  happy  with  the  first. 
-Robert  Half 

Accident:  An  inevitable 
occurrence  due  to  the 
action  of  immutable 
natural  laws. 
-Ambrose  Bierce 

One  good  teacher  in  a  life- 
time may  sometimes  change 
a  delinquent  into  a  solid 
citizen. 
-PHiLir  Wylie 

Thank  goodness  I  was  never 
sent  to  school;  it  would 
have  rubbed  off  some  of 
the  originality. 
-Beatrix  Potter 
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That's  the  philosophy  behind 
World  Business  Class"'  from  KLM 
and  Northwest  Airlines.  So  we  added 
nearly  50%  more  legroom  and  recline 
for  more  personal  space  than  any 
other  worldwide  airline. 


Plus  personal  videos,  innovative 
menus  and  other  amenities  designed 
to  help  you  stretch  out  and  relax. 
Enjoy  more  comfort  to  more  of  the 
world.  Call  your  travel  agent,  KLM, 
or  Northwest  Airlines. 


@NORTHWESl 
A  I  R  L  I  N  E  J 

Some  People  Just  Know  How  to  Fl 
1»8    00«447»4747 


klm  ®£P8TO??5  World  Business  Class 

Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses.  t, 
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6  MILLION  TAX  FREE 

IHY  PAY  NO  TAX  ON  (600,000  WHEN  YOU  CAN  PAY  NO  TAX  ON  $0  MILLION? 


I  are  entitled  to  a  $600,000  gift 
1  estate  tax  exemption.  Using 
.  exemption  during  your  life- 
2, 1  can  show  you  how  to  turn 
^to  $6  million.  Tax  free! 

IMIZE  YOUR  $600,000  ESTATE 
EXEMPTION  UP  TO  TEN  TIMES 

Optimal  Plan,  designed  spe- 
bally  to  eliminate  tax  costs  and 
itly  optimize  estate  values, 
kides  every  viable  option  poss- 
.  Assuming  that  you  and  your  spouse 
160  years  old  (see  table  for  other  ages) 
I  don't  need  the  $600,000  for  your  per- 
lal  use,  you  can  gift  that  money  to 
[r  children  or  to  an  irrevocable  trust 

ig  your  lifetime.  They  can  then  pur- 
Ise  a  $6  million  One-Pay,  Last-To-Die 
[insurance  policy.  Or,  using  both  your 
Imption  and  your  spouse's,  you  can 
[ctively  increase  that  amount  to  as 
ch  as  $12  million! 

IMIZE  YOUR  FORTUNE 
G  MY  "OPTIMAL  PLAN" 

rich  are  often  advised  to  utilize  various 

ts  and  generation  skipping  gifting 

grams.  In  spite  of  using  antiquated 

( kie  cutter'  concepts,  these  Conventional 

,  „  J  tdom  Plans  are  often  successful  in  reduc- 

j»?*  taxes.  However,  unlike  my  Optimal 

*  1  n,  they  are  incomplete  by  the  omission 

'  lfe  insurance,  the  one  element  that 
4  7kes  it  possible  to  optimize  wealth. 

du  were  offered  an  opportunity  to  buy 

--  ock  or  property  that  would  increase 

|aSS  ir  investment  ten  times,  wouldn't  you 

0 '  it?  Why  settle  for  a  $600,000  exemption 

ai  I  can  show  you  how  to  increase  it  up 

>6  million.  Tax  free! 


USE  IT  OR  LOSE  IT! 

Common  sense  must  tell  you  that  the 
most  logical  way  to  optimize  the  legacy 
you  leave  for  your  heirs  is  to  use  your 
exemption  now.  With  my  Optimal  Plan, 
everybody  wins.  You  increase  the  amount 
of  tax  free  money  from  your  estate  as 
well  as  the  legacy  you  leave  for  your 
heirs  —  and  Uncle  Sam  receives  yearly 
income  taxes  on  the  investment  return 
from  the  extra  money  you  create  for  your 
family  —  in  perpetuity. 

ORDER  MY  BOOK  OS  RICH  AND  MFREE! 

To  quote  Malcolm 
S.  Forbes,  Jr., "Barry 
Kaye  once  again  con- 
veys the  concept  that 
insurance  can  not  only 
preserve  worth,  but 
increase  it."  My  new 
book,  Die  Rich  And 

Tax  Free!  is  available  in  book  stores,  or 

send  $29.95  plus  $4.10  for  S&H  and  sales 

tax  where  applicable. 

(MasterCard  and  VISA  accepted) 


*Based  on  a  last-to-die  policy,  male  and  female, 
age  60,  based  on  current  assumptions 


THIS  FREE  PHONE  CALL 
CAN  BE  WORTH  $6  MILLION 

Call  now  and  I'll  send  you  the 
details  of  my  Optimal  Plan,  a 
copy  of  my  valuable  report,  12 

Wealth  Creation  and  Preservation 
Strategies  and  a  customized  pro- 
posal, tailored  to  your  specific 
financial  situation. 

The  detailed  plan,  the  report  and 
proposal  are  all  absolutely  free 
and  there  is  no  obligation  to  buy  any- 
thing. Ever!  I  urge  you  not  to  wait  until 
you  lose  your  health  or  your  life.  Employ 
my  Wealth  Creation  and  Preservation 
Industry  methods  of  estate  tax  cost  dis- 
counting and  money  optimization  now 
and  make  it  possible  for  your  heirs  to 
receive  not  $600,000,  but  $6  million,  tax 
free! 


Bany  Kaye, 

founder  of  the 
Wealth  Creation  and 
Preservation  Industry, 
foremost  expert 
on  estate  tax  cost 
discounting  and 
respected  author. 


CALL  TOLL  FREE 

(800)  932-5841 

WRITE  OR  FAX  TO 


Wealth  Creation  Centers  " 

America's  Foremost  Estate  Tiu -i    >st  Ducounl 

Barry  Kaye  Associates 

1901  AVE.  OF  THE  STARS'LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310)282-0775 

©1995  Wealth  Creation  <  in  y  Kaye  Associates 
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BMW  introduces  the  fastest  way  to  unwind  from  the  grind: 
the  M3  Luxury.  It  starts  with  the  dynamic  driving  capabilities 
and  four-seat  practicality  of  the  world-acclaimed  M3, 
and  then  spoils  you  with  sumptuous  comfort  and  luxury. 
The  240-hp  engine  propels  you  from  0-60  in  6.1  seconds* 


yet  you  reach  maximum  comfort  immediately,  firmly  crad 
in  power-adjustable  sports  seats  covered  in  glove-sol  i 
Nappa  leather.  A  multi-function  on-board  computer  ar 
cruise  control  add  convenience,  while  burnished  hazelr 
trim,  exclusive  M-contour  wheels  and  special  body  styl 


COMFORT. 


1  -  la 

PHI 

c,3  jsform  the  daily  commute  into  an  exciting  escape. 
e.s;  v,  an  optional  five-speed  automatic  transmission  with 
terl  oerant  response  makes  gridlock  bearable  -  and  your 
.&>  iway  quick.  By  that  time,  you'll  probably  have  forgotten 
::  ut  the  Dow,  your  clients  and  everything  else. 


Call  1 -800-334-4BMW  for  more  information  about 
the  new  M3  Luxury.  A  sports  coupe  that  can  take  you 
away  from  it  all  -  immediately. 

Manual  transmission  THE  NEW  M3  LUXURY 
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male  bowerbird  selects  feathers,  flowers  and  other  small  objects  in  its  favorite  colors  to  set  an  attractive  stage  for  its  courtship. 


What  could  be  more  natural  than  making  a  concerted  effort  to  appeal  to  those  we'd  like 
to  win  over?  For  the  bowerbird  in  search  of  a  mate,  it's  a  simple  law  of  nature.  A  law  that's 
just  as  applicable  when  it  comes  to  launching  and  marketing  new  products. 

A   bird's   eye   view 
of  trend-spotting   at   Schott-Zwiesel 
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When  designing  new  glassware  at  Schott-Zwiesel,  we  analyze  all  the  latest  international 
trends.  But  even  more  importantly,  we  work  in  close  cooperation  with  the  people  who 
know  consumers  best  -  our  partners  in  distribution  and  sales.  By  exchanging  ideas  and 
know-how,  we  develop  tomorrow's  best-sellers,  along  with  new 
concepts  for  decoration,  packaging  and  display.  It's  part  of  our 
corporate  culture  to  help  our  partners  market  promising 
new  products  even  more  effectively.  If  you'd  like  to  know 
more  about  the  Schott  Group  of  companies,  write  to: 
Schott  Corporation,  Dept.  FB  2,  3  Odell  Plaza,  Yonkers  NY  10701 . 
Maintaining  our  position  as  a  leader  in  special  glass  is  not 
enough.  Our  goal  is  to  be  a  leader  in  customer  orientation  - 


Analyzing  market  trends 
at  Schott-Zwiesel.  We  work 
closely  with  our  partners 
in  distribution  and  sales  to 
develop  tomorrow's  exciting 
new  product  lines.  Shown  here 
is  the  "Eclair"  stemware  line 
designed  by  Schott-Zwiesel. 
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finding      ways     to     take     our     customers     further.       Total   Customer  care 
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or  other  airlines   this  would   be 
too    much  of  a    stretch. 


■quent  Flyer  credit  varies  by  route  and  by  program.  Check  your  mileage  program  for  details.  ©1995  Qantas  Airways 


That's  because  no  other  airline  has  a 
Business  Class  seat  quite  like  Qantas.  They 
are  simply  the  most  ad- 
vanced seats  of  their  type 
in  the  world. 
Economically  designed,  each  one  now 
gives  you  an  extra   10  inches  of  leg  room. 
That's   a   sprawling  50     -ijiMM. 
inches  between  each  row.     '&(/ 

Special  "winged"  head- 
rests and  adjustable  lumbar  support  add  to 
your  comfort.  And  for  in-flight  entertainment, 
personal  in-seat  video  screens. 

In  Business  Class  you'll  enjoy  healthy 
world-class  meals,  an  exceptional  wine  list 
.  .  and    new    cabin    interiors 

^Hll      I      that    reflect    contemporary 
-**-      Australian  culture. 
On  Qantas,  you  can  also  earn  mileage 
on  your  choice  of  Alaska  Airlines, 
American    Airlinesf  British 
Airways,    Canadian    Airlines, 
Continental  Airlines,  USAir  or 
our  own  frequent  flyer  program.* 

Would  it  be  stretching  it  to  say  that  Qantas 
has  the  best  Business  Class  service?  All  things 
considered,  we  think  not.  Call  your  travel  agent 
or  Qantas  at  1-800-227-4500. 
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Graham  Button,  detective 

"This  is  a  process  of  incremental  improvement, "  Graham  Butte 
says  of  FORBES'  annual  compilation  of  the  world's  richest  people,  tl 
issue's  cover  story.  As  editor  in  charge,  Button  has  become  som 
thing  of  a  detective.  Few  people  walk  around  with  signs  proclaimii 
their  net  worth.  Especially  is  this  so  in  countries  where  disclosure 
spotty  and  people  are  accustomed  to  hiding  their  wealth.  So  Butte 
and  his  crew  must  ferret  them  out.  One  by  one,  the  hard  way. 

"We  make  no  claim,"  Button  says,  "that  our  survey  is  scientif 
There  are  always  assets  squirreled  away  in  Swiss  banks,  stockholdin 
in  nominee  accounts,  dummy  partners,  priceless  works  of  art.  But  \ 
have  been  at  this  for  nine  years  and  have  painstakingly  built 
database  on  world  wealth.  We  listen  to  gossip,  too,  but  we  don't  ji 
take  someone's  word  as  fact;  we  check  ever)'  lead  and  won't  crec 
wealth  until  we  have  verification  from  reliable  sources. 

"Fortunately,  the  big  trends  are 
going  our  way.  Freer,  more  open 
markets  mean  more  disclosure  and 
greater  transparency.  Consider  the 
case  of  Korea,  where  we  had  long 
been  thwarted  by  the  lack  of  reliable 
information  on  the  giant  chaebol,  or 
conglomerates.  For  the  first  time,  the 
government  has  forced  the  chaebol  to 
disgorge  more  information.  Using 
this  newly  public  information,  we've 
added  four  new  Korean  names  to  the 
list"  this  year.  We're  still  short  on 
Indians  and  Russians,  but  the  trend  Graham  Button 
toward  transparency  will  enable  us  to  ^^HB 
flush  more  of  them  out  in  future  years. 

"We're  not  saying  that  we've  found  every  billionaire  in  the  won 
but  we  can  say  with  a  lot  of  confidence  that  every  name  on  this  lisl 
worth  at  least  as  much  as  we  say  it  is." 

Some  of  the  names  Button  and  his  crew  identify  you  will  recogni 
from   the   gossip  sheets  or  the   business  pages.   Others  will 
unfamiliar.  They  share  one  thing:  Their  wealth  and  power  ma 
them  people  to  be  reckoned  with  in  the  world  economy. 

In  compiling  this  year's  list,  Button  was  assisted  by  Hiroko  Asar 
Riva  Atlas,  Marc  Babej,  Marc  Ballon,  Justin  Doebele,  Kerry  Dok 
Gale  Eisenstodt,  David  Fondiller,  Stephen  Johnson,  Philippe  Mi 
Joel  Millman,  Kazumi  Miyazawa,  Juliette  Rossant,  Michael  Scb 
man,  Andrew  Tanzer  and  Esther  Wachs  Book.  Among  them,  t 
talented  crew  piled  up  thousands  of  hours  of  overseas  telephone  ca 
much  midnight  oil  and  lots  of  international  travel.  The  special  rep< 
on  the  world's  billionaires  begins  on  page  110. 
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Creative  Import  Financing  For  An 
Asian  Telecommunications  Company 


(We  Were  Their  Long  Distance  Connection) 

To  get  this  deal  off  the  ground,  we  engineered  a  unique  financing  structure 

that  matched  various  components  of  risk  with  appropriate  partners  around  the  globe. 

Recognizing  risk  is  easy.  It's  finding  solutions  that  requires  skill. 
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Bragging  rights 

One  year  ago  we  warned 
U.S.  rivals  that  German 
upstart  SAP  AG  had  edged 
out  Oracle  as  the  top 
provider  of  client/server 
software  designed  to 
manage  everything  from 
personnel  to  manufactur- 
ing. We  figured  the  firm 
was  poised  to  run  away 
with  this  fast-growing 
market  (July  4,  1994). 
sap  has  since  nearly  dou- 
bled its  share  of  the 
worldwide  market  to 
9.8%.  Oracle  is  a  distant 
second,  widi  2.6%,  says 
International  Data  Corp. 

Equally  impressive,  SAP 
now  counts  as  clients  78 
of  die  Forbes  500s  com- 
panies, including  Apple  ■■■■ 
Computer,  Dow 
Chemical  and  American 
Airlines.  Its  U.S.  market  penetration 
also  helped  push  up  SAP's  revenues 
66%  last  year  to  $1.2  billion. 

"He  who  best  fits  a  situation  gets 
the  biggest  chunk  of  the  cake,"  quips 
sap  Deputy  Chairman  Hasso  Plattner. 
"The  traditional  U.S.  competition  got 
caught  totally  wrong-footed." 
Plattner  and  three  other  cofounders 
have  indeed  earned  the  ultimate  brag- 
ging right:  All  four  this  year  join  our 
billionaires  list  (see  p.  201). 

-David  S.  Fondillfr 

Gone  flat 

Cott  Corp.  Chief  Executive  Gerry 
Fencer  boldly  predicted  three  years 
ago  that  his  soft  drink  firm's  sales 
would  soon  rise  nearly  tenfold  to 
Canadian  $1  billion  (May  25,  1992). 
FORBES  agreed  that  the  Toronto- 
based  outfit  had  a  bright  future  sell- 
ing private-label  sodas  like  President's 
Choice  and  Sam's  American  Choice, 
since  they  offer  retailers  higher  mar- 
gins than  Coke  and  Pepsi. 

Sure  enough,  Cott  reached  the  bil- 
lion-dollar-revenue mark  in  the  fiscal 
year  ended  in  January.  But  its  recipe 
for  growth  looks  like  mostly  empty 
calories.  Faced  with  severe  price  com- 
petition from  major  labels,  Cott's  net 
margins  fell  sharply  and  profits  actual- 
ly declined  last  year.  No  surprise  that 
after  a  sharp  runup,  Cott's  stock  has 
tumbled  nearly  66%  from  its 


SAP  founders  (from  top  right)  Dietmar  Hopp,  Hasso 
Plattner,  Klaus  Tschira  and  Hans-Werner  Hector 
The  company  has  made  each  a  billionaire. 


November  1993  high  to  a  recent  13. 

Cott's  counting  on  new  brands  to 
rebound,  including  Virgin  Cola, 
which  it  launched  late  last  year  in  the . 
U.K.  with  British  billionaire  Richard 
Branson  (see  p.  218). 

Wall  Street  isn't  holding  its  breath. 
"There's  more  downside  for  the  stocl 
than  upside,"  says  Josephthal,  Lyon 
&  Ross  beverage  analyst  Jennifer 
Solomon.  "Cott  may  be  profitable, 
but  they're  a  long  way  from  returning 
to  double-digit  earnings  growth." 

-Lisa  Sanders 

C'est  la  guerre 

When  we  visited  Henry  Racamier 
four  years  ago,  the  patriarch  of 
France's  Vuitton  family  had  revenge 
on  his  mind  after  losing  control  of 
luxury  goods  conglomerate  LVMH 
Moet  Hennessy  Louis  Vuitton  to 
Bernard  Arnault  (May  27,  1991). 
Racamier  began  positioning  recently 
acquired  Orcofi  as  a  rival  and  sold 
some  of  his  family's  LVMH  stock. 

Orcofi  has  proven  a  poor  vehicle 
for  vengeance.  Its  fashion  house, 
Lanvin,  has  consistently  lost  money 
since  Orcofi  and  L'Oreal  bought  it 
in  1990.  Orcofi  has  also  sold  off 
smaller  ventures,  including  gourmet 
food  maker  Hediard  and  boutique 
chain  Ines  de  la  Fressange. 

Orcofi,  which  merged  last  winter 
with  Vuitton  Investissement  Gestior- 
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DURWOOD  WILSON 

HAD  IT  ALL:  A  WONDERFUL  FAMILY, 

A  BEAUTIFUL  HOME  AND  A  SUCCESSFUL, 

GROWING  BUSINESS.  FORTUNATELY, 

HE  ALSO  HAD  GUARDIAN  DISABILITY 

INCOME  PROTECTION. 
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Co-Founder  Of  A  :%a 

I  Successful  Computer  Business      .':*<-< 

$     Richmond,  Virginia         \  " 
I  Of  The  Guardian  Fvamily  Since  1979 


"My  life  changed  forever  on  May  22,  1981.  Our  5-year  old 
computer  company  was  growing  at  a  phenomenal  rate. 
Then  I  had  a  stroke  and,  even  after  years  of  physical, 
occupational  and  speech  therapy,  I  can  never  work  in  the 
computer  industry  again. 

Today,  The  Guardian  Disability  Income  Protection  I  purchased 
when  we  started  our  company  accounts  for  all  of  my  family's 
income.  The  policy  guarantees  me  a  full  benefit  as  long  as 
my  disability  prevents  me  from  returning  to  my  regular 
occupation.  A  "Cost  of  Living"  feature  has  allowed  my 
benefits  to  almost  double  since  my  stroke.  And  "Disability 
Buyout  Protection"  enabled  my  partners  to  buy  out  my  stock 
at  a  fair  price  and  keep  the  company  going.  Thanks  to 
The  Guardian,  two  of  my  daughters  have  graduated  from 
college  and  my  third  daughter  just  started  college." 

One  Less  Worry 

Since  I860,  Guardian  policyowners  have  never  had  to  worry 
whether  The  Guardian  will  be  there  for  them.  The  Guardian 
is  one  of  the  strongest  financial  companies  in  America  and 
so  financially  secure  they  have  received  the  highest  ratings 
from  the  leading  independent  ratings  services  year  after 
year.  The  ratings  awarded  during  1994  were  "AAA"  from 
Standard  and  Poor's  and  Duff&  Phelps,  "Aaa"  from  Moody's 
and  "A++"  from  A.M.  Best* 

Take  some  advice  from  someone  who  knows  firsthand. 
The  Guardian  is  the  intelligent,  financially  strong  choice  for 
Disability  Income  Protection,  as  well  as  Life  Insurance,  Group 
Insurance,  Reinsurance,  Equity  Products  or  Group  Pensions.** 

Call  1-800-662-1006  now  and  discover  how  The  Guardian 
can  be  a  life,  and  family,  saver. 

w  TheGuardiair 

The  Intelligent  Choice 


i 


n 


18      6      0 


*  Financial  information  concerning  The  Guardian  Life  Insurance  Company  as  of  1 2/3 1  /94: 
Admitted  Assets  =  $9,871  billion;  Liabilities  =  $8,859  billion  (including  $6,796  billion  of 
Reserves);  and  Surplus  =  $1,012  billion. 

**  Equity  products  are  offered  through  Guardian  Investor  Services  Corporation®,  an 
indirect  wholly-owned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America. 
©I  995  The  Guardian  Life  Insurance  Company  of  America 
201  Park  Avenue  South,  New  York,  NY  10003 
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Extra  oxygen  injected  into  an  electric  arc 
furnace  converts  potential  carbon  monoxide 
emissions  into  extra  energy  instead. 
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PRAXAIR  Making  our  plarfc 


For     more     information     please     call     1-800-516-9265 
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Nitrogen-inerted  process  for  soldering 
circuit  boards  reduces  defects,  cuts  costs, 
eliminates  use  of  chlorofiuorocarbons. 
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■  JO]  J  POSITIVE 


WHEN  IT  COMES  TO  LONG  DISTANCE  SAVINGS, 
THERE'S  NO  QUESTION  ABOUT  IT 

1-800-888-8800 


Some  hotels  think 

"personal  service"  is  voice  mail. 

We  don't. 


LANCASTER 

HOUSTON 


For  reservations,  call  1-800-231-0336 
or  contact  your  travel  agent. 

,.-.■■ 

'  hotels  that  agree  with  us: 
The  Argyle,  LosTVngeles    The  Tremont,  Chicago 
The  Jefferson,  Washington',  D.C.     Inn  at  Great  Neck,  Long  Island 

Members  of  Small  Luxury  Hotels  of  the  World 
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Vuitton  family  patriarch  Henry  Racamier 
Full  of  revenge;  a  billionaire  barely. 


(vig),  is  even  losing  outside 
investors.  Elf  Aquitaine  and  Paribas 
have  sold  off  some  of  their  holdings 
leaving  the  Vuitton  family  with  mor 
than  70%  of  Orcofi,  whose  share- 
holders equity  has  fallen  30%  since 
late  1993,  to  below  $600  million 
recendy. 

And  what  of  Monsieur  Racamier, 
now  83?  His  family's  stake  in  lvmh 
appears  to  have  dwindled  from 
17.4%  to  less  than  2%  as  he  has 
poured  cash  into  Orcofi,  leaving  jus 
enough  wealth  to  keep  the  Vuitton 
clan  on  our  billionaires  list  (see  p. 
204).  -Terzah  Ewin<, 

Hollywood's 

starving  artists 

Scores  of  media  rivals  picked  up 
our  Forrest  Gump  story  last  month 
{June  5)  showing  how  Paramount's 
creative  accounting  rendered  the 
$657  million  (box  office  receipts) 
blockbuster  a  moneyloser,  gypping 
creator  Winston  Groom  out  of  a  cut 
of  the  profits.  Paramount  quickly  pa 
Groom  $250,000  as  an  "advance 
against  royalties"  and  bought  his 
sequel,  due  out  next  month,  for  wh$ 
Groom  says  is  a  "seven-figure  sum." 

Groom  may  now  be  happy,  but 
insiders  say  Hollywood  writers  are  ; 
deluded  as  ever  in  believing  that 
when  studios  promise  them  a  cut  o 
profits,  it  means  a  cut  of  profits. 
Instead,  the  practice  of  paying  writ 
ers  after  deducting  millions  in  bogi 
expenses  is  as  strong  as  ever. 

"You  can  explain  a  hundred  tim<    J 
that  a  writer  is  getting  [a  percentag 
of]  gross  [profits]  after  net,  but  tht 
just  don't  get  it,"  says  entertainme 
attorney  William  Sobel. 

-Marla  Matzer  I 
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A  Existing  Mine 


New  Guinea  Mineral  Trend 


Sometimes  the  best  way  to  set  a  trend  is 
ollow  one. 

Our  enlarged  7.3-miIlion-acre  contract 
vork  area  in  Indonesia  sits  squarely  on 
with  the  New  Guinea  Mineral  Trend — 
rend  that  has  already  yielded  massive 
Is  and  provided  Freeport-McMoRan 

in  i  the  largest  single  gold  reserve  and  one 
largest  copper  reserves  of  any  mine 

thflde  world. 
What's  more,  we  are  increasing  mill 
)ughput   from   72,500   to    115,000 
ric  tons  of  ore  per  day.  Yet  even  at  this 


Changes  In  Reserve  Position  1986  To  1994 
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increased  rate,  our  reserves  will  last  more 
than  25  years. 


Through  our  exploration  successes  and 
timely  increases  in  production  capacity,  we 
are  providing  substantial  rewards  for  our 
shareholders. 

We  invite  you  to  learn  more  about 
Freeport-McMoRan  Copper  &  Gold  and 
how  we  are  managing  our  success. 


Freeport-McMoRan 
Copper  &  Gold 

A  Natural  Leader" 


\  copy  of  our  Annual  Report,  call  1-800-429-2008  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-3,  P.O.  Box  611 19,  New  Orleans,  LA  70161. 
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Musical  chairs 

Time  Warner  boss  Gerald  Levin 
has  a  nasty  problem  in  his  all-impor- 
tant music  division.  He  had  to  fire 
the  division's  boss,  Robert  Morgado, 
dispatching  one  of  his  top  lieuten- 
ants, hbo  head  Michael  Fuchs,  to  take 
the  job.  Fuchs  then  ousted  Warner 
Music  U.S.  Group  Chief  Executive 
Doug  Morris. 

Who  will  get  Morris1  old  job? 
Fuchs  has  it  for  now,  but  some  indus- 
try insiders  are  betting  that  Fuchs 


will  give  it  to  Danny  Goldberg,  45,  a 
onetime  music  journalist  who  later 
became  manager  of  the  grunge-rock 
band  Nirvana.  If  Goldberg  gets 
Morris'  job,  then  he'll  report  to 
Fuchs,  who  is  chairman  of  Warner 
Music  Group. 

Morris  looks  like  he'll  land  on  his 
feet.  He's  a  front-runner  to  take  the 
top  spot  at  the  new  record  label  that 
Viacom  Inc.'s  Sumner  Redstone 
recently  announced  Viacom  will 
create. 

-Peter  Newcomb 


Time  Warner's  Gerald  Levin 

Musical  chairs  in  his  all-important  music  division. 


Sticking  to  knitting 

Traders  on  the  Shanghai 
Stock  Exchange  have  been  or- 
dered by  the  exchange's  au- 
thorities to  stop  drinking  and 
smoking  on  the  trading  floors. 
Crapshooting,  too,  has  been  out- 
lawed. They  have  also  been  or- 
dered to  leave  their  knitting  nee- 
dles at  home:  On  slow  trading 
days  the  boys  often  kept  them- 
selves busy  knitting  sweaters. 
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Big  McMuttons 

Like  many  other  multinational 
consumer  products  companies, 
McDonald's  is  planning  a  leap  into 
India,  land  of  the  sacred  cow.  Man 
agement  expects  to  open  restau- 
rants in  Delhi  and  Bombay  by  1996 
"We're  looking  at  serving  mutton 
patties,"  says  Ann  Connolly,  a 
McDonald's  spokeswoman. 

Seeking  to  get  her  name  back  in 
the  papers,  Maneka  Gandhi,  the  lat( 
Indira  Gandhi's  daughter-in-law,  isJ  tow. 
against  even  mutton  patties  a  la 
McDonald's.  Her  beef:  Junk  food, 
she  asserts,  is  unhealthy. 
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Growth  market? 

It  looks  like  U.S.  underwear  man 
ufacturers  have  overlooked  a  poten 
tial  growth  market.  According  to  a 
survey  of  1 ,000  adult  Brits  conduct* 
by  London-based  Survey  Research 
Associates,  one  in  ten  British  men 


The  Lotus  position 

A  LOT  OF  risk  arbitragers  lost  big 
when  Microsoft  called  off  its  acquisi- 
tion of  Intuit  in  May.  One  who 
didn't  was  Richard  Schneider,  man- 
aging director  of  Manhattan-based 
equity  arbitrage  firm  Highbridge 
Capital  Management,  Inc.  "The 
best  way  to  play  the  Microsoft  deal 
was  to  stay  out,"  he  says.  "Too 
much  risk,  too  much  uncertainty." 

By  staying  out  of  this  one, 
Schneider  was  liquid  for  what  he  saw 
as  a  much  better  opportunity  in 
IBM/Lotus.  "No  land  mines  there," 
he  says.  "High-quality  buyer,  hostile  bid 
when  the  acquiree  had  I  isically  no 
defenses.  The  deal  was  (in    financed  and 
die  Louis  board  was  remo\  lble  via  a 
written  consent  procedure.  What  more 


li 


can  a  guy  ask  for?" 

Soon  as  IBM's  offer  was  on  the  ta- 
ble, Schneider  loaded  up  on  Lotus  stock 
in  the  high  50s  and  subsequently 
sold  July  $65  calls — betting  diat 
IBM  would  acquire  LoUis,  al- 
beit at  a  price  above  the  initial 
offer  of  $60  a  share. 
Schneider  won  big:  At 
the  final  price  of  $64 
he  profited  both  on 
his  stock  and  on 
selling  die  calls. 


Witt 


fa  tec 
I  Pan 


n  .r 


q-q' 


ifi  ill 


t< 


■vears  the  same  underpants  two  or 
ihree  days  running.  One  in  a  hundred 
.vears  the  same  pair  all  week.  Half 
che  women  polled  said  they  kept 
wearing  underwear  after  it  went 
5ray  with  age. 

There  may  be  a  good  market 
here  for  shower  curtains,  too.  One  in 
ix  women  and  one  in  four  British 
nales  confessed  that  they  typically  go 
latlhree  days  without  a  bath  or 
hower. 
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light  move? 

ORMER  U.S.  Ambassador  to  Japan 
vlichael  Armacost  is  taking  over  as 
hief  of  the  Brookings  Institution, 
he  think  tank  once  associated  with 
beral  economics  and  the  Demo- 
ratic  Party  but  more  recendy  trying 
]uctjo  position  itself  as  middle-of-the- 
oad.  Unlike  many  of  Brookings'  for- 
her  leaders,  Armacost  is  not  a  Dem- 
»crat;  he  served  in  the  Nixon  Admin- 
itration  and  was  appointed  U.S. 
mbassador  to  Japan  by  George  Bush, 
ipparently  the  folks  at  Brookings 
ave  decided  not  to  ignore  the  elec- 
on  returns.  ■■ 


to  a 


% 

W  rookings'  new  chief,  Michael  Armacost 

>ok  what  the  political  tide  brought  in. 
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WHERE     IDEAS     GO     FAR 


Only  Olympus 

derates 
Microcassette" 


OLYMPUS 


recording  to  the 
way  you  lire. 

;„„. 

.mm 

work,  and  think. 

RECl 

To  an  earphone 

made  almost 
weightless. 
claying  )  <esterday  's 
meeting 

stop] 

PLAY 

urn 

on  today  s 
flight          * 

i   FF 
•  HE  A 

borne. 

Or  to  a 

Pearlcorder  L400 

MICPOC*SS«TTE  RECOAOCR 

microphone 

that's  smaller  than 

a  cuff  link,  yet 

hears  a  voice  from 

across  the  room. 

So  consider  the 
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Call  us  for  more  inlor 


OLYMPUS 


-221-3000.  Or  write  Olympus  America  Inc..  Depl.  P-1 


American 

Premier 

Group  Inc. 

has  changed  its  name  to 


American  Financial 
Croup,  Inc. 


Property  and 

Casualty  Insurance 

and  Annuity  Specialists 


NYSE: 
"AFG" 


Corporate  Offices: 

One  East  Fourth  Street 

Cincinnati,  Ohio  45202 

513-579-2121 


SOUNDS  SO  REAL,  PEOPLE  WILL  ASK. 


"Are  You 

Really 

Talking  on  a 

Speakerphone?" 


READERS  SAY 


There's  simply 
NO  comparing  the 
SoundStation  with 
other  Speakerphones! 
Your  conference  calls 
will  he  so  clear,  crisp  and  effortless, 
people  won't  believe  you're  talking  on  a 
Speakerphone! 

Our  exclusive  technology  electronically 
removes  echoes-using  three  sensitive  micro- 
phones and  a  powerful  omnidirectional 
speaker-so  you'll  never  have  to  raise  your 
voice  or  strain  to 
hear 


Once  you  own  a 
SoundStation, 
{    you'll  never 
want  to  give 
it  back,  but  if 
for  any  reason 
you  change  your  mind  we'll  take  it  back  within  30 
days,  NO  QUESTIONS  ASKED!  We  also  give  you  and 
your  staff  FULL  TECHNICAL  SUPPORT,  as  dose  as 
your  nearest  phone. 

ORDER  SOUNDSTATION  TODAY! 


(800)  64 -AUDIO 


QTY. 


ITEM 

SoundSlation 
SoundStation  EX 


Please  add  $9.00 
Shipping  &  Handling. 
California  Residents 
add  8'-%  sales  tax 


Subtotal 

S&H 

CA  Sales  Tax 


PRICE  EACH 
$995.00 


$1595.00 


Total 


company  name 


city 


zip 


telephone 


««n  00»  -r-T.  Check 

□      ^M        □      ©*      D       y^       □  Enclosed 
OR  FAX  YOUR  COMPANY  CC  #  or  P  .0  I  TO:  (818)  585-8180 


1 


signature 


e,      lata 


Please  Call  lor  International  Pricing  i  Shipping  (i  IB)  799-2000 

$&  POLYCOM* 


408  S.  Pasadena  Avenue 
Suite  1,  Dept.  FRB 
Pasadena,  CA  91105 


COMPATIBLE  IN  50  COUNTRIES  WORLDWIDE 


Angry  doctors 


Sir:  Re  "The  sky  isn't  falling"  (June 
5).  The  HMOs  are  vulnerable.  Growth 
rates  of  87%,  as  attributed  to  Oxford, 
are  not  sustainable.  Many  HMOs  pay 
only  70  cents  out  of  each  premium 
dollar  for  medical  care.  Besides  cover- 
ing administrative  expenses,  the  other 
30%  goes  to  pay  exorbitant  CEO  sala- 
ries and  to  satisfy  Wall  Street. 

HMOs  provide  no  added  value  to 
medical  care.  Physicians  feel  that  they 
are  being  treated  more  like  inden- 
tured servants  than  professionals. 
Eventually  health  care  providers  will 
learn  the  lessons  of  Sam  Walton.  They 
will  learn  to  eliminate  the  middleman, 
i.e.  the  hmos,  and  to  deal  directly  with 
the  payers. 

-Ernest  E.  Kundert,  M.D. 
Castro  Valley,  Calif. 

Taking  responsibility 

SIR:  Re  "Votes  today,  taxes  tomor- 
row" (June  5).  When  I  took  office  in 
1989  we  inherited  a  Teachers'  Retire- 
ment System  (TRS)  that  was  signifi- 
cantly underfunded  like  mam'  cited  in 
your  article.  However,  working  with 
the  West  Virginia  Legislature,  we 
have  made  great  strides  over  the  last 
seven  years  in  restoring  the  fiscal  in- 
tegrity of  our  Teachers'  Retirement 
System.  We  have  in  place  a  plan  to 
eliminate  the  unfunded  liability  over 
the  next  40  years. 
-Gaston  Caperton 
Governor 

State  of  West  Virginia 
Charleston,  W.Va. 

Out  of  school, 
out  of  work 

Sill:  Re  "Bait  and  switch  in  academe" 
(June  5).  I  squandered  a  great  deal  of 
time  and  money  at  Eastern  Michigan 
University  for  a  degree  that  proved  far 
less  important  than  real -world  work 
experience.  To  quote  the  CompSci 
department  head:  "We  teach  you 
how  to  be  computer  scientists,  not 
how  to  get  a  job!" 

I  even  had  employers  tell  me  that 
they  can't  distinguish  between  Uni- 
versity of  Michigan  graduates  (at 
twice  the  tuition  rate )  and  EMU  gradu- 
ates— a  sure  sign  that  academia  is  out 
of  touch  with  reality.  Accreditation 
and  debt  be  damned;  I'd  have  paid 


good  money  to  go  to  Mr.  Londor 
ideal  college. 
-Brian  Stretch 
Saline,  Mich. 

Sir:  I  generally  agree  with  Herbe 
London's  assessment  of  U.S.  univc 
sities.  I  would  like  to  point  out  at  lej 
one  place  where  his  ideas  continue 
be  in  practice:  an  institution  whe 
"teaching,  learning  and  study  cons 
tute  the  faculty-student  equation 
where  virtually  no  research  is  co 
ducted  by  the  faculty,  which  is  elit 
(in  academic  qualifications),  whe 
grades  mean  what  they  say  they  d 
which  has  virtually  no  tenured  facull 
This  institution  is  disciplined  by  tl 
age-old  realities  of  national  confli 
and  war:  the  U.S.  Military  Academy 
West  Point. 
-Brendan  T.  Miles 
Repulse  Bay,  Hong  Kong 
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From  trash  to  Gump 

Sir:  Re  "Now  you  see  it,  now  y 
don't"  (June  5).  After  seeing  Forn  " 
Gump  at  the  theater,  and,  of  coura 
buying  the  video,   I   read  Winstn 
Groom's  novel.  The  novel  is  absolu 
trash.  How  screenwriter  Eric  Ro, 
saw     his     brilliant     screenplay 
Groom's  literary  mess  is  beyond  n   | 
If  anyone  has  a  right  to  compk 
about  Paramount's  accounting,  i1  lu 
Eric  Roth.  The  $250,000  Paramou 
is  offering  Groom  is  much  more  th 
he  deserves. 
-Edward  L.  Ciccone 
Corpus  Christi,  Tex. 
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Winston  Groom 

Getting  overpaid  for  Gump? 
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Mind  versus  fist? 

Sir:  Re  "Boxiana'1  (May  22).  I  was 
unaware  that  "Modern  intellectuals 
shared  a  distaste  for  the  manly  art  of 
self-defense."  So  I  polled  some  of  the 
intellectuals  that  I  know  to  see  if  they 
did  not  like  boxing. 

I  called  Pete  Hamill,  who  used  to 

watch  me  fight  main  events  in  Madi- 

|Json  Square  Garden,  and  he  still  likes 

it.  Dick  Schaap,  my  editor  at  Sport 

magazine,  laughed. 

The  last  call,  a  token  formality,  was 

;o  Dr.  Harold  "Hackle"  Reitman.  He 

s  an  orthopedic  surgeon  in  south 

d,  Florida  and  a  de  facto  "lover"  of  the 

jpiport  because,  at  age  38,  he  became  a 

! •(}  Professional  boxer.  I  was  unable  to 

•each  Joyce  Carol  Oates  but,  from  her 

x>ok,  On  boxing,  it  would  be  fair  to 

;ay  that  she,  too,  is  on  the  yea  side  of 

he  aisle. 

-Randy  Neumann 
lifton,  N.J. 
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Older  and  fitter 


clinl>lR:  Re  "Sagging"   (June  19).  You 

vere   correct   that   the   number   of 

lealth    clubs    has    decreased    from 

3,000  in  the  late  1980s  to  12,000  at 

•resent. 

However,  health  club  membership 
J/as  13.8  million  in  1987  and  has 
i;rown  by  45%.  The  older  generations 
Recount  for  the  lion's  share  of  the 
jxpansion:  From  1987  to  1994,  the 
ptal  of  health  club  members  aged  35  - 
4  increased  by  64%;  55-and-over 
;rew  by  70%. 
Cathy  McNeil 
director  of  Public  Relations 

ternational  Health,  Racquet 

&  Sportsclub  Association 
oston,  Mass. 


R:  Re  your  article  on  the  Sports 
lub  Co.  Our  1993  pro  forma  net 
come  after  tax  was  $2,863,000  on 
venues  of  $38,164,000  (a  7.5%  af- 
rtax  return),  not  $2,863  as  report- 
Pro  forma  net  income  for  1994,  as 
ported  in  The   Companv's  Form 
-K    filed    Mar.    30,    1995,    was 
,653,000.  Also,  please  note  that 
r.  Marvin  Davis  is  not  a  Sports  Club 
o.  insider. 
ohn  M.  Gibbons 
xecutive  Vice  President 
loe  Sports  Club  Co. 
%  Angeles,  Calif. 
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FACE  TO  FACE 

This  morning,  out  across  America,  tens  of  thousands 

of  aircraft  operated  by  thousands  of  companies  will 

roll  down  runways  or  lift  off  from  heliports  in  the 

pursuit  of  profit. 

Every  year,  they  fly  millions  of  their  employees  and 
customers  to  thousands  of  sites  -  safely,  on  their  own 

schedules,  in  an  office  environment,  out  of  earshot 
and  view  of  the  competition,  improving  productivity 

and  sales,  increasing  shareholder  value  and  saving 
time  and  money  or  so  say  the  passengers. 

We'd  like  to  send  you  a  few  of  their  stories.  For  a  free 

copy  of  our  new  brochure,  or  for  more  information 

about  the  value  of  business  aircraft,  please  call: 

(800)  9-AVIATE 


A  joint  program  of  the  National  Business  Aircraft  Association 
and  the  General  Aviation  Manufacturers  Association. 


Improve  Your 
Investing  Skills 


With  a  Time 

Proven  Approach 

to  Stock  Investing! 

Investing  in  the  stock  of  well 

managed,  growing  American 

companies  can  help  your  financial 

future.  Learn  how  individuals  have 

become  successful  investors  in 

American  businesses. 

For  a  free  brochure  on  "Becoming  a 

Shareowner  and  the  Advantages  of 

Investing  in  Stock"  write: 

OYSA  -  P.O.  Box  220 

Royal  Oak,  MI,  48068 

Or  Call:  (810)  583-NAIC,  ext.  22 


LEARN  CHESS! 

I  With  Grandmaster 

|         Lev  Alburt,  three-time 

U.S.  Chess  Champion, 

as  Your  Personal  Instructor 

Author  of  the  No.  1- 
selling,  self-study  text, 
Comprehensive  Chess 
Course,  Lev  offers  you  flexible  ways  to 
improve  your  game: 

•  Receive  lessons  by  phone,  mail  or  in- 
person.  All  ages  and  levels  of  experience 
welcomed. 

•  Improve  quickly  and  steadily.  Your  val- 
uable time  is  used  to  maximum  benefit. 

•  Learn  chess  now!  States  Bear,  Stearns 
President-CEO  Jimmy  Cayne,  Lev's  chess 
sparring  partner:  "The  strategy  of  chess 
can  teach  a  lot  about  the  strategy  of 
business." 

HOW  TO  GET  STARTED: 

For  further  information  about  lessons  or 
to  order  a  copy  of 
Comprehensive  Chess 
Course,  write  to: 

Lev  Alburt 

P.O.  Box  534, 

Gracie  Station, 

New  York,  N.Y. 

10028 

or  call 

(212)  794-8706 


Y  O  LJ  '   V  E     B  U  I  EE     O  ZV  E 

OF     E  EL  E     \*S  O  R  E  E>  '  S      PREMIER 

EEEECOM1VL  U  ZV  I  C  AT  I  O  ZV  S 

ZV  E  E  \*S  O  R  K  S. 

W  EI  E  R  E     E>  O     Y  O  U     GO 
FROM      E  EL  E  RE  ? 


E  O      E  EL  E     A  L  R  F>  O  RE . 

One  of  the  nation's  busiest  and  most  complex  airports  needed  to  make  more  efficient  use 
of  its  terminals.  And  BellSouth  came  through  with  vital  solutions  in  record  time. 

Using  our  powerful  Advanced  Intelligent  Networking  facilities,  we  were  able  to  provide 
unique,  customized  ■ways  for  airlines  to  share  flight  gates,  computers  and  telephones.  So,  whether 
you're  a  major  business  in  the  Southeast  or  a  cellular  customer  in  Honolulu,  we  can  put  you  in 
the  forefront  of  communications. 

For  more  information,  call  your  BellSouth  representative  or  1-800-726-BELL. 
KEEPING         Y    O     U        A.    M     E    A.     D         OF         X    EI    E         GAM     E.iu 
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1995   BellSouth  Co 


I  lift! 


With  all  thy  getting  get  understanding" 

Fact  and  Comment 


»y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


STUCK  IN  THE  MUD 


Economic  Recovery  Is  Stalling  in  Europe 

Strong  Currencies  and  High  Rates  Throw  Wrench  Into  Expansion  Plans 


/estern  Europe's  anemic  recovery  from  its  1990-93  reces- 

on  is  running  out  of  gas.  Growth  is  slowing.  Unemploy- 

lent  remains  stubbornly  high.  Policymakers  are  bewildered. 

They  shouldn't  be.  Europe's  woes  are  not  cyclical  but 

ructural.  There's  no  secret  as  to  what's  blocking  Europe's 

onomic  arteries:  excessive  taxes,  job-killing  labor  laws, 

strictive  regulations,  tight  money  and  lavish  entitlements 

lat     often     undermine 

cipients'  work  ethics. 

Payroll  taxes,   a  direct 

lrden  on  hiring  people, 

e  50%  to  100%  higher 

an    our    own.     Every 

ember  of  the  European  Union  must  impose  a  value - 
tded  tax  of  15%,  which  makes  the  area  exceedingly  expen- 
Income  taxes  are  oppressive.  Germany,  supposedly 
e  region's  locomotive,  now  has  the  highest  personal  in- 
line tax  rates  in  the  industrial  world,  approaching  60%. 
European  states  make  it  exceedingly  difficult  to  lay  off 
brkers.  Not  surprisingly,  employers  are  reluctant  to 
[ing  on  new  people.  Other  labor  restrictions  put 
irope  at  a  competitive  disadvantage.  France,  for  exam- 
p,  forbids  most  manufacturers  from  operating  on  week- 
ds.  Germany  mandates  that  workers  receive  a  mini- 
um of  four  weeks'  vacation,  plus  an  array  of  holidays. 


Germany's  deflationary  monetary  policy  adds  to  the 
problems.  The  EU  wants  to  create  a  single  currency  be- 
fore the  end  of  the  decade.  To  achieve  this,  most  EU  coun- 
tries tie  their  money  to  the  deutsche  mark.  But  the  Bun- 
desbank has  been  overly  tight,  making  Europe  suffer  very 
stiff  real  rates  of  interest,  which  hurt  economic  activity. 

Single-currency  advocates  have  yet  to  answer  the  most 

basic    question:   What   is 


-International  Herald  Tribune 


the  compass  for  monetary 

policy?    In   other  words, 

how  does  a  central  bank 

know  in  a  timely  manner 

whether  it  is  printing  too 

much,  too  little  or  the  right  amount  of  money?  Until 

that  question  is  effectively  answered,  Western  Europe 

will  lurch  from  one  monetary  crisis  to  another. 

Hurting  the  region  further  is  the  EU  rule  that  govern- 
ments must  reduce  their  deficits  to  3%  of  their  GDPs.  Poli- 
ticians are  responding  by  raising  taxes,  continuing  the 
vicious  cycle  of  less  growth,  less  revenue — and  more  red  ink. 
Britain,  France,  Germany  and  others  must  break  these 
shackles.  They  could  start  by  enacting  Reaganesque 
income  tax  cuts,  which  would  get  their  economies  mov- 
ing again,  thereby  providing  an  atmosphere  where  other, 
more  difficult  reforms  could  be  realistically  considered. 


SAVING  OUR  SCHOOLS 


thtf 


iE  anti-education,  to-heck-with-the-kids  National  Ed- 
ition Association  is  blocking  meaningful  school  choice 
oposals.   It  recently  derailed,  in  Pennsylvania's  lower 
use,  Governor  Tom  Ridge's  substantive  school  reform 
agram  for  fear  that  the  plan  would  undercut  the  union's 
)nopolistic,  bureaucratic  stranglehold  on  the  Keystone 
ite's  public  school  system.  Merri- 
ly, however,  the  tide  is  turning. 
Michigan's    reforming    governor, 
tin  Engler,  is  already  demonstrating 
positive  impact  of  charter  schools, 
iere  parents  and  community  lead- 
are  allowed  to  design  and  operate 
»ools  free  of  most  state  education 
es  and  regulations.  Over  30  have 
:n  created;  hundreds  more  are  on 
drawing    boards.    These    new 
ools  will  turn  in  vastly  better  per- 
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Governors  John  Engler  and  Tom  Ridge:  Dy- 
namic doers  who  are  trying  to  better  schools. 


formances  than  their  bureaucracy-bound  brethren. 

Governor  Ridge  is  pledging  to  fight  the  school-choice 
battle  again.  He  needs  to  change  only  a  handful  of  votes 
to  win.  His  plan,  in  fact,  is  a  model  for  other  pro-educa- 
tion governors.  It  will  start  giving  families  the  means  to 
place  their  children  in  schools  of  their  own  choice,  be 
they  public,  private  or  parochial. 

When  the  plan  is  fully  implemented 
(over  six  years),  parents  who  wish  to 
send  a  child  to  a  school  outside  their 
district  will  receive  an  "educational 
opportunity  grant"  of  up  to  $1,000, 
as  well  as  the  greater  amount  of  the 
per  pupil  state  aid  of  their  district  or 
of  the  new  district.  Parents  will  be  li- 
able for  only  one-third  of  any  remain- 
ing tuition.  Parents  who  make  more 
than  the  taxable  income  limit  (ulti- 
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mately,  $70,000  a  year)  won't  receive  the  grant  but  will 
get  the  per  pupil  state  subsidy.  Students  going  to  nonpub- 
lic schools  will  still  be  eligible  for  the  grant.  (The  Governor 
is  also  pushing  for  the  creation  of  charter  schools.) 


The  Ridge  plan  could  truly  bust  the  public  educatic 
monopoly  and  make  schools  again  what  they  one 
were — vibrant,  effective  institutions  responsive  to  tl 
values  and  concerns  of  local  parents. 


RIGHT  PRICING  Rx 


Growing  numbers  of  both  independent  and  chain  phar- 
macies are  complaining  that  they  are  suffering  pricing 
malpractice  when  it  comes  to  wholesale  purchases  from 
drugmakers.  Even  though  drugstores  buy  comparable  or 
larger  volumes,  they  must  pay  significantly  more  for  their 
wares  than  many  major  HMOs  do. 

Pharmacists  have  a  point.  HMOs  can  extract  significant 
discounts  by  promising  manufacturers  exclusivity  on  their 
lists  of  permitted  prescriptions,  thereby  keeping  out  like 
drugs  of  competitors,  but  drugstores  are  obliged  to  carry 
virtually  all  the  medicines  that  local  doctors  might  prescribe. 

Pharmacies,  which  are  already  reeling  from  the  grow- 
ing clout  of  mail-order  houses,  face  another  hurdle — a 
1938  amendment  to  a  federal  law  requiring  manufactur- 
ers to  set  uniform  prices  that  allows  exemptions,  ostensi- 
bly for  charitable  organizations  such  as  hospitals.  The 
exemptions,  however,  have  been  interpreted  to  include 


HMOs,  mail-order  companies  and  nursing  homes. 

The  solution  is  twofold:  Scrap  that  ancient  law  and  alio 
drugmakers  to  provide  discounts  to  any  large  buyer,  indue 
ing  pharmacy  chains  and  cooperatives.  In  addition,  Coi 
gress  should  pass  legislation  establishing  medical  savinj 
accounts,  which  would  empower  100  million  consumers 
the  health  care  marketplace.  Currently,  companies  get  i 
buy  health  insurance  with  pretax  dollars;  individuals  mu 
pay  with  aftertax  dollars.  Medical  savings  accounts  cou 
receive  tax-free  contributions  from  employers,  employe' 
or  both.  Money  not  used  for  health  insurance  premiums  < 
for  routine  medical  expenses  would  remain  the  property  i 
the  individual  and  grow  tax-free.  Individuals  could  thus  bi 
insurance  fitting  their  particular  needs,  instead  of  having  i 
accept  the  one-size-fits-all  policies  most  employers  offer. 

People  would  have  genuine  choice  instead  of  beir 
effectively  forced  into  some  sort  of  managed  care  syster 


HERO  OF  WESTERN  CIVILIZATION 

Outgoing   AFL-CIO   President   Lane    Kirkland   will     Walesa  and  his  movement  would  not  have  survived, 
have  a  major  place  in  history  for  his  extraordinary  role  in  Kirkland  knew  the  importance  of  Poland  and  nev 


undermining  Soviet  communism. 

The  peaceable  collapse  of  commu- 
nism in  Poland  during  the  1980s  set 
off  the  dominoes  that  ultimately 
brought  down  the  Berlin  Wall.  Two 
years  later  the  Soviet  Union  fell 
apart.  The  Cold  War  was  won. 

Moscow  had  long  recognized  that 
Poland  was  the  core  of  its  Eastern 
European  Empire.  The  1980  rise  of 
Solidarity,  a  genuine  mass  movement, 
thus   posed   a    mortal    threat.    The 
Soviets  and  their  Polish  collaborators 
cracked  down  in  1981.  Solidarity  sur- 
vived the  bleak,  martial  law  years  that  followed  because  of 
significant  underground  assistance  from  the  AFL-CIO, 
which  smuggled  in  personnel,  money,  printing  presses, 
radio  equipment  and  computers.  If  not  for  this  aid,  Lech 
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Lane  Kirkland  and  Lech  Walesa: 

Historically  effective  freedom  fighters 


wavered  in  his  conviction  that  Solida. 
ity  had  to  be  helped  in  every  possib 
way.  Unlike  many  overseas  unionist* 
Kirkland  and  most  of  his  Ameria 
peers  were  hard-core  anticommu 
nists,  never  forgetting  that  commn 
nism  was  a  deadly  threat  to  freedon 
Even  when  being  overtly  anticomm 
nist  was  unfashionable  in  the  afte 
math  of  the  Vietnam  War,  Kirklai 
and  his  colleagues  kept  the  faith. 

Communism  and  its  malignant  on 

spring,  Nazism  and  Fascism,  broug: 

in  their  wake  the  destruction  of  cour 

less  millions  of  lives  and  nearly  destroyed  Western  civiliz 

tion  with  what  Winston  Churchill  called  "a  new  Dark  Age 

Kirkland  is  one  of  those  giants  who  helped  destroy  tr 

epochal  peril. 


VALUABLE  BOOK  ON  VALUES 


Beyond  Blame — by  Armstrong  Williams  (The  Free  Press, 
$18).  Remarkable  series  of  letters  written  by  the  influential 
newspaper-radio  pundit  Armstrong  Williams  to  a  onetime 
street   hustler  who   had   asked   him   for   help. 
Williams'  down-to-earth  advice  and  reflections  are 
si  vtling  at  first,  because  rarely  are  such  topics  as 
inner-city  crime,  out-of-wedlock  births,  absent 
fathers  and  other  facets  of  personal  responsibility 
treated  so  straightforwardly  and  comincingly.  As  I 
wrote  in  a  wee  foreword,  "Much  has  been  and  will 
be  made  ot the  fact  that  Williams  is  a  'Black  con- 
servative,' as  ti  he  were  some  kind  of  rare,  exotic 
species,  wondrous  to  b  hold.  Actually,  as  this  book 
confirms,  Williams  is  part  and  parcel  of  the  unique - 
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ly  American  tradition  of  self-irnprovement  and  renewal." 
Excerpt:  /  was  disheartened  by  the  way  you  defined  what 
means  to  be  a  good  father.  Tou  proudly  boasted  that  you  wt 
able  to  "provide"  for  your  children  when  you  wt 
dealing  drugs.  If  money  were  all  they  needed,  t 
welfare  office  would  be  a  far  better  and  mu 
more  reliable  father  than  you  have  ever  been.  Iti 
time  you  recognized  that  your  daughters  need* 
father,  not  a  checkbook.  Tour  views  about  fatht 
hood  are  nothing  more  than  an  exaggerated  vi 
sion  of  the  popular  culture  mythology.  We  live  in 
culture  that  condemns  men  who  do  not  pay  chi 
support  but  says  nothing  to  men  who  divorce  tht 
wives  and  abandon  their  children.  ■ 

Forbes  ■  July  17,  19V, 


Acr  Lingus  >)■  Air  New  Zealand  +  Alitalia  +  American  Airlines  »>-  Austrian  Airlines  <r  British  Airways 


^/yo  annual  fees 
or  per  card  charges. 

Now  that's  what     I 
we  call  a  departure.  I 


Of  course,  those  are  just  two  of  the  reasons  you'll  cut  costs  with  the  Air  Travel  Card. 
There's  also  the  fact  that  you'll  get  one  concise  centralized  billing  statement  with 
comprehensive  data,  saving  you  money  and  time  during  reconciliation.  And  you'll  get 
no-cost  automatic  travel  insurance.  For  more  information,  call  1-800-222-4688  or  call 
your  travel  agent. 


-f    Lufthansa    -f    Kuwait 


KLM    Royal    Dutch    Airlines 


Cooked  up  in  America  since  1855. 


Handcrafted  in  America  since  1 


Pedaled  in  America  since  1865. 


Played  in  America  since  1845 


Four  out  of  five  Accords  sold  in  America  are  manufactured  here.  By  people  and  for  people 
aim  high.  And  it  starts  with  the  little  things.  Like  a  zinc  phosphate  bath  before  painting,  which 
fight  rust  and  corrosion.  Extra  thick  sheet  metal,  for  a  strong  body  that  won't  give  in  easily  to 
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Performed  in  America  since  1909. 


Manufactured  in  America  since  1982. 


And  layers  of  sound-dampening  materials,  to  keep  your 
^  ice  and  quiet.  What  it  all  adds  up  to  is  the  Accord.  An    _ 
:nt  example  of  American  quality  for  the  past  twelve  years.  ioE3EIE3E]E3  A  \Jd&  Ahead 


The  Accord  .Sedan 


Other  Comments 


Femme  Fatale 

A  PRETTY  WOMAN  WITH  A  GUN  makes 

a  man  nervous.  At  the  White  House 
Correspondents  dinner,  a  female  FBI 
agent  opened  her  purse  for  the  Secret 
Service  detail,  revealing  her  revolver, 
badge,  and  credentials.  In  her  black 
lace  dress,  her  blonde  hair  swept  up, 
the  agent  said,  "I'm  on  call  for  the 
Oklahoma  bombing."  Handing  back 
her  gun,  the  Secret  Service  man 
asked,  "Do  you  really  know  how  to 
use  this  thing?"  She  smiled  and  said 
she  would  be  happy  to  meet  him 
Monday  on  the  firing  range. 
-  The  Washington  ia  n 

Accept  the  Responsibility 

Senator  Bob  Dole  says  liberals  in 
Hollywood  and  the  recording  industry 
are  at  least  partly  responsible  for  the 
social  horrors  everyone  deplores.  The 
fact  is,  Hollywood  isn't  destroying  us. 

Liberals  and  conservatives  want  the 
quick  fix.  Liberals  turn  to  government 
to  repair  all  social  ills,  allowing  those 
who  claim  concern  for  the  poor  to  es- 
cape their  responsibility  by  appealing  to 
the  state.  Conservatives  also  increasing- 
ly turn  to  government,  believing  that 
all  social  ills,  from  abortion  to  bad  lan- 
guage, can  be  fixed  by  legislation  and 
having  the  "right"  President  in  office. 

Rather  than  disciplining  ourselves 
and  our  children,  we  ask  others  to 
make  us  stop  before  we  sin  again.  It 
is  easier  to  persuade  ourselves  that 
government  should  restore  our  lost 
virtue,  rather  than  make  the  effort 


required  to  live  a  virtuous  life  so  that 
others  might  do  likewise.  The  power 
of  a  changed  life  is  greater  than  the 
power  of  the  state. 
-Cal  Thomas, 
Los  Angeles  Times  Syndicate 


Civilization  is  not  inherited;  it  has 
to  be  learned  and  earned  by  each 
generation  anew. 

-Will  and  Ariel  Durant, 
Tlie  Lessons  of  History 

Strive  to  Strive 

Maintaining  the  status  quo  is  the 
same  as  regressing;  while  you  are 
holding  your  own,  others  are  passing 
you  by.  Be  harsh  on  yourself.  Do  not 
ever  think  that  you  have  made  it;  do 
not  ever  be  satisfied  with  what  you 
have  done.  Drive  yourself  for  the  rest 
of  your  life.  If  you  do  not  move,  you 
become  paralyzed.  Develop  your  po- 
tential to  the  fullest,  for  you,  too, 
can  wake  the  sleeping  genius  at  will. 
-Kim  Woo-Ghoong,  founder  and 
chairman,  Daewoo,  in  his  book, 
Every  Street  Is  Paved  With  Gold 

Work  It  Out 

Instead  of  spending  money  to  hire 
more  agents  to  hunt  for  illegal  immi- 
grants, Congress  should  set  up  a  guest- 
worker  program  that  matches  foreign- 
ers with  employers  who  need  them. 
This  idea  is  based  on  the  bracero  poli- 
cy, which  operated  from  1942  to  1964 
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"We  havt  a  large  pension  fund." 
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and  brought  in  more  than  four  millic 
braceros — laborers — from  Mexico.  I 
[the  program's]  height,  the  number  < 
illegal  aliens  caught  in  the  U.S.  fell  l 
fewer  than  100,000  a  year,  down  froi 
about  half  a  million  in  the  early  1950 

In  an  updated  system,  foreign  worl 
ers  would  sign  up  by  occupation  and  1 
assigned  to  companies  that  needt 
them,  with  a  maximum  stay  of  three  I 
five  years.  Because  they  would  be  regi 
tered,  the  workers  would  be  easi 
tracked  down  if  they  committed  crime 

The  idea  deserves  consideration  b 
fore  the  entire  nation  is  embroiled  in 
divisive  struggle  like  the  one  th 
dominated  California  politics  last  ye; 
-Julian  L.  Simon,  economist, 
New  York  Times 

Learning  Curve 

We  have  tinkered,  tested  and  tri< 
educational  reform  around  the  edge 
But  little  has  changed,  and  less  hi 
worked.  School  choice  is  a  bold  co 
cept.  It  sends  the  strongest  possib 
signal  that  parents  are  experts  on  ti 
needs  of  their  kids.  We  must  open 
broader  menu  of  options  for  parer 
who  are  struggling  to  find  their  kid:: 
quality  education. 

It's  called  competition. 
-Tom  Ridge,  governor  of  Penn- 
sylvania, describing  his  educatior 
reform  plan 

Once  Was  Enough 

Tan,  rested  and  ready,  the  Ber 
Wall  may  make  a  comeback  in  Son 
Florida.  German  engineer  Hai 
Michael  Pelzl  has  1,000  tons  of  asso 
ed  wall  pieces,  gates,  watchtowers  a 
electric  fences  stored  in  Ft.  Lauderd 
(and  2,000  tons  more  in  Berlin)  aw; 
ing  construction  of  a  $30  milli. 
theme  park,  Die  Mauer  (The  Wall) 

No  Ferris  wheels  here.  Inste; 
death-defying  escapes  from  East 
West  via  tunnel  and  hot-air  balloc 
border  patrols  with  dogs  and  mc 
machine-gun  fire,  and  tank  confli 
at  Checkpoint  Charlie.  And  y 
thought  Disney's  Confederate  bi 
tlefield  plans  sounded  grim. 
-Lucy  Howard,  Carla  Koehl, 

Newsweek 

Forbes  ■  July  17,  IS 
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Mf.'.Ol  UT '  VODKA  PRODUCT  OF  SWEOEN  40  A 
HOI  TLE  DESIGN  AND  ABSOLUT  CALLIGRAPHY  AR 


C/VOL  (80  AND  100  PROOF).  100%  GRAIN  NEUTRAL  SPIRITS.  ABSOLUT  C 
.EMARKS  OWNED  BY  V&S  VIN  &  SPRIT  AB.  ©1995  V&S  VIN  &  SPRIT  AB.  II 

THOSE  WHO  APPRECIATE  QUALITY  ENJOY  IT  RESPONSIBLY. 


N  VODKA  &  LOGO,  ABSOLUT,  ABSOLUT 
10USE  OF  SEAGRAM,  NEW  YORK,  NY 


A 


ctive  partnership  is  powered  by  a  commitment  to  the  mutual  exchange  or 


knowledge,  experience  and  ideas.  (^)  By  pooling  our  mutual  resources,  we  can 
work  together  to  create  custom-tailored  risk  management  products  and  solutions 
that  yield  superior  results  in  areas  like  cost  management  and  customer  service. 
x^)  As  a  memher  01  The  Worldwide  Zurich  Insurance  Group,  we  provide 
extensive  rinancial  strength,  and  order  long-term  active  partnership  to  you.  For 
more  information,  contact  your  agent  or  hroker,  or  call  1-800-382-2150  today. 
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WORLDWIDE 


Tel:  (1)913-339-2222 

Fax:  (1)913-339-7677 

Internet:  info@bv.com 
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Commentary 

Ion  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


IBERIAN  INVESTING 


Portugal  and  Spain,  which  Kip  Forbes  and  I  visited  last 
month,  present  odd  contrasts  for  countries  whose  econom- 
es  and  futures  are  often  thought  to  be  closely  linked. 

In  March  Portugal  unnecessarily  devalued  its  currenq'  by 
3.5%,  following  Spain's  7%  devaluation.  Portugal  took  this 
:ourse  for  fear  that  further  devaluation  by  Spain  would  give 
i|>pain  an  advantage  in  exports  and  tourism.  Some  Portu- 
guese bankers  felt  that  Portugal  should  have  seized  this 
:hance  to  delink  its  economy  from  Spain  and  its  problems. 

Portugal  is  basically  in  good  economic  shape;  inflation 
s  forecast  at  only  4.5%  this  year, 
ailing  from  11.5%  in  1991.  The 
budget  deficit  shrank  to  5.9%  of 
GDP  in  1994,  and  unemployment 
liow  stands  around  7%.  The  cur- 
lent  budget  is  expansionist,  as 
rrowth  is  a  priority  for  the  ten- 
jear-old,  center-right  government. 
This  beautiful  and  historic  place 
las  long-standing  ties  with  the  U.S. 
id  an  even  longer  relationship 
ith  Britain.  It  also  has  a  big  advan- 
ige  in  attracting  foreign  invest- 
lent:  the  lowest  wage  rate  in  West- 
Irn  Europe  for  production  work- 

Irs.  Yet  this  rate  is  higher  than  in  some  Eastern  European 
mntries  that  compete  with  it  in  textile  and  garment  man- 
[facturing.  Portugal  also  is  firmly  wedded  to  privatization, 
ne  government  has  sold  shares  in  some  30  state  indus- 
ies,  including  a  26%  stake  in  its  telecommunications  firm, 
"his  has  brought  in  more  than  $6  billion  and  has  reduced 
le  state-owned  share  of  the  GDP  to  less  than  15%. 
For  most  Portuguese  the  planned  1998  World  Exposi- 
|on  is  a  central  focus.  The  theme,  "The  Oceans,"  has 
racted  the  support  and  participation  of  many  countries 
lut,  sadly,  as  of  yet,  not  the  U.S.'  Some  9  million  visitors 
pe  expected,  and  the  exposition  site  along  the  Tagus  river 
create  not  only  a  permanent  fair  and  educational  center 
it  also  many  residential  and  business  areas.  These  should 
instrumental  in  attracting  more  foreign  investment. 
A  parliamentary  election  will  be  held,  at  the  latest,  in 
►ctober,  with  a  presidential  election  following  in  early 
^96.  Fernando  Nogueira,  succeeding  Prime  Minister 
libal  Cavaco  Silva  as  leader  of  the  Social  Democrats, 
[ill  try  to  overcome  the  usual  problems  faced  by  any 


The  Ocean  Pavilion:  Soon  to  be  a  part  of  the 
1998  World  Exposition  in  Portugal. 


party  that  has  been  in  power  for  ten  years.  Recession  and 
unemployment  during  the  past  two  years  have  reduced 
the  governing  Social  Democrats'  popularity,  but  most 
observers  feel  they  will  be  reelected  by  a  reduced  margin 
over  the  opposition.  At  the  moment,  signs  point  to  an 
early  and  strong  economic  recovery,  which  will  undoubt- 
edly help  the  incumbents. 

Spain,  by  contrast,  presents  a  picture  of  some  economic 
and  political  turmoil.  Unemployment  is  high,  and  in  recent 
local  elections  the  ruling  Socialist  Party  was  trounced  by 
the  conservative  Popular  Party, 
foreshadowing  the  end  of  the 
Socialists'  13-year  rule.  This  shift  in 
governing  parties  may  not  bring 
radical  change  to  Spain,  since  most 
parties  support  participation  in  the 
European  Union  and  profess  ad- 
herence to  privatization.  If,  howev- 
er, the  Popular  Party  were  to  win 
on  a  national  scale,  chances  are  that 
there  would  be  far  stronger  devel- 
opment of  free-market  policies, 
faster  sales  of  state-owned  business- 
es, and  determined  efforts  to  stamp 
out  the  corruption  and  financial 
scandals  that  have  weakened  the  Socialist  government. 

Inflation  has  been  rising,  with  concomitant  hikes  in 
interest  rates.  Unfortunately,  the  Bank  of  Spain  waited 
until  after  the  local  elections  before  raising  these  rates. 
With  unemployment  at  3.5  million,  encouraging  foreign 
and  domestic  investment  in  order  to  create  new  jobs  will 
clearly  be  a  high  priority  for  all  parties. 

Officials  of  Spain's  large,  four-year-old  Argentaria  bank 
(51%  state -owned)  tell  us  that  the  return  on  capital  in  Spain 
is  higher  than  in  the  rest  of  Europe.  This,  along  with  the 
prospect  of  a  new  conservative  government — and  the  sub- 
sequent lower  taxes,  as  well  as  a  more  rapid  and  complete 
privatization,  reducing  the  budget  deficit — should  attract 
the  new  private  investment  that  Spain  needs.  Spain  is  also 
malting  determined  efforts  to  increase  tourism,  and,  with 
this  country's  many  scenic,  cultural  and  climatic  advan- 
tages, these  efforts  should  be  highly  successful. 

Those  managing  foreign  capital  investment  should  serious- 
ly consider  the  advantages  of  the  Iberian  Peninsula,  with 
Portugal  having  a  slight  edge  over  neighboring  Spain.     OHE 
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ih  knows  a  lot  about  diabetes.  She  knows  because      ^^|    she  has  it.  But  she  doesn't  know  that  Eli  Lilly  and 


npany  developed  the  medicine  she  takes  every  day.  Or  that  we  keep  her  doctor  up-to-date  about  the  findings 


a 


lealth  care  professionals  all  over  the  world     (■     /■     who  treat  kids  just  like  her.  Why  should  she? 


busy  just  being  a  seven-year-old.  If  the  last  119  years  have  taught  us  anything,  it  is  simply  this:  knowledge  is 


r 


lerful  medicine.  So,  while  we  continue  our  search      Imr  f°r  innovative  medicines,  Lilly  is  also  pioneering 


I;  to  use  information  technology  to  improve  health  care.  We're  collecting,  analyzing,  and  sharing  infor- 


a 


on  with  thousands  of  health  care  providers     [■     /■     and  patients.  And  we're  leading  the  search  for 


pr,  more  affordable  treatments,  preventions,  and  cures— so  people  can  live  healthier,  more  active  lives. 


while,  for  Sarah,  Lilly  may  be  only  the  name     Jm  on  her  medicine... and  that's  just  fine  with  us. 


Eli  Lilly  and  Companyi 

KNOWLEDGE  IS  POWERFUL  MEDICINE 


i  Lilly'  .ind  Company 


:;;      *  • 


You  Are  The  Climber,  ^our 

Investments  Are  Tne  Mountains. 

We  Are  Tne  Compass. 
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Ihese  days,  a  complex  marketplace 
can  become  a  challenging  terrain 
for  your  investment  portfolio. 
TCW,  we  emphasize  a  guided 
approach  to  investing.  First,  we  analyze  your  objectives 
and  risk  tolerance.  Then  we  use  our  expertise  in  asset 
allocation  and  portfolio  management  to  help  you  meet 
your  financial  goals.  Should  the  market  conditions 
change  en  route,  .ve  reference  your  strategy  and  adjust 
your  investments  accordingly.  This  approach  to 


I  IheClirrto 

mm 
I  in  the 


recession; 


investing  has  helped  TCW  climb  from  $8  millii 
over  $50  billion  under  management  in  just  22  ye; 
you  have  assets  of  $5  million  or  more  and  you  v 
like  more  information  on  TCW,  please  coi 
Jeffrey  V.  Peterson,  Managing  Director  at  (213)  244 


TCW       Group 


•  Over  $50  billion  under  management. 

•  Over  40  distinct  investment  strategies:  equiti* 
fixed  income,  international  &  alternative. 

•  Comprehensive  asset  allocation. 

•Exemplary  long-term  investment 
performance. 

•Continuity  of  management. 


Trust  Company  Of  The  West 


A  Member  of  The  TCW  Group 
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ues  less  out- 
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WHAT'S  AHEAD  FOR  BUSIHESS 


EDITED  DV  HOWADD  BANKS 


The  case  for  fiscal  stimulus — now 


The  case  for  a  tax  cut  sooner  rather  than 
later  is  intensifying.  The  Clinton  tax  increases 
are  simply  sucking  money  out  of  the  private 
sector.  Without  the  fiscal  stimulus  of  a  tax  cut, 
the  economy  could  be  in  bad  shape  this  time 
next  year. 

Look,  for  example,  at  what's  known  as  the 
government's  basic  cash  account.  It's  defined  as 
revenues,  minus  outlays  other  than  net  inter- 
est. As  the  chart  shows,  this  version  of  the  federal 
accounts  has  been  in  surplus  for  over  a  year 
and  the  surplus  is  headed  sharply  higher.  Leav- 
ing aside  the  interest  payment  burden,  the 
Treasury's  cash  coffers  are  now  filling  at  an  an- 
nual rate  of  around  $100  billion. 

"It's  not  clear  precisely  why  this  should 


Recession  ahead? 

U.S.Treasury  primary  budget  balance  ($billions)* 
80 
60 
40 
20 
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'National  income  accounts  budget  concept  at  seasonally  adjusted  rates. 
Sources:  Haver  Analytics;  Heinemann  Economic  Research 


be,"  says  H.  Erich  Heinemann,  chief  economist 
with  Ladenburg,  Thalmann  &  Co.  Inc.,  "but 
since  World  War  II  a  surplus  in  this  basic  federal 
budget  has  always  preceded  a  recession." 

The  full,  depressing  impact  of  last  year's  tax 
increases  is  only  beginning  to  work  its  way 
through  the  pipeline — and  at  a  time  when  the 
economy  is  increasingly  weak-kneed.  Other  fac- 
tors adding  to  lackluster  economic  perfor- 
mance include,  of  course,  the  combined  effect 
of  the  Federal  Reserve's  continuing  18- 
month-long  squeeze  on  growth,  and  reduced 
federal  spending  on  goods  and  services. 

The  Republicans'  joint  Senate  and  House 
proposal  of  a  $245  billion  tax  cut  on  incomes 
and  capital  gains  over  seven  years  is  a  good 
idea,  but  it  doesn't  go  very  far  toward  offsetting 
the  Clinton  tax  hikes.  Typically,  the  Clinton 
Administration  wants  any  tax  reduction  to  ben- 
efit only  those  making  under  $100,000. 

The  economy  faces  another  tax  problem — 
anticipation.  When  taxes  rise,  as  they  did  in 
1986  with  capital  gains  taxes,  and  in  1992 
when  marginal  rates  were  raised,  people  bring 
transactions  forward.  Vice  versa,  in  1981 
when  income  tax  rates  were  lowered  over  the 
coming  three  years,  they  waited  to  spend,  in 
that  case  making  the  1982  recession  that  much 
worse.  Ways  to  avoid  that  happening  in  1996 
include  changing  the  withholding  rules,  to  leave 
more  cash  in  people's  pocketbooks,  backdat- 
ing the  $500-per-child  tax  credit  to  1995  and 
making  it  payable  in  April  1996. 


What  does  Washington  have  against  two-income  families? 


IT'S  BETTER  THAN  A  POKE  IN  THE  EYE  with  a 

blunt  stick,  but  the  $145  cut  in  the  tax  penalty 
for  being  married  proposed  by  the  Republi- 
cans is  an  insult  not  only  to  the  institution  of 
marriage,  but  also  to  the  two-thirds  of  women 
who  now  work  outside  the  home  (see  FORBES, 
May  22). 

An  important  problem  caused  by  the  mar- 
riage tax  trap  is  its  disincentive  effect  on  women, 
especially  better-educated  women,  to  go  out 
to  work.  This  arises  because  the  U.S.  lumps  two 
working  spouses'  incomes  together  for  tax 
purposes.  This  means  that  in  a  high-tax  city  like 
New  York,  if  a  fairly  well  paid  lawyer's  hus- 
band goes  to  work  as  a  $40,000-a-year  private 
school  teacher,  the  teacher  starts  paying  com- 
bined federal,  state  and  local  income  tax  at  close 
to  50%  on  the  first  dollar  of  his  income.  A 
good  reason  to  stay  home. 

The  evidence  suggests  that  this  disincentive 
effect  is  indeed  sizable.  Nada  Eissa  of  the  Uni- 
versity of  California- Berkeley  looked  at  the 
matter  the  other  way  round,  through  the  incen- 
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tive  effect  on  women  working  after  the  1986 
Reagan  tax  cuts.  She  found  (National  Bureau  of 
Economic  Research  working  paper  5023)  the 
tax  cuts  had  a  direct,  positive  impact  on  the 
number  of  higher-paid  women  working. 

Families  with  average  total  family  income  of 
around  $47,000  (all  figures  here  in  1985  dol- 
lars) gained  little  from  the  1986  tax  cuts.  By 
1991,  Eissa  found  a  7%  increase  in  the  number 
of  women  working  in  this  group — the  effect  of 
overall  economic  buoyancy  at  the  time. 

By  contrast,  in  families  with  incomes  of 
around  $131,000,  there  was  a  19.5%  increase  in 
the  number  of  women  working.  In  other 
words,  over  12%  more  better-educated  women 
were  working  than  otherwise  would  have. 

It's  too  soon  to  know  the  exact  impact  of 
the  Clinton  tax  increases  on  the  number  of  two- 
earner  high-income  families.  But  it's  virtually 
certain  that  rising  marginal  income  tax  rates 
keep  lots  of  second-earners  at  home  and  out  of 
the  economy — not  the  sort  of  result  with  which 
the  First  Lady  should  like  to  be  associated.    ■■ 
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THE  FORBES  INDEX 

BY  SHIOMO  2.  BEIFMAN 


Forbes  Index  (1967=100) 


With  the  economy  showing  signs  of  a  slowdown,  there 
growing  expectation  that  the  Federal  Reserve  will  ci 
interest  rates.  But  Mitchell  J.  Held,  chief  financial  ecoi 
omist  at  Smith  Barney,  opines  that  any  cuts  will  be  rel. 
tively  limited.  Held  points  to  the  index  of  new  mortgaj 
applications  kept  by  the  Mortgage  Bankers  Associatio 
from  January  through  May  of  this  year  the  index  is  i 
almost  22%.  According  to  Held,  without  significai 
budget  deficit  reductions  by  Congress  this  year,  shor 
term  interest  rates  are  likely  to  rise. 


'Preliminary      tRevised 


'95 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank                     9.0°/ 

Auto  sales  year  to  date  vs  1994' 

Ward's  Automotive 

-5.4°, 

Index  of  leading  indicators  Apr  vs  Mar 

Dept  of  Commerce 

-0.6°/ 

Trade  balance1 12  months  ended  Apr  1995 

Dept  of  Commerce 

-$116 1 

All-commodity  producer  price  index3  May  vs 
GDP  1st  quarter  vs  4th — annualized  growth 
M2*  (3-month  change) — annualized  growth 

Apr 

Dept  of  Labor 
Dept  of  Commerce 
Federal  Reserve 

0.3°/ 
2.7°/ 
3.3°/ 

'  U.S.-based  manufacturers,  excludes  imports,  as  of  5/31/95. 2Total  goods  and  services.  'Wholesale  good 
'  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  fun 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 
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Services 


Total  index 


Inventories     •    New  orders 


260 


210 


Consumer  price  indexes  (1982-84  average=100) 

all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 


65 


3350 


3250 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


riffl 

Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


385 


360 


335 


310 


11 


820 


New  unemployment  claims  a  .'rage  for  month 
(thousands),  seasonally  adiustei  I  iepl  of  Labor) 


AMJ     J    ASONDJIMAM 


Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 


AMJ  J  ASONDJFMAM 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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The   wo  r\  d 


Every  day  they  meet. 
Millions  of  investors  and 
more  than  2,600  companies 
from   around   the   world. 
Generating  the  capital  that 
creates    vital    products, 
services  and  jobs,  and  a 
better  quality  of  life  for  all. 
This  is  the  New  York 
Stock  Exchange.   Home  to 
the  world's   leading  com- 
panies.  Where   investors' 
interests   always   come 
first.  Where  more  capital 
is  raised  than  in  any  other 
equities    market.    And 
where    a    competitive 
auction    market   brings 


©  1995  New  York  Stock  Exchange,  Inc. 


tts    stock    in   us. 


together  buyers  and  sellers, 
enabling  each  to  get  the 
best  possible  price. 

Powered  by  the  most 
technologically    advanced 
trading  and  surveillance 
systems,  the  New  York  Stock 
Exchange  demands  that  every 
trade  occur  openly  and  fairly, 
with  equal  preference  to  all 
investors,  large  or  small. 
Integrity.   Liquidity. 
Technology.  Global  vision.  Just 
a  few  of  the  reasons  why  the 
world  puts  its  stock  in  us. 


THE  NEW  YORK  STOCK  EXCHANGE 


Forbes 


Paul  Orfalea  barely  passed  his  finance 
course  at  college.  Maybe  he  knew 
more  than  the  teacher. 


"Pm  just  a  peddler" 
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By  Zina  Moukheiber 

"Can  you  see  me  well?"  Paul  Orfalea, 
in  Ventura,  Calif.,  asks  the  Forbes 
reporter,  who  is  in  Manhattan  inter- 
viewing him  by  a  type  of  closed-circuit 
television.  We  see  him  larger  than  life. 
The  kinky  reddish  hair  that  gave  his 
company  its  name,  Kinko's,  comes 
across  in  vivid  color. 

The  interview  is  via  videoconfer- 
encing, a  service  that  Kinko's  is  rolling 
out  at  its  nearly  800  stores  through- 
out the  U.S.  When  Orfalea  reluctantly 
agreed  to  talk,  he  suggested  we  give 
him  a  chance  to  show  off  his  newest 
service.  He  flady  refused  to  let  us 
photograph  him.  Of  personal  publici- 
ty he  says: 

"My  mom  said,  'Your  friends  don't 
need  to  hear  it,  and  your  enemies 
won't  believe  it  anyway.'  ' 

Orfalea  enjoys  quoting  his  parents 
and  his  Lebanese  immigrant  grand- 
parents. It's  his  way  of  saying  that  folk 
wisdom  is  worth  more  than  book 
learning.  Timothy  Stancliffe,  a  part- 
ner in  a  number  of  Kinko's  stores, 
recalls  telling  Orfalea  not  long  ago 
that  the  market  wasn't  yet  ready  for 
videoconferencing.  "Paul's  response 
was  another  of  those  Lebanese  prov- 
erbs: 'God  hates  a  coward.'  ' 

On  such  ancient  wisdom  and  a 
sharp  eye  for  the  main  chance,  Paul 
Orfalea  has  built  what  FORBES  esti- 
mates to  be  a  $400-million-plus-a- 
year  chain  of  stores  that  offer  copy- 
ing, computing  ami  other  office  ser- 
vices to  the  masses.  He  has  done  so 
almost  without  noi  except  in 
the  trade. 

Orfalea  looks  and  son.  times  talks 
like  a  rebellious  student  despite  his  47 
years.  In  fact,  he  is  a  centimillionaire 
and  just  getting  started. 
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He  is  the  100%  owner  of  Kinko's 
Graphics  Corp.  Stores  in  the  Kinko's 
hain  will  make  high-quality  color 
opies  for  you,  rent  you  computer 
me,  print  brochures,  fax  letters  and 
ven  set  you  up  to  do  your  own 
ideoconferencing. 
Kinko's  has  an  unusual  corporate 
ructure — just  what  you'd  expect 
ora  an  iconoclast  like  Orfalea.  He 
wns  110  stores  outright  and  the 
ther  690-odd  in  partnership  with 
ther  entrepreneurs,  of  whom  there 
•e  126.  This  is  no  franchise  opera- 
on:  For  the  name  and  concept,  Orfa- 
lea takes  a  controlling 
piece  of  the  store,  not  a 
percentage  of  the  gross 
or  licensing  fees. 

Orfalea  started  the 
business  when  he  was 
still  at  the  University 
of  Southern  Califor- 
nia, whence  he  gradu- 
ated with  a  "C"  aver- 
age in  finance  in  1971 . 
if  Orfalea  paid  scant 
attention  in  class,  it 
was  not  because  he 
was  lazy  but  perhaps 
because  he  didn't  find 
the  courses  especially 
challenging.  At  col- 
lege one  day  he  no- 
ticed the  copy  ma- 
chine in  the  universi- 
ty's library. 

"I  saw  it  and  I 
thought,  'This  is  a 
cool  machine.'  I  had 
taken  a  marketing 
course  and  studied 
product  life  cycles,  and 
I  just  thought,  'This 
thing  here  is  going  to 
go  for  a  long  time.'  " 
With  a  $5,000  bank 
loan,  Orfalea  leased 
'  an        80-square-foot 

former  hamburger 
stand  near  the  campus 
of  the  University  of 
California  at  Santa 
Barbara  and  rented  a 
small  Xerox  copier. 
"You  just  plug  in  the 
damn  copier  and 
build  a  shelf.  It  was 
real  easy,"  he  recalls. 
"I  knew  I  had  a  con- 
cept that  would  work 


on  any  campus."  He  charged  4 
cents  a  page,  undercutting  the  uni- 
versity library,  which  charged  10 
cents  a  page. 

When  it  came  time  to  expand,  Or- 
falea set  a  pattern  that  he  maintains  to 
this  day,  a  pattern  that  explains  why  he 
has  been  able  to  build  so  big  a  busi- 
ness without  using  outside  capital: 
While  he  has  partners  in  many  of  his 
stores,  which  are  basically  joint  ven- 
tures, he  has  no  investor,  partner  or 
shareholder  but  himself  in  his  main 
company,  Kinko's  Graphics  Corp.  He 
always  felt  deep  in  his  bones  that  he 
could  never  work  for  anyone  else.  As 
he  puts  it:  "I  sort  of  thought,  halfway 
through  it,  you  know,  I'm  sort  of 
unemployable.  I'm  basically  a 
peddler." 

Since  he  was  unemployable,  he 
would  have  to  employ  himself.  To 
help  him  open  and  finance  new  loca- 
tions, he  took  on  fellow  students, 
some  of  whom  are  still  Kinko's  store 
operators.  The  student  scouts  drove 
around  the  West  Coast,  typically  in 
Volkswagen  vans,  looking  for  colleges 
with  over  20,000  students,  then  set 
up  shop  close  to  each  campus.  They 
slept  in  fraternity  houses  while  they 
were  getting  the  stores  started.  The 
boss  stuffed  flyers  in  mailboxes  and 
delivered  orders. 

When  Orfalea  began  opening 
stores,  he  avoided  the  typical  franchis- 
ing route,  but  took  in  partners  who 
put  up  cash  and  gave  him  a  control- 
ling interest  in  each  store.  By  the  time 
competitors  woke  up,  around  1990, 
there  were  480  Kinko's.  Along  the 
way  Kinko's  got  into  trouble  copying 
parts  of  textbooks  and  selling  the 
copies  to  students.  The  company  paid 
$1 .9  million  in  damages  for  copyright 
infringement  and  legal  fees.  But  de- 
spite this,  Kinko's  always  stayed  ahead 
of  the  competition. 

When  competitors  sprang  up  offer- 
ing similar  copying  services,  Orfalea 
took  the  next  step.  To  an  increasing 
degree  small  business  owners  were 
walking  in  and  asking  for  more  real- 
istic copies  of  documents,  some- 
times oversize  and  in  color,  with 
sophisticated  graphics.  Orfalea  de- 
cided to  focus  Kinko's  away  from 
the  student  trade  and  toward  small 
and  medium-size  businesses.  He 
began  opening  stores  averaging 
7,000  square  feet  in  suburbs  and 
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business  districts. 

To  get  a  leg  up  on  competitors  for 
the  small-business  market — competi- 
tors like  Sir  Speedy  or  Pip  Printing — 
he  offered  customers  quick  access  to 
sophisticated  equipment — high- 

speed, high-volume  laser  and  color 
copiers.  He  leased  the  equipment  be- 
cause leasing  eased  the  need  for  fresh 
capital  and  enabled  Kinko's  to  con- 
stantly upgrade  its  offerings. 

Thus  has  Orfalea  cashed  in  on  the 
increasing  number  of  the  self-em- 
ployed and  people  working  at  home. 
In  1989,  28  million  people  were 
working  from  home;  last  year  40  mil- 
lion were.  Over  the  past  14  years  the 
number  of  businesses  employing  be- 
tween 5  and  100  employees  has 
grown  almost  40%. 

Orfalea  looks  and 
sometimes  talks  like 
a  rebellious  student 
despite  his  47  years. 
In  fact,  he  is  a 
centimillionaire  and 
just  getting  started. 

Almost  all  Kinko's  stores  are  open 
24  hours  a  day,  seven  days  a  week.  The 
company  runs  a  national  television  ad 
campaign  offering  itself  to  small  busi- 
ness people  as  "your  branch  office." 

Kinko's  counts  on  its  head  start  and 
on  value-added  to  keep  imitators — of 
whom  Office  Depot  is  now  one — 
rushing  to  catch  up. 

Besides  location  and  up-to-date 
equipment,  Kinko's  value-added  is 
superb  service.  Alison  Glander  copied 
her  term  papers  at  Kinko's  while  she 
was  a  student  at  the  University  of 
Maryland.  Now  33,  she  has  her  own 
business  as  a  radio  consultant  in  Rich- 
mond, Va.  A  Kinko's  store  manager 
recently  stayed  up  half  the  night  help- 
ing her  put  together  a  major  presenta- 
tion. "They're  our  right  arm,"  says 
Glander. 

Paul  Orfalea  has  made  one  conces- 
sion to  the  establishment:  He  now 
teaches  a  class  in  business  every  Mon- 
day at  the  University  of  California  at 
Santa  Barbara,  the  very  campus  at 
which  he  opened  his  first  Kinko's 
stand.  We'll  bet  that's  one  business 
class  well  worth  attending.  H 
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Though  barred  from  the  securities 
business,  Michael  Milken  has  advised  on 
at  least  two  big  deals  in  the  past  year. 
When  is  advice  financial  and  when  is  it  not? 


Back  in  action 


By  Randall  Lane 


"Mike  was  the  original  vision; 
here,"  says  media  mogul  Rup- 
Murdoch,  speaking  of  Michael  M 
ken's  role  in  sparking  the  $2  billi  It  SI 
partnership  announced  in  May  1 
tween  Murdoch's  News  Corp.  a 


foot 


in  i 

Bert  Roberts'  MCI  Communicatic    ' 
Corp.    "Mike's  forever  coming    ' 
with    ideas    for    his    friends,"    ac 
Murdoch. 

Both  Murdoch  and  Roberts  cc 
firm  that  Milken  brought  the  t1 
together  13  months  before  the  d' 
was  announced  and  sketched  out  1 j  ™ ' 
advantages   of  the   two   compani1  " 

getting  together  (see  box,  opposite). 
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A  little  over  two 
years  ago  he  wa    D 
prison.  Now, 
with  paying 
clients  like 
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Rupert  Murdoch   v"> 


and  Ronald 
Perelman,  he 
just  may  be 
America's 
highest-paid 
consultant. 
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Personality  is 
he  synergy 


itt 


out 


^HE  deal  announced  in 
/lay  of  a  proposed  alliance 
f  Bert  Roberts' MCI 
Communications  Corp. 
|  nd  Rupert  Murdoch's 
C0Uews  Corp.  has  aroused  a 
Jiir  amount  of  skepticism 
d|n  Wall  Street.  "It's  too 
ague  to  hang  your  hat 
n  at  the  moment,"  says 
ehman  Brothers  analyst 
any  Petrella. 
Certainly  there  are  few 
bvious  synergies  between 
lese  two  very  different 
jmpanies,  one  a  provider 
f  long  distance  tele- 
iione  services,  the  other  an 
vvner  of  entertainment 
id  news  properties. 
The  proposed  deal  calls 
•r  each  company  to  put 
200  million  into  a  co- 
ined joint  venture.  News 
orp.'s  contribution  will 
obably  be  in  asset  form, 
lding  into  the  new 
>mpany,  among  other 
ings,  its  Delphi  Inter- 
t  Services  unit.  MCI 
;reed  to  buy  up  to  $2 
Uion  of  News  Corp.  stock 
d  warrants  on  terms 
ry  favorable  to  Mur- 
>ch's  company;  the 
ares  will  be  priced  at  a 
emium  to  the  market 
d  will  have  virtually  no 
ting  rights. 

It's  clear  what's  in  it  for 
urdoch:  cheap  long-term 
pital.  What's  in  it  for 
:i?  In  a  freewheeling  con- 
ence  call,  Forbes  put 
at  question  to  the  three 
iin  participants  in  the 
al:  Michael  Milken,  who 
ought  the  parties  to- 
ther,  speaking  from  Los 
igeles;  Roberts  from 
ishington,  D.C.;  and 
urdoch  from  Wales. 
"I  am  more  excited 
out  this  than  I  was  with 
Turner/MGM  trans- 
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action  or  back  during  the 
early  days  of  cable,  when  I 
was  sitting  around  with 
Steve  Ross,"  bubbles 
Milken.  "People  underesti- 
mate these  combinations 
of  entertainment,  informa- 
tion and  communication 
technology." 

Roberts:  "There  have 
been  a  lot  of  alliances  an- 
nounced, and  a  tremen- 
dous part  of  those  alliances 
has  been  narrowly  fo- 
cused, either  around  a  tech- 


hours  or  days  to  learn  the 
extent  of  the  damage.  In 
short,  customized  busi- 
ness information  for  fast 
decision  making. 

While  mci  reaches  into 
business  offices  across  the 
U.S.  and  has  a  strong  in- 
ternational partner  in  Brit- 
ish Telecommunications, 
it  does  not  reach  directly 
into  American  homes  as 
the  Baby  Bells  and  cable 
companies  do.  Roberts 
predicts  MCI  will  cut  a  deal 


nology  thrust,  like  500 
channels  to  the  home,  or 
around  entertainment, 
like  pay-per-view.  [By  con- 
trast] we  have  an  alliance 
that  can  focus  on  not  just  a 
single  technology  or 
product,  but  on  informa- 
tion and  educational  con- 
tent— not  just  to  consum- 
ers, but  to  businesses." 

Roberts  paints  a  verbal 
picture  of  what  he  has  in 
mind  for  business  services 
that  combine  his  commu- 
nications facilities  with 
Murdoch's  software  capa- 
bilities: An  oil  executive 
in  Texas  hears  about  a  rig 
fire  in  the  North  Sea. 
Tapping  into  his  MCI  busi- 
ness network,  he  calls  up 
on  his  computer  a  real-time 
news  feed  from  News 
Corp.  No  need  to  wait 


with  a  company  that  can 
reach  into  the  home. 

If  the  deal  seems  more 
favorable  to  News  Corp. 
than  to  MCI,  keep  this  in 
mind:  For  the  foreseeable 
future,  companies  with 
content  to  provide  general- 
ly have  the  stronger  hand, 
because  their  product  will 
presumably  be  in  demand 
no  matter  which  delivery 
technologies  or  commu- 
nications channels  prevail. 
The  partnerships  made 
by  telecommunications 
companies  and  content 
providers  over  the  past  two 
years  have  largely  resulted 
in  favorable  terms  for  the 
content  companies:  In 
U  S  West's  investment  in 
Time  Warner  Entertain- 
ment, the  latter  got  a  fat 
capital  infusion  without 


giving  up  control.  Nynex 
ponied  up  $1.2  billion  to- 
ward Viacom's  purchase  of 
Paramount;  other  than 
stock  and  two  board  seats, 
it's  received  nothing  in 
return.  "There  is  no 
doubt  that,  at  the  mo- 
ment, content  is  king,"  says 
Murdoch. 

But  in  a  certain  way, 
News  Corp.  and  MCI  make 
natural  partners.  Both  are 
entrepreneurial  companies 
with  a  history  of  fast  and 


MCI  Chairman  Bert 
Roberts  and  News 
Corp.  Chairman 
Rupert  Murdoch 
Entrepreneurial 
partners,  but  few 
obvious  match- 
es outside  of  the 
Internet. 


innovative  decision  mak- 
ing. In  advising  the  deal, 
Michael  Milken  was  advis- 
ing people  he  knew  well. 
In  his  Wall  Street  days  Mil- 
ken raised  the  money  that 
let  mci  break  into  the  big 
time;  he  found  capital  for 
Murdoch  when  the  media 
baron  was  having  trouble 
financing  a  major  deal.  So, 
in  a  way,  personality  and 
corporate  culture  may  be 
the  main  synergy  in  the 
proposed  arrangement. 

Says  Roberts:  "mci  and 
Rupert  have  exploited 
change  for  years.  This  is 
an  explosive  opportunity." 

"Quite  often,"  pipes  in 
Milken,  applauding  both 
companies'  boldness, 
"the  greatest  risk  is  doing 
nothing,  and  standing 
pat."  -R.L.  ■■ 
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Michael  Milken 

Milken  pleaded  guilty  on  six  counts 
of  securities  law  violations  in  1990  and 
served  two  years  in  prison.  He  has  been 
barred  from  the  securities  business.  Is 
he  pushing  the  envelope  in  getting 
thus  involved  in  such  big  deals? 

Milken  tells  Forbes  that  Mur- 
doch's News  Corp.  paid  him  consult- 
ing fees.  Milken  may  get  another  fee 
from  MCI  if  its  deal  with  News  Corp. 
becomes  final.  Ronald  Perelman's 
New  World  Communications  Group 
also  paid  for  Milken's  sendees  in  rela- 
tion to  an  alliance  with  News  Corp.'s 
Fox  network  in  May  1994.  Milken's 
principal  contribution  was  to  per- 
suade Perelman  that  his  company 
should  explore  a  network  affiliation. 

Milken  brought  Murdoch  and 
Roberts  together  in  April  1994  while 
the  two  were  attending  the  annual 
education  conference  held  by  the  Mil- 
ken Family  Foundation. 

mci's  Roberts  clarifies:  "Mike  and  I 
go  back  a  long  time,  and  he's  provid- 
ed us  a  great  deal  of  consulting  advice. 
Will  we  be  looking  toward  Milken  for 
consulting  advice  in  the  future,  and 
enter  into  some  more  formal  arrange- 
ment than  the  loose  one  we  have  right 
now?  The  answer  is  probably  yes." 

Milken  also  acted  as  an  informal 
adviser  to  Larry  Ellison  last  year  re- 
garding Oracle  Corp.'s  proposed  pur- 
chase of  Apple  Computer.  He  has 
swapped  business  ideas  with  Micro- 
soft's Bill  Gates  about  the  business 
potential  of  education. 

"In  the  case  of  Oracle  and  Apple, 
Larry  Ellison  came  to  visit  me  and  talk 
about  my  opinion  of  his  business  and 
the  fixture,"  Milken  recalls.  "We  did 
not  call  it  informal  advice.  Two 
friends  talking  together  about  what 
they  thought  the  future  was.  I  have 
visited  Bill  Gates  and  have  talked 
about  education." 

Milken's  settlement  with  the  Secu- 
rities &  Exchange  Commission  says 
that  he  is  barred  from  "association 
with  any  broker,  dealer,  investment 
adviser,  investment  company  or  mu- 
nicipal securities  dealer."  The  agree- 
ment is  specifically  crafted  to  keep 
Milken  out  of  the  capital-raising  busi- 
ness and  to  prevent  him  from  giving 
investment  advice  to  the  public.  It 
does  not  bar  him  from  going  into 
business  for  himself.  Nor  from  doing 
general  business  consulting. 

The  proposed  MCI  deal  does  in- 
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volve  an  investment  of  up  to  $2  billion 
by  MCI  in  News  Corp.  The 
Perelman/Murdoch  deal  called  for 
television  stations  owned  by  New 
World  to  affiliate  with  Fox.  In  return, 
Fox  invested  $500  million  in  Perel- 
man's company.  Is  Milken's  involve- 
ment a  violation  of  his  probation 
terms  and  his  agreement  with  the  sec? 
Much  depends  on  what  you  mean  by 
financial  advice. 

In  fact,  Milken  says  he  was  not 
involved  in  the  financial  details,  but 
rather  in  articulating  the  advantages 
of  a  combination  between  these  two 
very  different  companies. 

Milken  is  required  to  report  regu- 
larly to  his  probation  officer,  and  does 
so  not  less  than  monthly.  In  these 
meetings  he  describes  his  business 

Milken  puts  it  this  way: 
"Have  I  provided  consulting 
that  a  McKinsey  might 
provide  in  terms  of  ideas 
or  strategic  planning?  Tes. 
We're  on  a  macro  basis  here: 
What  business  should  you 
be  in  in  the  future?" 


activities  and  the  amount  and  source 
of  his  income.  That  he  has  been  con- 
sulting, then,  is  presumably  no  secret 
to  the  court. 

Milken  puts  it  this  way:  "Have  I 
provided  consulting  that  a  McKinsey 
might  provide  in  terms  of  ideas  or 
strategic  planning?  Yes.  We're  on  a 
macro  basis  here:  What  business 
should  you  be  in  in  the  future?" 

Nobody  will  say  how  big  Milken's 
retainers  are.  "I  don't  think  McKin- 
sey lists  all  their  fees,"  Milken  says.  It 
is  safe  to  say  that  they  run  into  the 
millions  of  dollars.  Michael  Milken's 
services  have  never  come  cheap. 

Did  Milken  get  any  side  deals  in 
addition  to  the  fees?  "There  was  no 
quid  pro  quo,"  he  insists. 

Such  questions  aside,  no  one  ex- 
pected Michael  Milken  to  disappear 
from  the  business  scene.  He  has  been 
spending  most  of  his  time  on  commu- 
nity service  work  since  he  was  released 
from  prison  in  March  1993.  He  fulfills 
his  1,800-hour  community  service 
obligation  by  running  an  after-school 
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program  designed  to  keep  mid 
school  kids  away  from  gangs  af; 
drugs.  He  devotes  a  lot  of  time 
overseeing  the  cancer  research  p 
gram  his  family's  foundation  func 
with  a  five-year,  $25  million  gra 
( His  prostate  cancer  remains  in  ren 
sion. )  These  and  other  nonprofit  v< 
tures,  Milken  says,  take  up  about  8 
of  his  working  hours. 

For  most  people,  this  would 
leave  much  time  for  business,  I '  I 
Milken  can  and  does  work  prodigic 
hours.  So  does  his  behind-the-scei  1 1 
younger  brother,  Lowell.  The  bro 
ers  are  putting  money  from  fair 
trusts  into  such  ventures  as  Her 
International  N.V.,  a  European  r 
estate  company,  and  Premiere  Ra< 
Networks.  Milken's  family  owns  1 
of  7th  Level,  a  now-public  interact 
software  company  that  has  a  mar 
capitalization  of  $112  million. 

In  none  of  these,  however,  is  AA  adeand 
ken  an  officer,  and  in  publicly  held ' 
Level  he  has  irrevocably  ceded  vot 
control  of  his  shares  to  longtime  as^  ost  raarki 
ciate  Men'  Adelson. 

But  these  investments  and  his  pj 
time  consulting  are  clear  signs  thatd  pandits 
still  has  big  ambitions  and  the  me; 
to  fulfill  them.  He  says:  "I  don't  vi 
[consulting]  as  my  business.  It's  i 
exception,   not   the   rule.   My  idi 
when  I  have  the  time,  which  I 
don't  have  right  now,  is  to  build!  » 
company  with  my  ideas  rather  tl 
pass  them  all  off  to  others." 

He  may  have  the  time  after  n 
March,  when  his  full-time  commu 
ty  service  is  scheduled  to  end.  ' 
March  of  1996  I'm  gonna  take  a  de  a 
breath,  and  if  I  have  more  time, 
what  I  can  accomplish,"  he  declan 

He  makes  no  secret  of  what  bi.  I 
ness  he'd  like  to  be  in.  Milken  ; 
convinced  education  is  ripe  for  priv 
business.  One  of  society's  cry 
needs,  education  is  inefficiently  de 
ered  at  present  and  it  has  bar 
tapped  the  potential  of  comput 
and  modern  communications  te 
nology.  Milken  would  like,  amc 
other  tilings,  to  start  an  educatio 
cable  channel  that  would  be  able 
use  the  finest  teaching  talent  and 
verage  that  talent  with  television  £ 
computers. 

"My  own  [real]  business,"  Mill 
says,  "not  consulting  for  other  pi 
pie's  business." 

Forbes  ■  July  17,  U 
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low  could  you  lose  money  in  the  condom  business? 
he  world's  largest  maker  actually  managed  that 
xtraordi nary  feat. 

Condom  king 


:ji 


Dyan  Machan 


)ndon  International  Group  Pic. 
the  world's  largest  manufacturer  of 
and-name  condoms.  Total  condom 
es  last  year,  $160  million.  In  these 
ys  of  casual  sex  and  of  worry  about 
cual  diseases,  one  would  expect  the 
irmpany  to  be  minting  money.  In- 
fo ad,  it  almost  went  broke. 
l'How  did  it  manage  to  do  that? 
act  edit — or  discredit — a  self-promot- 
named  Alan  Woltz,  an  American 

iio  ran  the  company  for  more  than  a 
cade  and  made  some  very  unfortu- 
te  mistakes. 

London's   brands   are   leaders   in 
4>st  markets,  including  an  80%  share 
the  U.K.  for  its  Durex  brand.  Its 
itu  brand  dominates  Southern  Eu- 
)e  and  its  London  brand  is  strong  in 
^rmany.  Its  Ramses,  Sheik  and  Pro- 
brands  have  23%  of  the  U.S.  mar- 
t  .  Its  business  making  Biogel  surgi- 
ii i  gloves  has  been  doing  very  well. 
-Vhen  birth  control  pills  started  to 
n  market  share,  instead  of  looking 
is  marketing,  Woltz  decided  to 
ersify.  In  1981  Woltz  bought  into 
er  n  ail  photo  processing  at  the  top  of 
m  t  market.  He  bought  makers  of 
1(j '  p  china  and  of  beauty  aids.  "Classic 
;adi»iness  mistake,"  muses  James  Tyr- 
me  ,  London's  group  finance  director 
ec|Jbe  1993.  Tyrell  says  the  new  ven- 
ues "sucked  cash  from  our  core 
jlejjinesses." 

rpfii  t  didn't  help  that  in  the  spring  of 

J  f3  Woltz  made  another  mistake: 

jyji  [ldon    International's    new    busi- 

s  y  pes  were  bleeding,  but  he  misled 

^pu  idon's  financial  community  into 

n<  j  teving  everything  was  fine.  For  this 

jm  i  company  was  formally  censured 

[CJ  :he  London  Stock  Exchange.  Not 

ay  g  thereafter  Woltz  retired. 

tan(j  Nicholas  Hodges,  56,  took  over. 

|M011  dges  had  run  the  company's  Euro- 

n  operations  and  helped  build  its 


ill 


»4 
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fitable   surgical   gloves   business. 

did  not  exactly  have  a  picnic. 

ked  by  the  other  businesses,  the 


core  condom  business  was  losing 
ground  and  was  reduced  to  modest 
profitability.  Its  operating  margins  on 
condom  sales  have  been  in  the  single 
digits;  Carter- Wallace,  Inc.,  which 
makes  Trojan,  Class  Act  and  Mentor 
brand  condoms,  has  operating  mar- 
gins on  condom  sales  of  around  30%. 
"We  were  speeding  toward  bankrupt- 
cy," recalls  Tyrrell. 

Out  went  diversification,  and 
Hodges  tackled  costs.  He  closed 
three  factories  in  the  U.K.  and  moved 
production  to  new  or  expanded  fac- 


London  International's  Nicholas  Hodges 
Marketing  condoms  like  Coca-Cola. 


tories  in  Malaysia,  Thailand  and  In- 
dia. A  gross  of  condoms  made  in 
England  costs  the  company  $14.40; 
the  Thai  plant  makes  them  for  $7.20. 
For  the  fiscal  year  that  ended  Mar. 
31,  1994,  Hodges  had  bad  news  for 
his  shareholders.  London  Interna- 
tional took  $220  million  in  charges 
related  to  discontinued  operations 
and  reported  an  operating  loss  of  $37 
million.  But  then  things  started  to 
improve.  The  big  bath  behind  him, 
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Hodges  was  able  to  raise  $183  million 
in  a  rights  offering. 

The  capital  infusion  enabled  him, 
among  other  things,  to  launch  the 
Avanti  condom,  the  first  significantly 
new  condom  in  years.  Made  of  poly  - 
urethane,  the  Avanti  tests  twice  as 
strong  and  yet  is  half  as  thick  as  latex 
condoms.  Avanti  is  expensive:  A  six- 
pack  costs  $8  in  the  U.S.,  versus  $3  for 
latex  condoms,  but  the  market  was 
ready  for  a  premium  product. 

Launched  in  13  western  U.S.  states 
last  year,  Avanti  commands  a  3%  mar- 
ket share.  Hodges  is  preparing  to 
launch  the  brand  in  Japan — where  per 
capita  condom  use  is  among  the  high- 
est in  the  world — and  in  key  Europe- 
an markets.  "If  the  product  works, 
they  should  clean  up,"  says  Warren 
Walker  of  Oechsle  International  Ad- 
visors, a  global  money  manager. 

Taking  a  lesson  in  international 
marketing  from  other  multinational 
companies,  Hodges  is  replacing  his 
popular- priced  national  brands  with  a 
single  international  brand,  Durex.  "It 
was  ridiculous  that  we  didn't  have  our 
Durex  brand  on  all  our  packages," 
says  Hodges,  adding,  "We  want  to  be 
like  Coke  or  Gillette." 

London  International  reported  a 
profit  for  fiscal  1995:  $19  million  on 
sales  of  $509  million.  Since  fiscal 
1993  operating  margins  have  tripled, 
to  9.3%.  Tyrrell  thinks  they  can  fatten 
to  15%  by  fiscal  1997  and,  analysts 
believe,  to  over  20%  thereafter. 

And  guess  who  has  been  eyeing  the 
stock?  No  less  than  those  two  global 
speculators,  George  Soros  and  Mi- 
chael Steinhardt.  Soros  bought  and 
sold  the  stock,  and  Steinhardt  was 
interested  in  buying  a  piece  of  the 
rights  offering. 

The  shares,  which  recently  traded 
in  London  at  112  pence,  give  the 
company  a  market  capitalization  of 
$600  million,  but  aren't  near  their 
312-pence  high  of  1987.  wm 
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Has  the  SEC  finally  nabbed  Bob  Brennan,  the  penny  stock  huckster? 
Apparently,  but  with  Brennan  you  never  can  tell. 

The  ex-Mrs.  Brennan 


By  Amy  Feldman 

Asfarbackas  1982  Forbes  reported 
on  the  sleazy  nature  of  the  stocks 
being  pushed  by  penny  stock  hustler 
Robert  Brennan  and  his  First  Jersey 
Securities.  Brennan  just  laughed  and 
kept  on  growing.  By  that  time  he  was 
even  touting  his  defective  merchan- 
dise on  TV. 

In  its  issue  of  July  16, 1984,  Forbes 
finally  produced  the  goods  on  Bren- 
nan, in  an  article  by  Richard  Stern, 
showing  how  Brennan  manipulated 
the  prices  of  his  worthless  and  near- 
worthless  penny  stocks,  bilking  inves- 
tors out  of  millions  of  dollars.  Bren- 
nan winced  but  kept  right  on  with  his 
swindles. 

Then,  on  Oct.  26,  1992,  in  a  sec- 
ond cover  story,  we  asked:  "Why 
can't  they  stop  him?"  Brennan  had 
sold  almost  all  of  First  Jersey's  offices 
but  was  operating  in  the  same  fashion 
through  a  network  of  penny  stock 
brokers  at  Hibbard  Brown  &  Co.  and 
F.N.  Wolf  &  Co. 

Well,  three  years  later  the  Securities 
&  Exchange  Commission  has  finally 
stopped  him.  Maybe. 

On  June  19,  U.S.  District  Court 
Judge  Richard  Owen  ordered  Bren- 
nan and  First  Jersey  to  cough  up 
$71.5  million  in  illegal  gains  and  in- 
terest for  defrauding  investors.  This 
judgment  covered  only  a  small  part  of 
Brennan's  ill-gotten  gains,  involving 
just  six  of  the  dozens  of  stocks  First 
Jersey  flogged. 

The  judgment  also  called  for  a  spe- 
cial agent  to  review  First  Jersey's  rec- 
ords from  1982  to  1987— still  held  by 
Brennan — in  search  of  additional 
fraud  that  could  run  into  the  hun- 
dreds of  millions.  "I  am  thoroughly 
convinced  under  any  standard  that 
the  particular  violations  proved  at  trial 
are  in  all  probability  only  the  ip  of  the 
iceberg,"  wrote  Judge  Owen  in  a 
scathing  48-page  opinion. 

One  deal  for  which  the  Securities  & 
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Exchange  Commission  nabbed  Bren- 
nan involved  Sequential  Information 
Systems.  By  selling  the  public  units 
(each  with  50  shares),  quickly  buying 
them  back  and  reselling  them  as 
shares,  Brennan  and  First  Jersey  made 
$12  million  in  illegal  gains.  They 
shared  those  profits,  of  course,  with  a 
network  of  stock-floggers.  The  public 
ended  up  with  worthless  stock. 

Though  a  genius  at  skirting  the  law, 
the  New  Jersey  scam  artist  and  his 
First  Jersey  Securities  must  pony  up 
that  $71 .5  million  judgment  immedi- 
ately or  post  a  bond  pending  the 
appeal  his  attorneys  say  they  plan. 

Will  Brennan  wiggle  out  of  this 
one,  as  he  has  out  of  so  many  other 
attempts  to  stop  him?  Nothing  would 
surprise  us. 

Last  year  Patricia  Laus  Brennan 
filed  for  divorce  from  Robert  Bren- 
nan on  grounds  of  emotional  cruelty 
after  nearly  16  years  of  marriage.  The 
couple  reached  a  settlement  last 
June,  just  as  Judge  Owen  was  hearing 
testimony  in  the  SEC's  suit  against 


The  elusive 
Robert  Brennan 
Will  he  wiggle 
out  of  the 
$71.5  million 
judgment 
against  him? 


Brennan  and  First  Jersey. 

Why  did  Patricia  wait  until 
moment  to  file  for  divorce?  Did 
settlement  make  her  the  repositor 
most  of  Brennan's  wealth?  We  d< 
know,  but  of  course  anything  is  p< 
ble.  Records  of  the  settlement 
conveniently  not  at  the  Monmc 
County,  N.J.  courthouse.  This  is 
the  first  time  that  Brennan-rel; 
documents  have  been  absent  or  1 
vanished. 

Patricia  is  the  second  Mrs.  Bi 
nan;  his  first  wife,  divorced  many  y 
ago,  committed  suicide  in  1992. 
second  Mrs.  Brennan — "ex"  no 
has  connections  with  Robert  Bren 
that  antedate  their  marriage. 

Her  brother,  Richard  Laus,  woi 
for  First  Jersey  and  its  phony-si 
clone  Hibbard  Brown  for  17  y 
and  is  now  registered  with  a  1 
Englewood,  Colo. -based  shop  c: 
Patterson  Travis.  Her  sister  mar 
Anthony  Nadino,  once  head  trad  I 
First  Jersey  and  later  at  Hibl 
Brown;  Nadino  has  since  been  in< 
ed  in  New  Jersey  for  conspiracy 
securities  fraud. 

The  ex-Mrs.  Brennan  lives  lavi 
on  the  ocean  in  Sea  Girt,  N.J.,  an 
currently  expanding  the  Atk 
Club,  the  coastal  Jersey  health-; 
racket  club  given  to  her  as  a  gift  by 
ex-husband. 

Has  the  SEC  really  stopped  this 
who  has  picked  American  poc 
for  hundreds  of  millions  of 
lars  over  several  decades? 
hopes,  but  meanwhile  the  bu 
shops  with  Robert  Brennan  < 
nections  continue  to  do  tl 
ness.  Former  top  First  J< 
deputies  now  run  branch  of 
of   L.C.    Wegard    (Oct. 
1994);  Dickinson  &  Co.  (< 
30);    dmg     Securities; 
Rickel  &  Associates,  am 
others. 

Forbes  ■  July  17, . 
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iman  Marcus 


Gold  and  stainless  Steel 
Water  resistant  to  90  ft 


cJarsijal 

by 


RAYMOND  WEIL 

GENEVE 


For  a  brochure  write  to:  Raymond  Weil,  Dept  AD,  587  Fifth  Avenue.  New  York,  N.Y.  1  001  7 


NORDSTROM 


18006958000 


9962GGR 


Csidelio 


1  8  K  Gold  Plated  Case  and  Brace  I 
Water  Resistant  to  90  ft..  Mineral  Cr  ■ 
Dials  set  with  Hand  Applied  Roman  Nij 
Hidden  Expansion  Clasp 


Cyrecision  movements 

RAYMOND  WEIL 
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The  pressure  on  Americans  to  give  up  unlimited  choice 
of  doctors  and  join  health  maintenance  organizations  is 
growing.  Now  it's  the  turn  of  pensioners. 


May  we 
suggest 


By  Janet  Novack 

VIarshall  Boucher,  a  66-year-old 
etired  sales  manager  from  Seffher, 
<la.,  hadn't  considered  receiving  his 
vledicare  benefits  through  a  health 

aintenance  organization.  Then  his 
mployer  of  30  years,  Union  Carbide 

orp.,  suggested  he  give  it  a  look.  On 
an.  1  Boucher  became  a  member  of 
n  HMO,  saving  $52.50  a  month  over 
'hat  he  had  paid  for  the  company's 
revious  medical  plan  and  saving  a 
ke  amount  for  his  old  company. 

"If  the  government  alone  had  ap- 


proved the  HMO,  it  would  scare  me  to 
death,"  says  Boucher.  Carbide's  en- 
dorsement carried  this  reassuring  fea- 
ture: It  promised  he  could  always 
move  back  into  the  company's  old 
medical  plan.  While  politicians  debate 
moving  older  people  into  managed 
care,  employers  are  well  ahead  of  the 
legislators. 

In  a  way,  you  can  thank  the  Finan- 
cial Accounting  Standards  Board.  Be- 
ginning in  1993  FASB  forced  compa- 
nies to  book  the  cost  of  postretire- 


ment  medical  benefits  as  workers 
earned  them.  Many  companies  limit- 
ed the  hit  by  forcing  future  and  some- 
times current  retirees  to  pay  more  of 
their  own  premiums.  They  also  cast 
about  for  ways  to  reduce  the  cost  of 
providing  supplemental  medical 
benefits  to  retirees.  In  1994,  17%  of 
large  employers  offered  their  retirees 
Medicare  HMOs,  up  from  7%  the  year 
before,  according  to  a  survey  by  bene- 
fits consultant  Foster  Higgins.  The 
number  is  growing  fast. 

"Employers  are  going  to  move 
much  more  quickly  and  aggressively 
into  managed  care  for  the  post-65s 
than  is  Washington,"  predicts  James 
Bronson,  director  of  employee  bene- 
fits at  Sears,  Roebuck  &  Co.,  which  is 
spending  about  $60  million  this  year 
on  health  coverage  for  80,000  Medi- 
care eligible  retirees.  Sears  has  just 
started  offering  Medicare  HMOs  to 
retirees  in  Arizona,  southern  Califor- 
nia and  southern  Florida  and  expects 
to  offer  them  in  25  other  locations  by 
the  end  of  1996. 

To  do  that,  Sears,  Union  Carbide 
and  about  65  other  companies  are 
backing  an  effort  by  benefits  consul- 
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Florida  retiree 
and  avid  swimmer 
Marshall  Boucher 
He  joined  a 
Medicare  HMO 
after  his  former 
employer,  Union 
Carbide  Corp.,  sug- 
gested it.  "If  the 
government  alone 
had  approved 
the  HMO,  it  would 
scare  me  to 
death,"  he  says. 
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There's  more  to  the  Maz 


Mazda  presents  a  new  take  on  the 
old  idea  of  getting  what  you  pay 
for.  The  Mazda  Millenia.  A  luxury 
sedan  designed  to  compete  with 
brands  like  Mercedes,  BMW  and 
Lexus,  albeit  a  bit  unfairly.  Because 
the  Millenia  isn't  sold  by  a  separate 
luxury  division.  It's  sold  by  Mazda. 
Without  the  luxury  overhead  and 
without  the  luxury  markup.  So 
more  of  what  you  spend 
goes  into  what  you  drive. 


TEACHING 
MERCEDES  ABOUT 
PRECISION 

Unlike  other  luxury 


• 


And  the  passenger  cabin  is  so  solid,  I  EAl/ 

;  (CD 
it's  quieter  than  the  Mercedes'  as  well.', 

PASSING  BMW  AND 

GETTING  BETTER  MILEAGE       „ 

To  power  the  Millenia  S,  Mazda  produce    • 
the  revolutionary  Miller-cycle  engine. 
This  unique,  high-output 
V6  is  up  to  80%  more 
powerful 


cars,  the  sides  of  the 
Millenia  are  stamped 
from  singk  pieces,  not 

welded  frol&tsmaller  ones .  than  ordinary  engines  of  comparable  sizi  l]Mi 

The  result  is  a{  frso  precise,  body  And  though  it  makes  the  Millenia  S  fasti]  % 

n/)  tighter  than  from  0  to  60  than  the  V8 -powered  BM\  \ 

ft,  530i,  it  actually  burns  less  fuel*         hjj« 


on  a  Mercedes 


Competitive  claims  based  on  results  of  testfe^pnducted  by  Automotive  Marketing  Consultants,  Inc.,  and  certified  by  the  United  Sta 
Auto  Club.  Models  tested  with  automatic  transmission.  'Millenia  S  EPA  estimated  28  mpg  highway/20  mpg  city.  "Available  on  most  cok'l 


Menia  than  meets  the  wallet. 


AUTY  BEING  SKIN 
SEP,  IT  PAYS  TO  HAVE 
HICK  SKIN 

iturally,  Mazda  wanted  the  Millenia 
surpass  its  rivals  in  appearance.  So  the 
dusive  "high  reflex"  paint  process  was 


anted  to  rotate  the  car  as  it  dries, 
Ating  in  decadently  thick  coats  of 
fit  and  a  finish  so  deep,  it  looks  as 
\igh  you  could  dip  your  finger  into  it* 


SAFETY,  AHEAD  OF  SCHEDULE 

Mazda's  innovations  didn't  stop  with 
luxury.  The  Millenia  meets  global  safety 
requirements  through  1997.  With  anti- 
lock  brakes,  dual  air  bags  and  front-wheel 
drive  for  better  traction  on  snow  and  ice. 
Special  cross  members  in  the  frame 
transfer  and  disperse  the  energy  of  impact 
so  that,  in  an  accident,  even  the  side  that 
isn't  hit  helps  protect  you.  For  everyday 
peace  of  mind,  the  Millenia 
comes  with  a  36-month/ 
50,000-mile  warranty 
and  24-hour  Emergency 
Roadside  Assistance.' 

9    I  The  Mazda  Millenia. 

Starting  at  just  $27, 3251' 
one  place  we're  sure  you 
won't  mind  settling  for  less.  For  a  free 
brochure,  call  1-800-639-1000. 

It  Just  Feels  Right 


-ina  S  shown.  F 


ladside  Assistance  programs.  f;fS27.,'325  MSRP  lor  Millenia  with  cloth  trim.  $33, 39b  MS  HP 
ons,  dealer  charges  extra.  Actual  prices, set  by  dealer.  ©  I'm  Mu/da  Motor  of  America,  trie 


Americans  are  eating  more  beef  for  a  simple  reason: 
It  became  cheaper. 

The  Adam  Smith 
factor 


By  Marcia  Berss 


Cattle  on  the  range  in  Colorado 

Can  the  beef  people  learn  a  lesson  or  two  from  the  chicken  people? 


Americans'  per  capita  consumption 
of  beef  peaked  at  79  pounds  in  1985 
and  slid  every  year  until  1993.  But  last 
year  consumption  suddenly  rose  near- 
ly 4%,  to  67  pounds,  and  will  rise  again 
this  year  to  al  our  68  pounds. 

Are  Americ ;  .  becoming  big  eaters 
of  red  meat  aj.  tin?  Not  necessarily. 
Consumption  is  i  for  a  simple  rea- 
son. Prices  have  ur>pped.  In  1993 
ranchers  were  getting  $76  per  hun- 
dred pounds  for  choice  fed  steer.  To- 
day they're  getting  about  $70  per 


hundred  pounds,  as  a  projected  rec- 
ord 25  billion  pounds  of  beef  comes 
to  market.  These  low  on-the-hoof 
prices  have  been  passed  to  consumers. 
When  prices  are  adjusted  for  inflation, 
beef  is  selling  at  a  record  low,  8% 
below  1989  prices.  Low-priced  cuts 
like  100%  ground  chuck  sell  for  $1 .86 
a  pound,  not  much  more  than  the 
$1 .45  a  pound  for  chicken  broilers. 

With  prices  low,  however,  ranchers 
are  already  cutting  back  their  herds. 
Since  it  takes  about  two  years  for  an 


animal  to  come  to  market,  the  lc 
prices  will  persist  to  1997.  After  tl  J 
look  for  prices  to  rise  again  and  co 
sumers  to  turn  to  cheaper  foods. 

Can  beef  free  itself  from  bonda 
to  price  cycles?  It  could  if  beef  pi 
ducers  were  to  take  a  lesson  frc 
chicken  farmers.  In  1992  chicken  u 
seated  beef  as  America's  favorite  ce 
ter-of-the-plate  protein.  Health  wc 
ries  about  red  meat  played  only 
minor  role  in  the  victory.  Much  mc 
important  is  that  chicken  processc 
have  cut  their  costs  by  vertically  ini 
grating,  owning  the  animal  from  bii 
through  processing.  This  enabl 
them  to  develop  a  genetically  cons 
tent  animal  of  uniform  size.  Whi 
can  be  processed  with  automat 
equipment  and  turned  into  vah 
added  and  branded  products  li 
McDonald's  Chicken  McNugg*. 
and  Kentucky  Fried  Chicken's  Rot 
serie  Gold. 

To  supply  McDonald's  with  Chic 
en  McNuggets,  Tyson  Foods,  In 
the  nation's  largest  chicken  produc. 
raises  chickens  specifically  bred  1 
restaurant  uses,  cuts  them  ir 
McNugget  size,  breads  and  seasc 
the  meat  and  even  precooks  it  befc 
delivering  the  McNuggets 
McDonald's.  All  the  retailer  has  to  | 
is  heat  and  serve.  Drawls  Don  Tysc 
chief  of  $5.1  billion  (revenues)  Tys' 
Foods:  "The  cattle  boys,  all  they  t;j 
about  is,  'I'm  going  to  kill  [catt 
cheaper.'  Chicken  guys  talk  abo 
products." 

In  beef,  by  contrast,  processi 
have  little  control  over  the  size  or  cc 
of  their  raw  material.  IBP,  the  natio 
largest  ($12.1  billion  sales)  me 
packer,  buys  its  cattle  from  indepc 
dent  ranchers  or  feedlots,  which  < 
liver  cattle  of  greatly  varying  sizes  a 
shapes. 

The  variability  in  animal  size  met' 
packers  can't  automate  the  first  ci 
cass  cut.  A  recent  study  by  the  Natic 
al  Cattlemen's  Association  conclud 
that  more  cooperation  between  t 
ranchers  and  the  processors  coi 
help:  It  would  cut  the  beef  industr 
costs  by  over  $200  per  animal  slaug 
tered — or  over  $7  billion  a  year  for  t 
beef  industry  as  a  whole. 

Such  cooperation  seems  foreign 
the  fiercely  independent  people  w  J 
raise  beef.  Recently  cattlemen  in  >'| 
braska,  the  second-biggest  cattle-rc 
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IDS  FINEST  GRAIN  COLOR.  WORLD'S  FASTEST  DIGITAL  COLOR  COPIERS. 

Soar  above  the  crowd  with  one  of  Ricoh,  ^^Z^T^^^ 
_  The  world's  smallest  toner  partioles  deliver  the  ^»°^££L,  All  in  the  same 
Faster  than  ever.  The  world's  fastest te  »™  Il««»lM 
foil  line  of  digital  color  copiers.  This  ™ans  unmatchad  per 
formance  and  unprecedented  productivity.  It  also  means 
R  coh  now  leads  the  world  in  digital  color xopier  techno^y. 
So  show  off  a  little.  Get  noticed.  Call  us  at  1-800-63RIC0H. 


@  1995  Ricoh  Corporation 
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Investor's  Business  Daily 

FREE  FOR  2  WEEKS!! 

Just  call  the  toll-free  number  listed  below  and  you'll  receive 
2  weeks  (10  issues)  of  Investor's  Business  Daily  ABSOLUTELY 
FREE  ...  no  strings  attached.  Plus,  you'll  also  receive  a  FREE 
audio  tape,  "100  Ways  to  Improve  Your  Investment  Results." 

Investor's  Business  Daily  gives  you... 


•  The  Hew  America 

•  News  For  You 

•  The  Economy 

•  Computers  &  Automation 

•  Leaders  &  Success 

•  Executive  Update 


?  800-453-5757 

24  hours  a  day,  7  days  a  week! 
Investors  Business  Daily 

12655  Beatrice  Street,  Los  Angeles,  CA  90066 

Subscribers  within  the  last  4  months  not  eligible. 
Offer  expires  12/95  and  good  only  in  the  U.S. 


•  Smart  Stock  Tables 

•  Expanded  Bond  Tables 

•  Company  Earnings 

•  "Stocks  In  The  Mews" 

•  Mutual  Fund  Coverage 


FREE  WITH 
YOUR  ORDER! 


STEAL 
CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convirt 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and       k 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
•Micro-Miniature  TV-Cameras  •Mini  TV-Cameras  •  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  •Smoke 
Detector  TV-Cameras  •Clock  TV-Cameras  •Picture  TV-Cameras 
•Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
•960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ^Multiplexers  •Monitors  •Camera  Switchers 

•Pan-Tilts  •Phone-Line  Video  Transmission  and  Reception  Systems 
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AW  CCTV  Corp. 

60  East    2nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (212      83-1820  Fax  (212)-983-1654 

1-800  -396-CCTV 


Beef 

ing  state,  asked  Senator  Bob  Kerr 
(D-Nebr.)  for  an  antitrust  investig 
tion  into  the  packers  (the  top  thr 
control  about  70%  of  the  markei 
Kerrey  brought  Anne  Bingaman,  A 
sistant  Attorney  General  for  antitru 
to  a  cattlemen's  meeting  in  May. 

Such  intra-industry  feuding  mak 
for  low  profitability.  Over  the  p; 
decade  ibp's  net  profit  margins  ha 
lurched  between  0%  and  1.5%.  1 
comparison,  Tyson  Foods'  margi 
have  remained  steady  over  the  peric 
at  around  4%;  Wall  Street  typica 
values  the  chicken  processor  at  abo 
16  to  18  times  earnings.  IBP  curren 
trades  at  9  times  earnings. 

In  the  rare  instances  where  cat 
ranchers,  packers  and  retailers  ha 

"The  cattle  boys,  all  they  talll 
about  is,  Tin  going  to  kill 
[cattle]  cheaper.' 
Chicken  guys  talk 
about  products." 


cooperated  with  one  another,  the 
suits  have  been  promising.  Arize 
meatpacker  Sun  Land  Beef,  for  exa:i 
pie,  has  developed  a  beef  line  concc 
trated  on  a  single  breed  (male  HI 
steins)  raised  with  a  specified  fe< 
This  produces  a  more  consistent,  uu 
form  animal  and  lowers  processi 
costs.  Sun  Land  developed  the  1 
under  prodding  from  Ralphs,  1 
$2.7  billion  (sales)  California  groo 
chain.  Charles  Bergh,  Ralphs  gro 
vice  president  for  perishables,  repc 
that  while  overall  sales  were  down 
his  stores,  comparable  store  beef  sa 
were  up  7.5%. 

But  Sun  Land  is  the  exceptu 
Excel  Corp.,  which  is  a  subsidiary 
grain  gfant  Cargill  and  is  the  natio 
number  three  meatpacker,  intt 
duced  branded  beef  in  grocery  rn 
cases  in  the  late  1980s,  only  to  pull 
product  when  faced  with  huge  adv 
tising  outlays.  Savvy  markf 
ConAgra,  the  number  two  pad 
yanked  its  Healthy  Choice  Extra  L 
Ground  Beef  last  year  after  a  thr 
year  effort  was  frustrated  by  uni< 
ized  grocery  store  butchers  who  < 
jected  to  prepackaged  beef. 

And  so,  beefs  recovery  looks  to 
short-lived. 
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TO  FIND  THE 
BEST  PLACE  ON  EARTH 


TO  DO  BUSINESS 
INVEST  320. 
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Imagine  doing  business  where 
iyou  can  find  all  the  suppliers,  vendors, 
wholesalers,  bankers  you  need  and  more  customers 
than  you  ever  dreamed  possible. That's  what  it's  like 
to  have  a  business  in  New  York. 

Con  Edison  is  making  it  easier  than  ever  to 
start,  relocate  or  expand  your  business  in  New 
York  City  or  Westchester  County.  We're  offering 
reduced  energy  rates  and  rebates  for  installing 
energy-efficient  equipment.  Con  Edison  will  help 
you  find  a  suitable  location  and  inform  you  of  all  the 
n  uu  different  forms  of  assistance  available  from  local 
who  and  state  governments. 

nvest  320  and  mail  in  the  coupon,  or  call  (212) 
460-4000  and  you'll  receive  a  free  video  tape  and 
invaluable  information  that  shows  why. .New  York  is 
the  best  place  on  earth  to  do  business. 
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Yes,  I  want  to  learn  more  about  the  surprising  >' 
business  opportunities  in  New  York  City  and  5 
Westchester  County.  Please  send  me  the  tape.£ 

Name 


Company. 

Address 

City 


.State. 


.Zip. 


Phone  (_ 


_)_ 


Send  to: 

CON  EDISON  ECONOMIC  DEVELOPMENT 
P.O.  BOX  900,  NEW  YORK,  NY  10003 
I I 


Rockwell  International  is  a  hard  company  to  define.  It 
makes  truck  axles,  printing  presses  and  aircraft  parts. 
But  this  is  no  ordinary  conglomerate:  It  does  all  of  these 
things  extremely  well. 


New-tech, 
old-tech 


By  Seth  Lubove 


Rockwell  Chairman  and  Chief  Executive  Donald  Beall 

Bringing  new  focus  to  "the  most  ill-conceived  company  ever  conceived." 


Rockwell  International  Corp.'s 
revenues  have  remained  virtually  flat 
since  the  mid-1980s — and  that's 
quite  an  accomplishment.  It's  an  ac- 
complishment because  until  recently 
Rockwell  counted  on  defense  and 
aerospace  for  the  biggcsv  part  of  its 
business.  Since  1986,  tl:  company 
has  lost  $4  billion  in  g>.  ernment 
business  but  has  replaced  it  ith  $4 
billion  in  commercial  business.  That's 
impressive.  From  over  60%  of  sales 
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government  business  is  down  to  a 
litde  less  than  30%. 

What's  equally  impressive  is  the 
way  the  transformation  was  financed. 
In  the  past  10  years,  Rockwell  has 
made  43  acquisitions,  including  Al- 
len-Bradley, Swiss- based  Sprecher  + 
Schuh  and  most  recently  Reliance 
Electric  Co.  Yet  these  acquisitions 
were  made  without  any  dilution  of 
shareholders'  equity  and  without  an 
appreciable  bulge  in  the  company's 


debt    ratio.    Thanks    to    buybacll 
Rockwell    has    actually   reduced 
common    shares    outstanding    fro  I 
well  over  300  million  to  just  2 
million. 

Based  in  Seal  Beach,  Calif,  Roc 
well  grossed  a  little  over  $11  billi< 
last  year,  divided  roughly  as  follov 
48%  from  electronics  and  industr 
automation;  26%  from  automoti 
components;  20%  from  aerospat 
and  6%  from  printing  presses.  T 
company  has  remained  nicely  prof 
able  during  its  turbulent  transforn 
tion,  with  earnings  per  share  risi. 
modestly  even  when  overall  revent 
were  stagnant. 

There  is  only  one  fly  in  this  oil 
ment.  Rockwell  is  a  conglomera 
and  conglomerate  is  a  dirty  wo 
these  days.  There  isn't  a  lot  in  cor 
mon  among  space  rocket  engin 
printing  presses,  truck  axles,  semicc 
ductors  and  aircraft  parts.  The  sto 
market  prices  Rockwell  shares  at 
times  earnings  in  a  19.5  price/eai 
ings  market.  There  are  some  wi 
think  Rockwell  might  get  better  nv 
tiples  if  it  were  broken  up. 

Donald  Beall,  a  56-year-< 
M.B.A.  and  California  native  w 
became  chief  executive  in  1988, 
determined  to  prove  them  wrong, 
he  sees  it,  his  major  task  now  is  l 
show  that  his  collection  of  top-not 
businesses  work  better  together  th1 
they  could  separately  and  that,  cc 
glomerate  or  not,  Rockwell  wo: 
better  as  an  organic  whole  than  a 
bunch  of  independent  companies, 
the  heart  of  Beall's  strategy  is  this 
number  of  Rockwell's  companies  ; 
traditional  metal-benders,  compan 
that  bend,  weld  and  fuse  metals  ir 
components  for  cars,  trucks  and  i 
craft  fuselages;  others,  like  teleco 
munications  and  industrial  auton 
tion,  are  at  the  forefront  of  techn 
ogy.  By  using  the  new  technology 
fertilize  the  old,  Beall  hopes  to  ere. 
new  products  for  his  metal-bend 
and  to  keep  their  existing  produ 
current  in  the  digital  age. 

As  if  to  demonstrate  that  this  is  a 
more  than  an  aerospace  compa 
Beall  has  relegated  the  model  airci 
and  rockets  in  his  Seal  Beach,  Ca 
office  to  the  top  of  his  bookshelf,  a 
instead  displays  examples  of  conte 
porary  art  produced  by  his  son  Jeff 
Beall,  a  professional  artist. 

Forbes  ■  July  17,  IS 
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Chris  DiMarco 


«»s  Creek  Apparel  Inc.,  ASubsid.ary  Of  RussellCorp 


Fred  Funk 


Made  in  uhc  USA 


Register  For  A  Chance 
To  Win  A  Trip  To  Play 
A  Cross  Creek  Pro. 

If  you're  passionate  about  golf, 
maybe  you  should  see  a  Cross  Creek 
professional.  Call  and  register  for  a 
chance  to  win  an  expense-paid  trip 
to  play  with  one  of  our  pros.  Each  call 
is  a  separate  entry,  so  call  as  often  as 
you  like. 

Imagine  teeing  off  with  a  PGA 
touring  pro.  Or,  if  you  win  second  prize, 
you'll  brush  up  your  game  at  a  4-day 
3-night  expense-paid  trip  to  a  Golf 
Digest  School. 

And  whether  or  not  you  win  a 
trip,  you'll  always  have  winning  style  in 
a  full-cut,  100%  cotton  Cross  Creek 
shirt.  So  give  in  to  your  obsession  for 
golf.  And  seek  professional  help,  from 
Cross  Creek. 

1-900-93-ENTER 

Cost  of  call:  $0.99.  Touch  tone  phone  required. 

A  portion  of  the  proceeds  will  be  donated  to  Junior  Golf 
fin    I'        i    hi. 


CrossCreek8 

Pro  Collection 


The  Exceptional  Shirt 


Rockwell  International 

With  less  than  30%  of  its  business 
now  with  the  U.S.  government, 
Rockwell  is  anxious  to  dispel  the  im- 
pression that  it  is  predominately  an 
aerospace  business.  Rockwell's  tech- 
nology has  already  put  it  well  ahead  in 
a  number  of  businesses.  For  example: 

Most  Japanese  fax  machines  use 
Rockwell  chips,  giving  its  telecom- 
munications division  80%  of  the  mar- 
ket for  fax  and  modem  chips. 

Two  out  of  every  three  U.S.  daily 
newspapers  are  printed  on  Rockwell's 
Goss  presses. 

Two-thirds  of  the  new  trucks  built 
in  North  America  ride  on 
Rockwell  axles. 

Quite  a  collection. 
Though  few  of  them  make 
any  consumer  end  prod- 
ucts, many  a  famed  industri- 
al name  is  on  the  Rockwell 
roster  of  companies.  Way 
back  in  1953  the  great  in- 
dustrialist Colonel  Willard 
Rockwell  merged  Wiscon- 
sin Parts,  Timken  Detroit 
and  Standard  Steel  & 
Spring  to  create  a  major 
auto-parts  manufacturer. 

Seeking  diversification 
beyond  aerospace  and  defense,  in 
1967  North  American  Aviation 
merged  with  the  Rockwell  industrial 
conglomerate.  As  the  years  passed 
many  other  famous  names  were  add- 
ed: Goss  Printing  Press  Co.,  Collins 
Radio  Co.,  Allen-Bradley.  But  for 
years  the  company's  chief  fame  was  in 
aerospace:  70%  of  all  U.S.  space  flights 
have  been  powered  by  engines  from 
Rockwell's  Rocketdyne  division.  Ev- 
ery astronaut  who  walked  on  the 
moon  got  there  in  an  Apollo  space 
capsule  built  by  Rockwell's  North 
American  aviation  division. 

Beall's  predecessor,  Robert  Ander- 
son, once  described  the  sprawling 
company  as  "the  most  ill-conceived 
company  ever  conceived."  And  yet, 
unlike  many  similar  conglomerates, 
this  one  has  avoided  stifling  its  com- 
ponent companies.  The  courtly,  sil- 
ver-haired Beall  has  systematically  set 
about  the  delicate  task  of  getting  the 
businesses  to  work  together  more 
closely  without  giving  up  the  autono- 
my that  has  served  them  s     \  ell. 

The  increasing  coordi'  ition  is 
most  evident  in  Rockwell's  fast  grow- 
ing auto  and  truck  component  divi- 


60 


sions.  These  companies  "heat  and 
beat"  metal  into  clutches,  axles  and 
brakes — in  the  words  of  executive  vice 
president  and  chief  operating  officer 
Kent  Black,  an  electrical  engineer 
who  oversees  the  avionics,  aerospace 
and  graphics  divisions.  But  today  it 
has  become  heat,  beat  and  digitize. 
The  vehicle  divisions  are  selling  not 
just  metal  but  also  electronic  car  com- 
ponents, including  autonavigation 
devices  and  power  window  regulators 
that  retract  if  you  forget  to  pull  in  your 
hand.  In  each  case  the  newer  products 
were  produced  through  cooperation 


PathMasterauto 
navigation  system 
Even  the  most 
bumbling  driver 
can  avoid 
getting  lost  in 
a  strange  city. 


of  high-tech  Rockwell  with  old-tech 
Rockwell. 

Rockwell's  two-year-old  automo- 
tive electronics  division  is  known  in- 
ternally as  a  "virtual  organization" 
because  it  has  no  plants  of  its  own.  Its 
mission  is  to  cruise  Rockwell's  higher- 
tech  divisions  for  products  and  pro- 
cesses that  can  be  produced  by  the 
metal-bending  side  of  the  business. 

This  outfit  helped  reengineer  mili- 
tary handheld  global  positioning  de- 
vices so  that  they  could  be  turned  into 
a  mass-market  product.  These  gad- 
gets, which  navigate  using  satellite 
signals,  cost  $50,000  each  when  they 
are  made  for  the  military.  For  the 
consumer  market  the  price  is  down  to 
around  $500  (Rockwell  supplies  the 
"brains"  for  such  devices,  not  the  off- 
the-shelf  product).  This  stunning  cost 
reduction  was  brought  about  by  re- 
ducing circuitry  size  and  increasing 
production  volume. 

Thus  the  military  positioning  de- 
vice has  evolved  into  the  PathMaster 
navigation  system  for  cars,  available 
now  as  a  $2,000  option  on  the  Olds- 
mobile  88  series.  With  a  PathMaster, 
even  the  most  bumbling  driver  can 


avoid  getting  lost  and  can  even  fin 
the  closest  cash  machine  or  fast-foo 
joint  for  that  $2,000.  Converting  tf 
military  product  to  the  automobi 
accessory  involved  coordinatic 
among  several  Rockwell  units. 

The  satellite  receiver  semicondui 

tor  comes  from  the  MicroelectronL 

Technology  Center  in  Newbury  Par 

Calif.   The   digital   signal   process< 

comes  from  the  Digital  Communic 

tions   Division   in   Newport   Beac 

Calif.    The    microprocessor    com 

from  the  Collins  avionics  division 

Cedar  Rapids,  Iowa.  Design  for  ti 

satellite  receiver  was  doi 

at  the  commercial  glob 

positioning  system  unit 

Dallas.   Other  PathMast 

components  were  designc 

by  the  auto  electronics  di\ 

sion  in  Troy,  Mich.  Finall 

the  whole  thing  is  put  t< 

gether  in  the  telecommur 

cations  division's  manufa 

turing  facility  in  El  Pas 

Tex. 

Once  installed,  the  gi 

mo  receives  its  signals  fro 

satellites  made  by  the  spa 

systems  division  in  Do1' 

ney,  Calif.  A  blip,  bounced  off  t 

satellite,  calculates  location  based  < 

the  time  it  takes  the  signal  to  travel 

Rockwell  expects  GPS  units  like  t 

PathMaster    to    have    double-dit 

growth  and  become  common  car  o 

tions  within  the  next  five  years, 

prices  comes  down  and  services  li 

real-time  traffic  information  are  ad 

ed.  Already,  all  the  major  car  man 

facturers  and  rental  car  companies  i 

looking  at  offering  the  systems. 

"High  technology  is  coming  to  t 
transportation  industry,"  says  Roc 
well's  Jeff  Brady.  "We're  going 
attack  that  as  a  corporation."  Brady 
vice  president  of  transportation  st 
terns  and  strategic  management 
Rockwell's  Autonetics  Electro 
Systems  division.  This  division  v 
once  wholly  devoted  to  military  a 
space.  Today  it  produces  somethi 
called  Fleetmaster,  which  alio 
trucking  companies  to  track  th 
fleets.  Brady's  transportation  gro 
does  the  systems  integration  but  re) 
on  the  Newport  Beach  telecommu 
cations  division  for  electronics  exp 
tise.  The  product  itself  is  built 
telecommunications'  El  Paso  pla 
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People  who  know  antiques  know  that  fine  furnishings  represent  more  than  a  place  to  sit.  j 
I  investment,  and  deserve  to  he  protected  that  way.  As  one  of  the  world's  foremost  insurers  of  antiques 
LI  valuable  furnishings,  Chubb  has  a  policy  that  can  protect  your  fine  works  at  their  full  value.  When 
Li  consider  what  your  prized  possessions  are  worth,  selecting  insurance  from  Chubb  is  the  most  impor- 
ht  acquisition  you  can  make.  For  a  complimentary  video  about  protecting  your  collection,  contact 
ir  independent  agent  or  broker,  or  call  Chubb  at  1-800-CHUBB  08. 


>ure  your  world  with  Chubb 


>mi  >l  i<  mal  putposes,  Chubb  refers  to  member  insurers  of  the  Chubb  Group  of  Insurance  Companies  underwriting  covebage. 
ease  coverage  offered  is  subject  to  the  terms,  conditions  and  exclusions  of  the  policies  as  issued.  Coverage  may  not  be  available 
unsanctions.  Chubb  Group  of  Insurance  Companies,  Bon  1615,  Warren,  NJ  07061-1615.  Photographed  at  Christie's,  New  York. 


CHUBB 


Rockwell  International 

Coming  from  defense,  Brady's  divi- 
sion turned  to  Allen-Bradley  and  the 
Collins  avionics  division  to  work  with 
commercial  distributors. 

The  synergy  is  working.  Goldman, 
Sachs  analyst  Howard  Rubel  expects 
Rockwell's  land  transportation  elec- 
tronics sales  to  grow  to  $200  million  a 
year  in  sales  within  the  next  few  years, 
from  $25  million  to  $50  million  now. 
That's  still  small  potatoes  for  a  com- 
pany Rockwell's  size,  but  the  mar- 
riage of  transportation  and  digital 
technology  is  still  in  its  early  stages. 

The  possibilities  of  collaboration 
between  high-tech  and  lower-tech 
Rockwell  are  almost  infinite.  Ten  years 

Rockwell  is  using  new 
technology  to  fertilize  the  old 
to  create  new  products. 


ago  the  electronic  content  of  a  Goss 
newspaper  press  was  only  10%  of  its 
value.  Now  it's  more  than  double  that, 
with  many  components  and  technology 
coming  from  Allen -Bradley  and  Rock- 
well's aerospace  divisions. 

Beall  this  year  pulled  off  yet  another 
merger — again  paying  cash  to  avoid 
equity  dilution.  He  bought  Reliance 
Electric,  a  maker  of  factory  motors 
and  drives,  for  $1 .6  billion.  He  want- 
ed it  to  combine  with  the  Allen- 
Bradley  factory  automation  business. 
With  Reliance  added  and  with  truck 
sales  booming,  Rockwell's  overall 
revenues  are  finally  rising  again.  Ana- 
lysts expect  revenues  to  finally  pierce 
the  $  1 1  billion  to  $  1 2  billion  level  and 
jump  to  $13.5  billion.  Goldman, 
Sachs'  Rubel  expects  earnings  to 
grow  19%,  to  $3.35  per  share,  this 
year,  compared  with  $2.82  in  1994. 

For  years  Beall  and  his  team  were 
doing  a  great  job,  but  the  results  were 
obscured  by  the  transformation  of  the 
business.  Beall  says:  "I  sat  here  a  long 
time  when  our  businesses  were 
changing  their  composition,  but  the 
top  line  was  pretty  static.  Underneath 
that  was  terrific  growth  in  communi- 
cations sales  a i  >  a  tremendous 
shrinking  in  govern:      nt  [business]." 

A  conglomerate?  iously.  But 

Rockwell  may  well  turn  out  to  be  that 
rare  conglomerate  where  1 1  i  whole  is 
worth  more — not  less — than  die  sum 
of  its  parts.  Ml 
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Will  CD-ROMs  replace  textbooks? 
More  likely  the  two 
businesses  will  merge. 

Reprieve 
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By  Damon  Darlin 

One  can  make  a  good  case  by  extrap- 
olation that  computer  software  will 
soon  kill  the  $2.2  billion  classroom 
textbook  business.  Spending  for  ink- 
on-paper  textbooks  has  declined 
about  7%  a  year  over  the  last  five  years 
(adjusted  for  inflation). 

As  textbooks  shrank,  computer  us- 
age grew.  Last  year  U.S.  elementary 
and  secondary  schools  spent  $420 
million  on  computer  software,  23% 
more  than  in  1993,  with  a  34%  gain 
likely  this  year.  Figure  it  out:  Software 
is  gaining  more  dollars  every  year  than 
printed  textbooks  are  losing. 

But  don't  jump  to  a  quick  conclu- 
sion: In  the  final  chapter  the  two 
industries — educational  software  and 
textbook  publishing — will  probably 
converge  rather  than  the  one  destroy- 
ing the  other. 

Visit    with    us    Robert    Birdsell's 


sixth-grade  class  in  San  Diego.  Tl 
kids  are  playing  with  an  experiment 
piece  of  software  called  Archaeotyj. 
which  simulates  an  archeological  di 
The  computer  reveals  artifacts  tl 
kids  must  identify.  The  kids  then  t 
to  identify  the  site. 

But  what's  that  alongside  the  cor 
puter?  Books.  The  students  are  usir 
stacks  of  books  to  look  up  all  kinds 
information  on  mythology,  potte 
and  the  Trojan  War.  "They've  bet 
searching  area  libraries  and  bringii 
books  into  class,"  says  Birdsell.  Rat 
er  than  replacing  books,  CD-ROMs  c, 
encourage  kids  to  use  them  more.  It 
sense  it  is  a  complementary  learniii 
tool,  not  a  substitute. 

Right  now  few  classrooms  a 
equipped  to  use  software,  and  schc 
boards,  burdened  with  wasteful  ovd 
head,    government    mandates    ai 


Robert  Birdsell  In  his  sixth-grade  class 

Sleek  computer  programs  whet  the  appetite  for  books. 
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Da  Vinci®  by  IWC 
dies'  and  gentlemen's 


eed  carefully  before 
i  the  knot. 


$7,995.-18  ct.  yellow  gold  with  leather  strap 
$3,500.-stainless  steel  with  leather  strap 

One  glance  at  the  Da  Vinci  and  you  are  cap- 
tivated. Its  appearance  promises  inner  quali- 
ties sought  in  a  companion  for  a  lifetime. 
The  object  of  your  admiration  comes  from 
a  distinguished  family  with  a  tradition 
of  watch-making  accomplishment.  The 
Da  Vinci  is  hard  to  resist. 
The  gentlemen's  model  is  not  without  its 
complications.  The  automatic  Da  Vinci  chro- 
nograph with  its  perpetual  calendar  and 
moon  phase  display  is  one  of  the  most  com- 
plex mechanical  wristwatches  the  world 
has  ever  known. 


$24,500.-18  ct.  yellow  gold  with  leather  strap 
$19,500.-stainless  steel  with  leather  strap 

The  exquisite  ladies'  model  is  elegant  while 
insistent  on  precision.  The  chronograph 
measures  time  to  an  accuracy  of  l/4  second. 
The  watch  displays  the  minutes  and  hours, 
the  date,  and  for  the  sake  of  completeness  - 
the  current  phase  of  the  moon. 
We  suggest  that  you  waste  no  time  in  making 
personal  contact  with  one  of  the  Da  Vinci 
family  at  a  fine  jeweler  nearest  you.  Tying 
the  knot  will  be  a  passionately  uncompli- 
cated matter. 
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For  complete  catalog  please  call  (800)  432-9330 


LARGEST  INTERNATIONAL  NO-LOAD  MANAGER 


Diversify  Overseas 

T.  Rowe  Price  International  Stock  Fund — one  of  the  oldest  and  largest 
international  mutual  funds — can  be  an  ideal  way  to  diversify  your  portfo- 
lio. Adding  foreign  stocks  could  help  increase  your  long-term  returns  by 
providing  exposure  to  potentially  stronger-performing  foreign  markets. 
And  it  should  help  reduce  your  portfolios  overall  volatility,  because  foreign 
economies  tend  to  follow  different  cycles  than  the  U.S.  economy. 

In  fact,  the  fund  has  earned  a  four-star  (****)  rating  for  its  overall 
risk-adjusted  performance  from  Morningstar,  an  independent  publisher  of 
mutual  fund  ratings*  As  with  any  stock  fund,  there  will  be  pnce  fluctua- 
tion. International  investing  has  special  risks,  including  currency 
fluctuations.  $2,500  minimum  ($1,000  for  IRAs).  100%  no  load. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-7853 


Invest  With  Confidence 

TRoweRice 


G31 


*  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  5/31/95.  These 
ratings  may  change  monthly.  Ratings  are  calculated  from  the  fund's  3-,  5-.  and  10-year  average  annual 
returns  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor 
that  reflects  fund  performance  below  90-day  Treasury  bill  returns.  The  fund's  performance  was  rated 
among  1,2 15;  896;  and  460  equity  funds  for  the  3-.  5-,  and  10-year  periods  ended  5/31/95.  respec- 
tively. Ten  percent  of  funds  receive  5  stars  and  the  next  22. 5%  receive  four.  The  fund's  3-.  5-,  and 
10-year  ratings  are  3,  2,  and  5  stars,  respectively.  Past  performance  cannot  guarantee  future  results. 
Investment  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption 
than  at  original  purchase.  Request  a  prospectus  with  more  complete  information,  including  man- 
agement fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services,  Inc. ,  Distributor.  ISF027J  u 


As  the  world  becomes  smaller,  FORBES 
Area  Development  Gaide  helps  par 
business  community  became  latter. 


For  Details:  CafOnda  Loren,  (212)  620-2440 
Fax  (212)  620-2472 


Books  versus  software 

grasping  teachers  unions,  lack  tr 
necessary  funds.  Many  schools  ai 
equipped  only  with  old  ibms  and  A{ 
pie  lie's  that  can't  run  programs  lil 
Minnesota  Educational  Computin 
Corp.'s  history  and  geography  gan 
Oregon  Trail  II  So  scarce  are  clas 
room  CD-ROM  players  that  they  ave 
age  less  than  one  per  school  across  ri 
country. 

Most  classrooms  don't  have 
phone  jack  or  cable  hookup.  Withoi 
them  a  student  can't  talk  to  a  compu 
er  in  another  classroom,  or  tap  into  i 
those  databases  on  the  Internet, 
recent  study  by  the  Milken  Fami 
Foundation  calculates  it  would  tal 
$31.5  billion  in  additional  funds  i 
wire  schools,  buy  software,  tra 
teachers  and  put  four  to  six  compute 

It's  going  to  take  $31.5 
billion  to  wire  schools, 
train  teachers  and  put 
four  to  six  computers 
in  each  classroom. 


I 


% 


in  each  classroom  in  the  nation's  pu 
lie  schools.  Short  of  a  radical  restru 
turing  in  the  school  system,  it  is  hai, 
to  see  how  schools  are  going  to  p,  j 
that  much  from  increasingly  an 
taxpayers. 

For  the  short  run,  then,  the  bo< 
business  looks  safe  because  tl 
schools  aren't  equipped  for  mode 
technology.  Longer  range,  it  may  w 
be  that  CD-ROMs  and  textbooks  w 
supplement  one  another. 

At  any  rate,  five  large  states  a, 
poised  to  approve  and  acquire  no)  rolher  L 
texts.  In  just  the  22  states  where  i\ 
educational     bureaucracies     choo  f 
textbooks  for  the  schools — coverin 
58%  of  the  nation's  49  million  sti 
dents — orders    for   over   $6    billii 
worth  of  new  books  may  be  placed  I 
the  next  five  years. 

School  boards  have  to  start  buyii 
because,  after  years  of  postponii 
book  orders,  the  texts  are  so  outdat 
that  they  can  delay  no  longer.  T 
new  spending  should  reverse  the  l 
cent  declines  and  produce  10% 
more  annual  growth  through  19' 
for  K-through-12  textbook  publis 
ers.  This  buys  them  time  to  get  in  • 
the  long-term  growth  of  educatioi 

Forbes  ■  luly  17,  19' 
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The  inevitable  sequels. 
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HL-645M 

6ppm;  300dpi 
Apple®  Mac®  compatibility 


HL-660PS 

6ppm;  600dpi 
PostScript'"  Emulation 


HL-960 

12ppm;  600dpi 


HL-1260 

12ppm;  1200dpi  Class 


HL-660 

6ppm;  600dpi 


re  (  other  Laser  Printers  are  the  biggest  hits  in  the  business!  The  revolutionary  Straight  Paper  Path  found  in  all 
r  6  page  per  minute,  300  dpi  HL-600  and  600  dpi  HL-660  Series  laser  printers  represents  the  first  real  break- 
to  pugh  in  years.  It  virtually  eliminates  jams  and  wrinkles  and  even  makes  printing  your  envelopes  a  breeze.  And, 
your  more  demanding  network  and  high  volume  applications,  our  12  page  per  minute,  600  dpi  HL-1260  is  the 
lect  solution  on  all  counts.  Most  important,  you'll  find  this  type  of  solution-oriented  performance  and  incredible 
ue  on  all  our  models.  Because  unlike  the  movies,  our  printers  always  live  up  to  your  expectations 


We're  at  vour  side. 


BROTHER  INTERNATIONAL  CORPORATION  ■  200  Cottontail  Lane,  Somerset,  NJ  08875 

Apple  and  Mac  are  registered  trademarks  of  Apple  Computer,  Inc.   PostScript  is  a  registered  trademark  of  Adobe  Systems,  Inc. 


Books  versus  software 


Books'  value 

Company/business 


1994  sales     Market 
($mil)  cap 

($mil) 


Est 
1995  EPS 


Recent 
price 


Est  P/E      52-week 
high    low 


Davidson  &  Assoc/software 

$87.9 

$589.9 

$0.80 

34 

38 

36% 

l41/2 

Edmark/software 

11.6 

148.6 

0.65 

40% 

60 

401/4 

9% 

Learning  Co/software 

Minn  Ed  Computing/software 

38.7 

249.8 

0.78 

32% 

37 

33% 

11V4 

21.7 

168.7 

0.851 

32% 

34 

31V4 

m 

Houghton  Mifflin/textbooks 

483.1 

725.7 

3.15 

52% 

16 

52% 

36Vs 

Harcourt  General/textbooks 

3,150.0 

2,193.9 

2.25 

42V4 

18.4 

42% 

3l1/4 

Scholastic/textbooks 

631.6 

878.8 

2.30 

54% 

19.6 

58 

36 

'Estimate  for  1996. 

Sources:  L.H.  Alton  &  Co.;  Adams  Harkness  &  Hill;  company  reports. 

The  growth  of  educational  software  publishers  has  outpaced  textbook  publishers  in 
the  classroom  and  on  Wall  Street. 


software.  Most  publishers  missed  the 
initial  opportunity  to  develop  soft- 
ware, leaving  the  field  to  upstart  com- 
panies like  Edmark  Corp.,  Davidson 
&  Associates,  Minnesota  Educational 
Computing  Corp.  and  Learning  Co. 
Indeed,  textbook  publishers  are 
starting  to  catch  up  by  developing 
software  themselves  or  by  linking  up 
with  the  software  makers.  Houghton 


Mifflin  is  working  with  Minnesota 
Educational  Computing  on  a  soft- 
ware and  text  math  product  for  grade - 
schoolers.  Davidson  &  Associates 
brings  its  programming  knowhow 
and  Pearson's  Addison  Wesley  brings 
content  to  an  American  history  pro- 
gram on  CD-ROM  called  Vital  Links. 
Microsoft's  Consumer  Division  has 
tied  up  with  Scholastic  Corp.  to  pro- 


duce titles  like  The  Magic  School  B 
Explores  the  Human  Body,  an  anima 
ed  CD-ROM  ride  through  the  body  th 
is  based  on  one  volume  of  Scholastic 
"Magic  School  Bus"  series. 

Viacom's  Simon  &  Schuster  h 
been  assembling  one  of  the  most  c 
verse  educational  publishing  comp 
nies.  On  one  end  of  the  spectrum 
has  Computer  Curriculum  Corp., 
vendor  of  software  for  compute 
teaching  labs,  and  Education  Ma. 
agement  Group,  which  delivers  li' 
instructors  to  classrooms  via  tele\ 
sion.  Simon  &  Schuster  recently  i 
vested  $60  million  in  education 
software  publisher  Davidson  &  Ass^ 
ciates  to  develop  software  titles. 

Simon  &  Schuster  is  even  trollh 
its  sister  divisions — the  Paramou 
movie  studio  and  Nickelodeon,  Vi 
corn's  children's  cable  service — fi 
content  for  its  textbooks  and  educ 
tional  software. 

Will  the  title  characters  of  Viacom 
Ren  &Stimpy  show  up  soon  as  teac: 
ers  of  phonics?  "They  may,"  repli 
Ralph  Caulo,  president  of  Simon 
Schuster's  educational  divisio 
"They  may."  II 


fOU  CANT 
SHRINK 


to  greatness. 


sat  downsizing  as  an  end  in  itself  and  it  probably 

ke.  Aside  from  the  negative  effect  it  has  on  company 

le,  recent  research  has  shown  that,  over  the  long  term, 

companies  who  downsize  to  increase  shareholder 

|are  unsuccessful  in  their  quest. 

lercer  Management  Consulting,  we  believe  in  a  very 

:nt  kind  of  strategy.  It's  called  growth.  Call  us  radical, 

ie  plain  fact  is  that  shrinking  without  a  plan  for 

ph  is  like  training  hard  and  never  running  the  race. 

'th  generates  positive  momentum  and  creates  a 

red  sense  of  purpose. 


Mercer  is  dedicated  to  helping  companies  create  and 
implement  realistic  strategies  for  profitable  growth.  An 
approach  which  is  not  only  much  more  motivational  than 
shrinking,  but  is  also  proven  to  offer  the  highest  leverage  in 
creating  shareholder  value.  To  receive  Mercer's  commentary, 
Pathways  to  Growth,  or  to  see  the  proof,  call  Rob  Duboff, 
Director,  at  (617)  674-3355. 

MERCER 

Management  Consulting 

BASED  ON  REALITY. 
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Finally,  a  machine 

that  makes  everyone  on  eart 
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Silicon       Graphics 

Computer  Systems 


Think  of  what  you  could  do. 

With  such  a  machine,  you  would  have  complete  powers  of 
persuasion  at  your  fingertips. 

Whatever  you  could  imagine,  you  could  convey. 

Whatever  you  could  dream,  you  could  display. 

It's  the  power  of  visual  computing.  And  it's  available  right 
now.  from  Silicon  Graphics  Computer  Systems. 

For  over  a  decade,  we've  been  the  leader  in  visual  computing. 
Today,  we  offer  workstations,  servers  and  supercomputers  to 


businesses  throughout  the  world. 

From  manufacturing  to  marketing.  From  pharmaceuticals 
to  film.  From  engineering  to  education.  No  matter  what  business 

you're  in.  we  can  help  you  see  things  more  clearly. 

- 

Contact  us  at  1  800  450  6054.  Dept.  SB2.  or  visit  us  at 
our  World  Wide  Web  site,  http://www.sgi.com. 


You'll  see  what  we're  talking  about  in  no  time 


)  199S  Silicon  Graphics.  Inc  All  rights  reser 
raphics  i*  o  registered  trademark  and  ihe  * 
igo  and  see  whor,  possible  are  trademarks 
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Lenny  Florence  got  bounced  out  of  his  job  for  making 
too  many  acquisitions  too  quickly.  Now  he's  flush 
with  cash  again  and  back  on  the  acquisition  trail. 

Toilet  tissue  or 
for  coats— what's 
the  difference? 


By  John  R.  Hayes 

Few  people  who  know  him 
have  ever  faulted  Leonard 
Florence  for  lack  of  husde. 
The  son  of  a  Boston  milk- 
man, and  a  full-scholarship 
student  at  Boston  Universi- 
ty, Florence  started  a  com- 
pany to  make  silver  trays, 
bowls  and  tea  sets  28  years 
ago.  He  proceeded  to  roil 
the  staid  and  gentlemanly 
silver  business  by  introduc- 
ing aggressive,  no  -  holds - 
barred  merchandising. 

What  competitors  made 
in  sterling,  Lenny  made  in 
plate.  What  they  made  in 
plate,  he  made  in  even 
cheaper  plate.  He  knocked 
off  the  industry's  bestsell- 
ing  classic  pieces  and  ped- 
dled them  at  half  his  com- 
petitors' prices.  Salesmen  at 
Taunton,  Mass.'  Reed  & 
Barton  still  bristle  over  a 
$40  lotus  bowl  centerpiece 
that  sold  30,000  units  a  wmmm 
year  until  Florence  killed 
the  item  with  a  $15  copy. 

"There  were  no  patents  or  copy- 
rights," says  Florence,  not  the  slight- 
est bit  defensively.  "It  was  public 
domain." 

In  1978  Florence  merged  his  com- 
pany with  Towle  Manufacturing,  a 
pedigreed  silversmith  founded  in 
1690.  Installing  himself  as  chairman, 
he  used  aggressive  marketing  tech- 
niques to  move  Towle 's  products.  He 
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Silvermeister  Lenny  Florence  (right)  and  silent  butler  friend 
"I  was  let  go  wrongly,  and  I  had  to  go  out  and  prove  it. 


gave  away  microwave  ovens  with  large 
purchases;  later,  he  offered  lifetime 
guarantees  against  future  damage. 

Then,  in  1980,  the  Hunt  brothers 
tried  to  corner  the  silver  market,  and 
the  price  of  a  sterling  teaspoon  went 
from  about  $30  to  $200.  As  the 
sterling  silver  market  collapsed,  Flor- 
ence bought  more  companies,  with 
the  idea  of  pushing  more  products 
through  Towle's  distribution  pipe- 


lines. He  explains:  "We  wanted  t< 
take  the  tools  and  dies  we  were  mak 
ing  silver  with  and  make  brass  [for 
the  giftware  departments." 

By  1984  Towle  was  selling  35,001 
different  items.  When  a  wildcat  long 
shoremen's  strike  caused  the  compa 
ny  to  ship  late  for  Christmas  that  fal 
Florence  was  stuck  with  massive  re 
turns.  Huge  writeoffs  soon  followec 
By  November  1985  the  board  ha< 
forced  his  resignation;  a  few  month 
later  Towle  declared  Chapter  1 1 . 

Florence,  now  63,  still  fumes  at  th 
memory:  "In  my  humble  opinior 
Towle  would  not  have  gone  int 
bankruptcy  if  they  had  let  us  stay  th 
course.  When  you  sit  in  the  come 
office,  certainly  you  take  the  blame 
but  I  was  let  go  wrongly,  and  I  had  t 
go  out  and  prove  it." 

Florence    proved    it    b 

1"  |  starting  over.  He  raised  $ 
|  million  and  started  a  litti 
I  company  called  Syratec 
Corp.  Syratech  immediate 
ly  bought  two  moneylosin 
companies:  Wallace-Inte. 
national  Silversmiths  an 
Syroco,  the  latter  being 
plastic  injection  moldirj 
company  that  made  dec< 
rative  trim. 

"I  didn't  know  anythir: 
about  plastics,  but  you  ct 
hire  people  for  that,"  1 
says.  "Merchandising 
merchandising  and  packa; 
ing  is  packaging.  It  doesr 
matter  whether  you're  se. 
ing  toilet  tissue  or  f 
coats." 

Florence  moved  Syro<i 

into  plastic  resin  patio  fin 

niture,     quickly     winnii 

over  40%  of  a  growing  ma 

ket.  At  Wallace  he  movi 

headquarters  out  of  a  buil 

ing  he  derides  as  "a  count 

club,"  added  to  the  pro 

uct  line  and  moved  the  annual  sal 

meeting  from  Florida  to  the  comp 

ny's  offices  in  Boston.  Both  comp 

nies  were  profitable  within  a  year. 

As  Syratech  flourished,  Florena 
former  company,  Towle,  kept  lim   ^ 
ing   along — out  of  Chapter    11 
1987,  back  in  two  years  later. 

In  1990  Florence  pounced.  I 
paid  $20  million  in  cash  to  buy  Tov 
out  of  its  second  bankruptcy.  T\ 
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It  took  over  1000  years  to  complete. 
They  say  problems  getting  financing  held  things  up. 


Uur  point  is:  you  need  financial  solutions,  not  problems. 

USL  Capital  provides  a  diverse  range  of  commercial  financing  services. 

But  in  everything  we  do,  our  trademark  is  the  same:  skillfully  crafted  solutions, 

shaped  the  customer's  way,  delivered  with  unusual  speed. 

Precisely  why  we've  built  our  commercial  financing  company  around  extremely  capable  people. 

They're  experienced,  highly  knowledgeable,  empowered  to  make  decisions  —  and  accountable. 

Perhaps  it's  time  you  turned  to  us.  Our  financing  solutions  will  keep  things  moving. 


inicipal  and 
rate  Financing 

s  in  municipal  and 
iorate  securities, 
ancing  to  state 
>cal  governments. 
J)]   '00)  559-8088 

i  Capital  Corporation 


Fleet 
Services 

Lease  financing  and 

management  services 

for  commercial  fleets. 

(800)  393-8088 


Real  Estate 
Financing 

Intermediate- term, 

first  mortgage  loans 

on  income-producing 

properties. 

(800)  557-8088 


IfcL 

CAPITAL 


Business  Equipment 
Financing 

Financing  for  office, 

manufacturing  and 

other  equipment. 

(800)  938-8088 


Rail 
Services 

Rail  fleet  management. 

Operating  leases  to 

shippers  and  railroads. 

(800)  797-8088 


Transportation  and 
Industrial  Financing 

Finances  large-balance 

transportation  equipment 

and  industrial  facilities. 

(800)  599-8088 

/"    £&— "^""N    Ford  Financial 
KtS&FCCJ    Services Grouo 


If  you'd  like  to  hear  more  stories  about  our  founder,  drop  us  a  line. 

129  YEARS  AGO,  this  is  where  you'd  go  for 
a  sip  of  Tennessee  Whiskey. 

If  you  were  in  the  market  for  good  whiskey 
back  in  1866,  you'd  head  right  for  the  woods 
near  Lynchburg,  Tennessee.  Lay  your  money 
down  and  Jack  Newton  Daniel  himself 
would  hand  over  a  jug  of  his  best. 
Nowadays,  you  can  still  find 
Jack  Daniel's  in  the  hills  of 
Tennessee.  And,  we're  glad  to 
say,  it's  also  available  in  your 
neck  of  the  woods. 


SMOOTH    SIPPIN' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  4043%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 

Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361!.  Tennessee  37352 

Placed  in  the  National  Register  o/ Historic  Places  by  tne  United  States  Government. 


years  later  he  took  his  expanded  Syra 
tech  public  at  $17  a  share,  raising  $3 
million  for  26%  of  the  company.  La; 
year  Syratech  earned  $31  million  o 
sales  of  $242  million;  the  stoc 
recenriy  traded  on  the  New  Yor 
Stock  Exchange  at  $18.25  a  share 
Florence's  25%  stake  is  worth  $5 
million. 

In  April  Florence  decided  to  foci 
his  energies  entirely  on  silver  and  rela' 
ed  gift  items.  He  sold  Syratech's  pla; 
tics  division  to  England's  Marley  Pl< 
for  $140  million  cash.  Florence  sa\ 
he'd  like  to  use  the  proceeds  to  bu 
Gorham  Silver  from  Louisville,  Ky 
based  Brown-Forman  Corp.  But  h 
says  there  have  been  no  discussion 

Salesmen  at  Taunton,  Mass.' 
Reed  &  Barton  still  bristle 
over  a  $40  lotus  bowl 
centerpiece  that  sold 
30,000  units  a  year 
until  Florence  killed 
the  item  with  a  $15  copy. 


and  he  feels  the  Federal  Trade  Com 
mission  would  probably  object  if  11 
bought  another  U.S.  silver  company 

His  second  choice  for  an  acquis 
tion  is  a  large  company  in  a  relate 
field,  maybe  a  china  company  or 
European  flatware  outfit.  "We  like  1 
take  our  products  and  pump  thei 
through  their  distribution  system 
says  Florence. 

What  are  the  chances  that  Floreno 
will  again  get  in  over  his  head,  as  1 
did  in  the  mid-  1980s?  One  protectic 
against  this  prospect  is  the  board  Flo 
ence  has  recruited,  which  is  stockc 
with  smart  businessmen  who  waj 
him  to  succeed  but  who  can  be  coun 
ed  on  to  keep  Syratech's  growth  on 
sustainable  level.  Syratech's  board  ii 
eludes  Dan  Lufkin,  former  chairrru 
of  Donaldson,  Lufkin  &  Jenrette;  Je 
ry  Jacob  of  Midway  Airlines  ani 
Morry  Weiss,  chairman  of  America 
Greetings,  the  card  company. 

Lufkin,  for  one,  is  convinced  th 
Florence  learned  the  perils  of  overe 
pansion.  "Once  burned,  the  wise 
twice  burned,  the  fool,"  says  Lufki 
"I  do  not  think  you've  got  a  fool 
Lenny."  U 
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osnia  vs.  Stanford 


iiY  THOMAS  SOWELL 


rhomas  Sowell  is 
conomist 
a  senior  fellow  at 
Hoover  Institution 
anford,  Calif. 
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The  rescue  of  Captain  Scott  O'Grady  after  he 
was  shot  down  over  Bosnia  was  not  only  a  source 
of  justifiable  pride  to  the  military  forces  in- 
volved, it  was  also  a  reminder  of  the  importance 
of  such  old-fashioned  virtues  as  discipline  and 
dedication.  But  while  the  military  still  promotes 
such  virtues,  too  many  academic  institutions 
promote  the  opposite — self-indulgent  trashing 
of  social  norms. 

While  the  dramatic  rescue  of  Captain 
O' Grady  was  going  on  in  Bosnia,  the  counter- 
culture was  at  work  at  Stanford  University.  On 
the  front  page  of  the  Stanford  Daily  of  June  7, 
1995  was  a  photograph  of  a  crowd  of  Stanford 
students  dropping  their  pants  to  expose  their 
bare  behinds  in  the.  main  plaza  on  campus. 

This  was  an  organized  event  known  as  "Moon 
at  Noon"  and  the  caption  under  the  photo  says 
that  this  was  a  project  for  a  psychology  course  at 
the  university.  Time  was  when  the  mooners  would 
have  been  arrested  for  indecent  exposure  and  the 
prof  for  contributing  to  the  delinquency  of  minors. 
But  not  in  these  "progressive"  times  on  this 
politically  correct  campus. 

As  if  to  validate  what  was  going  on,  the  mass 
mooning  was  covered  by  the  local  press  and  the 
students  have  had  a  video  made,  to  be  used  as 
evidence  to  qualify  for  the  Guinness  Book  of 
World  Records. 

While  the  military  tries  to 
inculcate  maturity  in  its 
charges,  our  colleges 
encourage  a  prolongation  of 
adolescence  among  both 
students  and  faculty. 


No  doubt  some  would  defend  this  as  part  of 
academic  freedom.  But  this  is  the  same  Stanford 
University  where  it  literally  took  a  court  case 
to  get  free  speech  restored  recently,  so  that  those 
who  said  politically  incorrect  things  could  not 
be  pounced  on  by  the  cultural  commissars  and 
threatened  with  punishment  or  expulsion  un- 
der Stanford's  sweeping  "speech  code." 

As  elsewhere  in  academia,  you  can  be  as 
offensive  as  you  want,  provided  you  offend  the 
right  people — which  is  to  say,  not  the  left 
people.  Double  standards  are  what  political  cor- 
rectness is  all  about. 
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Unfortunately,  Stanford  is  not  unique,  either 
in  self-indulgence,  double  standards  or  hostility  to 
the  norms  of  the  society  which  supports  it.  The 
national  history  standards  drafted  at  ucla  bristle 
with  hostility  to  American  society  and  Western 
civilization.  Far  from  being  dedicated  to  teaching 
students  history,  these  "standards"  are  transpar- 
ent propaganda  for  the  countercultural  left. 

The  proposed  national  history  standards  re- 
quire students  to  sing  the  praises  of  the  Warren 
Court  and  American  Indian  leaders,  and  to 
denounce  wasps,  among  other  things.  These 
subjects  all  involve  legitimate  issues  for  discus- 
sion and  analysis — but  not  for  one-sided  pre- 
scription. Unfortunately,  the  soapbox  has  be- 
come a  fixture  in  too  many  classrooms,  as  well  as 
in  institutions  like  the  Smithsonian,  the  foun- 
dations and  wherever  else  the  intelligentsia  can 
find  refuge  from  the  real  world. 

Time  was  when  subsidizing  the  high  cost  of 
college  was  defended  on  grounds  that  the  bene- 
fits go  not  just  to  the  students  themselves  but 
to  the  whole  society,  because  students  graduate 
not  only  with  economic  skills  but  also  with  a 
higher  level  of  citizenship. 

Nothing  could  be  further  from  the  truth  to- 
day. Many  of  the  most  elite  colleges  and  universi- 
ties are  places  where  students  learn  how  to  be 
bad  citizens.  Nowhere  is  mob  disruption  and  even 
violence  so  often  condoned — in  politically  cor- 
rect causes — as  among  the  elite  educational  insti- 
tutions. Nowhere  are  people  so  often  taught,  by 
precept  and  example,  that  what  they  personally 
want  to  do  is  what  matters,  regardless  of  the 
norms  of  a  "society"  they  are  taught  to  disdain. 

While  the  military  has  to  produce  a  high 
level  of  maturity  among  very  young  troops  fac- 
ing deadly  dangers,  academia  too  often  does 
just  the  opposite — creating  a  costly  prolonga- 
tion of  adolescence,  not  only  among  the  stu- 
dents but  often  among  the  faculty  as  well.  Their 
exhibitionism  extends  beyond  "mooning"  to 
all  sorts  of  moral  exhibitionism  by  those  to 
whom  strident  demands  have  become  a  way  of 
life  and  their  own  superiority  axiomatic. 

Neither  the  whole  faculty  nor  the  whole 
administration  needs  to  be  this  way  in  order  for 
norms  to  crumble  and  the  counterculture  to 
prevail.  All  that  is  necessary  is  for  the  path  of  least 
resistance  to  be  caving  in  to  noisy  elements 
who  will  make  trouble  if  they  don't  get  their 
way.  Thus  budget  cutbacks,  for  example,  are 
far  more  likely  to  fall  on  mathematics  or  science, 
or  on  libraries  or  university  hospitals,  rather 
than  on  ethnic  studies  or  women's  studies. 

The  question  is  not  where  you  draw  the 
line.  The  question  is  whetheryou  draw  the  line — 
because,  wherever  it  is  drawn,  it  will  be  chal- 
lenged. For  donors  the  question  is  whether  you 
are  prepared  to  drop  your  checkbooks  when 
people  start  dropping  their  pants.  MB 
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The  City  of  Choice  for  business 


Dallas  isn't  known  for  its 
shrinking  violets.   The  metropolitan 
area's  movers  and  shakers  rarely 
pass  on  an  opportunity  to  brag 
about  one  of  America's  healthiest 
local  economies.  With  just  a  little 
prompting,  they'll  let  loose  with  a 
torrent  of  information  testifying  to  the 
growth  of  the  city  and  its  environs. 

For  six  straight  years,  the  Dallas- 
Fort  Worth  metropolitan  area  has 
ranked  number  one  among  U.S.  cities 
in  new  and  expanded  businesses. 

Job  creation  is  on  the  upswing. 
In  fact,  Dallas  trailed  only  Atlanta 
as  a  generator  of  new  jobs  last 
year,  upping  employment  by 


74,000.    Dallas  topped  a 
cities  in  the  construction  of 
apartments  in  1 994.   The  I 
area  is  home  to  the  world's1    *C0rpi 
wholesale  trade  complex,  i 
nation's  second-busiest  corv 
city,  has  the  third-largest  cc 
tration  of  U.S.  high-technol 
industries,  and  figures  to  be  f 
fastest-growing  office  empl 
center,  with  a  projected  1 1 
new  jobs. 

No  doubt  about  it,  this  m 
of  4.2  million  people  has  e 
in  the  past  two  or  three  de< 
as  one  of  the  nation's  top  fc 
centers.    It  has  fully  recovei 
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Of  All  Our  Destinations  Worldwide, 
Our  Favorite  Is  Still  Home. 


No  matter  where  we  go.  No  matter  how  far  we         to  over  300  cities  worldwide.*  Including  destinations 
ne  place  still  remains  our  favorite.  That  place  is         throughout  Europe,  Canada,  Mexico,  the  Caribbean, 


out 


as/Fort  Worth.  And  the  reason  is  simple.  More  than 
en  years  ago,  Dallas/Fort  Worth  became  the  home 

j  »ur  corporate  headquarters.  Since  that  day,  our 

pb, 

Bici  J  employee  roster  has  grown  to  over  27,000.  And 


Latin  America  and  Japan. 


Without  question,  the  people  of  Dallas/Fort  Worth 
have  been  good  to  American  Airlines.  Which  is  why  we 


work  so  hard  to  give  them  our  best.  After  all,  for  us,  DFW 


fechn  as/Fort  Worth  International  Airport  has  expanded  to      is  more  than  just  another  destination.  It's  our  home. 

)me  the  main  hub  of  our  entire  system.  With  service  r\m©nC3nirnll        l€?S 

Something  special  in  the  air® 
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*  Includes  American  Eagle*  service.  American  Eagle  is  a  registered  trademark  of  American  Airlines,  Inc., 
and  is  American's  regional  airline  associate. 
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the  mid- 1 980s  busts  in  the  energy,  real 
estate  and  banking  sectors.   In  the  first  half 
of  the  1 990s,  the  Dallas-area  economy 
moved  steadily  forward,  growing  faster 
than  the  nation  as  a  whole  in  good  times, 
suffering  less  than  most  other  places  when 
the  country  slipped  into  recession. 

"We're  in  as  solid  a  shape  as  we've 
been  in  for  1 0  years,"  says  Rick  Douglas, 
president  of  the  Greater  Dallas  Chamber 
of  Commerce.    "No  matter  where  you 
look,  whether  it's  the  office  vacancy  rate, 
the  availability  of  industrial  land,  the  city's 
tax  base,  the  net  increase  in  jobs  -  all  of 
these  show  a  really  solid  picture  for  the 
Dallas  economy." 

John  Prickette,  director  of  economic 
development  at  Texas  Utilities  Co.  which 
provides  service  to  nearly  2.4  million 
customers,  agrees:  "It's  at  an  all-time 
high.   Whereas  in  the  1980s  we  had 
speculative  activity,  now  we  have  quality 
growth.   This  is  sound,  stable." 

ON  THE  ROAD  TO 
TOMORROW 

Dallas'  growth  merits  plenty  of 
attention,  but  that's  only  part  of  the  story. 
Economies  don't  just  grow,  they  evolve. 
Over  time,  some  industries  rise  and  others 
pass  into  history,  all  in  response  to  changes 
in  consumer  tastes,  technology  and 
competitiveness.   To  a  large  extent,  the 
resiliency  of  the  Dallas-Fort  Worth  area 
comes  from  the  good 
fortune  of  being  on  the 
right  side  of  many  of  the 
developments  reshaping 
the  U.S.  economy. 

The  economic  tran- 
sitions of  the  U.S. 
aren't  hard  to  identify. 
Markets  are  expending 
from  national  to  global. 
An  industrial-based 
economy  is  metamor- 
phosing into  an 
information-based 
one.  The  rise  of 


computers,  lasers,  satellites,  robotics, 
biotechnology  and  all  kinds  of  other 
modern  marvels  leads  to  an  inescapable 
conclusion:  The  U.S.  is  going  from  high 
technology  to  even  higher  technology. 

"We've  got  the  infrastructure  in  place 
to  support  just  about  any  kind  of  industry. 
And  we've  got  a  sound,  pro-business 
attitude,"  says  Prickette  of  Texas  Utilities. 

Douglas  agrees:  "Either  by  foresight 
or  luck,  we  find  ourselves  with  the 
infrastructure  and  support  that  suits 
the  world  around  us.   We  find  ourselves 
with  the  talent  and  technology  that  is 
beneficial  to  future  business." 

Simply  put,  the  Dallas-Fort  Worth  area 
is  where  America  is  going,  not  where  it 
has  been.   The  local  economy  is  sprinting 
toward  the  21  st  century  with  a  critical  mass 
of  companies  in  electronics,  telecommu- 
nications, merchandising,  health  care, 
business  services  and  transportation. 
Increasingly,  these  enterprises  are  taking 
a  global  view  of  business.   This  bodes 
well  for  the  region's  future.   According  to 
the  experts  who  track  the  local  economy, 
the  Dallas  area  is  likely  to  continue  to 
prosper  because  it  doesn't  face  a  gut- 
wrenching  rejiggering  of  its  economic  base. 

CITY  OF  DALLAS  SKYLINE 


"We  shouldn't  try  to  escape  tf 
forces,"  says  W.  Michael  Cox,  vi 
president  and  economic  adviser 
Federal  Reserve  Bank  of  Dallas, 
alternative  is  to  get  stuck  in  the  p 
In  economic  terms,  we're  movinc 
the  evolutionary  ladder." 

Ron  Kirk,  who  took  office  in  Ji 
Dallas'  first  African-American  m< 
pledges  to  make  Dallas  an  even 
place  for  business.  A  40-year-o 
with  an  upbeat  message  of  endir 
divisiveness  in  getting  the  city's  b 
done,  he  swept  into  office  by  rur 
well  among  all  major  ethnic  groi 
white,  black,  Hispanic.  The  busi 
community  strongly  supports  the 
new  mayor. 

GOING  GLOBA1 


Not  all  that  long  ago,  Dallas'  a:i 
as  an  international  city  were  moi 
than  action.  Aside  from  a  few  rr 
tionals  such  as  Dresser  Industries: 
major  exporter  of  oil-field  service 
companies  weren't  all  that  aggrei 
overseas.  It  was  easy  enough  toil 
money  staying  close  to  home  in  i ) 
pursuits  as  energy  and  real  estate.?! 
risk  the  rigors  of  the  global  marked]  / 

The  1 980s  brought  a  sea  chat:i 

attitudes  as  Dallas-Fort  Worth  bw 

caught  the  international  bug.   Or) 

did,  they  went  at  it  with  the  same 

industriousness 

forged  a  major: 

in  a  rather  unli 

inland  location 

on  the  sea  or  c  I 

navigable  wate 

The  internati 

focus  came  larc 

from  two  catal) 

one  negative,  < 

positive.   The  b 

was  hard  times 

prices  plunged 
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1  hanks  to  Sprint  Business, 
we're  exporting  mice  to  40  countries. 

PC  ServiceSource  provides  a  vital  service 
to  computer  repair  companies:  they  ship  new  parts 
anywhere  in  the  world-overnight. 

When   you're   a   small   company   in 

Carrollton,    Texas,    you   can't  wait 
for  the   world   to   come   to   you. 
You've   got   to   get   to   them." 

With  their  former  carrier,  PC  ServiceSource 
only  had  toll-free  lines  to  nine  countries. 
"if   our    800    service 
couldn't    expand    internationally, 
neither   could    our   business." 

Sprint  Business  stepped  in  with  a  real  solution. 
More  lines.  More  countries. 

Now  they're  open  in  40  countries,  24  hours  a  day. 
And  that's  helped  sales  at  PC  ServiceSource 
grow  dramatically  in  the  last  year. 
International  sales  have  more  than  doubled. 
"Sprint    really    helped    us    go    global." 
Call  now.  And  we'll  help  your  business 
do  more  business. 
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1-800-  319  -  GLOBE 
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Real  PROBLEM 

Limited  access  to 
international  markets 


Real  SOLUTION 

Toll-free  service  to 
40  countries 


©1995  Sprint  Communications  Company  L.R 


Real  RESULTS 

International  sales 
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tailspin  and  creating  a  wave  of  business 
failures,  especially  in  what  had  been  a 
booming  real  estate  industry.    Hoping  to 
find  new  ways  to  make  money,  Dallas- 
area  entrepreneurs  started  looking  for 
untapped  opportunities  outside  the  U.S. 

The  good  news  involved  the  economic 
reevaluation  in  Mexico,  just  a  few  hundred 
miles  by  land  and  two  miles  by  air  to  the 
south.   After  the  debt  crisis,  Mexico  jetti- 
soned its  protectionist  past  and  threw  open 
its  market.   In  the  early  1 990s,  the  North 
American  Free  Trade  Agreement  captured 
Dallas'  imagination  like  no  previous 
foreign  event,  with  the  possible  exception 
of  the  discovery  of  oil  in  the  Middle  East. 

Enthusiasm  about  opportunities  in 
Mexico  led  to  the  articulation  of  a  role  for 
Dallas  in  the  world  economy.   City  Hall, 
the  chambers  of  commerce,  companies 
from  the  biggest  to 
the  smallest,  all 
began  to  see  Dallas 
as  the  hub  of  the 
emerging  continental 
market,  a  place  that 
can  serve  companies 
seeking  a  central  place 
for  North  American 
operations.   Going 
a  bit  further,  Dallas 
offered  itself  as  a 
strategic  point  of  entry 
for  Asian,  European 
and  Latin  American 
companies  wanting  to 
tap  into  the  big  new  market. 

"Historically,  the  middle  of  the  United 
States  has  not  been  viewed  as  a  gateway, 
says  Dean  Vanderbilt,  chairman  of  the 
North  Texas  Commission,  an  economic 
development  agency.    "All  the  traditional 
distribution  channels  key  off  the  coasts. 
We're  trying  to  convince  people  that 
Texas  is  the  logical  gatewt     to  the 
center  of  the  U.S." 

Dallas  became  one  of  free  trade's 
best  friends.    In  1 992,  it  hosted  NAFTA's 
largest  negotiating  session,  bringing 
together  400  delegates  from  the  U.S., 


Mexico  and  Canada.  Top  business  leaders, 
led  by  Texas  Instruments  Inc.'s  Jerry  Junkins 
and  EDS  Corp.'s  Les  Alberthal,  lobbied 
Congress  for  the  passage  of  the  North 
American  accord  in  1 993  and  the  larger 
global  deal  that  created  the  World  Trade 
Organization  in  1 994. 

Dallas  put  together  an  ambitious  pro- 
posal to  lure  NAFTA  agencies  -  and  it 
hit  pay  dirt  twice.   The  NAFTA  labor  sec- 
retariat in  Dallas,  the  only  three-nation 
free-trade  office  on  U.S.  soil,  will  play  a 
role  in  enforcing  agreements  on  workers' 
rights.   The  U.S.  Custom  Service's  NAFTA 


THE  DALLAS  FARMERS  MARKET 

Center  opened  in  Dallas  in  April,  in 
order  to  provide  small  businesses  with 
tips  to  ease  a  path  through  red  tape. 

At  the  same  time,  Dallas  companies 
charged  into  Mexico.    Cinemark  USA, 
Inc.,  the  nation's  sixth-largest  movie-theater 
company,  opened  modern  multiplexes  in 
Aguascalientes,  Chihuahua,  Hermosillo, 
Monterrey  and  Mexico  City.   This  year, 
expansion  will  continue  into  Irapuato, 
Reynosa,  Acapulco  and  Juarez. 
International  Hospital  Corp.,  a  medical- 
services  company  founded  in  1991, 


built  the  first  of  four  hospitals  in  H<l 
Indresco  Inc.  bought  Mexico's  lee 
producer  of  heat-resistant  tiles  fo 
million.  Mary  Kay  Cosmetics  Inc 
increased  exports,  as  did  dozen; 
other  Dallas  companies. 

Unfortunately,  Dallas'  Mexicc 
tion  hit  a  snag:  A  financial  pani 
in  the  wake  of  devaluation  of  th 
in  December  1 994.  Signs  alrec 
to  stabilization  in  Mexico's  econ 
and  that's  good  news  for  Dallas 
the  other  side  of  the  Rio  Grande 
figures  to  be  plagued  by  inflatic 
recession  in  1 995. 

Even  in  the  chaotic  early  day 
Mexico's  crisis,  Dallas  didn't  giv 
on  Mexico.   The  big  investors  -  f 
J.C.  Penney  Co.'s  department  sto: 
This  Can't  Be  Yogurt  Inc.'s  frozen 
stands  -  ren 
committed  t 
market  they 
will  pay  off 
the  long  rur 
More  to  I 
Mexico's  rev 
didn't  sour  [ 
businesses  c 
world  econc 
did,  howevq 
to  the  need 
diversify.    "I 
think  we  she 
trying  to  exf< 
to  Mexico," ' 
economic  consultant  M.  Ray  Perr 
who  serves  as  economist-in-resid 
Southern  Methodist  University,  "I 
think  we  should  be  trying  to  deve 
of  the  European  and  Asian  markel' 
think  it's  a  case  of  too  much  Mexic  [j 
case  of  not  enough  of  everyone  < 
Perryman's  research  indicates 
the  Dallas  area,  100  miles  inlant 
the  Gulf  of  Mexico,  is  the  top  ov< 
salesman,  accounting  for  more  tl 
third  of  Texas'  exports,  a  state  th 
second  only  to  California  as  a  g< 
of  U.S.  exports.   The  economist  € 
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It's  8:00  a.m.  And  raining.  Thankfully, 
with  The  World  Class  Network™  from 
you're  telecommuting.  And  doing  everything 
ould  at  the  office,  at  your  home.  Like  accessing 
:o)   ses,  faxing  and  more.  Of  course,  it  all  depends 


on  your  company's  size,  needs  and  budget.  But  you'll 
change  the  way  you  work,  and  change  the  way  you 
live.  Showing  that  it's  amazing  what  you  can  do  when 
you  tap  into  The  World  Class  Network  from 
GTE.  1-800-GTE-4WCN  (483-4926) 
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THE     WORLD     CLASS     NETWORK 


©  )99S  GTE  Serv.ce  Corporate.    The  World  Class  Network  is  a  serv.ce  mark  of  GTE  Service  Corporation.  Service,  ava.lable  in  select  GTE  frar,cb,se  areas. 


that  Dallas'  prowess  is  a  by-product  of 
a  fortuitous  mix  of  industries:  The  region 
possesses  what  the  world  wants  to  buy  - 
telecommunications  gear,  electronics, 
transportation  equipment,  oil-field 
services  and  business  know-how. 

These  days,  Dallas  people  can  be  found 
courting  business  in  many  parts  of  the  world. 
The  North  Texas  Commission  took  trade 
missions  to  Brazil,  Argentina  and  Chile 
in  each  of  the  past  two  years.  City  Hall 
sponsored  two  trips  to  the  Far  East,  the 
latest  in  April.   Early  1 996  is  likely  to  find 
a  Dallas  delegation  roaming  the  key  busi- 
ness cities  in  Europe.    "It's  important  to 
keep  up  the  relationships  that  have  been 
developed  in  the  past,"  says  Douglas. 

As  Dallas  began  to  think  internationally, 
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it  worked  harder  to  attract  foreign  investors. 
According  to  the  Greater  Dallas  Chamber 
of  Commerce,  there  are  550  foreign 
affiliates  in  the  local  economy.   They 
provide  a  total  of  41 ,000  jobs,  up  from 
25,000  in  1 987.   Some  of  the  big  names 
include  Canada's  Northern  Telecom  Inc., 
Sweden's  Ericsson  and  Japan's  Fujitsu 
Ltd.,  all  in  the  telecommunications  sector. 
Switzerland's  Nestle  operates  a  pharma- 
ceutical subsidiary  in  Fort  Worth. 

In  early  1 994,  the  Greater  Dallas 
Chamber  of  Commerce  revamped  its 
international  efforts  with  an  eye  toward 
giving  companies  better  information 
on  foreign  markets.    Local  executives 
volunteered  to  serve  on  task  forces  for 
various  parts  of  the  world,  becoming  the 
city's  informal  ambassadors.    "It's 
working  already,"  says  Cathy 
Golden,  the  Chamber's  vice 
president  of  international 
development.   "We  had  people 
step  up  right  away  to  say 
they're  going  to  Warsaw, 
Munich  or  Sao  Paulo." 

Internationalization,  of 
course,  comes  mostly  from 
the  companies  themselves. 
Here's  a  small  sampling:   Caltex 
Petroleum  Corp.  is  building  a  $1 .7 
billion  refinery  in  Thailand.  Dresser,  the 
area's  top  exporter,  opened  an  office  in 
Vietnam  earlier  this  year.    Dallas-based 
Centex  Corp.,  the  nation's  largest  home 
builder,  formed  a  partnership  to  erect 
high-priced  houses  in  a  London  suburb. 
EDS,  now  doing  business  in  35  countries, 
recently  signed  a  1 0-year  contract  - 
estimated  at  $800  million  to  $1  billion  - 
to  provide  computer  services  to  England's 
Department  of  Social  Security,  manager 
of  the  country's  retirement  services  in 
the  United  Kingdom. 


"We  can  now  say  'Will  you  \ 
stuff?'  in  several  different  languc  s 
says  Mayor  Kirk.    "If  we  learn  h 
utilize  all  of  our  talents  to  our  b< 
then  we're  all  going  to  profit  frc  I '" 
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A  SERVICE  POWERH 

Over  the  years,  Texas'  wea 
from  cotton,  cattle  and  oil.  The 
area  had  few  farms,  fewer  ranc 
no  oil  wells,  yet  it  capitalized  or  a 
boom  by  becoming  a  center  for  of 
and  finance  for  growing  industr 

So  it  is  today.  Dallas  is  a  sen  e 
provider  par  excellence.   Accon  i( 
to  the  Texas  Employment  Comm 
services  make  up  80%  of  the  Dc 
Worth  area's  2  million  jobs,  put  < 
slightly  ahead  of  the  nation  as  c 
The  number  of  service  jobs  grev 
than  200,000  over  the  past  dect1 
than  offsetting  the  loss  of  emplo) 
goods-producing  industries 
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guises.  Dallas,  like  any  other  ci 
share  of  low-paying  clerical  an< 
jobs,  but  a  good  portion  of  the 
service  sector  consists  of  better-) 
white-collar  jobs.  The  gleaminc 
towers  in  downtown  Dallas  and 
expressways  house  dozens  of  Ic 
financial  companies,  profession 
business  consultants. 

The  banks  provide  a  lesson  i 
economic  evolution.   The  bigge: 
all  entered  the  1 980s  with  Texa 
but  they  ran  into  trouble  lending     ': 
estate.   The  bust  brought  investc    ll::; 
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state.   After  a  severe  adjustment, 
'  banking  sector  emerged  more 
fied  and  more  fully  integrated 
ie  financial-services  industry. 
^  big  names  among  toda/s  Dallas 
al  institutions  include  North  Carolina's 
sBank  Corp.,  Ohio's  Banc  One  Corp., 
nia's  BankAmerica  Corp.  and  Texas 
srce  Bancshares  Inc.,  a  unit  of  New 

hemical  Banking  Corp. 
lodern  service  economy  involves 
ind  and  control  -  the  function  of 
>s  headquarters.  According  to  the 
r  Dallas  Chamber  of  Commerce, 
700  companies  get  their  marching 
out  of  the  Dallas  area.   Dallas  ranks 
orldwide  and  sixth  nationally  as  a 

for  headquarters  of  multinational 
lies.  Among  the  biggest:  American 
;  Inc.,  Exxon  Corp.,  J.C.  Penney  Co. 
nberly-Clark  Corp. 

y  of  the  big  companies,  including 
[  just  listed,  relocated  from  other 
•  the  country,  drawn  to  Dallas  by 

ion,  labor  force,  low  cost  of  doing 
■pas  and  quality  of  life,  including  its 
!  |ble  housing,  recreational  offerings 
weather.  The  edge  is  still  there: 

ix-week  period  this  spring,  two 

corporations  announced  relocation 

headquarters  to  the  Dallas  area  - 

State  Corp.  from  Pennsylvania 

a  Hut  Inc.  from  Kansas. 

oncentration  of  corporate  clout 
for  the  Dallas  area.  The  business 
tf  lity  pitches  in  on  matters  that  help 

ie  business  climate  -  charities,  the 

j  economic  development  issues. 

cutives  went  to  Austin  in  1 993, 

nple,  to  support  legislation  to  pave 
for  the  expansion  of  the  Dallas- 

>rth  International  Airport.   'They 
I  the  day  for  us,"  says  Vanderbilt  of 

th  Texas  Commission.    'There's  a 

:al  leadership." 

ng  Dallas'  service  superstars 

alias  Market  Center  Co.   The 

,    ild  of  developer  Trammell  Crow, 

idle*.      _  . 

i   ket  Center  rose  over  the  past 

.  s  to  become  the  world's  larqest 
■  invesl ' 
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No  move  is  ever  a  walk  in  the  park.  But  with  a  pool  of 

resources  the  size  of  Texas,  TU  Electric  can  make  the  ideal 

relocation  site  a  lot  easier  to  find.  Give  John  Prickette  a  ^Sf^i^Company 


call  at  1-800-421-2489.  Or  fax  TU  Electric  at  (214)  812-5456.      "i 


SOUTHERN    METHODIST    UNIVERSITY 


STRENGTHENING    DALLAS   AS   A    GLOBAL    COMMUNITY 

Educating  tomorrow's  leaders  with  outstanding  degree  programs 
in  business,  humanities,  sciences,  arts,  engineering,  law,  and  theology  - 
education  with  a  global  dimension 

Keeping  today's  leaders  up  to  date  with  numerous  continuing 
education  programs 

Offering  centers  of  research  expertise  on  topics  ranging  from 
entrepreneurship  to  international  relations,  technology  to  arts  administration 

Providing  cultural  and  intellectual  enrichment  with  more 
than  500  public  events  each  year,  including  lectures  by  national  and  global 
leaders 


SMU  and  Dallas 

Partners  for  a  new  era  of  progress. 

For  information,  call  the  Office  of  Public  Affairs 
at  214  768-7660. 
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wholesale  merchandising  facility  -  at  a 
whopping  $7.5  billion  a  year  in  transac- 
tions.  "What  we're  showcasing  is  the 
advantage  of  coming  to  Dallas,"  says 
Michael  Mendoza,  the  Market  Center's 
director  of  international  marketing. 

The  Market  Center  conducts  40  events 
a  year,  featuring  lighting,  gifts,  home 
furnishings  and  all  varieties  of  apparel. 
In  addition,  it  has  3,200  permanent 
exhibitors.   All  told,  350,000  buyers 
came  during  1 994.   This  pays  off  for 
the  local  economy:  A  May  1 994  study 
by  economist  Ed  McClelland  estimates 
that  the  Market  Center  gives  Dallas  a 
$683  million-a-year  shot  in  the  arm. 

Dallas  boasts  a  dozen  or  so  retailing 
giants.  J.C.  Penney,  a  late  1 980s  transplant 
from  New  York,  operates  1 ,250  stores 
nationwide,  and  is  making  a  jump  into 
Mexico  and  Chile.   Homegrown  Southland 
Corp.  pioneered  the  convenience  store  with 
its  7-Eleven  chain. 


The  Dallas  area  has  also  carved  out 
a  niche  in  restaurants.   TGI  Friday's  Inc., 
a  pioneer  in  casual  dining,  took  an  all- 
American  concept  around  the  world, 
with  327  eateries  in  1 7  countries. 
A   new  outlet  opens  every  five  days. 
Brinker  International  Inc.  operates  the 
Chili's  chain,  as  well  as  the  newer 
Romano's  Macaroni  Grill.   With  the 
addition  of  Pizza  Hut,  the  Dallas  area 
has  become  somewhat  of  a  pizza 
capital.    It  also  hosts  the  companies 
that  run  Pizza  Inn,  CiCi's  and  Chuck  E. 
Cheese  restaurants.   The  four  companies' 
total  annual  sales  add  to  $5.5  billion, 
or  30%  of  the  U.S.  market. 

As  service  providers,  Dallas  companies 


THE  ENERGY 

TOBUIEDA 

BETTER  TEXAS 

FOR  MORE  THAN  80  YEARS.  WEVE  BEEN  PART  OF  THE  FABRIC  OF  TEXAS.  PROVIDING 
NATURAL  GAS  TO  HOMES,  BUSINESSES.  AND  INDUSTRY.  TODAY  ENSERCH  CORPORATION 
AND  ITS  DIVISION,  LONE  STAR  GAS.  CONTINUE  THEIR  TRADITION  OF  INNOVATION  AND 
SERVICE  —  NOT  JUST  IN  TEXAS  BUT  THROUGHOUT  THE  WORLD.  NOT  ONLY  HAVE  WE 
BECOME  LEADERS  IN  ALL  PHASES  OF  THE  NATURAL  GAS  INDUSTRY  FROM  EXPLORATION 
THROUGH  END-USE,  WEVE  ALSO  LEADING  THE  WAY  IN  COGENERATION  AND  THE 
PROMOTION  OF  CLEAN-BURNING  NATURAL  GAS  VEHICLES  —  ALL  FOR  ONE  SIMPLE 
REASON.  WE'VE  GOT  THE  ENERGY  TO  MAKE  A  DIFFERENCE. 


CORPORATION 


6  Lone  Star  Gas 


are  part  of  a  national  trend  toward 
better  customer  relations.   For  exam| 
Lone  Star  Gas  Co.,  which  distributes 
1 .25  million  customers  in  550  cities,! 
began  sending  its  representatives  into 
the  field  with  laptop  computers,  pa 
and  mobile  phones  so  the  companyj 
could  speed  up  response  time. 
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MORTON  MEYERSON  SYMPHONY^ 

"If  companies  are  going  to  succal 
they  have  to  be  responsive  to  the  neett 
the  customer,"  says  Howard  Matson,B 
Star's  director  of  communications.  1 
recognize  that  and  we  strive  to  do  tti 


A  PRIME  LOCATIOl 
FOR  BUSINESS 

The  Dallas  area's  advantages  in  s< 
start  with  its  location.  At  the  heart 
world's  largest  market,  Dallas  lies  j 
about  midway  between  the  East  Ca 
and  the  West  Coast.  In  the  age  of 
American  free  trade,  it's  nearly  equt 
from  Mexico  City  and  Toronto,  the  It 
business  centers  of  Mexico  and  Cai 

Centrality  wouldn't  mean  all  thai 
without  the  Dallas/Fort  Worth  Internn 
Airport,  the  nation's  second  busiest. 
Texas  owes  a  lot  to  the  foresight  of 
who  temporarily  set  aside  the  rival 
between  Dallas  and  Fort  Worth  to 
the  airport  in  1 973.  It  is  set  on  18 
sprawling  acres.  Flights  total  2,60 
day  to  270  destinations  -  and  incli 
short  hops  to  Oklahoma  City,  New 
Orleans  and  Austin  as  well  as  lone 
distance  service  to  Seoul,  South  Kc 
and  Frankfurt,  Germany.  The  airf 
handled  52.6  million  passengers  ir 

What's  more,  Dallas/Fort  Worth  / 
unlike  many  other  airports,  still  ha 
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THE  ANATOLE  CONTINUES 

AS  AWYNDHAM  HOTEL. 
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f  Wyndham  Hotels  &  Resorts,  based  in  Dallas,  is  happy  to  announce  we  are  now  managing  the  Anatole 
Hotel.  We  look  forward  to  continuing  the  tradition  of  serving  the  Dallas  business  community. 

fcr  reservations,  or  to-find  out  about  the  more  than  60  Wyndham  hotels  nationwide,  just  call  800-WYNDHAM. 
Then  come  experience  the  Wyndham  Anatole  —  and  The  Wyndham  Way  —  for  yourself. 

^WYNDHAM  ANATOLE  HOTEL 

THE  RIGHT  WAY.  THE  WYNDHAM  WAY 

2201  Stemmons  Freeway,  Dallas,  TX  75207  214-748-1200 
For  reservations,  call  800-WYNDHAM.  Or  for  groups,  call  800-327-8321. 
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to  grow.   A  seventh  runway  is  set  to  open 
in  1 997,  while  another  one  will  be  added 
by  the  end  of  the  decade.  When  future 
expansion  comes  on  line,  the  facility  will 
have  the  capacity  for  100  million  passen- 
gers and  1 .25  million  takeoffs  and  landings 
by  the  year  2020. 

American  Airlines,  the  number  one 
carrier  at  Dallas/Fort  Worth  Airport, 
operates  more  than  750  departures  a  day, 
including  those  of  its  sister  airline  American 
Eagle,  up  by  more  than  25%  in  five  years. 
In  April,  it  began  nonstop  service  to  Sao 
Paulo,  and  it  hopes  to  expand  to  other 
South  American  airports.  A  new  air-rights 
treaty  will  permit  American  to  offer  more 
flights  from  Dallas  to  Canada. 

"Dallas/Fort  Worth  Airport  is  the 
economic  generator  of  North  Texas," 
says  American's  Tim  Smith,  senior 
representative  for  corporate  communi- 
cations.  "It  has  a  huge  economic  impact 
in  terms  of  trade,  jobs,  corporate  relo- 
cations and  economic  development." 

Investment  in  the  airport  has  paid  off 
handsomely.   A  March  1 995  study  found 
that  it  generates  $8.4  billion  in  local 
economic  activity,  including  1 67,000 
jobs.    'The  realities  go  way  beyond  the 
economic  impact  studies,"  says  Vanderbilt. 
"They  don't  take  into  account  how  much 
businesses  gain  from  the  convenience  of 
being  able  to  step  on  a  direct  flight  to  most 
major  business  cities." 

The  Dallas  area's 
advantages  for  the 
business  traveler  include 
the  Wyndham  Anatole 
Hotel.   The  largest  hotel 
in  the  Southwest,  the 
Wyndham  Anatole  is 
set  on  45  acres  and  is 
conveniently  located 
two  miles  from  down- 
town Dallas.   The  hotel's 
240,000  square  feet  of 
meeting  and  conference 
space  and  its  fully 
equipped  Business 
Center  can  accommo- 


date business  functions  of  any  kind. 
In  addition,  weary  business  executives 
can  rejuvenate  in  the  hotel's  state-of-the-art 
health  club  -  complete  with  racquetball, 
squash  and  tennis  courts,  full-size 
basketball  gymnasium  and  Olympic- 
size  swimming  pool. 

THE  ECONOMY  OF 
THE  MIND 

Dallas'  technology  heritage  owes  a 
big  debt  to  Texas  Instruments  Inc.,  a  home- 
grown company  that  started  by  providing 
geophysical  services.    In  1 958,  Tl's  Jack 
Kilby  invented  the  integrated  circuit,  one 
of  the  key  building  blocks  of  what  has 
become  the  microelectronic  revolution. 

Over  the  next  37  years,  Tl  became 
one  of  the  world's  leading  producers  of 
semiconductors,  and  the  Dallas  area 
blossomed  into  the  driving  force  of  Texas' 
technology  industry,  often  referred  to  as 
the  Silicon  Prairie. 

Tl  managed  to  keep  its  technological 
edge  as  it  has  grown  into  a  $1 0  billion 
multinational  company.    It  is  now  looking 
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toward  the  21  st  century  with  resea 
into  such  marvels  as  postage-stam|: 
semiconductors  studded  with  400,( 
tiny  mirrors  that  tilt  to  project  imag 
The  device  could  revolutionize  telex 
and  computer  terminals. 

Another  example  of  melding  tecf 
and  business  acumen  is  the  Electron 
Systems  Corp.,  the  world's  largest  < 
processing  company.  At  the  comp- 
new  headquarters  in  Piano,  a  marr 
control  room  serves  as  a  nerve  cen 
a  worldwide  network  of  computers 
communications  and  satellites.  Altl1 
EDS's  technology  is  world-class,  it  j 
to  be  a  $10  billion  company  by  lee 
other  industries  inside-out  and  conce 
on  customer  needs. 

"Customers  stay  loyal  because  t 
know  they're  going  to  get  the  best 
wherever  they  may  be  in  the  world 
EDS  Corp.  Chairman,  President  an 
Les  Alberthal. 

GTE  Corp.  moved  its  world  hea 
quarters  for  telephone  operations  t 
Irving  in  1989.   The  company  has.) 
the  past  decade  installing  a  world- 
telecommunications  network  in  the 
Fort  Worth  area.    In  place  now:  21 
miles  of  fiber-optic  lines.    High-capi 
transmission  modes  allow  the  routi' 
movement  of  video  over  telephone 
Harrison  Coleman,  GTE's  area  nr 
for  the  Texas  marl 
says  leading-edge 
telecommunicatioi 
pays  dividends  b) 
improving  health  < 
education,  govern 
and  other  services 
gives  companies  v 
expand  markets  a 
costs.    "It  will  be  c 
petitive  edge,"  he 
The  telecommun 
field  is  a  natural 
Dallas'  entrepren 
talent.  David  Potte 
example,  created  5 
Inc.  as  a  company 
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Instead  Of  Here. 
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Your  phone  system  should  bring  money  into  your  business,  not  send  it  out. 
There  is  a  better  choice,  a  better  Source.  Over  two  decades  ago,  Source  created  an  industry  - 
refurbishment  and  resale  of  quality  telecom  equipment.  Today,  Source  is  the  leader  in  the  new  and 
remanufactured  telecom  equipment  market  because  we  offer  what  few  others  can. 

•  Source  provides  voice  and  data  products  from  over  100  manufacturers. 

•  Source  has  the  experience  to  help  you  evaluate  current  and  future  communications  strategies  and  to 
provide  fair  market  value  (FMV)  appraisals  to  help  with  your  leasing  negotiations. 

•  The  Source  Advance  Replacement  Guarantee  meets  or  exceeds  that  of  the  original  manufacturers. 

To  receive  free  information  that  will  show  you  how  Source  can  help 
move  your  telecom  operations  out  of  the  red  and  into  the  black,  call  today.  1-800-406-8705. 


SOURCE 


source,  inc. 


14060  Proton  Road   Dallas,  Texas  75244 
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specializes  in  refurbishing  and  reselling 
telecommunications  gear.   It  put  together 
such  an  impressive  database  that  Source 
now  finds  itself  the  industry's  arbiter  of 
what  equipment  is  worth. 

Potter  testifies  to  the  Dallas  area's 
strengths,  especially  the  skilled  workforce 
in  telecommunications.   What  also  benefits 
his  company  is  the  central  location  and 
the  ability  to  respond  quickly  to  customer 
needs  via  Dallas/Fort  Worth  Airport. 
"Dallas  is  like  a  third  coast  as  a  distrib- 
ution center,"  he  claims. 

One  of  the  Dallas  area's  technological 
niches  is  defense  and  aerospace.   Although 
the  end  of  the  Cold  War  is  reducing  the 
Pentagon's  budget,  some  companies  are 
still  doing  well.   E-Systems  Inc.,  for  example, 
produces  sophisticated  electronic  surveillance 
systems,  and  they  are  still  in  demand. 
Even  so,  the  company  wants  to  diversify 
into  civilian  markets  using  its  technology 
to  provide  earlier  diagnosis  of  disease  and 
improved  land-use  data.   In  April,  Raytheon 
acquired  E-Systems  for  $2.6  billion. 

A  COMPETITIVE  EDGE 

Dallas'  telecommunications  sector  is 
drawing  new  players  all  the  time.    Sprint 
Corp.,  one  of  the  Big  Three  in  long- 
distance service,  has  2,300  employees  in 
the  Dallas  area,  and  this  summer  it  will 
add  1 50  more  as  it  consolidates  its 
marketing  and  sales  efforts.   The  attrac- 
tions: A  good  customer 
base  and  the  region's 
towering  presence  in 
the  telecommunications 
business.  In  March,  Sprint 
joined  with  its  partner 
Telecommunications  Inc., 
the  nation's  biggest  cable 
television  company,  to 
pay  $88.4  million  for  rights 
to  offer  advanced  cellular- 
telephone  service  in  the 
Da  I  las- Fort  Worth  area. 

Health  care  represents 
another  of  Dallas'  brain- 


power assets.    Several  high-caliber 
hospitals,  with  teaching  and  research 
programs,  are  concentrated  within  a  few 
miles  of  downtown  Dallas,  including  the 
Baylor  University  Medical  Center  and 
the  University  of  Texas  Southwestern 
Medical  School. 

The  crown  jewel  of  the  Dallas  area's 
technology  can  be  found  in  the  north- 
eastern sector.   What  has  come  to  be 
called  Telecom  Corridor  stretches  from 
North  Dallas,  through  Richardson  and 
up  into  Piano.    It's  the  world's  largest 
concentration  of  telecommunications 
activity,  with  more  than  350  companies 
in  just  a  few  square  miles. 

Don  Hicks,  an  economist  at  the 
University  of  Texas  at  Dallas,  describes 
this  as  a  global  asset,  not  just  a  local 
one.    It  consists  of  American,  Canadian, 
Swedish,  Japanese  and  French  companies 
-  all  the  big  players  in  an  industry 
undergoing  explosive  growth  not  only 
in  business,  but  also  in  technology. 

"The  Dallas  area  is  one  of  the  few 
places  on  the  planet  that  is  nurturing  an 
advanced  industrial  phenomenon,"  says 
Hicks.    "This  Telecom  Corridor  has 
formed  virtually  overnight.   The  list  of 
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those  who  are  drawn  to  the  table 
going  to  continue  to  grow." 

Technology  companies,  of  cours 
thrive  without  brainpower.  The  D< 
area's  technology  grew  on  scientifi 
imported  from  other  parts  of  the  cc 
In  recent  years,  local  colleges  and 
versifies  have  aggressively  upgrade 
programs  to  keep  pace  with  indust 
fall  Southern  Methodist  University's 
of  Engineering  and  Applied  Scienc 
start  a  master's  degree  program  in 
engineering,  created  specifically  to 
the  needs  of  local  companies. 

"The  program  will  focus  on  deve 
of  reliable  products  and  systems  th< 
hold  their  own  in  the  worldwide  n 
says  Andre  Vacroux,  dean  of  the 
engineering  school. 

THE  FINISHING 
TOUCHES 

The  Dallas/Fort  Worth  econo 
remains  a  work  in  progress.  In  thi 
spring  of  1 995,  voters  passed  a  $ 
billion  bond  issue  that  will  providd 
for  flood  control,  refurbishing  Fail 
upgrading  the  Dallas  Zoo  and  dn 
White  Rock  Lake.  The  long-await 
rapid-transit  system  is  finally  begi 
to  take  shape.  North  Central  Exp 
a  major  artery  to  and  from  down 
is  getting  a  thorough  upgrade  the 
make  it  wider  and  safer. 

As  Tyler  Coq 
Chief  Executive 
McKinney,  a  35 
veteran  of  Dall< 
business,  says,  il 
accident  that  so 
companies  grav 
the  region:  "Dal 
a  place  that  still 
entrepreneurial 
It's  a  good,  busi 
friendly  environ 
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We  can  bring  the  world 
to  your  door 
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p  is  helping  countless  companies  worldwide  grow  and  prosper.  We  do  it  with  experience,  insights, 
and  information  systems  that  help  people  work  together  more  efficientiy  and  effectively,  no  matter 
ays,  It  language  they  speak  or  where  they  happen  to  be.  The  opportunities  are  limitless.  USA  (810)  696-4629. 
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Nickelodeon  Nerf  balls  and  Discovery  dinosaurs? 
Besides  being  barkers  for  other  people's  wares, 
cable  operators  are  beginning  to  peddle 
their  own  knickknacks. 

My  viewer, 
my  customer 


By  Maria  Matzer 

Television  is  a  highly  effective  medi- 
um for  pushing  merchandise  of  all 
kinds — hence  the  traditionally  huge 
profits  of  TV  stations  and  networks. 
But  now  TV  broadcasters,  especially 
cable  operators,  are  learning  how  to 
use  their  access  to  consumers  as  a  way 
to  huckster  their  own  wares. 

Take  Discovery  Communications, 
the  Bethesda,  Md. -based  owner  of 
the  Discovery  Channel,  with  about 
65  million  subscribers,  and  the  Learn- 
ing Channel,  with  39  million.  Discov- 
ery has  sold  videos  and  CD  ROM  discs 
of  its  programming  for  sever 
al  years — nothing  new 
there.  But  in  May,  Dis- 
covery bought  a  chain 
of  1 1  retail  stores 
It  will  use  them 
to  sell  things  like 
$18  dinosaur 
fossil  kits,  $200 
student  tele- 

scopes    and     $130 
world   globes — the 
stuff  likely  to  appeal  to  view 
ers  of  the  two  channels. 

This  results  in  a  kind  of  profit- 
able feedback,  with  the  broadcast  cre- 
ating interest  in  the  merchandise,  and 
the  stores  and  merchandise  in  turn 
stimulating  interest  in  the  broadcast. 
Along  the  way  the  channel  owners 
will  of  course  extract  extra  money 
from  the  viewers.  Discovery  Channel 
Store  President  J.  Richard  Rolater 
puts  it  this  way:  "We  hope  to  create  a 
total  retail  environment,  whj  :h  will 
include  3-D  displays  and  video  on 
demand,  to  make  shopping  part  of  the 
total  entertainment  experience."  To 
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glass 
kind   of 


make    the    experience 
"total,"    the   network 
will  of  course  also  pro- 
mote   the    gadgets   di- 
rectly to  its  viewers. 

The  Sci-Fi  Channel, 
owned  by  USA  Net- 
works, has  been  around 
only  2V2  years  and  has  23  mil- 
lion subscribers.  Sci-Fi  just  formed 
an  "enterprises  division"  to  pump 
out  products  like  computer  trivia 
games  and  Sci-Fi  Channel  apparel 
by  the  end  of  the  year.  There  will 
also  be  50  Sci-Fi  Channel 
boutiques  located  in  the  Spencer 
Gifts  chain.  Conveniently, 
Spencer  Gifts  is  owned 
by  MCA  Inc., 
which  also  owns 
half  of  USA  Net- 
works. 

MTV  Networks, 
which  has  long 
coined  licensing  money 
by  marketing  tapes  and  CDs 
of  its  hit  Unplugged  series, 
has  recently  experimented 
with  a  home-shopping  format  called 
The  Goods.  On-screen  personalities 
hawked  Woodstock  '94  merchan- 
dise— $40  sweatshirts  and  $25  rain- 
coats. Other  segments  featured 
$59.95   "Bewitched"  wrist 

MTV  Networks 
branded  knickknacks 
A  new  way 
to  promote 
the  cable 
channels'  image. 
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watches  and  $90  dresses 
signed  by  Isaac  Mizrahi. 

mtv's  Nickelodeon,  aime< 
kids  age  2  to  12,  launcl 
Nickelodeon  Ma 
zine  two  years 
and  it  now  has  o 
half  a  million  in  cir 
lation.  Mattel 
censes  many  pn 
ucts  from  Nickelo 
&  on.  The  two  m 
successful  are  Gak 
slimy,  Silly  Putty-] 
goop,  and  Floam,  a  brig 
ly  colored  molding  s* 
stance  introduced  last  y( 
Gak?  Don't  snicker.  Mattel  sold  $1 
million  worth  of  this  kind  of  stuff 
retail  last  year.  "Gak  is  a  great  manife: 
tion  of  Nickelodeon  in  another  forn 
bubbles  Thomas  Freston,  chairman 
MTV  Networks.  "It's  for  kids,  it's  fs  in 
it's  different."  And  cheap  to  make. 

This  summer  Hasbro  is  adding  s 
eral  Nickelodeon-licensed  products 
its  Nerf  line  of  spongy  foam  td 
including  a  $10  fluorescent,  bra^  I 
shaped  Nerf  ball.  Fancy  toy  retailer  1 
Schwarz  now  features  a  Nickelodef  s- 
boutique  within  its  Fifth  1 
enue  flagship.  As  the  ' ' 
panding  cable  u 
verse  offers  an  e 
more  bewilderr  | 
i  array  of  viewi 
I  choices,  the  no'  i> 
for  cable  netwo 
to  bolster  their  i  ■ 
ages  through  mi, 
:handising  will  only  j 
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Forbes  ■  July  17,  15 


% 


I 


nly  UPS  guarantees 

elivery  at  these 


iiTEftMlTSER 


Fast.  Faster. 
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^  four  customers  rarely  ask,  "How?"  They  just  want  to 
:now,  "How  soon?"  Now  you  can  answer  with  a 
uestion  of  your  own,  "How  soon  do  you  need  it?" 

J  Jecause  now  UPS  offers  three  express  delivery 
iptions,  each  one  guaranteed!  Overnight  delivery 
^y  10:30  a.m.  If  needed  earlier  there's  overnight 
y  8:30  a.m.  (8:00  a.m.  in  major  cities).  And  for  those 
ficreasingly  frequent  emergencies  that  can't  wait  until 
bmorrow,  there's  even  same-day  delivery.  Only  UPS 
Iffers  all  these  ways  to  keep  pace  with  the 
seed  of  business.  A  speed  measured  less 
y  miles  per  hour,  than  by  crises  per  hour. 

Roving  at  the  speed  of  business: 


rJ 


•Call  UPS  for  guaiWKB  and  time-in-transit  details. 
©1995  United  Parcel  Service  of  America,  Inc.  36  USC  380 
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For  overnight  delivery  by 

10: 30  a.m.  and  8:30  a.m. 

^//1-800-PICK-UPS 

and  for  same-day  delivery 

call  1-800-451-4550. 
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A  lot  of  small  software  companies  will  be  in  trouble 
when  Windows  95  hits  the  market. 

Giving  hot  dogs 
away 


w 


m 
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By  Jeffrey  Young 

Software  stocks  have  been  hot  late- 
ly, and  not  just  takeover  target  Lotus 
and  money  machine  Microsoft.  Since 
December,  NetManage  is  up  39%,  for 
instance,  and  Symantec  74%. 

The  eager  investors  may  be  ignor- 
ing a  gathering  storm.  Microsoft's 
Windows  95  is  imminent.  This  $109 
program  will  include  a  lot  of  extreme- 
ly useful  features  that  other  software 
firms  have  been  selling  as  free-stand- 
ing programs.  Windows  95  includes 
significant  new  features  in  network- 
ing, computer-telephone  interaction, 
so-called  utilities,  communications 
and  the  user  interface. 

At  risk  are  firms  that  sell  programs 
that  do  things  like  hook  you  up  to  the 
Internet,  retrieve  lost  files,  manage  the 
allocation  of  memory  inside  your  PC 
and  turn  your  PC  into  a  fax  machine. 
Windows,  in  short,  is  good  news  for 
computer  users,  bad  news  for  second- 
tier  software  vendors. 

Those  vendors  are  in  a  real  fix.  Think 
of  it  this  way:  You  make  your  living 
selling  hot  dogs  at  the  ball  game.  One 
day  the  stadium  owner  comes  up  with 
the  bright  idea  of  including  a  free  hot 
dog  with  every  ticket. 

ftp  Software  specializes  in  software 
that  connects  computers  to  the  Inter- 
net under  a  standard  called  Transmis- 
sion Control  Protocol/Internet  Pro- 
tocol.The  firm  netted  $23  million  on 
sales  of  $93  million  last  year.  It  is  a 
nice  business — no,  was.  Windows  95 
is  going  to  have  TCP/IP  built  in.  Why 
pay  $450  for  the  FTP  product  when 
you  can  get  almost  the  same  thing  for 
free  with  your  new  Windov  5? 

"We're  running  as  fast  a?>  we  can 
to  stay  ahead  of  them,"  says  John  T. 
O'Hara,  ftp's  director  of  en- 
gineering. "But  in  all  honesty,  who 
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knows  if  we  can?" 

It's  a  nice  little  stock,  up  from  its 
1993  public  offering  at  $19  to  a  re- 
cent 3>0V<i.  But  at  34  times  trailing 
earnings,  it  looks  a  little  shaky. 

Delrina  Corp.  sells  WinFax,  a  $129 
Windows  facsimile  program.  The  new 
Windows  95  comes  with  a  free  copy  of 
Microsoft  Fax. 

Wall  Street  seems  almost  oblivious 
to  Windows  95's  long-run  implica- 
tions. Software  bulls  have  fixated  on 
the  short-term  benefit  from  sales  of 
upgrades.  Indeed,  the  new  Microsoft 
operating  system  could  give  a  tempo- 
rary shot  in  the  arm  to  Delrina.  Loyal 
WinFax  users  may  be  willing  to  buy  a 
new  Windows  95  version  of  their 
favorite  communications  program. 
The  problem  is  that  Delrina  may  have 


a  hard  time  landing  the  next  gene! 
tion  of  buyers. 

Quarterdeck  Corp.  is  an  innova 
in  software  that  optimizes  the  alio  i 
tion  of  memory  inside  a  PC.  OL 
Microsoft  operating  systems  did 
manage  memory  very  well.  The  n 
one  does. 

Quarterdeck  is  trying  to  reposit 
itself  as  a  supplier  of  software 
remote  computing  and  Internet 
cess.  But  this  territory  isn't  safe  fr> 
Microsoft,  either.  Microsoft  is  go  1  * 
to  use  its  Windows  95  to  promote 
coming  on-line  service.  That  serv 
naturally,  comes  with  a  free  Inter  * 
browser.  This  tool  is  likely  to  m 
any  new  offering  from  Quarterde 
even  a  good  one,  irrelevant.  The  J 
crosoft  browser  could  even  do  a  lo 
damage  to  vendors  of  well-est 
lished  Internet  browsers:  NetMan 
(with  Chameleon)  and  NetC 
(with  NetCruiser).  The  upcorm 
Microsoft  Network,  meanwhile, 
going  to  give  other  on-line  servio 
run  for  their  money. 

It's  not  just  little  companies  thati 
in  danger.  Novell  has  been  the  leat  I 
in   software   that   connects   desk \h  i 
IBM-compatible  computers  into  r 
works.  As  such,  it  has  been  an  unt 
ally  of  Microsoft:  The  typical  cor 
rate  customer  buys  a  Novell  prod 
to  run  the  network  and  a  Micro; 
product  to  run  the  individual  desk  I 
computers  attached  to  the  networr  fc 

But  Microsoft  is  creeping  up  j  iv, 
Novell.  Since   1993,  Microsoft 
been  selling  a  rival  operating  sysi  j,  :, 
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n  The  Windows  threat 

oi  Company/business 


America  Online/on-line  computer  services 
Centigram  Communications/voice  mail  &  other  software 
Delrina/fax  &  communications  software 
FTP  Software/Internet  software 
NetManage/networking  &  Internet  software 


Novell/networking  system 
Octel  Communications/voice  processing  system 
Quarterdeck/utility  &  enhancement  software 
Stac  Electronics/data  compression  software 
Symantec/utility  &  enhancement  software 


nu*Most  recent  fiscal  year. 

.j  J  Sources:  Institutional  Brokers  Estimate  System;  lack's  Estimate  Service. 
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Revenue 
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—1995  estimate— 

value 

($mil)* 

($mil) 

37% 

$0.43 

87.5 

$1,251 

$104 

14% 

0.08 

184.4 

96 

79 

14 

0.82 

17.1 

301 

102 

27% 

1.32 

21.0 

676 

59 

17% 

0.70 

24.8 

688 

62 

20 

1.05 

19.0 

7,327 

1,998 

These  investor 

28'/2 

10% 

6V2 

23% 

1.34 
0.36 
0.36 
1.18 

21.3 
29.9 
17.9 
19.8 

675 
216 
162 
860 

406 
27 
31 

268 

favorites  all 
sell  software, 
hardware  or 
services  that 

could  be  upstaged 

by  Windows  95. 
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csfckr  the  network  called  Windows  NT. 
Mir  isn't  a  big  seller  yet,  but  that  could 
tO  iange  dramatically  when  a  new  ver- 
omion  of  it  comes  out,  possibly  late  next 
iile,  -ar.  Ominously  for  Novell,  Windows 
via  5  itself  includes  some  network  utili- 
;s  that  used  to  be  Novell's  exclusive 
hatomain.  "This  is  the  nose  of  the 
leaimel,"  says  Chris  Le  Tocq  of  Los 
tos,  Calif.-based  SoftTracks  Soft- 
tonfare  Research. 

Symantec  Corp.  is  best  known  for 
Norton  Utilities — a  collection  of 
ndy  little  programs  that  do  house - 
eping  chores  like  finding  lost  files — 
teknd  Desktop,  an  operating  system 
wor  rerlay  that  shields  users  from  the 
rjy  complexities  of  the  older  Micro- 
ft  Windows.  Windows  95  is  less 
;sysl  ;ly.  Isn't  that  a  worry? 

We'll  have  a  great  six  to  nine 

onths   as   our   installed   base   up- 

ades,"  argues  Gordon  Eubanks,  Sy- 

mtec's  chief  executive.   "The  in- 

asing  power  and  complexity  of  the 

tern  and  software  makes  PCs  more 

cars  than  microwaves.  Our  prod- 

s  are  like  carrying  a  spare  tire  and 

eking  the  oil." 

>ut  Windows  95  comes  with  the 
ivalent  of  a  compact  spare  and  jack 
ady.  How  many  users  will  spend 
the  better  one? 

Symantec  and  another  publicly 
ded  firm,  Shiva  Corp.,  sell  software 
remote  access;  Stac  Electronics  is 
>ving  into  the  market.  This  soft- 
re  allows  you  to  use  an  ordinary 
:phone  line  to  network  a  PC  far 
ay.  This  is  particularly  important  for 
rs  who  travel  or  take  work  home. 

bes»  July  17,  1995 


As  specialty  software,  remote  access 
looks  vulnerable.  Included  in  Win- 
dows 95  is  a  feature  called  Briefcase, 
which  allows  files  to  be  synchronized 
between  desktop  and  portable  com- 
puters. Shiva  seems  to  be  better  posi- 
tioned than  the  others  because  it  has 
sold  a  license  for  some  of  its  program- 
ming code  to  Microsoft.  But  whatev- 
er salvation  will  come  from  this  license 
has  been  more  than  discounted  in 
Shiva's  stock  price,  which  is  1 16  times 
trailing  earnings. 

Adobe  Systems  has  seen  its  stock 
double  in  the  past  year,  in  part  on  the 
strength  of  its  Acrobat  document- 
passing  software.  Trouble  ahead: 
Windows  95  users  might  find  they  can 
do  without  Acrobat  by  using  Win- 
dows' new  "rich  messaging  capabili- 
ties" format.  This  format  could  be- 
come a  de  facto  standard  for  E-mail  in 
the  Windows  crowd. 

Perhaps  the  most  intriguing  new 
tool  in  Windows  is  related  to  the 
telephone.  It  includes  a  bundle  of 
telephony  standards  and  protocols  for 
hardware  vendors  who  want  to  turn  a 
PC  into  a  call-processing  system  ("for 
purchasing,  press  3,"  etc.).  A  $3,000 
Pentium  computer,  equipped  with 
several  thousand  dollars'  worth  of 
extra  circuit  boards  and  call-process- 
ing software,  could  become  nearly  as 
powerful  as  a  proprietary  call-process- 
ing system  costing  $20,000.  This  is  an 
opportunity  for  companies  selling 
add-in  circuit  boards,  such  as  Brook- 
trout,  Dialogic  and  Natural  Microsys- 
tems. Established  call-processing 
companies  with  expensive  proprietary 


hardware,  like  Octel  and  Centigram, 
are  on  the  defensive,  says  John  Pow- 
ers, an  analyst  at  Robertson  Stephens 
in  San  Francisco. 

The  looming  threat  from  Windows 
is  giving  rise  to  predictable  cries  of 
monopoly.  "Microsoft  bundles  infe- 
rior technology  into  the  operating 
system,"  fumes  Gary  Reback,  a  Palo 
Alto,  Calif,  lawyer  whose  brief  in- 
spired Judge  Stanley  Sporkin's  unsuc- 
cessful antitrust  attack  on  Microsoft. 
"That  freezes  the  market.  The  invest- 
ment in  the  company  that  innovated 
the  feature  is  lost." 

Reback,  typical  of  his  breed,  ig- 
nores the  interests  of  consumers  who 
gain  from  not  having  to  buy  half  a 
dozen  utilities  a  la  carte.  Says  Brad 
Chase,  general  manager  of  the  per- 
sonal systems  division  at  Microsoft: 
"It's  like  we're  putting  in  a  basic  car 
radio.  If  consumers  want  something 
fancier  there  are  plenty  of  companies 
who'll  supply  it  to  them." 

A  famous  precedent  in  antitrust  law 
supports  Chase's  view  of  fair  competi- 
tion. In  the  1960s  Automatic  Radio 
Manufacturing  sued  Ford  Motor,  ar- 
guing that  Ford  changed  its  dash- 
boards so  as  to  make  it  easy  for  Ford  to 
deliver  a  factory- installed  radio  but 
hard  for  a  dealer  to  supply  a  compet- 
ing model  from  Automatic.  Ford  won 
the  case.  Automatic  Radio  sold  its 
domestic  radio  business  in  1978. 

The  proper  response  of  a  small 
software  company  is  to  produce  prod- 
ucts so  compelling  that  customers 
won't  bother  with  the  freebies  in  the 
Windows  package.  If  it  can.  Hi 
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-      (Then  there  are  the  rest  of  us.) 


GTE  serves  lots  of  people.  With  one  thing  in  common. 

They  don't  care  how  technology  works.  Just  how  it  can  make  their  lives  easier. 

If  you  share  their  interest,  give  us  a  try. 


Shannon  Anderson  teleconferences  from  Everett,  Washington 
Which  she  finds  easier  than  spending  a  minute  longer  in  the  office  than  she  has  to. 


Its  Amazing 


an 

What    We    Can     Do 

Together: 
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COMPUTER  VENTURES 

Data  via  cable? 


BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is 
founder  of  Technologic 
Partners,  a  technology 
consulting  company 
in  New  York  City, 
and  publisher  of 
Technologic  Computer 
Letter. 


In  thinking  about  the  future  of  technology, 
we  keep  making  the  same  mistake.  Our  imagi- 
nations leap  ahead  to  what  might  be,  and  it 
takes  years  for  reality  to  catch  up. 

The  latest  instance  involves  plans  to  use 
cable  television  networks  to  send  information 
at  high  speeds  to  personal  computers.  Work- 
ing on  equipment  to  make  such  transmission 
possible  are  some  of  the  biggest  names  in 
electronics  and  communications,  including 
General  Instrument,  Hewlett-Packard,  Intel, 
Motorola  and  Zenith  Electronics,  as  well  as 
such  small  new  companies  as  Com2 1 ,  Hybrid 
Networks  and  Lancity. 

Programming  that  might  use  such  networks 
is  being  developed  by  the  likes  of  Compton's 
New  Media,  Computer  Curriculum,  Intuit, 
Washington  Post/Newsweek  and  Wells  Fargo 
Bank.  Viacom  and  Comcast  have  started  limit- 
ed public  trials,  and  Tele-Communications 
Inc.,  through  a  company  called  ©Home  it  has 
formed  with  the  venture  capital  firm  of  Klein- 
er Perkins  Caufield  &  Byers,  expects  to  offer 
cable  access  to  the  Internet  by  early  next  year. 
Two  divisions  of  Time  Warner,  Time  Warner 
Cable  and  Time  Inc.,  recently  announced  the 
development  of  a  new  on-line  service  created 
by  Time  and  local  partners  that  will  be  deliv- 
ered via  cable. 

Despite  all  this  activity,  most  of  us  won't 
soon  be  plugging  television  cables  into  our 
PCs,  just  as  most  of  us  won't  soon  be  enjoying 
interactive  television.  Tomorrow's  interactive 
television — in  which  families  use  the  TV  to 
shop,  play  games  and  watch  the  latest  videos 
whenever  they  want — was  all  the  rage  two 
years  ago.  Lately,  however,  public  trials  of 
interactive  TV  have  been  stretching  out  or  pro- 
ducing disappointing  results.  The  experts 
know  scarcely  any  more  now  about  how  to 
build  the  networks,  what  consumers  really 
want  to  watch  or  what  they  are  willing  to  pay 
than  they  knew  a  year  ago.  Similar  quandaries 
will  soon  arise  for  the  future  of  cable  data. 

For  now,  cable  data  are  beginning  to 
receive  the  sort  of  optimistic  publicity  that 
interactive  television  once  enjoyed.  By  hook- 
ing their  lines  to  PCs  instead  of  TVs,  cable 
system  operators  could  begin  offering  interac- 
tive ser  ices  today.  One  immediate  benefit 
would  be  faster  access  to  America  Online, 
CompuServe,  Prodigy  and  the  other  on-line 
services,  and  taster  access  to  the  Internet,  the 
world's  largest  computer  network. 
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Today,  most  people  connect  to  those  ser- 
vices and  the  Internet  through  ordinary  tele 
phone  lines,  which  are  very  slow.  Cables  can 
carry  data  at  speeds  of  up  to  30  megabits  pe 
second.  That  is  250  times  the  rate  of  the  be: 
telephone  lines  (isdns)  and  2,000  times  the 
rate  of  a  good  modem  on  a  standard  phone 
line.  Cable  could  deliver  high-quality  sound 
snappy  video  and  graphics  to  a  PC. 

Sounds  great.  But  could  our  imagination: 
be  running  ahead  of  the  technology?  Techn 
cal  hurdles  must  be  surmounted  if  systems 
designed  for  broadcasting  television  signals 
are  modified  to  handle  high-bandwidth  data 
transmissions.  One  is  the  one-way  nature  of 
cable.  Cable  systems  are  currentiy  configure 
to  send  lots  of  data  downstream  into  the 
home,  with  little  going  back  upstream. 

Another  significant  issue  is  whether  the 
cable  companies  will  be  willing  to  pay  for  tl 
upgrades  to  their  head-end  equipment  that 
will  be  needed  to  handle  digital  traffic.  Also 
question  is  whether  cable  modems,  which  c 
from  $500  to  $700  today,  should  be  pur- 

Most  of  us  won't  soon 
be  plugging  TV  cables 
into  our  PCs. 


chased  outright  by  customers,  leased  from 
cable  companies  or  included  in  a  fixed  servi' 
charge.  That  question  is  part  of  the  broade 
problem  of  determining  just  how  much  cus 
tomers  will  be  willing  to  pay  for  data  servic 
when  many  are  already  complaining  about 
mounting  charges  for  basic  cable  and  prem 
um  services. 

A  cable  operator  will  have  to  spend  as  mi 
as  $15,000  for  the  capital  equipment — 
routers,  wide-area  access  gear,  and  commu 
cations  servers — needed  to  support  up  to  2i 
personal  computer  connections.  That  conn 
to  about  $75  per  user,  or  something  like  $. 
billion  if  all  65  million  American  cable  hon 
were  wired  for  data.  Add  $500  for  each 
home's  cable  modem,  which  most  subscrib 
won't  want  to  pay  for,  and  you're  talking 
about    real  money. 

This  huge  upfront  cost  makes  me  skepti< 
about  instant  success  for  cable  data  networ 
ing.  If  the  capital  cost  indeed  runs  to  $575 
per  user,  it  would  take  a  charge  of  $20  a 
month  to  keep  the  payback  period  under 
three  years.  The  typical  household  now  pa; 
about  $28  a  month  for  cable,  so  that  extra 
$20  would  represent  a  71%  increase.  Whic 
suggests  to  me  that  most  ordinary  folks  w( 
rush  to  connect  their  PCs  to  a  data  cable  qi 
as  rapidly  as  the  early  hyperbole  would  hav 
believe.  M 
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course,  if  you're  thinking  of  moving  to 
client/server,  yon  already  knew  that. 

Can  you  move  your  business  to  client/server  without  suffering  from  negative 
side  effects?  We  think  so.  In  fact,  with  J.D.  Edwards  enterprise  business  software, 

the  switch  can  be  surprisingly  pleasant.  Instead  of  rushing  headlong  into  an 

environment  you  may  not  be  ready  for,  you  make  the  move  step  by  step,  at  a  pace 

you  find  comfortable.  To  find  out  how  J.D.  Edwards  client/server  software  can  help 

your  business,  relax,  take  a  deep  breath,  and  call  us  at  1-800-727-5333,  ext.  203. 


JDEdwards 
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INSIGHTS 


Eyes  on  lasers 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  new  book  on 
investing  in 
technology  stocks 
and  funds  is 
The  Market  that 
Beats  the  Market 
(Little,  Brown,  1995). 


THERE'S  A  GOOD  CHANCE  that  nearsighted 
Americans  will  soon  be  treated  with  lasers  that 
sculpt  the  eye  to  make  glasses  unnecessary. 
That's  why  I  consider  Summit  Technology  a 
good  speculative  bet.  Summit  manufactures 
the  costly  equipment  for  this  procedure. 

Summit  first  appeared  in  these  pages  4V2 
years  ago,  in  a  column  about  lasers  used  for  gall 
bladder  surgery  (Forbes,  Jan.  7,  1991).  I 
mentioned  Summit  in  passing,  noting  that  the 
U.S.  Food  &  Drug  Administration  might  ap- 
prove the  eye  laser  in  1993.  Summit  is  still  wait- 
ing for  full  approval,  but  that  may  be  more  the 
bureaucracy's  fault  than  Summit's.  The  compa- 
ny has  now  received  a  conditional  recommen- 
dation for  approval  by  the  fda's  ophthalmic 
advisory  panel. The  laser  operation  is  already 
being  performed  in  45  other  countries. 

The  procedure  is  bloodless  and  takes  only 
15  seconds  per  eye.  An  ultraviolet  laser  under 
computer  control  skims  off  a  portion  of  the 
eye's  lens  to  a  depth  of  8  microns  or  so  (a  micron 
is  1/25,ooo  of  an  inch).  It  does  this  by  heating  up 
and  instantly  vaporizing  the  tissue. 

The  shaving  of  the  lens  changes  its  refractive 
properties  in  order  to  focus  images  on  the  back 
of  the  eye.  At  the  moment,  laser  eye  surgery  is 
primarily  a  treatment  for  slightly  to  moderately 
nearsighted  people,  but  its  application  ulti- 
mately will  be  expanded  to  correct  farsighted- 
ness, astigmatism  and  perhaps  even  severe 
nearsightedness. 

At  least  three  dozen  companies  already  are 
involved  in  or  hurriedly  jumping  into  this  field. 
They  are  going  after  a  big  target.  This  country 
spends  $  1 3  billion  annually  for  eyeglasses  and 
contact  lenses. 

Surgery  to  correct  nearsightedness  is  al- 
ready common  in  the  U.S.,  but  it  requires  cut- 
ting rather  deeply  into  the  cornea  freehand, 
with  a  scalpel  (Forbes,  Mar.  28, 1994).  With  a 
laser  instead  of  a  scalpel,  the  ophthalmologist 
sets  up  the  computerized  system  and  then  sim- 
ply triggers  it  with  a  foot  pedal. 

Laser  surgery  seems  to  have  outcomes  that 
are  slightly  short  of  the  ideal,  but  are  better  than 
those  achieved  with  scalpels.  About  90%  of 
patients  who  have  had  the  laser  cut  get  vision  of 
20/40  or  better  in  both  eyes,  good  enough  to 
drive  a  car  without  glasses.  About  66%  of  pa- 
tients get  20/20  vision  in  each  eye.  But  the 
treatment,  for  now,  doesn't  work  for  the  1 5%  of 
the  nearsighted  population  who  wear  the 


thickest  glasses.  These  are  the  patients  requi  \ 
a  correction  of  6  diopters  or  more. 

Neither  scalpel  nor  laser  surgery  spells 
doom  for  eyeglasses  and  contact  lenses.  Eye 
change,  and  at  some  point  a  patient  who  ha 
undergone  either  operation  may  need  new 
glasses.  They  can  be  thinner,  lighter  lenses, 
but  surgery  is  really  a  treatment  for  nearsigh 
ness,  not  a  cure  for  it. 

What  does  the  laser  surgery  cost?  It  varie; 
widely  from  country  to  country,  but  in  Can; 
where  the  procedure  is  now  available,  it  run 
$3,000,  assuming  you  have  both  eyes  done 

Now  let's  turn  to  the  equipment.  The  las 
used  for  reshaping  the  cornea  is  typically  an 
excimer  laser  charged  with  a  mixture  of  argi 
and  fluorine  gases.  It  is  a  very  energetic  dev 
with  complex  optics,  and  is  therefore  a  heav 
expensive  machine.  It  costs  close  to  $500,0 
A  solo  ophthalmologist  probably  won't  ow 
one;  you  will  see  the  machines  bought  by  grc 
of  physicians  or  by  eye  centers  that  rent  tim 
on  the  equipment  to  independent  doctors. 

Seven  manufacturers  worldwide  make  ex 
cimer  laser  systems  for  corneal  work.  Anoth 
eight  make  nonexcimer  lasers  for  various  ey 
surgery  procedures,  some  of  which  can  be  v., 
to  correct  vision.  German,  U.S.  and  Japane: 
manufacturers  predominate.  In  the  U.S.  ths 
are  three  significant  players  with  publicly  tra. 

About  90%  of  patients  who 
have  had  the  laser  cut 
get  vision  of  20/40  or 
better  in  both  eyes. 


stock:  Summit  Technology,  visx  and  Laser- 
Sight.  If  and  when  the  U.S.  market  opens  u 
Summit  Technology  is  likely  to  dominate  it 

Why?  The  Summit  system,  which  has  a  si 
stantial  export  volume,  has  already  been  ap- 
proved in  the  U.S.  for  certain  therapeutic  a] 
plications.  VISX's  laser  is  thought  by  industr 
analysts  to  be  about  a  year  behind  in  the  FD. 
approval  cycle.  LaserSight's  technology  is  Hi 
to  cost  less  than  Summit's  but  it  is  unlikely 
get  federal  approval  before  1999. 

I  consider  Summit  Technology  a  buy  at ': 
or  lower,  but  let's  be  clear;  this  is  a  gamble- 
exactly  what  you  should  expect  from  a  your 
medical  outfit. 

Look  back  at  that  1991  column  on  lasers 
Dump  Laserscope  and  keep  Surgical  Laser 
Technology,  I  said.  But  both  stocks  went 
down — a  painful  demonstration  of  how  risk 
investing  can  be  in  this  business.  If  Summit 
gets  the  fda  approval  it's  looking  for,  the  sfcl 
will  go  straight  up;  if  something  goes  wronj 
and  it  doesn't,  the  stock  will  sell  off.  WM 
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"  The  last  thing  I  need  is  a  computer  that 
can't  adapt  itself  to  the  future." 


IBM  Solution  #  81061-R 


a.k.a.  "Flexible  Architecture' 


ipany  on  earth  can  afford  to 
sack  on  emerging  technology. 
elps  explain  why  IBM  PCs  and 
lectaBus'"  architecture  are  so 
ient.  Credit  our  unique  riser 
at  offer  you  complete  freedom 
>se  your  desired  expansion 


PC  700 
•  SelectaBus 
PCI/ISA  or  PCI/ MC 
•  IBM  Help Ware* 
Easy  Tools 
Fax  ID*  1776 
FOR  DETAILS  ON  IBM  PCS,  CALL  1  800  772-2227' 


bus.  Which  means  you  can  take 
advantage  of  higher- performance 
alternatives  while  saving  thousands  in 
upgrade  costs.  As  they  say  in  some 
parts  of  the  world:  "tres  magnifique!" 
SelectaBus.  One  more  reason  there 
is  a  difference.'"         =::=.=:  := 


on  486  models  'For  copies  ol  IBM's  Statement  ol  Limited  Warranty,  call  1  800  772-2227  Monitor  stand  optional.  Product  availability  may  vary  IBM  and  HelpWare  are 
emarks  and  SelectaBus  and  "There  is  a  dillerence"  are  trademarks  ot  International  Business  Machines  Corporation.  "In  Canada,  call  1 800  465-7999.  ©1995  IBM  Corporation 


FACES  BEHIND  THE  FIGURES 


EDITED  DV  NANCY  ROTENIER 


The  "Spin"  doctor 

After  struggling  for  nine 
years  to  turn  a  profit  on  his 
irreverent,  hip  music 
magazine  Spin,  Bob  Guc- 
cione  Jr.  finally  made  it 
last  year — earning 
$600,000  on  $15  million 
in  revenues. 

Son  of  the  Penthouse 
founder,  young  Guccione, 
now  39,  learned  the  pub- 
lishing ropes  from  his  fa- 
ther, working  in  circula- 
tion and  marketing  before 
venturing  out  on  his  own 
in  1985  with  Spin.  "There 
was  no  music  magazine 
out  there  that  had  a  sense  of 
humor  about  itself,"  says 
Guccione.  Dad  originally 
bankrolled  Spin  to  the 


tune  of  $2  million,  but  a 
battle  over  control  per- 
suaded young  Bob  to  seek 
outside  financing  from 
private  investors  in  1987. 

Now  Guccione  is  ex- 
panding into  other  media. 
In  December  Spin  went 
on  America  Online.  The 
Spin  Alternative  Record 
Guide — the  first  in  a  three- 
book  deal  with  Vintage — 
will  come  out  in  October. 
"Publishing  is  a  business 
of  patience  and  faith,"  says 
Guccione.  "If  you  hang 
in  there,  this  is  what  can 
happen." 

"Spin" 's  Bob  Guccione  Jr. 
In  his  father's  footsteps. 


Computer  generated 


Awash  in  red  ink,  engi- 
neering firm  jwp  saw  disas- 
ter in  its  unprofitable 
computer  reselling  business 
two  years  ago.  But  Exec- 
utive Vice  President  John 
McKenna  saw  opportuni- 
ty. A  1977  Trinity  College 
graduate,  he  spent  nine 
years  in  sales  and  marketing 
at  IBM  before  joining  jwp. 

With  financing  help 
from  former  Michael  Mil- 
ken protege  Dort  Camer- 
on, McKenna  bought  the 
resale  unit,  naming  it  En- 
tex  Information  Services. 

From  his  Rye  Brook, 
N.Y.  base,  McKenna,  40, 
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John  McKenna  of  Entex 
Chasing  PCs  overseas. 


chopped  overhead  and 
inventories — and  moved 
up  cash  collection  to  ev- 
er)' 40  days  from  50.  Now 
he's  competing  with  IBM 
as  he  moves  $1.5  billion 
(sales)  Entex  further  into 
things  like  PC  maintenance 
and  network  manage- 
ment for  corporations. 
Next?  "We're  getting 
pressure  from  large  cus- 
tomers to  provide  global 
support,"  says  McKenna, 
who  opened  an  office  in 
Ireland  in  March. 


Old  folks  welcome 

Hearing  an  elderly  par- 
ent complain  about  life  in  a 
nursing  home  is  never 
easy.  But  in  Keren  Brown 
Wilson's  case,  it  was  the 
inspiration  for  Assisted  Liv- 
ing Concepts  Inc.,  a  $5 
million  (estimated  1995 
sales)  Portland,  Ore.- 
based  company  that  builds 
and  operates  apartment- 
style  housing  with  meals, 
housekeeping  and  nurs- 
ing for  the  moderate-  and 
low-income  elderly. 

Wilson,  47,  who  has  a 
Ph.D.  in  urban  affairs/ger- 
ontology from  Portland 
State,  consulted  on  private- 


ly funded  assisted-living 
projects  while  doing  pu 
policy  work  for  the  agir 
in  a  dozen  states. 

She  formed  her  own 
company  in  1988,  and  \ 
$900,000  in  Oregon 
state  bonds,  built  her  fi 
facility.  Last  year  Assistx 
Living  raised  $  1 8  millio 
a  public  offering,  and  vv 
use  the  money  to  build  i 
facilities  beyond  the  6  s* 
already  has  in  Oregon. 

"We  have  been  callec 
the  Wal-Mart  of  assiste< 
living,"  says  Wilson.  "II 
don't  have  a  problem 
with  that." 
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Keren  Brown 
Wilson  of 
Assisted  Livin 
Concepts 
The  Wal-Mai 
ization  of 
health  care 
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"I'm  not  paranoid.  I  just  want  to 
make  sure  my  files  have  24-hour  protection.' 


IBM  Solution  #50258-W 


a.k.a.  "Tamper -proof  Security' 


of  putting  a  team  of  attack 
on  permanent  office  patrol, 
no  better  way  to  protect  your 
nan  with  IBM  security.  Why? 
jse  every  IBM  PC  700  has 
tliflf  g  other  things)  a  full  system 
sguards  designed  to  prevent 


1  Government 

C2  security  capable 
1  Lockable  sliding 

security  panel 
<  Tamper-alert 


•  New.  sharper, 
brighter  color  monitor 
LogicLock""  protection 
•  Multilevel  password 

protection 

•  Fax  W  3468 


FOR  DETAILS  ON   PC  700s,  CALL  1  800  772-2227' 


unauthorized  access  to  diskettes, 
CD-ROM  units  and  PCMCIA  cards. 
A  system  that  effectively  keeps 
intruders  and  viruses  out.  And 
precious  files  and  assets  in.  The 
PC  700.  One  more  reason  there  is 
a  difference.'"        —  — - -  —  ;=: 


call  1  800  465-7999.  Product  availability  may  vary  IBM  is  a  registered  trademark  and  LogicLock  and  'There  is  a  dilletence"  ate  trademarks  ol  International  Business  Machines  Corporation. 
Corporation 
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Drawing  on  his  carefully  researched  data, 
Stanley  Rothman  arrives  at  gloomy  conclusions 
about  our  society.  Let's  hope  his  prognosis 
isn't  as  good  as  his  diagnosis. 

Newt  Gingrich, 
meet  Max  Weber 


By  Peter  Brimelow 

"It  is  a  capital  mistake  to  theorize 
in  advance  of  the  facts,"  chortles 
Stanley  Rothman,  quoting  one  of  his 
heroes,  Sherlock  Holmes  (in  "The 
Second  Stain"). 

Rothman  is  big  on  facts.  As  director 
of  the  Center  for  the  Study  of  Social  & 
Political  Change  at  Northampton, 
Mass. -based  Smith  College,  Roth- 
man has  spent  his  prime  years  orga- 
nizing minutely  detailed  objective 
factual  studies  of  such  interesting  sub- 
jects as: 

■  Who  commits  the  most  murder  on 
network  television?  (Answer:  busi- 
nessmen— about  a  third  of  all  TV  mur- 
ders, considerably  more  than  TV's 
professional  criminals.) 

■  How  large  is  the  difference  in  politi- 
cal attitudes  between  elite  journalists 
and  Americans  at  large?  (Answer:  star- 
ding — from  1964  through  1976,  me- 
dia leaders  never  voted  less  than  80% 
for  Democratic  presidential  candi- 
dates, 30  to  50  percentage  points 
above  the  overall  electorate.) 

■  Was  bestselling  author  Susan  (Back- 
lash: The  Undeclared  War  Against 
Women)  Faludi  right  to  argue  that 
Reagan-era  films  attacked  strong 
women?  (Answer:  Of  course  not — 
applying  the  systematic  social  science 
technique  called  "content  analysis" 
to  major  movies,  Rothman  found  a 
consistent   profeminist   shift   begin- 

*  Robert  Lichter  and  Linda  Lichter,  Rothman's 
coauthors  in  his  two  books  of  findings  (The  Media 
Elite;  Watching  America-.  What  Television  Tells  Us 
About  Our  Lives),  now  run  the  Washington-based 
Center  for  Media  &  Public  Affairs,  which  specializes 
in  content  analysis  (Forbes,  Dec.  23, 1991). 

100 


ning  in  the  1960s,  with  women  por- 
trayed not  just  sympathetically  but  in 
nontraditional  occupations  far  in  ex- 
cess of  reality. 

But  now,  at  67,  Rothman  is  gearing 
up  to  theorize  from  the  mass  of  facts 
he  has  spent  decades  gathering.  He's 
planning  a  magnum  opus,  whose  dark 
conclusions  are  captured  in  two  of  its 
tentative  titles  (he  can't  make  up  his 
mind):  "America  in  Decline?"  or 
"The  End  of  the  Experiment?" 

This  gloomy  subject  is  not  the  only 
thing  on  Rothman's  mind.  He  is  also, 
among  other  things,  in  the  last  stages 
of  coauthoring  two  other  books  and 
fundraising  for  a  couple  of  other  ma- 
jor surveys,  one  of  attitudes  to  quotas, 
multiculturalism  and  political  cor- 
rectness on  campuses.  "I  work  hard," 
Rothman  says. 

Rothman  is  probably  best  known 
for  ending  the  argument  about 
whether  media  bias  exists.  In  the  early 
1980s  he,  Robert  Lichter  and  Linda 
Lichter*  established  through  objec- 
tive polling  that  the  U.S.  major  media 
are  staffed  by  a  surprisingly  homoge- 
neous group:  upper-middle-class 
northeastern  urbanites  who  are,  as 
conservatives  have  always  com- 
plained, disproportionately  liberal. 
And  they  were  able  to  show  through 
content  analysis  that  this  viewpoint 
subtly  shapes  news  coverage. 

Despite  some  yelping — Washing- 
ton Post  Executive  Editor  Benjamin 
Bradlee  reportedly  announced  that 
no  one  in  his  newsroom  would  admit 
to  having  answered  the  survey — 
Rothman's  findings  are  widely  ac- 
cepted. (Bradlee's  attempted  evasive 
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action,  Rothman  says  grimly,  sh 
why  his  polls  have  to  be  done 
unimpeachable,  and  very  expen   if 
outside  survey  firms.) 

But  Rothman's  main  achiever 
as  a  political  scientist  may  well  b 
definitive  study  of  the  1960s 
Left,  coauthored,  like  the  rr 
study,  with  Robert  Lichter:  Rot 
Radicalism:  Jews,  Christians,  an, 
New  Left  (Oxford,  1982— to  be 
sued  by  Transaction  Publishers  si 
ly).  Despite  their  image,  New  Le 
were  not  flower  children,  Roth 
found  through  extensive  person 
surveys,  but  had  strong  authorit;  I 
and  power- seeking  tendencies 
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Political  scientist 
Stanley  Rothman 
Media  bias  and 
the  authoritarian 
leanings  of 
leftists  make 
him  pessimistic 
about  America. 


^sk  Rothman  surmises  that  while  the 
join  (w  Left's  rhetoric  may  have  differed 
;pen  m  that  of  right-wing  radicals  of  the 
>e  who  allegedly  bombed  the  Okla- 
en  ma  City  federal  building,  their  per- 
il lalities  might  be  quite  similar.  After 
both  have  bombmaking  fringes 
;  ir  1  dream  of  Armageddon.   Little 
ders  and  little  Himmlers. 
i'These  personality  types  are  always 
und,"  says  Rothman  of  the  radi- 
^  authoritarian     mentality.     "But 
iy  come  out  of  the  woodwork  when 
itt  jiety  starts  falling  apart.  Normally, 
i  inmler  would  just  have  been  an 
it  horitarian  schoolteacher." 
n  his  fascination  with  facts,  Roth- 


man was  intrigued  by  differences  he 
found  between  the  backgrounds  and 
personality  types  of  Jewish  radicals 
and  Christian  radicals.  The  Jewish 
radicals  tended  to  be  narcissistic,  self- 
indulgent,  anarchic,  from  upper-mid- 
dle-class, liberal,  reportedly  matriar- 
chal homes,  where  parents  often  sym- 
pathized with  their  children's  political 
activities.  The  Christian  radicals  tend- 
ed to  be  "rigid  rebels":  classic  au- 
thoritarian personalities,  estranged 
from  lower-middle-class  conservative 
homes,  in  revolt  against  domineering 
fathers  and  contemptuous  of  society 
for  its  weakness. 
Why  do  things  like  media  bias  and 
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the  authoritarian  leanings  of  leftists 
make  Rothman  pessimistic  about 
America?  Hasn't  he  followed  the  re- 
cent election  returns?  Isn't  he  aware 
that  corporate  restructuring  has  made 
U.S.  industry  competitive  again? 

Yes,  he  reads  the  newspapers,  but 
he  puts  more  store  in  German  sociol- 
ogist Max  Weber's  theory  that  capi- 
talism in  the  West  is  the  product  of 
very  unusual  cultural  conditions:  spe- 
cifically Protestant  Christianity,  with 
its  tradition  of  self- discipline,  individ- 
ualism and  rationality. 

Rothman's  diagnosis:  This  reli- 
gious tradition  may  be  self-destruct- 
ing. Its  very  rationality  is  undercut- 
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Stanley  Rothman 

ting  the  religious  basis  of  its  values. 
And  its  very  economic  success  has 
financed  the  rise  of  what  Rothman 
calls  "cultural  strategic  elites" — in- 
fluential groups  like  his  major  media 
professionals  and  academics — who 
are  divorced  from  the  system  and,  his 
polls  show,  increasingly  hostile  to  it. 

Rothman's  prognosis:  eventual  de- 
cay into  stagnant,  authoritarian  bu- 
reaucracy. Which,  he  points  out,  has 
in  fact  been  the  norm  through  most  of 
human  history. 

So,  yes,  the  Republicans  swept  the 
polls,  there's  more  talk  about  family 
values,  the  economy  is  growing  and 
the  stock  market  is  celebrating.  Roth- 
man waves  all  that  aside.  The  facts 
again.  He  says  they  reflect  Weber,  not 
Gingrich. 

"Divorce,  illegitimacy,  crime — ev- 
ery indicator  of  social  decay  got  worse 
under  Reagan.  And  there's  no  real 

"Part  of  me  continues  to 
hope  that,  if  I  can  just  get 
the  facts  out  there, 
somebody  else  will  figure  out 
what  to  do  about  it." 


sign  of  a  cultural  revival  now."  In  fact, 
he  says,  sociologists  are  expecting  an 
increase  in  crime  as  the  young  male 
population  starts  to  grow  again. 

How  do  we  get  out  of  this  mess? 
Rothman  shrugs  and  talks  vaguely  of  a 
possible  religious  revival,  although  he 
himself  is  an  agnostic. 

Doesn't  that  talk  of  religious  revival 
sound  like  House  Speaker  Gingrich's 
eulogizing  the  role  of  Methodism  in 
Victorian  England?  Rothman  is  skep- 
tical: "Gingrich  is  a  politician.  You 
can't  tell  people,  go  believe  in  God. 
You  need  a  religious  leader." 

But  then  Rothman  shrugs  again. 
"Hey,  I  don't  know  what's  going  to 
happen.  Part  of  me  continues  to  hope 
that,  if  I  can  just  get  the  facts  out 
there,  somebody  else  will  figure  out 
what  to  do  about  it." 

So,  maybe  things  aren't  as  bad  as 
Rothman  thinks.  Diagnosis  is  what 
interests  him,  and  in  overcoming  dis- 
ease, proper  diagnosis  is  at  least  half 
the  fight.  Thus,  you  can  buy  Roth- 
man's fact- based  diagnosis  without 
accepting  his  prognosis.  HH 
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Move  over,  Madonna.  Here  come  Enya, 
Ramazotti  and  Youssou. 

How  do  you  say 
rock  V  roll 
in  Wolof ? 


By  Robert  La  Franco  and  Michael  Schuman 


Sony  Music  Entertainment  has  a 
new  star  on  its  hands:  36-year-old 
Youssou  N'Dour,  hailing  from  Da- 
kar, Senegal.  His  latest  album,  The 
Guide,  sold  700,000  copies — over 
100,000  of  them  in  the  U.S.,  the  rest 
in  Europe,  Asia,  Africa  and  Latin 
America.  A  single  from  the  album,  7 
Seconds,  sold  more  than  1.5  million 
copies. 

Not  bad  for  a  chap  who  performs  in 
a  flowing  boubou — the  traditional 
Senegalese  robe — and  sings  mostly  in 


his  native  language  of  Wolof. 

Beams  Frederic  Rebet,  a  top  ext 
tive  in  France  for  Sony's  Colun 
Records  division:  "Suddenly,  acts 
Youssou  are  selling  everywhere 
countries  you  wouldn't  expect." 

For  decades  the  major  record  la 
have  peddled  acts  like  Mado 
to  non- English -speaking  mari 
worldwide.  But  now  their  execu 
listening  rooms  are  alive  with  stra 
tongues — "local  repertoire,"  as 
trade  calls  non-English  recording: 


Ireland's  Enya 

She  sings  in  Gaelic,  but  outsold  Madonna 


legalese  pop  star  Youssou  N'Dour 

weign  music,"  says  a  Tower  Records  executive,  "is  where  all  the  hipsters  are." 


laven-haired  Enya,  a  native  of 
unty  Donegal,  Ireland,  sings  about 
tits  and  nature  in  Gaelic  for  Time 
rner's  Warner  Music  Internation- 
Released  in  1991,  Enya's  latest 
um,  Shepherd  Moons,  has  sold  8 
lion  copies  worldwide,  nearly  dou- 

Madonna's   Erotica  album,  re- 
Jed  a  year  later. 

ros  Ramazotti,  a  pop  crooner 

Rome,  sold  3.5  million  copies 

his  latest  album  in  Europe  and 

n  America  for  Germany's  Ber- 
mann  Music  Group.  And  emi's 
roes  Del  Silencio,  a  Spanish 
up,  sold  550,000  units  of  its  latest 
um;  more  than  half  of  that  was  in 
mtries  where  Spanish  is  not  the 
ive  language. 
Originally,  we   only  distributed 
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U.S.  product  internationally,"  says 
Gerald  Gold,  chief  financial  officer  of 
Warner  Music  Group.  "But  we  now 
realize  that  local  repertoire  is  critical 
for  our  sales." 

In  1980  less  than  a  third  of  War- 
ner's Music  International's  $318  mil- 
lion in  recorded  music  sales  came 
from  non-U.S.  artists.  Last  year  these 
acts  brought  in  over  $630  million — 
60%  of  its  total  recorded  music  sales. 
emi  International  got  around  a  third 
of  its  $3-billion-plus  in  revenues  from 
local  repertoire;  half  of  PolyGram's 
$3.3  billion  in  pop  music  sales  was 
generated  by  local  repertoire  acts. 

Profits  account  for  even  larger  per- 
centages. Foreign  singers  don't  de- 
mand superstar  perks  and  typically  cut 
less   attractive   deals   than   do   their 


American  counterparts.  Too,  album 
prices  are  higher  in  a  number  of  for- 
eign markets. 

Bottom  line:  Record  companies  in 
the  U.S.  operate  at  gross  profit  mar- 
gins of  around  30%  to  35%,  but  over- 
seas that  margin  can  top  45%. 

Al  Teller,  chairman  of  mca  Music 
Entertainment  Group,  says  he  has 
spent  $20  million  since  1994  to  ex- 
pand mca's  overseas  operations. 

In  most  countries  mca's  acts  used 
to  be  marketed  and  promoted  by 
other  companies.  But  by  the  end  of 
this  year  Teller  will  have  set  up  24 
wholly  owned  subsidiaries  in  as  many 
countries. 

mca  will  invest  millions  more  to 
increase  the  foreign  sales  of  such  acts 
as  Guns  N'  Roses  and  Live,  but  mon- 
ey will  also  be  spent  to  develop  for- 
eign talent.  In  five  years,  says  Teller, 
mca  is  planning  to  have  70%  of  its 
revenues  come  from  overseas;  a  third 
of  that  is  expected  to  come  from  local 
repertoire,  up  from  practically 
nothing  today. 

All  of  this  is  old  news  to  the  folks  at 
Viacom  Inc.'s  mtv.  As  the  number  of 
householders  with  TV  sets  and  cassette 
and  CD  players  has  mushroomed, 
mtv's  international  channels  have 
played  a  huge  role  in  promoting  local 
repertoire,  mtv  Asia,  for  example, 
mixes  videos  of  local  stars  with  inter- 
national music  and  has  regular  pro- 
grams for  Japanese-,  Chinese-  and 
Hindi -language  acts  that  are  broad- 
cast all  across  Asia. 

mtv  is  taping  a  program  with  Can- 
tonese superstar  Andy  Lau.  The  show 
will  be  broadcast  throughout  Asia 
later  this  year. 

Resistance  to  foreign-language 
music  has  been  heaviest  in  the  U.S., 
which  accounts  for  a  third  of  the  $36 
billion  (retail  sales)  global  recorded  - 
music  business.  Sacramento -based  re- 
tailer Tower  Records  sells  only  $10 
million  of  foreign  music  in  the  U.S. — 
about  2%  of  its  audio  music  sales.  But 
that's  around  a  sixfold  increase  over 
the  past  five  years,  and  the  number  of 
foreign  titles  Tower  carries  has 
jumped  fourfold,  to  5,000. 

"Listeners  in  their  late  20s  and  30s 
who've  been  buying  rock  for  decades 
want  something  different,"  says  Stan- 
ley Goman,  Tower's  head  of  retail 
operations.  "Foreign  music  is  where 
all  the  hipsters  are."  US 
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Unocal's  new  boss  sees  an  advantage 
in  being  at  the  bottom  of  the  heap: 
There's  plenty  of  room  on  the  upside. 

Getting  the 
lead  out 


i 


By  Damon  Darlin 

Fred  Hartley,  the  crusty,  profane 
chairman  of  Unocal  Corp.,  was  de- 
posed in  1989,  but  not  before  he  had 
thwarted  T.  Boone  Pickens'  run  at  his 
big  oil  company.  Hardey  saved  Uno- 
cal by  almost  wrecking  it.  He  made  a 
huge  stock  buyback,  paying  with  bor- 
rowed money. 

Those  who  were  Unocal  share- 
holders at  the  time  made  out  hand- 
somely, but  the  company  suffered, 
with  a  debt-to-total-capital  ratio  still 
above  59%  and  bereft  of  $2  billion 
worth  of  assets  sold  to  pay  down  debt 
incurred  in  fighting  the  takeover. 
Short  of  cash,  Unocal  had  to  cut  back 
capital  spending  and  exploration.  The 
nation's  14th -largest  integrated  oil 
company,  with  $8  billion  in  revenues 
last  year,  Unocal  earned  less  than  2 
cents  on  its  revenue  dollar,  less  than 
half  the  industry  average.  Shareholder 
return  is  also  among  the  lowest  in  the 
industry.  Only  now,  ten  years  later,  is 
Unocal  recovering  from  its  war 
wounds. 

Roger  C.  Beach  became  the  Los 
Angeles  oil  company's  chief  executive 
officer  in  May  1994,  and  though  the 
58 -year-old  engineer  has  spent  nearly 
his  entire  career  at  Unocal,  he  has  no 
attachment  to  the  old  ways. 

For  one  thing,  he  is  willing  to  sell 
anything  that  doesn't  contribute  to 
the  company's  current  focus.  Unocal 
has  sold  its  operations  in  Norway,  sold 
its  coal  and  uranium  mines  and  pulled 
out  of  retailing  gasoline  in  the  south- 
eastern U.S.  It  spun  oft  its  Midwest 
gas  stations  to  a  50-50  jo; ^t  venture 
with  the  Venezuelan  nat  onal  oil 
company.  Currently  on  the  block:  its 
California  oilfields,  which  include  the 
land  where  the  company  drilled  its 
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first  wells.  Beach  is  vacating  Unocal's 
landmark  downtown  Los  Angeles 
headquarters  for  a  single  floor  in  a 
low-profile  building  near  the  Los  An- 
geles International  Airport. 

The  profit  core  of  the  company  is 
no  longer  its  U.S.  refining  and  mar- 
keting operations.  The  company  is 
shifting  its  production  focus  to 
Southeast  Asia  and  the  Caspian  Sea. 
Almost  half  of  its  assets  are  now  there 
and  elsewhere  overseas,  where,  as  one 
of  the  industry's  lowest-cost  produc- 
ers, it  gets  an  annual  return  on  assets 
of  18%,  the  industry's  best  record. 

Repeated- waves  of  layoffs  have  cut 
the  layers  between  Beach  and  a  field 
foreman  to  5  from  12.  This  has  al- 
ready produced  faster  decision  mak- 
ing. When  a  geothermal  well  of  tre- 
mendous potential  was  discovered  by 
Unocal  geologists  in  Indonesia  last 
May,  Beach  made  a  decision  within  a 
day  to  site  a  power  plant  nearby. 

That  move,  says  Beach,  is  the  wave 
of  the  future.  Unocal  has  stopped 
retrenching  now  and  means  to  move 
forward.  "Now  we  have  to  grow," 
says  Beach. 

By  1996,  Unocal's  geothermal 
projects  in  Indonesia,  gas  develop- 
ment in  Thailand,  and  oil  wells  in  the 
Caspian  Sea  off  Azerbaijan  will  begin 
throwing  off  more  cash.  Unocal  is 
drilling  for  additional  gas  off  Burma  in 
a  field  one-third  the  size  of  the  Gulf  of 
Mexico  and  is  putting  in  a  pipeline 
across  Burma  to  ship  gas  from  the 
Andaman  Sea  to  Thailand.  It  is  also 
negotiating  with  officials  in  Pakistan, 
China  and  Vietnam  to  develop  oil  and 
gas  properties  in  those  countries  or 
build  and  run  power  plants. 

So  are  other  oil  companies.  But 


Unocal  Chairman 
Roger  C.  Beach 
(right)  and 
Lawrence  M. 
Higby,  president 
of  the  76  Products 
unit 

And  now  to  pump 
up  those  gas 
station  profits. 


Unocal  thinks  it  might  have 
an  advantage  because  it  can 
show  officials  in  Southeast 
Asia  how  it  has  developed 
local  staff.  "We  may  be  a 
little  bit  ahead  of  the  pack 
there  because  of  our  exper- 
ience," says  John  Imle, 
Unocal's  president  and 
point  man  for  its  overseas 
expansion.  "Thailand's  a 
showcase  where  we  can  bring 
Vietnamese  or  the  Chinese." 

Unocal's  U.S.  refineries  and 
stations  still  drag  down  the  corr 
ny's  overall  performance.  Contrit 
ing  70%  of  the  company's  reven 
they  bring  in  only  14%  of  profits. 

Beac.h  considered  selling  the  re 
ing  and  marketing  operation,  but 
knowing  its  value,  he  broke  an  anc 
Unocal  rule  by  hiring  an  outsi 
Lawrence  Higby,  a  former  Peps 
executive,  to  head  the  operation: 
Higby  could  sell  soda  in  competi 
with  Coke,  why  couldn't  he  sell  g 

Higby  hired  20  executives  fi 
outside  Unocal — from  PepsiCo. 
Eleven  and  a  car  wash  chain.  Hig. 
studies  show  that  customers,  part 
larly  women,  choose  a  gas  sta-. 
largely  because  of  convenience.  1 
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doesn't  necessarily  mean  a  conve- 
nience store,  like  Arco's  successful 
am/pm  chain.  It  could  also  involve 
pairing  gasoline  with  a  copy  center  or 
a  car  wash.  Bank  of  America  is  testing 
a  branch  in  a  Mojave  Desert  Unocal 
gas  station.  Higby  is  also  experiment- 
ing with  a  combination  gas  station 
and  Nathan's  Famous  hot  dog  stand. 
Higby's  boss,  Beach,  isn't  wedded  to 
keeping  the  U.S.  marketing  and  refin- 
ing operations,  but  if  he  sells  them 
he's  determined  they  won't  fetch  fire- 
sale  prices. 

John  Hervey  of  Donaldson,  Lufkin 
&  Jenrette  predicts  Unocal's  earnings 
per  share  should  climb  20%  this  year 
to  $1.30.  If  he's  right,  it  could  be 
earning  $1 .80  a  share  next  year.  Being 
near  the  bottom  of  the  heap,  Unocal 
has  nowhere  to  go  but  up.  MH 
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Live-action  computer  games  may  not  be  high  art,  but 
they  are  making  money  and  the  money  is  beginning  to 
lure  some  of  Hollywood's  better-known  performers. 

'Your  turn  to 
die,  sucker! " 


By  Damon  Darlin 

Yasmine  Bleeth  stars  in  prime  time 
TV's  Baywatch.  The  show  is  syndicat- 
ed in  140  countries  around  the  world 
and  helped  land  Bleeth,  26,  among 
People  magazine's  50  most  beautiful 
people  last  May. 

So  why,  with  her  career  clearly  on  an 
upswing,  is  Bleeth  now  appearing  in 
Maximum  Surge,  a  computer  game 
that  uses  full -motion  video  with  live 
actors?  Wearing  tight  fatigues  and  a 
low-cut  tank  top,  Bleeth  blasts  an- 
droids from  outer  space  who  shout  such 
lines  as,  "Your  turn  to  die,  sucker!" 

She's  not  doing  it  for  the  money. 
Pay  for  actors  in  live -action  computer 
games  starts  at  about  $1,800  for  a 
week's  work,  nothing  to  get  excited 
about  in  Hollywood.  Stars  make 
more,  but  more  important  than  the 
money,  says  Bleeth,  her  Maximum 
Surge  character  gives  her  a  chance  to 
show  directors  and  casting  agents  that 
she  can  do  more  than  look  good  on 
the  Santa  Monica  beach  in  a  swimsuit. 
She  adds:  "I  also  get  in  on  the  bottom 
floor  of  a  new  and  rising  medium." 

Games  starring  live  actors  are  still  a 
small  part  of  the  $716  million  (retail 
sales)  computer  game  industry.  The 
business  is  dominated  by  such  games 
as  Doom,  Mortal  Kombat  and  Myst — 
each  of  these  has  grossed  over  $50 
million  (at  retail )  and  features  animat- 
ed characters,  not  real  actors.  But  live- 
action  games  are  beginning  to  make 
inroads  as  game  developers  look  for 
ways  to  differentiate  their  products  in 
an  increasingly  crowded  market. 

Take  San  Francisco  game  developer 
Mechadeus.  It  released  its  first  live- 
action  game,  Critical  Pass,  ii  1993. 
The  game  featured  an  unknown  ac- 
tress yet  sold  a  decent  125,000  copies 
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at  $30  apiece,  turning  a  modest  profit 
on  its  $450,000  production  cost. 

The  target  audience  for  action  and 
adventure  computer  games  is  males, 
age  16  to  35.  Mechadeus  co-owner 
Deirdre  O'Malley  figured  she  could 
sell  more  product  to  this  crowd  if  her 


next  game,  The  Daedalus  Encou 
starred  an  attractive  actress  with  i 
quee  (or  at  least  TV  Guide)  valut 
she  began  listing  all  the  women  ac 
stars  she  could  think  of,  and  askec 
young  guys  in  her  office  and  at 
garage  where  she  gets  her  Merc 
serviced  whom  they'd  like  to 
computer  games  with.  One  n 
consistently  scored  hoots  and  hoi 
Tia  Carrere,  the  exotic  star  of  Wa 
World  and  True  Lies. 

O'Malley  called  Carrere's  ag 
To  her  surprise  the  agent  called  b 
and  before  long  the  actress  agree 
play  a  gun-toting  heroine  in  The  i 
dalus  Encounter. 

O'Malley's  marketing  instinct 
on  the  money.  With  the  buxom  ( 
rere  plastered  prominently  in  ad 
tisements  and  on  the  box,  Daedi 
only  three  months  in  stores,  ha. 
ready  shipped  over  100,000  uni 
about  $50  a  copy.  Produced  for  I 
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I  iillion,  the  game  has  earned  over  $1 
I  illion  for  Virgin  Interactive  Enter- 
I  inment,  which  financed  the  produc- 
jt  Dn  (Mechadeus  gets  a  royalty). 
«1  Ryan  Brant,  chief  executive  of  New 
it  Drk's  Take  2  Interactive  Inc.,  did 
M'en  better  with  his  game  Hell:  A 
Cyberpunk  Thriller.  Released  in  De- 
ft mber  and  featuring  Hollywood  vet- 
*an  Dennis  Hopper,  Hell  has  sold 
^»out    300,000    copies   worldwide, 
'ant's   Take    2    Interactive    profit: 
ound  $2.5  million,  although  Hop- 
r  gets  a  piece  of  the  profits,  too. 
For  his  upcoming  Ripper,  Brant  has 
llrmarked  $625,000  of  the  game's 
t.5  million  budget  to  sign  Academy 
vard  winner  Christopher  Walken, 
((iren  Allen  (she  starred  in  the  first 
diana  Jones  movie)  and  old-timer 
lrgess  Meredith,  as  well  as  two  doz- 
minor  actors. 
JditfSome  of  Hollywood's  production 
orient  is  beginning  to  get  interested  in 


Yasmine  Bleeth  (below)  and  Tia  Carrere 

Babes  with  arms  shoot  it  out  for  computer  game  shelf  space. 


live-action  computer  games,  too.  Wil- 
liam Mesa,  who  worked  on  The  Fugi- 
tive as  a  special  effects  expert,  wants  to 
direct  a  major  feature.  He  signed  on 
to  direct  the  $3  million  (production 
budget)  Maximum  Surge  game  to 
showcase  his  talent  for  organizing  a 
complex  shoot  schedule  of  300  differ- 
ent scenes  that  includes  15  to  20 
pyrotechnic  effects  in  a  single  day. 

Signing  up  name-brand  talent  can 
be  a  real  boost  for  the  game  develop- 
ers' working  capital.  Many  finance 
their  games  by  preselling  the  foreign 
distribution  rights  to  overseas  inves- 
tors. Name-brand  actors  make  it  easi- 
er to  sell  the  game  to  the  foreign 
distributors.  This  is  why  Tom  Zito, 
president  of  Digital  Pictures,  Inc., 
wanted  someone  from  the  original 
Star  Trek  series  or  Baywatch  to  star  in 
his  Maximum  Surge — those  pro- 
grams are  two  of  the  most  popular 
shows  on  overseas  TV.  Zito  hired  both 
Baywatctfs  Yasmine  Bleeth  and  Wal- 
ter Koenig,  who  played  Star  Trek's 
Chekov  character.  Zito  says  he  had  no 
trouble  raising  a  good  portion  of  the 
game's  $3  million  budget  before  pro- 
duction began. 

The  success  of  the  live-action 
games  has  fueled  optimism  that  there 
might  be  synergy  between  Silicon 
Valley  and  Hollywood  after  all.  The 
movie  industry's  attempts  to  make 
games  out  of  hit  movies  like  E.T  and 
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Jurassic  Park  flopped.  So  did  the  at- 
tempt to  turn  hot  games  like  Super 
Mario  Bros,  into  movies. 

But  the  E.T  game  used  animated 
characters.  If  16-to-35-year-old  males 
respond  to  games  featuring  real  peo- 
ple, the  movies-to-games  strategy 
may  work  nicely  after  all.  Anticipating 
this  development,  every  one  of  the 
major  studios  has  invested  in  a  game- 
maker.  Sony  has  Sony  Imagesoft,  Via- 
com has  Spectrum  HoloByte,  MCA 
has  Interplay  Productions,  and  so  on. 

Computer  games  are  not  yet  at- 
tracting the  very  biggest  names  in 
Hollywood.  Keanu  Reeves,  star  of 
Speed  and  Sony's  recently  released  sci- 
fi  thriller  Johnny  Mnemonic,  doesn't 
appear  in  Sony  Imagesoft's  game  of 
the  same  name.  Nor  have  such  other 
big  action  stars  as  Bruce  Willis  or 
Arnold  Schwarzenegger  appeared  in 
games.  Yet. 

But  the  betting  in  Hollywood  is 
that  once  live-action  games  start  rou- 
tinely selling  about  500,000  copies 
each  and  generating  earnings  of  $10 
million  and  up,  big  money  will  be 
offered  and  the  stars  will  follow  the 
money.  Straw  in  the  wind:  All  the 
major  talent  agencies — Creative  Art- 
ists Agency,  International  Creative 
Management  and  William  Morris — 
have  recently  set  up  divisions  to  place 
their  clients  in  computer  games  and 
other  new  media.  ■■ 
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For  the  first  time  in  nine  years,  U.S. 
citizens  top  the  Forbes  listing  of  the 
world's  richest  business  people.  What 
happened  to  that  Japanese  fellow? 
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A  powerfully  rising  stock  market  has 
made  Bill  Gates  and  Warren  Buffett  the 
two  wealthiest  business  people  on  the 
globe.  With  Microsoft  stock  rising  late- 
ly, our  estimate  of  Gates'  net  worth 
climbs  from  $8.2  billion  last  year  to  a 
recent  $12.9  billion.  Buftett's  net  worth 
jumped  from  $7.9  billion  to  $10.7  bil- 
lion on  the  strength  of  a  38%  gain  in  the 
stock  of  his  Berkshire  Hathaway,  which 
owns  big  stakes  in  companies  like  Coca- 
Cola,  Capital  Cities/ABC  and  Gillette. 

This  is  die  first  time  since  Forbes  has 
been  tracking  the  world's  wealthy  that 
U.S.  citizens  have  topped  the  list.  This  is 
one  more  symbol  of  America's  im- 
proved economic  standing,  a  recovery 
made  possible  by  the  tax  cuts  and  eco- 
nomic restructuring  of  the  ;  980s. 

Bill  Gates  was  the  richest  merican  a 
year  ago  but  ranked  only  seco  I  among 
the  world's  megarich.  Last  yc  r's  star, 
Japanese  property  magnate  ^oshiaki 
Tsutsumi,  comes  in  tied  for  third  this 
year  at  $9  billion.  Tsutsumi 's  real  estate 
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holdings  fell  in  yen  value  as  Japanese 
asset  prices  continued  to  contract  last 
year,  but  the  stronger  yen  bumped  up 
our  estimate  of  his  net  worth  by  $500 
million.  Since  Forbes  first  estimated  his 
net  worth  in  1987,  however,  he  is  down 
by  some  $12  billion. 

This  ranking  of  the  world's  ten 
wealthiest  business  people  (we  exclude 
royals  and  heads  of  state)  is  rounded  out 
with  two  residents  of  Hong  Kong,  one 
Swiss,  one  Korean,  one  Taiwanese,  one 
Swede  and  one  Canadian.  Ethnic  Chi- 
nese, with  three  names  among  the  su- 
perrich,  make  a  strong  showing. 

All  but  three  of  the  world's  richest 
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men  are  self-made,  the  exceptions  b 
Japan's  Tsutsumi  and  Canada's  I 
neth  Thomson  and  Switzerland's  ] 
Sacher.  Otherwise  they  have  surpris 
ly  little  in  common.  Whence  sp 
their  fortunes?  Two  of  the  ten  rr 
their  money  in  finance  and  investme 
three  in  real  estate.  The  other  five 
divided,  one  each  in  software,  phar 
ceuticals,  publishing,  heavy  indyi 
and  packaging. 

In  percentage  terms,  Korea's  Chr 
Ju-yung  showed  the  biggest  gain  < 
last  year — jumping  72%,  to  $6.2 
lion — but  that's  mostly  because  Kor^ 
new  financial  disclosure  regulations 
abled  our  reporters  to  find  out  id 
about  his  holdings  in  Hyundai,  i 
giant  conglomerate  he  founded. 

Note  that  four  of  the  woi» 
ten  wealthiest  are  from  count 
where  the  average  standard  of  livin 
fast  improving.  Where  there's  extn 
dinary  growth,  there's  extraordir 
opportunity. 
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S  10  RICHEST  PEOPti 

William  H. 
Gates  UI 

$12,900,000,000 


On  Wall  Street,  Gates' 
stake  in  Microsoft  rose  by 
$4.7  billion  in  the  past 
year — nearly  $400  million 
per  month  on  average. 

Hans  Rausing 

$9,000,000,000 

This  Swede  built  Tetra 
Laval  ($10  billion  reve- 
nues) into  a  packaging 
giant  with  operations  in 
over  120  markets. 
Brother  Gad  owns  part, 
Hans  minds  the  store. 

Paul  Sacher 
$0,000,000,000 

Married  into  Switzer- 
land's Hoffmann  clan, 
heirs  to  the  Roche  drug 
empire.  Now  presides 
over  family's  stake  in 
$60  billion  (market  value) 
company. 

Kenneth  R. 
Thomson 

$6,500,000,000 

Stock  of  Toronto- based 
Thomson  Corp.,  with 
media  and  travel  busi- 
nesses, has  climbed  27% 
in  the  last  year. 

Chung 
Ju-yung 

$6,200,000,000 

He  built  Korea's  Hyun- 
dai from  one  auto  repair 
shop  into  a  conglomer- 
ate with  consolidated 
equity  of  $10  billion. 
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Waiiren 
Buffett 

$10,700,000,000 

A  year  ago  his  holding 
in  Berkshire  Hathaway, 
which  owns  a  lot  of 
Coca-Cola,  was  worth 
$7.9  billion. 

Yoshiaki 
Tsutsumi 

$9,000,000,000 

Once  worth  over  $20 
billion  by  Forbes'  esti- 
mate, Tsutsumi  has 
been  hit  by  crashing  Japa- 
nese real  estate  prices. 

Tsai  Wan-lin 
$8,500,000,000 

Tsai  founded  Taiwan's 
Cathay  Life  Insurance  in 
1962.  Invested  premi- 
um income  in  real  estate 
and  other  assets  whose 
values  have  since  appreci- 
ated manyfold. 

Lee  Shau  Kee 
$0,500,000,000 

He  was  once  an 
ex -billionaire  when 
stock  of  his  Hong  Kong- 
based  Henderson  Land 
crashed  after  Tiananmen 
Square.  Henderson  has 
since  recovered  nicely. 

Li  Ka-shing 
$5,000,000,000 

Hong  Kong's  most 
closely  watched  billion- 
aire once  peddled  plas- 
tic toys  as  a  teen.  Now  has 
empire  with  interests  in 
property,  energy,  tele- 
communications, more. 

Ill 


Our  reporters  turned  up  six  new  billionaires  in  Indonesia  this  year. 
While  China  and  India  get  the  headlines,  this  island  nation  of  nearly 
200  million  outpaces  them  both  in  steady  economic  growth. 


"The  world's 
best-kept  secret" 


I 


By  Andrew  Tanzer  and  Philippe  Mao 


—V 


As  a  young  Indonesian  of 
Chinese  descent  on  the  is- 
land of  Sulawesi,  Hari 
Darmawan  survived  a  local 
separatist  revolt  in  the 
mid-1950s.  "People  were 
killed,"  he  recalls,  "and 
their  heads  thrown  in  my 
father's  rice  milling  fac- 
tories." When  Darmawan 
moved  to  Jakarta  to  work  in 
his  father-in-law's  small 
shop,  he  experienced  perse- 
cution of  the  Chinese  com- 
munity. To  escape  it  his 
father-in-law  fled  to  Singa- 
pore, but  young  Hari 
stayed  on.  It  was  the  mak- 
ing of  his  fortune. 

That  tiny  shop  was  the 
seed  from  which  sprang 
P.T.  Matahari  Putra  Prima, 
Indonesia's  largest  depart- 
ment store  chain  and  a  prime  benefi- 
ciary of  the  economic  boom  that  has 
swept  this  collection  of  some  13,700 
islands  and  nearly  200  million  people 
during  the  past  20  years. 

Its  stock  now  publicly  traded  in 
Jakarta,  but  with  Darmawan  still  own- 
ing 66%  of  it,  Matahari  will  gross 
$600  million  this  year,  a  60%  gain 
over  1994,  and  its  60  stores  are  grow- 
ing at  the  rate  of  more  than  one  new 
one  a  month.  Darmawan's  stake  in 
Matahari  is  worth  $160  million. 

Indonesia  today  is  spawning  new 
wealth  at  an  astounding  rate.  Long 
known  as  the  Spice  Islands,  and  a 
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Dutch  colony  until  WWII,  this  fabled 
island  chain  is  fast  becoming  an  eco- 
nomic powerhouse.  The  nation 
stretches  more  than  3,000  miles  east 
to  west,  a  distance  greater  than  from 
New  York  to  Seattle.  Much  of  the 
population  is  crammed  onto  a  single 
island,  Java,  where  115  million  inhab- 
it an  area  the  size  of  New  York  State. 
Perhaps  because  it  is  so  remote, 
perhaps  because  it  was  once  so  poor, 
perhaps  because  of  the  romantic  no- 
tions that  long  clung  to  the  area,  this 
economic  miracle  has  been  largely 
overlooked  by  much  of  the  outside 
world.  Yet  its  economic  growth  has 
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consistently  ranged  from  6%  to  '!  it."^ 
year  since  the  late  1960s.  Forgeti  E once ot 
seph  .Conrad's  Indonesia;  thii  Inge  has  - 
Adam  Smith's  Indonesia. 


Indonesia's  growth  is  actually 
celerating:  This  year  the  grc 
should  be  7.3%,  and  Credit  Lyor 
Securities  projects  that  annual  grc 
will  move  up  to  8%  from  199i 
2000.  "Indonesia  is  the  best-kep 
cret  in  the  world,"  says  longtirw 
karta  resident  Eugene  Galbraith 
American  who  runs  the  stockbrc 
age  firm  PT.  HG  Asia  Indonesia. 

In    1965    Indonesia's   per   ( 
gross   domestic   product   was 
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If  that  of  India's;  this  year  Indone- 

's  per  capita  GDP  will  reach  $900, 

•v  arly    triple    India's    and    double 

ieadiiina's.  "The  middle  class  here  is 

Humming   quickly,"   says   Dennis   de 

11    ay,  director  of  the  World  Bank's 

ice   in   Jakarta.    "Like   Thailand, 

ionesia    is    hitting    the     takeoff 

to  /int."  The  market  capitalization  of 

ngtt:  once  obscure  Jakarta  Stock  Ex- 

i  inge  has  swelled  some  900%  since 

90  (see  box,  p.  116). 

uaUySad  to  say,  it  took  a  couple  of 

gro  tatorships  to  get  this  ancient  land 

voefving.  After  seizing  power  follow- 

the  collapse  of  the  wartime  Japa- 

|e  administration,  Sukarno  kept  the 

[tch  from  returning  and  unified  the 

rug  intry  with  a  national  identity  built 

und  a  common  language,  Bahasa 

•o  Ionesia,  formerly  an  obscure  Malay 

iing  lingo. 

Jut  Sukarno  was  a  morally  de- 
ved  man  and  leaned  toward  social- 
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ik  about  the 
overbial  safety  of 
ifthansa  and  you're 
»o  sure  to  land  at 
;utsche  Telekom. 


On  the  flight  path  into  the 
information  age,  Deutsche 
Telekom  is  soaring  ahead. 
The  advancement  of  our 
information  highways  plus 
the  next-century  multimedia 
projects  we're  already 
masterminding  together 
with  a  host  of  different 
clients  are  incisive  proof  of 
our  leading  edge.  Take,  for 
instance,  the  remote 
maintenance  system  for 
aircraft  developed  jointly 
with  Lufthansa. 


All  over  the  world  the  names 
Lufthansa  and  Deutsche  Telekom 
stand  for  top  quality  made  in 
Germany,  albeit  in  completely 
different  fields.  Now,  the  airline 
synonymous  with  safety  and  Europe's  No.1 
telecommunications  player  have  something  else 
in  common  -  a  far-reaching  technological 
achievement. 

We're  taking  off  with  multimedia. 

Introducing  the  world's  first  multimedia  remote 
maintenance  system  for  aircraft,  jointly  developed 
for  Lufthansa  by  Deutsche  Telekom  and  its 
partners.  The  system  supports  maintenance  of  the 
Lufthansa  fleet  by  means  of  a  centralized  image 
and  data  archive  which  Lufthansa  engineers  can 
access  at  all  times  via  a  telecommunications 
network. 

The  condition  of  the  engines  is  continuously 
monitored  during  flight  and  all  up-to-the-minute 
status  information  transmitted  nonstop  via  satellite. 
This  data  is  computer-processed  in  Frankfurt  and 
where  necessary  relayed  as  instructions  to  ground 
staff  at  the  airport  concerned.  The  system  puts 
local  experts,  let's  say  in  Cairo,  directly  in  touch 
with  the  systems  engineer  in  Frankfurt.  This  way 
safety  precautions  are  enhanced,  reliability  boosted 
and  an  enormous  amount  of  time  and  money 
saved. 

Deutsche  Telekom  now  a  stock  corporation. 

At  the  beginning  of  this  year  Deutsche  Telekom 
made  the  move  from  public  to  stock  corporation. 
This  not  only  allows  us  greater  freedom  to  forge 
ahead  with  technological  innovation  even  faster 
and  more  effectively  in  the  service  of  our 
customers.  It  also  lets  us  turn  progress  born  of  the 
information  age  to  the  advantage  of  society  as  a 
whole.  Among  other  things,  telecommunications 
made  in  Germany  flies  the  flag  as  the  most 
sophisticated  ISDN  network,  the  longest  fiber- 
optics  network  running  to  some  90,000  km  and 
the  most  closely-woven  digital  mobile  communi- 
cations network  in  the  world. 

You  can  share  in  our  success. 

We're  on  the  wings  of  making  the  global  infor- 
mation society  a  reality.  Get  to  know  our  products 
and  services  honed  to  your  special  needs  and 
you'll  be  in  business  fast. 

Europe's  No.1  in  telecommunications. 


Deutsche  JTJ 

Telekom     A 


ism,  driving  out  foreign  investment 
and  squelching  true  private  enter- 
prise. Indonesia  is  rich  in  agricultural, 
energy  and  other  natural  resources, 
but  by  1965  the  country  was  bank- 
rupt, inflation  ran  at  650%,  the  cur- 
rency (the  rupiah)  was  worthless. 
Famines  gripped  the  fertile  land. 

On  Sept.  30, 1965  an  aborted  coup 
touched  off  a  period  of  chaos  in  which 
hundreds  of  thousands  of  Indone- 
sians— including  thousands  of  Chi- 
nese— died  in  ethnically  and  political- 
ly motivated  violence.  From  this  cha- 
os emerged  an  obscure  major  general, 
Suharto,  the  son  of  a  Javanese  farmer. 
Suharto  deposed  the  by  now  thor- 
oughly discredited  Sukarno  in  1966 
and  moved  Indonesia  away  from  the 
Soviet  Union  and  its  Third  World 
allies.  Though  no  paragon  of  virtue, 
Suharto  did  assemble  a  remarkable 
group  of  economic  advisers  nick- 
named the  "Berkeley  mafia"  because 
so  many  of  them  had  graduated  from 


that  California  university,  with  de- 
grees in  economics.  Working  closely 
with  the  World  Bank,  these  free-mar- 
ket technocrats  reopened  Indonesia 
to  foreign  investment,  got  the  budget 
into  balance  and  tamed  inflation. 

Indonesia  made  its  currency  con- 
vertible in  the  early  1970s,  far  ahead 
of  most  Asian  countries — even  today 
China's  currency  isn't  freely  convert- 
ible. Opening  the  country's  capital 
account  to  the  rest  of  the  world  forced 
discipline  in  monetary  and  economic 
management.  Instead  of  a  welfare 
state,  Suharto's  government  created  a 
state  in  which  nearly  everyone  had 
economic  opportunity — though  the 
dictator's  friends  and  relatives  were 
more  equal  than  others. 

Along  the  way,  there  was  a  severe 
setback.  Ironically,  it  was  Indonesia's 
oil  wealth  that  caused  the  setback.  In 
the  mid-1970s  rocketing  oil  prices 
produced  a  revenue  windfall  and  Su- 
harto invested  the  surging  revenues  in 
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The  talk  of  the 
Bursa  Efek  Jakarta 

As  RECENTLY  AS  1988,  the 
Jakarta  Stock  Exchange — 
to  locals,  the  Bursa  Efek 
Jakarta — had  24  listed 
companies,  with  a  total 
market  cap  of  $290  million. 
Today  there  are  223 
companies,  valued  at  $49 
billion. 


But  there's  still  room 
to  grow:  Mexico's  market 
cap,  for  example,  is  $86 
billion,  South  Korea's 
$181  billion. 

The  Jakarta  Exchange 
took  off  after  1988  because 
the  Suharto  government 
passed  a  financial  deregula- 
tion package  that  al- 
lowed, among  other 
things,  foreign  investors 
to  acquire  up  to  49%  of  a 


Jakarta  Stock  Exchange 

Its  market  cap  has  grown  nearly  tt  fold  since  1990. 
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company's  stock.  Some 
70%  of  daily  turnover  is 
now  done  by  foreign 
institutions. 

Last  year  the  govern- 
ment introduced  a  package 
of  new  laws  to  induce 
more  Indonesian  participa- 
tion in  their  own  stock 
market. 

The  35%  capital  gains 
tax  was  practically  eliminat- 
ed, progressive  taxes  on 
dividends  were  capped  at 
30%,  and  comprehensive 
compliance  and  disclosure 
laws  are  next,  as  are  mu- 
tual funds. 

But  the  government 
continues  to  court  foreign 
investors.  A  couple  of  In- , 
donesian  companies  al- 
ready have  U.S.  Ameri- 
can depositary  receipts:  bil- 
lionaire Eka  Widjaja's 
pulp  and  paper  company, 
Asia  Pulp  &  Paper,  and 
the  telecommunications 
carrier,  Indosat. 

The  government  plans 
to  sell  stock  in  its  domestic 
telephone  company, 
Telekomunikasi  Indonesia, 


rural  schools,  health  care,  family  p 
ning  programs,  irrigation  and 
cultivation  technology.  But  tht| 
windfall  also  produced  big  gov 
ment  and  out-of-control  spendin 
Soedradjad  Djiwandono,  govern< 
Bank  Indonesia,  the  central  bank, 
a  government  planning  agency  of 
at  the  time.  He  recalls:  "The  bu 
ballooned;  government  interven 
in  the  economy  rose  so  that  the 
ernment  did  almost  everything." 

The  collapse  of  oil  prices  sob 
people  up.  Suharto  shifted  back  tc 
economic  liberalization  and  i 
caution  that  had  marked  his  e£ 
days,  and  Indonesia's  current  b 
got  under  way.  In  the  early  198C,  ^ 
and  gas  accounted  for  80%  of  gov  ,  (,,(,u 
ment  revenues  and  80%  of  Ind  ^m^ 
sia's  total  exports.  Today  petroler  Km 
share  is  less  than  25%  for  each  ^ 
steadily  dropping. 

Left-wingers  love  to  point  out;  ^ 
there  are  great  disparities  of  weal  i  ^^ 

i  oilil  Ban 

this  fall,  and  is  conside   v  „ 
ing  the  same  thing  for  I  mw 
state  electricity  monop;  ^ 
ly,  Perusahaan  Listrik  1 
gara  (pln),  sometime 
soon.  Foreign  interest 
both  companies  is  like! 
to  be  high. 

For  American  invest 
who  prefer  packaged  h\  j 
vestments  there  are  fin 
for  Indonesian  stocks: 
mura  Capital  Manage- 
ment's Jakarta  Growth 
Fund  (net  assets,  $44  i 
lion,  $8.73  a  share);  ax 
BEA  Associates'  Indont 
Fund  (net  asset  value  c 
$41  million,  or  $8.95 
share). 

But  watch  out:  Jaka 
Growth  Fund  and  Ind 
sia  Fund  trade  at  4.5% 
and  28.5%  premiums, 
spectively,  to  net  asset 
value. 

Note  that  Indonesia 
exchange  rate  is  a  float 
peg  that  is  closely  link( 
to  the  U.S.  dollar,  thei 
reducing  the  risk  of  ex 
change  rate  losses. 

-P.M 
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harto's  Indonesia.  There  are.  But 
>t  because  economic  liberalization 
s  hurt  the  poor;  rather  it  has  helped 
me  people  and  some  places  more 
in  others.  As  the  pie  has  grown, 
me  people's  helpings  have  grown 
ter  than  others',  but  even  the  poor- 
have  benefited.  According  to  the 
Drld  Bank,  the  percentage  of  Indo- 
sians  living  in  absolute  poverty  is 
wn  from  60%  to  14%  in  the  past 
larter  century.  Gains  in  education, 

'Pilth  and  life  expectancy  have  been 

nning.    Says    James    Castle,    an 

jlerican  consultant  who  has  lived  in 

■^arta  since  1977:  "Things  have  got- 
i  better  for  everyone." 
•Vhich  means  tens  of  millions  have 

est(:n  from  living  at  the  subsistence 

e"el  and  millions  of  Indonesians  are 


foil. 
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oming    middle-class    consumers, 
arta  sports  fast-food  joints,  shop- 
s'' .g  malls,  modern  apartment  build- 
°™  ;s,  traffic  snarls  and  cellular  phones. 
5""  the  process,  rising  affluence  has 
i;alated  opportunities  for  people  like 
l"0111  rmawan  and  his  department  stores. 
iluei  Suyanto  Gondokusumo,  who  runs 
i  armala  Group,  a  diversified  local 
lglomerate,  notes  that  domestic 
*  rel  and  life  insurance  are  two  big 
d™  leficiaries.  Mochtar  Riady,  the  bil- 
w  laire  founder  of  Lippo  Group  (see 
ns  141),  says  his  bank's  fastest-grow- 
ls61   business  is  15 -year  home  mort- 
;es,  a  sure  sign  of  a  stable  middle - 
onea  s    capable    of   paying    monthly 
atta  (ailments. 

m  rhis  is  not  to  say  that  Indonesia's 
if  ^  wth  is  trouble-free;  Its  foreign 
;ota  !t,  close  to  that  of  Brazil  and  Mexi- 
iust  passed  the  $100  billion  mark; 
-Pj  '  debt-service  ratio  is  a  worrying 
d  of  export  earnings.  With  half  its 


Ex-President 
Sukarno  (above) 
Politically 
shrewd,  economi- 
cally ignorant. 
President  Suharto 
His  only  demerit: 
nepotism. 


population  under  the  age  of  24,  Indo- 
nesia gets  2.5  million  new  job-seekers 
every  year  and  can  barely  provide  jobs 
even  with  the  current  rate  of  growth. 
With  industrial  development  Indone- 
sia uses  more  of  its  own  oil  and  can 
export  less  to  earn  foreign  exchange. 

In  affirming  the  private  sector's 
role  in  developing  the  economy,  Su- 
harto's government  may  have  stum- 
bled on  the  solution  to  one  of  Indo- 
nesia's thorniest  and  potentially  most 
explosive  problems:  the  huge  gap  in 
wealth  between  the  country's  pros- 
perous ethnic  Chinese  minority  and 
the  pribumi,  or  indigenous,  majority. 
By  most  estimates  ethnic  Chinese  ac- 
count for  about  3%  of  Indonesia's 
population  but  control  over  70%  of 
the  country's  private  sector.  Ethnic 
Chinese  entrepreneurs  dominate 
light  manufacturing,  trading  and  re- 
tailing and  founded  most  of  the  firms 
listed  on  the  Jakarta  Stock  Exchange. 
All  ten  of  our  Indonesian  billionaires 
are  ethnic  Chinese. 

The  Suharto  government's  re- 
sponse to  these  challenges  has  been 
straightforward:  Encourage  growth 
and  growth  will  take  care  of  the  prob- 
lems. Last  year  the  government 
opened  most  sectors  of  the  economy 
to  100%  foreign  ownership  (retailing 
and   distribution   are   major   excep- 
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tions).  The  newly  opened  industries 
include  infrastructure  projects  such  as 
power  generation,  telecommunica- 
tions and  toll  roads.  Unlike  China, 
Indonesia  makes  no  effort  to  keep 
foreign  manufacturers  out  of  its  do- 
mestic market.  This  year  tariffs  were 
slashed  again,  corporate  income  taxes 
lowered  from  35%  to  30%  and  the 
capital  gains  tax  cut  from  35%  to 
almost  zero. 

Economic  growth  may  also  allevi- 
ate the  tensions  between  the  ethnic 
Chinese  and  the  predominantly  Mus- 
lim pribumi  majority.  Traditionally, 
an  educated  pribumi  sought  a  civil 
service  job,  which  carried  more  status 
than  trade  or  industry.  No  more. 
Business  is  now  respectable,  and 
there's  now  great  status  in  being  an 
entrepreneur.  A  semiofficial  maga- 
zine formerly  called  Self -Sufficiency, 
which  promoted  import  substitution, 
has  been  retitled  Self  and  now  cele- 
brates native  entrepreneurism.  As 
more  pribumi  become  entrepreneurs 
there  will  be  less  reason  to  envy  and 
resent  the  Chinese.  Lippo  Chairman 
Riady  recalls  that  15  years  ago  all  the 
roadside  shops  from  Jakarta  to  Ban- 
dung were  owned  by  Chinese.  "To- 
day almost  all  are  pribumi,'''  he  says. 

There  are  a  number  of  fast-growing 
pribumi  conglomerates,  such  as  Bu- 

117 


I  A  middle-class 
I  neighborhood  in 
|  south  Jakarta 
I  Indonesia 
|  wouldn't  have 
3  many  big  priva  I 
fortunes  if  its 
middle  class 
weren't  growir 
rapidly.  New 
popular  produ< 
15-year  reside!  I 
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kaka  Group  and  Bakrie  Brothers. 
Some  of  these  were  nurtured  by  infor- 
mal affirmative  action  programs  for 
the  pribumi  majority. 

Foreign  investors  have  been  en- 
couraged by  all  this  progress.  HG 
Asia's  Galbraith  estimates  that  Indo- 
nesia will  attract  $1 3  billion  in  foreign 
direct  investment  this  year  and  $20 
billion  in  1996,  levels  India  can  only 
dream  about.  Louis  Clinton,  who 
runs  Freeport-McMoRan  Copper  & 
Gold's  Indonesian  mining  ope  rations 
and  is  president  of  the  American 
Chamber  of  Commerce  in  Indonesia, 
has  this  to  say:  "It's  a  great  market 
for  American  companies.  You  see  a 
tremendous  need  for  infrastructure  in 
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areas  where  the  U.S.  is  strong,  such 
as  airports,  telecom  and  power 
stations." 

There  is  much  that  foreign  inves- 
tors can  do.  Capital  is  in  high  demand: 
You  can  get  18%  putting  your  money 
in  <\n  Indonesian  bank  account  and 
the  lending  rate  is  currently  21.5%, 
yet  the  demand  for  credit  races  ahead. 
Power  generation  is  growing  nearly 
15%  a  year,  and  yet  still  under  50%  of 
the  country's  houses  are  electrified. 
The  phone  system  has  improved,  but 
even  so  the  percentage  of  homes  with 
telephone  lines  is  still  less  than  2%. 

General  Electric  has  been  grabbing 
the  opportunities  eagerly.  GE  is  invest- 
ing in  factories  to  make  gas  turbines, 
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medical  equipment,  locomotives  I 
lightbulbs  and  will  supply  the 
bines  for  $2.6  billion  Paiton  I,, 
country's  first  foreign-owned-c 
operated  power  plant,  in  which*  «■ 
Capital  holds  a  20%  stake.  "Indorrl  a 
is  not  like  China,  where  the  bun 
crats  go  back  on  their  word 
change  contracts,"  says  Ram  Shan 
chairman  of  GE  Indonesia.  Shai  ^ 
himself  an  Indian,  adds:  "The  Ir 
nesians  are  not  as  protective  oft  illyi 
domestic  market  as  the  Indians." 

What  about  corruption?  The 
harto  family  and  their  friends  1 
certainly  gotten  more  than  their  s) 
of  the  gains  (see  box,  p.  119).  Foil  t 
doesn't  include  royalty  or  poli   $it 
leaders  in  our  survey  of  the  woi ■!  i 
wealthy.  If  we  did,  the  Suharto 
would*  probably  weigh  in  with  a 
tune  worth  over  $6  billion.  Muti 
one      Indonesian-Chinese      tycc   ill , 
"Suharto's  attitude  is,  'I've  gotti   h 
lot  of  people  rich;  my  kids  des* 
something.'  " 

But  you  can't  blame  the  corrup 
on  capitalism.  It  far  antedates  cap'  h\ 
ism  here.  "Facilitating  fees"  are  a  i  No 
of  life,  embedded  in  the  culture.  ( 
servants   are   miserably  paid — rr. 
earn  less  than  the  minimum  wage  o 
a  day — and  depend  on  "tips"  to  rr '  I 
ends  meet.  "Even  getting  a  dri\ 
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ense  requires  paying  tips,"  grum- 
es Hashim  Djojohadikusumo,  presi- 
:nt  of  Cibinong  Cement  Co.,  a  lead- 
g  local  cement  producer.  "It's  an 
Iministrative  cost. "  You  can  look  at  it 
is  way:  There  are  many  hidden  taxes. 
It  may  sound  cynical,  but  the  truth 
this:  There  is  corruption  that  stifles 

»in|d  corruption  that  merely  demands  a 
t  of  the  take.  Indonesia's  is  the 

luc|:ond  sort.  It  is  not  Nigeria,  nor  the 
lilippines  under  Marcos.  The  "tips" 
ly  in  the  economy;  the  power  plants 
d  roads  do  get  built.  A  foreign 
nker  long  familiar  with  Indonesia 
is:  "The  big  difference  is  that  the 
arcoses  stole  their  country  blind 
d  invested  the  money  in  Manhattan 


real  estate,  whereas  the  Suhartos  have 
invested  heavily  at  home." 

Also  Suharto  is  deregulating  the 
economy,  and  deregulation  is  a  po- 
tent corruption  fighter.  Notes  Mari 
Pangestu,  chief  economist  at  Jakarta's 
Center  for  Strategic  and  International 
Studies:  "When  you  deregulate  the 
economy,  you  take  away  opportunity 
for  corruption." 

Lippo  Group's  Riady  gives  an  exam- 
ple. In  the  old  days  opening  a  letter  of 
credit  meant  applying  for  licenses  from 
several  government  departments,  each 
of  which  would  seek  a  bribe.  And  then 
you'd  probably  have  to  make  a  payoff  to 
the  loan  officer  in  the  state  bank.  With 
financial  deregulation,  says  Riady,  you 


don't  need  any  government  licenses 
and  the  private  banks  compete  aggres- 
sively for  your  business. 

The  paternal,  enigmatic  Suharto  is 
74  but  is  in  robust  health  and  will 
likely  run  for  another  five-year  term 
when  his  current  term  expires  in 
1998.  He  will,  of  course,  win. 

Of  course,  Suharto  will  not  rule 
forever.  After  him?  James  Castle,  an 
American  scholar  of  Indonesia  turned 
consultant,  is  a  long  and  close  observ- 
er of  Indonesian  society.  "There 
won't  be  a  change  of  policy  after 
Suharto,"  he  predicts.  "There  is  a 
wide  consensus  now  in  society  that 
this  country  is  on  the  right  track.  That 
is  a  powerful  force  for  continuity."  WM 


eet  the  family 

esident  Suharto  has 
Dught  unity  and  prosper- 
to  Indonesia  and  he 
d  his  family  have  shared 
ndsomely  in  the  pro- 
nj  The  family  wealth  is, 
iservatively,  in  the 
fdalghborhood  of  $6  bil- 
hichiii — one  of  the  world's 
,jon:at  fortunes. 
butjGo  through  the  share - 
}rd  !der  lists  of  a  wide  variety 
5har  Indonesian  companies 
5har  i  a  Suharto  relative  or 
lcIiiD  is  sure  to  pop  up,  es- 
0ft  dally  if  it's  a  business  that 
m"  )ends  on  government 
The  >rovals  and  licenses. 
n((s  1  The  president's  eldest 

lghter,  Tutut  (there  are 
foi  ee  sons  and  three 
p0|  ighters),  owns  pieces  of 
c  w  finesses  that  build  and 
iart0  irate  toll  roads  in  the  Ja- 
lthltaarea. 

\[u  ier  youngest  brother, 
nc  mmy,  controls  a  govern- 
,  ,jj  nt-sanctioned  clove 
Uj  nopoly  that  buys  spice 
ti  Indonesian  farmers 
orn«  \  sells  it  at  a  handsome 
ttCj  pkup  to  the  country's 
ft;  ;e  clove-cigarette  indus- 
.„,    the  source  of  three  of 
ns\J^  ten  Indonesian  billion- 
fortunes. 
Lambang,  President 
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Suharto's  middle  son,  runs 
Bimantara  Citra  Group, 
started  in  the  early  1980s  as 
a  trading  company.  Bi- 
mantara, 55%-owned  by 
Bambang,  42,  and  20% 
by  a  brother-in-law,  owns 
the  country's  largest 
commercial  TV  network; 
among  other  things,  it 


paid  $586  million  for  a 
25%  stake  in  Satelindo. 
Bambang  will  take  Bi- 
mantara Group  public  later 
this  year. 

The  public  stock  will 
be  offered  chiefly  to  foreign 
investors — probably  to 
create  a  buffer  between  son 
Bambang  and  any  post- 


Suharto's  third  son, 

Hutomo  (Tommy) 

Mandala  Putera 

(left); 

eldest  daughter, 

Siti  (Tutut) 

Hardijanti 

Rukmana 

Cashing  in  on 

daddy's  position. 


operates  a  natural  gas  pipe- 
line; owns  a  controlling 
stake  in  Jakarta's  Grand 
Hyatt  Hotel;  produces 
petrochemicals;  and  sells 
Mercedes-Benz  cars. 

Last  year,  without  any 
tender,  a  company  in  which 
Bambang  is  invested  was 
awarded  a  license  to  oper- 
ate satellites  and  a  second 
international  phone  carrier, 
Satelindo,  to  compete 
with  the  government- con- 
trolled Indosat.  In  March 
1995  Deutsche  Telekom 


Suharto  government. 

How  do  Indonesians 
feel  about  the  president's 
family  cashing  in  on  their 
connections?  They  prefer 
not  to  talk  about  it, 
though  the  family's  de- 
fenders argue  that  they 
would  rather  see  this  wealth 
in  pribumi — indige- 
nous— hands  rather  than 
belonging  to  more  ethnic 
Chinese. 

Western  businessmen, 
however,  are  indignant 
about  having  to  cut  the 
first  family  into  their 
deals — in  private,  that  is. 
"The  [Suharto]  family  are 
rent-takers,  not  business- 
men," snaps  one  American 
businessman  in  Jakarta. 
"They  get  commissions 
but  don't  add  value."  He 
adds  that  there  is  more  re- 
sentment against  the 
family  than  Indonesians 
will  admit.  "When  Su- 
harto dies,  there's  a  real 
question  whether  his  kids 
are  safe  in  Indonesia,"  the 
banker  opines. 

"Except  for  nepotism, 
I'd  give  the  president  an 
A+,"  says  another  veteran 
foreign  businessman.  "Un- 
fortunately, he's  going  to 
go  down  in  history  as  hav- 
ing that  blind  spot." 
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It's  LG.  And  it's  the  new  name  for  the  Lucky-Goldstar  Group.  We've  been  growing  for  ah  (ofo 
50  years,  and  as  we  continuously  look  to  the  future,  we  see  a  changing  world;  a  world  of  ai  ucts 
opportunities,  a  world  of  challenges  to  be  met  with  the  LG  philosophy  of  blending  creat  fectio 


with  advanced  technology.  We  are  preparing  for  the  future  by  renewing  our  commitmer 
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i  jobal  customers;  and  by  building  on  our  major  strengths  of  utilizing  the  latest  technology  to  create 
jfj  lets  that  enrich  your  life,  making  it  healthier,  safer,  more  comfortable  and  more  satisfying. 
re,  action  has  a  new  face.  XMH  Wk 

mi  &  is  ensuring  it  wears  a  smile.  W  mS  fj       ■■^*    ^*I  wM|f 
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Mexico's  grandest  business  dynasty,  the  Garza  Sadas,  built  its  wealth 
in  a  statist  environment.  How  well  will  its  offspring  fare? 


A  tough 
new  world 

By  Christopher  Palmeri  and  Kerry  A.  Dolan 


This  time  a  year  ago  billionaires  were 
common  in  Mexico:  Forbes  identi- 
fied 24  of  them,  a  larger  number  than 
in  any  other  country  save  the  U.S., 
Japan  and  Germany. 

This  year,  with  the  peso's  value  cut 
almost  in  half,  we  identify  ten  Mexi- 
can billionaires  (seep.  194). 

Particularly  hard  hit  were  the  inter- 
twined Monterrey- based  Garza  and 
Sada  families,  the  descendants  of 
Isaac  Garza  and  Francisco  Sada,  who 
among  them  control  seven  of  Mexi- 
co's largest  public  companies.  Of  the 
four  Garza/Sada  family  members  on 
last  year's  list  only  one  remains:  Ber- 
nardo Garza  Sada,  former  chairman 
of  steel  and  petrochemical  conglom- 
erate Alfa  S.A.,  worth  $1.2  billion. 

Two  other  family  members  fell  off 
the  list:  Adrian  Sada  Gonzalez,  head 
of  Grupo  Financiero  Serfin  and  glass- 
maker  Vitro  S.A.;  and  Eugenio  Garza 
Lagiiera,  chairman  of  beer  and  Coca- 
Cola  bottler  Femsa  as  well  as  Grupo 
Financiero  Bancomer.  Also  off  the  list 
is  a  Garza  son-in-law,  Alfonso  Romo 
Garza,  chief  executive  of  Pulsar  Inter- 
nacional,  one  of  Mexico's  largest  con- 
glomerates. As  a  group,  these  three 
are  today  worth  $2  billion,  down 
from  $4.6  billion  a  year  ago.  Such 
numbers  are,  of  course,  misleading. 
The  businesses  remain  viable  and 
their  ultimate  worth  formidable.  As 
Mexico  recovers,  so  will  the  fortunes 
of  the  various  Garza  Sadas.  Their  grip 
on  the  economy  is  as  strong  as  ever. 

The  clan  traces  its  modern  roots  to 
1887,  when  Isaac  Garza,  an  executive 
at  a  prosperous  Monterrey  trading 
house,  married  Consuelo  Sada,  the 
sister  of  one  of  his  business  partners, 
Francisco  Sada.  Later  Isaac  and  Fran- 
cisco started  a  brewery. 

The   founders  and   their  descen- 


Isaac  Garza  (top)  and  Francisco  Sada 
Linked  by  marriage  and  money,  the  pair 
built  a  small  brewery  into  one  of  the 
world's  great  family  fortunes. 


dants  prospered  under  the  stai 
that  prevailed  in  Mexico  under 
Diaz  dictatorship  and  under  su 
quent  revolutionary  and  pri  gov 
ments:  Regulation  and  high  ta 
protected  their  steel,  chemicals,  g- 
cardboard  and  banking  busine: 
Regardless  of  who  sat  in  the  presic 
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tial  mansion,  the  clan  got  by,  winn  fc 
tax  incentives,  loans,  trade  barrier;  tytk  ( 
Mexico  modernized  in  the  1980: 
did  the  Garza  Sadas,  preparing  fon  ^  Lag 
more  open  and  competitive  ecom 
that  was  beginning  to  develop.  1\  g 
sold  off  noncore  businesses,  redo  « 
debt  taken  on  as  oil  prices  surge.  I 
the  1970s,  diversified  overseas  |  riv 
invested  in  new  technology. 

As  they  prospered  under  statisn 
did  they  prosper  in  a  more  open  a 
omy.  Maria  de  Lourdes  Melgar  I 
cios  is  a  political  scientist  who  stu 
the  Monterrey  elite  for  her  doci 
thesis  at  Massachusetts  Institut: 
Technology.  She  says  the  Garza  S 
fully  supported  ex-president  C; 
Salinas  and  met  regularly  with  Sa 
and  his  staff.  Yes,  they  knew 
would  be  hurt  by  the  opening  o: 
economy  to  foreign  competition 
their  companies  were  better  j 
tioned  than  most.  And  they  woul 
more  than  compensated  if  they 
the  privatization  bidding  for  forn 
government-owned  companies. 

Inevitably,  as  generation  succei 
generation,  the  branches  of  the  fa 
empire  have  been  growing  farthei 
farther  apart.  The  process  b 
when  family  patriarch  Eugenio  G 
Sada  was  murdered  in  a  botched 
napping  attempt  by  leftist  guerrill 
1973.  "Power  has  been  lost  I 
then,"  sighs  Mauricio  Fernaii 
Garza,  a  family  member  who  ni 


sents  the  state  of  Nuevo  Leon  ir  I  t 
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Francisco  Sada  I  Consuelo  Sada 
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Roberto  G.  Sada 


Adrian 
Sada 

Trevino 
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Lidia 

Sada 

Trevino 


Federico  Sada 
Gonzalez 

45,  Chief  Executive 

of  Vitro,  Mexico's 

largest  glassmaker 

Sales:  $3.5  bil 

Profits:  ($225  mil) 

Owns  49%  of 

Cydsa 


I 

Tomas 

Gonzalez 

Sada 

51,  President  of 

Cydsa,  a  chemicals 

producer 

Sales:  $565  mil 
Profits:  ($138  mil) 
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» 
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'ciic  ;xican  senate.  "From  there  on  ev- 

ntt  thing  changed." 

■  8y  the  early  1990s  the  separation 
)80sl  grown  to  the  point  where  the 
jitorrza  Laguera  branch  of  the  family 
cows  bidding  against  the  Sada  Gonza- 
»p.  1  es  in  the  privatization  of  Mexico's 
.cdiricomer.  (The  Garza  Laglieras 
irgBp.)  And  the  Garza  Sepulveda 
:« Inch  vied  with  the  Garza  Laglieras 


jjerril  rman  of  Vitro  and  Serfin,  Adrian  Sada 
lost  i  are  long-term  investors,"  he  says 
fcnJ  itro's  acquisition  of  Anchor  Glass. 
rho  fl  >as  no  choice. 
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Isaac  Garza 


Eugenio  Garza  Sada 


Roberto  Garza  Sada 


Eugenio 

Garza 

Laguera 

72,  Chairman  of 

brewer  and  Coca-Cola 

bottler  Femsa 

Sales:  $1.8  bil 

Profits:  ($123  mil) 

Chairman  of 

Bancomer,  Mexico's 

second-largest  bank 

Assets:  $28  bil 

Profits:  $245  mil 


Alejandro 

Garza 

Laguera 

Bernardo 
Garza 
Sada 
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Dionisio 
Garza 
Sada 


Isaac  Garza  Sada 
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Javier 
Garza 

Sepulveda 


Alfonso  Romo  Garza 

(son-in-law) 
45,  Chairman  of  Pulsar 

International,  which 
controls  cigarette  maker 

and  agribusiness 

Empresas  La  Moderna 

Sales:  $776  mil 

Profits:  $23  mil 


The  Garza  Sadas, 
past  and  present 


Dionisio  Garza 
Medina 

41,  Chairman  of  Alfa, 

parent  of  Mexico's  largest 

steelmaker  and  food  and 

petrochemicals  companies 

Sales:  $1.9  bil 

Profits:  ($218  mil) 


I 

Javier  Garza 
Calderon 

46,  Chairman  of 

Grupo  Domos,  a 

privately  held  holding 

company  for  Cuban 

telephone  service 


From  cigarettes  to  telecommunications, 
Monterrey's  Garza  Sada  clan  has  a  huge 
stake  in  Mexico's  future.  Says  one 
family  member:  "The  end  of  the  story 
is  not  today." 


for  control  of  the  brewery  and  soft 
drink  businesses.  (The  Garza  La- 
giieras  won  that  one,  too.) 

One  of  the  weaker  branches  of  the 
family  is  headed  by  50-year-old  Adri- 
an Sada  Gonzalez  and  his  brother 
Federico;  together  they  run  $3.5  bil- 
lion (revenues)  glassmaker  Vitro  SA. 
Vitro  has  been  a  leader  in  adapting 
new  technology  and  moving  overseas, 
but  the  company  is  still  struggling 
from  its  1989  hostile  takeover  of 
Tampa,  Fla.-based  Anchor  Glass.  The 
acquisition  made  Vitro  the  second- 
largest  glass  container  maker  in  North 
America  (after  Owens-Illinois),  but 
the  Sadas  paid  too  much  for  a  second- 
rate  company  in  a  no- growth  business. 

Adrian  Sada  insists  Vitro  will  pull 
through  with  flying  colors.  "The  deci- 
sions we  made  were  correct,"  says  this 
Sada  cousin,  interviewed  in  Vitro's 
sun-drenched  Monterrey  offices 
draped  with  classical  and  modern  Mex- 
ican art.  "The  end  of  the  story  is  not 
today.  We  are  long-term  investors." 

He  has  no  choice.  Six  years  after  the 
acquisition,  Anchor  Glass'  operating 
margins  are  one-third  those  of  com- 


Sources:  Forbes;  Morgan  Stanley  Research. 


petitor  Owens-Illinois. 

This  side  of  the  family  is  also  suffer- 
ing with  its  investment  in  Grupo  Fi- 
nanciero  Serfin,  Mexico's  third-larg- 
est financial  group.  After  acquiring 
Serfin  in  a  1992  privatization,  Adrian 
Sada's  managers  opened  wide  the 
lending  windows  and  are  now  paying 
the  price  as  the  Mexican  economy 
contracts.  Burdened  with  bad  loans, 


Federico  Sada,  Vitro  chief  executive 
"Once  you  open 
an  economy,  you  either 
cope  or  get  eaten  alive." 
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Alfa  Chairman  Dionisio  Garza  Medina 
Partnered  with  AT&T,  Dionisio  will  butt 
heads  with  cousin  Eugenio  in  Mexico's 
deregulated  long  distance  market. 


Serfin  was  recently  bailed  out  by  the 
government.  An  investor  group  led 
by  Adrian  Sada  has  had  to  pump  more 
money  into  Serfin.  They  are  currently 
looking  for  a  strategic  partner. 

But  prospects  are  far  brighter  for 
other  branches  of  the  family.  Femsa, 
the  parent  company  of  the  brewing 
and  bottling  businesses,  is  in  good 
shape.  Femsa  is  controlled  by  72- 
year-old  Eugenio  Garza  Lagiiera,  the 
son  of  the  murdered  patriarch. 
Among  Garza  Lagiiera's  other  hold- 
ings is  Bancomer,  Mexico's  second- 
largest  bank.  Bancomer  is  in  much 
better  shape  than  Banca  Serfin,  so 
much  so  that  it  partnered  with  GTE  in 
a  venture  that  will  compete  in  the 
Mexican  long  distance  telephone 
market  when  Telefonos  de  Mexico's 
monopoly  ends  in  1997. 

Femsa's  brewing  business  is  well 
known  in  the  U.S.  for  its  Tecate  and 
Dos  Fcjuis  brands.  The  company  also 
controls  the  Coca-Cola  bottling  fran- 
chise for  Mexico  City,  one  of  the 
biggest  Coke  franchises  in  the  world. 
Femsa  is  now  run  by  Jose  Antonio 
Fernandez  Carbajal,  Eugenio  Garza's 
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41 -year-old  son-in-law.  After  several 
public  stock  offerings  and  invest- 
ments by  strategic  partners,  Femsa 
has  finally  whittled  down  much  of  the 
debt  that  held  it  back  during  the 
1980s,  according  to  Salomon  Broth- 
ers analyst  Maria  Marron. 

Jose  Antonio  Fernandez  says  his 
father-in-law  reminds  him  constantly 
of  the  need  to  reduce  debt  and  expand 
overseas.  "We  will  not  be  dependent 
on  any  one  currency,"  says  Fernan- 
dez. "We  must  export  more." 

The  best  positioned  of  the  Garza 
Sada  groups,  however,  is  headed  by 
41 -year-old  Dionisio  Garza  Medina, 
nephew  of  Bernardo  Garza  Sada,  one 
of  the  two  current  Garza  Sada  billion- 
aires. Once  the  family's  largest  hold- 
ing, Alfa  has  shrunk  considerably 
since  its  near- bankruptcy  in  the  early 
1980s,  but  it  is  reviving,  since  the 
peso  devaluation  has  sparked  a  boom 
in  Alfa's  exports  of  steel  and  petro- 
chemical products.  Under  the  direc- 
tion of  Harvard-educated  Garza  Me- 
dina, Alfa  also  plans  to  enter  the  long 
distance  telephone  market,  in  part- 
nership with  AT&T.  Its  stock  has  been 
among  the  best-performing  on  the 
Mexican  stock  exchange  this  year. 

Another  player  to  watch  is  45 -year- 
old  Alfonso  Romo  Garza,  who  runs 
Pulsar,  a  holding  company  whose 
publicly  traded  Empresas  La  Mo- 
derna  controls  cigarette,  packaging 
and  agribusiness  interests.  Though 
not  a  Garza  Sada  bv  birth,  he  is  mar- 


Javier  Garza  Calderon 

Hello,  Havana!  Javier  has  already  made 

a  killing  on  his  Cuban  telephone  interests. 


HI 

Eugenio  Garza  Laguera 
His  brewery  has  lost  market  share, 
but  one  of  the  world's  largest  Coca-( 
franchises  coins  money  for  his  brand 


ried  to  one — and  coincidentally 
the  same  last  name.  A  skilled  he 
man,  "Poncho"  Romo  started  o 
bakeries  and  expanded  them  in 
powerful  conglomerate.  At  a  cor 
ny  event  some  years  ago  he  noted 
surprising  it  was  his  fortune  sti 
out  in  cakes.  "Yeah,"  came  a  \ 
from  the  back  of  the  room,  "a  i 
ding  cake."  Such  cracks  make 
even  more  determined  to  show  i 
he  can  do  with  the  ventures  he  m 

Finally,  there  is  Javier  Garza  C; 
ron,  the  46-year-old  chairmai 
Grupo  Domos  and  the  only  new  1 
ican  rfame  on  our  billionaires  list 
year  (see profile,  page  189).  This  C 
cousin  bought  a  49%  interest  in 
ba's  telephone  system  and  then  r 
a  killing  by  reselling  a  piece  o 
holdings  to  Italy's  telephone  cot 
ny  Stet  for  $291  million. 

Building  on  a  family  fortune  c 
ed  in  cozier  times,  the  various  C 
Sadas  are  living  in  a  different  envi 
ment — global,  competitive  and 
susceptible  to  political  favori 
Some  will  cut  it  in  the  new  w 
Others  won't. 
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Deiore     you     buy     a     vamry 

CHECK   THE    MILEAGE. 


AIR  BAG  COMPUTERS 

Irwlndo/e,  CA 


AIR  BAG  INFLATORS 

&  MODULES 

Ogden,  UT 


TIE  ROD  ENDS 

Brewer,  WE 


INTERIOR  PLASTICS 

ft  ARMRESTS 

Dover,  NH 


URETHANE 
La  Pont.  TX 
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BRAKE  COMPONENTS 
Charleston,  SC 


LEATHER 

Wllllamtport,  AID 


PISTONS 

Morrlstown,  TN 


FORGED 

CRANKSHAFTS 

Loultvf/ie,  KY 


CYLINDER  HEADS 
&  MANIFOLDS 

St.  Louis,  MO 


Afor*  than  270,000  Camrys  are  built  every  year  in   Georgetown,   Kentucky* 


EVERY  YEAR,  Toyota  buys  thousands  of  parts  from 

) 

estu 

■»• 1  communities  right  across  the  country.  In  fact,  we  buy 
ecefl 

\  ;a 


tunc* 


more  than  S4.6  billion   per  year  in  parts  for  both 
.  domestic  and  overseas  production,  from  more  than  440 


U.S.  suppliers.  Whether  it's  engine  blocks  from  Ohio, 
batteries  from  Tennessee  or  wiper  systems  from  New 
York,  our  investment  in  local  industries  is  paying  off  in 
the  form  of  thousands  of  jobs  across  the  United  States . 


N  V  E  S   TING       IN       THE       THINGS       WE       ALL       CARE       ABOUT.  I  \J  Y  \J  I  §\ 

"or  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-J2,  New  York,  NY  10019 


Billionaires  tend  to  be  highly  visible  people, 
but  some  are  more  visible  than  others. 


Where  are  the  Indians? 
The  Russians? 


By  Peter  Fuhrman  and  Michael  Schuman 

By  their  government's  own  esti- 
mates, Russian  individuals  have 
stashed  $60  billion  in  foreign  bank 
accounts  in  the  last  four  years.  In  the 
expensive  boutiques  and  jewelry 
stores  of  London's  New  Bond  Street, 
Rome's  Via  Condotti  and  Paris'  rue 
du  Faubourg  St.  Honore,  Russians 
now  outnumber  Japanese,  Arabs  and 
Americans. 

In  Moscow,  office  rents  are  the 
highest  in  Europe.  Vast  private  for- 
tunes are  being  grabbed  or  even  sto- 
len in  Russian  real  estate,  oil  and  gas, 
gold  and  diamonds  and  other  natural 
resources. 

Yet  our  annual  listing  of  world  bil- 
lionaires that  begins  on  page  110  has 
not  a  Russian  on  it. 

Go  east  to  India.  Very  big,  India, 
and  very  rich,  too,  with  nearly  1  bil- 
lion people  whose  wealth-creating 
energies  have  been  released  by  the 
radical  economic  reforms  of  Nara- 
simha  Rao's  government.  The  Bom- 
bay Stock  Exchange's  capitalization 
now  exceeds  $150  billion,  up  from 
$85  billion  in  1992.  London's  Finan- 
cial Times  reports  that  luxury  apart- 
ments in  the  city  now  change  hands  at 
$2  million,  rivaling  prices  in  New 
York,  Tokyo,  Geneva. 

Yet  our  tables  include  just  2  Indian 
billionaires.  We  know  the  number  is 
absurdly  low.  In  Indonesia,  with 
about  one-fifth  India's  population, 
we  found  ten  billion-dollar  fortunes. 

Why  so  few  Indians? 

Why  no  Russians? 

Consider  how  we  calculai  After 
identifying  as  many  of  a  sus^  ected 
billionaire's  assets  as  we  can  fin*',  we 
deduct  debt  and  translate  what's  left 
from  local  currencies  into  U.S.  dol- 
lars, using  the  current  market  ex- 
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Bustling  Bombay 

With  sky-high  real  estate  prices, 

where  are  Bombay's  billionaires? 


change  rates.  If  the  result  is  $1  billion 
or  more,  the  suspect  makes  the  list. 

Unfortunately,  exchange  rates  al- 
most never  reflect  purchasing  power 
in  the  home  country.  Go  shopping  in 
Tokyo  and  you'll  quickly  see  that  85 
yen  doesn't  buy  what  $1  will  buy  in 
New  York,  even  though  the  exchange 
rate  says  $1  is  worth  85  yen.  We're 
saying  that  a  Japanese  billionaire  is 
probably  not  as  rich  and  powerful  as 
an  Indian  demi- billionaire. 

Look  at  some  of  India's  leading 
businessmen  in  this  light.  Bombay's 
Ruia  brothers — Shashi,  50,  and  Ravi, 
45 — have  turned  their  father's  tiny 
trading  company  into  a  steelmaking 
and  shipping  conglomerate.  Their 
main    companies,    steelmaker   Essar 


Gujarat  and  shipowners/opera! 
Essar  Shipping  and  South  India  SI 
ping,  make  them  worth  about 
billion  rupees.  With  the  rupee  < 
rently  trading  at  about  30  to 
dollar,  that  translates  into  about  $. 
million. 

But  what  is  that  $350  million  re 
worth  in  India?  What  does  it  buy? 
Futures  Group,  a  Glastonbury,  Cc 
consulting  firm,  calculates  purcha; 
power  parities  for  about  80  counti 
Based  on  what  $1  dollar  buys  in 
U.S.  and  what  it  buys  in  India, 
consultants  figure  that  $1  is  wo 
nearly  $5  in  India.  If  we  were  to 
purchasing  parity  as  a  measure, 
Ruias  would  be  billionaires. 

Here  are  some  other  Indian  b 
ness  families  that  would  qualify 
our  rankings  based  on  purchaj 
power  parity: 

Rahul  Bajaj  and  his  family.  Tl. 
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[h  generations  of  employees  counting  on  us, 
;an  t  settle  for  mediocrity.  That's  why  our 
||sion  managers  hedge  with  CBOT  Treasury 

pee  | 

I  to 

)Utl 

10D„fres.  Very  stable  results.  Very  positive'.' 


Marc  L.  Werner 
Chief  Financial  Officer 
R.D.  Werner  Co.,  Inc. 


itions  of  Werners  have  built  the  biggest  ladder  company  in  the  world.  But  it's  the  generations  of 
s  Werner  employs  that  make  it  strong.  So  its  no  wonder  that  Werner  plans  its  pension  fund  for  long 
alii  erformance.  That's  why  their  fund  managers  control  portfolio  risk  with  CBOT  Treasury  futures.  Not 
urch  bes  this  give  them  superior  results,  but  also  the  benefits  of  " . .  expediency,  flexibility  and  lower  costs!' 
des  Marc  Werner,  "The  difference  we  see  in  our  bottom  line  pension  results  is  quite  substantial." 
)  find  out  how  Treasury  futures  can  impact  your  bottom  line,  jjr,    f^Ui/^/v*  Ds-yowI  rJTmAa. 

a  copy  of  "Treasury  Futures  for  Institutional  Investors"  at  W    V-nlCagO  DOaiXI  OT  iraae 

THE-CBOT,  ext.  6001,  or  1-312-435-3558,  ext.  6001. 
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The  dollar  cost  of 
the  same  bundle 
of  goods  and 
services  differs 
among  coun- 
tries. Here  is  how 
many  dollars 
people  in  these 
eight  countries 
need  in  order  to 
have  the  pur 
chasing  power 
equivalent  of  an 
American  worth 
$1  billion. 


Millions  of  U.S.  dollars 


Brazil 


Russia 


Poland 


Thailand 


$44 


$430 


$370 


Indonesia 


China 


Uganda 


$300 


$?8P 


$230 


$220 


$170 


sn't  $1  billion 


control  Bajaj  Auto,  India's  largest 
maker  of  motor  scooters,  a  very  hot 
item  among  the  150  million  middle - 
class  Indians.  Based  in  Pune,  south- 
east of  Bombay,  the  Bajajs  are  worth 
about  $500  million  on  a  simplistic 
exchange  rate  basis,  and  $2.5  billion 
on  a  purchasing  power  basis. 

New  Delhi's  five  Modi  brothers 
control  Godfrey  Phillips  India  (ciga- 
rettes), Modi  Olivetti  (computers), 
Modi  Xerox  (copiers),  Modi  Luft 
(airline),  Indofil  Chemicals,  WD  Con- 
sumer Products  (Walt  Disney  product 
licensing)  and  more.  Exchange  rate 
net  worth:  about  $400  million.  Pur- 
chasing power  net  worth:  $2  billion. 

There's  also  Bombay's  Raheja  clan, 
big  in  local  real  estate.  Bombay  office 
rents  are  now  around  $145  a  square 
foot  annually — higher  than  Tokyo's. 
But  we  can't  yet  find  enough  about 
the  Rahejas  to  figure  whether  they 
belong  on  our  lists. 

Then  there  are  the  old  Indian 
princes,  maharajahs,  nawabs  and  the 
like.  Some  are  back  to  working  for  a 
living,  but  several  of  them  are  rolling 
in  money — property,  jewelry,  invest- 
ments. The  Jaipur  family  and  the  Hy- 
derabad family  may  well  be  in  the 
billionaire  class. 

Another  problem:  Indian  business- 
men tend  to  put  assets  in  the  names  of 
their  children  and  grandchildren, 
their  cousins  and  their  uncles  and 
aunts.  They  also  like  to  stasl  assets 
overseas.  This  doesn't  mean  the  >atri- 
arch  or  die  matriarch  doesn't  ca:1  the 
tune;  it  just  means  that  the  tax  collec- 
tor and  bureaucrat  are  kept  confused. 

Disclosure  is  a  real  nightmare  in 
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Russia.  Take  Moscow's  overheated 
real  estate  market.  The  freehold  on 
most  Moscow  property  is  owned  by 
the  Moscow  City  government,  which 
in  turn  is  run  as  a  personal  proprietor- 
ship by  the  mayor  of  Moscow,  Yuri 
Luzhkov. 

The  mayor  is  a  big  player  in  the 
property  market:  he  makes  land  and 
buildings  available  at  artificially  low 
prices  to  favored  developers.  Are 
there  kickbacks  involved?  How  could 
there  not  be?  We  do  know  that  devel- 
opers kick  back  money  to  the  Moscow 
City  government,  which  Luzhkov 
controls  like  a  personal  bank  account. 
Mayor   Luzhkov  probably   controls 

Moscow's  mayor  Yuri 
Luzhkov  probably  controls 
real  estate  worth  more  than 
even  Japan's  $9  billion  man, 
Yoshiaki  Tsutsumi. 


real  estate  worth  more  than  even  Ja- 
pan's $9  billion  man,  Yoshiaki  Tsu- 
tsumi. Does  he  own  it  or  just  dispose 
of  it  all?  Who  can  tell  the  difference  in 
present-day  Russia? 

Russian  Prime  Minister  Viktor 
Chernomyrdin,  the  former  chairman 
of  RAO  Gazprom,  does  not  depend 
upon  his  official  salary  to  support  his 
family. 

How  rich  is  he?  Your  guess  is  as 
good  as  ours,  but  consider  these  facts 
about  his  old  company,  Gazprom.  It 
controls  Russia's  natural  gas  reserves, 
the     world's     second-largest,     and 


90,000  miles  of  pipelines.  Last  y 
sold  $7  billion  worth  of  gas  to  \ 
ern  Europe. 

We  can't  find  out  how  many 
prom  shares  he  owns,  but  it  mul 
considerable.  The  company  d 
easily  be  worth  $50  billion.  Or 
Chernomyrdin's  former  Cabinet | 
leagues,  former  Finance  Ministei 
ris  Fedorov,  says  he  is  certain' 
Chernomyrdin  owns  at  least  1 
Gazprom's  equity. 

Or  there's  Yevgeny  Bychkovl 
manages  a  Russian  government  (| 
nization    called    Komdragmet 
handles  the  government  gold  anc 
mond  stockpiles.  Three  years  ag< 
value  of  those  stockpiled  diam 
was  about  $8  billion.  That  stoc 
has  been  dwindling.  Rumor  has  ii 
it  is  now  down  to  $4  billion  w> 
with  only  part  of  the  proceeds  hi 
flowed    into    the    Russian   treat  > 
Where  did  the  rest  go?  We  c 
know,  but  we  do  suspect  that  E 
kov  is  a  rich  man. 

So,  yes,  there  are  more  superri 
the  world  than  our  current  tal.1  I 
386  would  indicate.  You  can,  ifl 
are  so  inclined,  condemn  this  pro 
ation  of  great  fortunes  at  a  time  \i 
poverty  still  persists  in  most  oi 
world. 

Or  you  can  look  at  the  big  pic 
These  fortunes,  most  of  which  sc 
ly  existed  20  years  ago,  are  sympi 
of  a  tremendous  explosion  in 
world's  wealth,  a  healthy  expansi( 
industrial  and  commercial  capital 
is  creating  opportunities  for  the  ( 
nary  person  on  a  scale  undreamt 
in  the  past. 
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Inventory. 
The  longer  it  sits,  the  harder  it  is  to  move. 


ip« 


Despite  what  your  balance  sheet  might  tell  you,  inventory  is  no  longer 
et.  Today,  big  inventories  can  slow  business  and  even  bring  it  to  a  screech- 
J  jit.  But  you  can  keep  your  profits  moving  in  the  right  direction  by  boost- 
it  til  hoductivity  in  your  supply  chain, 
an, J :  GE  Information  Services  can  help  you  shorten  cycle  times,  improve 
jsprt  tory  turns  and  eliminate  out-of-stock  occurrences.  We'll  show  you  how  to 
H  uppliers,  manufacturers  and  distributors  electronically  so  that  your  pur- 
orders  and  invoices  are  easily  sent  and  tracked,  auditing  is  greatly  sim- 
d  and  customer  buying  trends  are  instantly  identified  through 
of-sale  data.  For  one  large  retailer,  that  meant  reducing  stock  replenish- 
cycles  from  3  days  to  3  hours.  Another  one  of  our  clients  now  gets  spare 
to  overseas  distributors  up  to  10  days  sooner. 

You'd  be  surprised  how  much  smoother  your  business  will  run  after  a 
lp  by  GE  Information  Services. 
Productivity.  It's  All  We  Do.SM 
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GE  Information  Services 


For  more  information,  please  call  1-800-560-GEIS,  or  write  GE  Information  Services, 
MG07F2, 401  N.  Washington  St.,  Rockville,  MD  20850.  Find  us  on  the  Internet  at  http://www.ge.com/geis. 


In  the  largest  global  stock  offering 
by  an  Asian  company,  over  $1  billion 
worth  of  Indosat  shares  have  been 
purchased  by  individual  investors 
and  major  institutions  throughout 
the  world.  Merrill  Lynch  advised  the 
government  of  Indonesia  and  acted 
as  global  distributor  for  this  offering. 


:ross  the  globe,  industries  once  owned  by 
■nments  are  now  owned  by  the  people:  the  people 
world  who  invest  in  them.  And  Merrill  Lynch  is 
ng  to  lead  the  way. 

e  trusted  advisor  to  governments  and  investors 
ighout  the  world,  Merrill  Lynch  has  brought  to 
;ands  the  opportunity  to  participate  in  the  equity 
rship  of  these  privatized  corporations. 

in  point:  our  work  for  the  government  of  Indonesia  in 
•ivatization  of  its  international  telecommunications 
any,  P.T.  Indosat.  As  a  privatized,  well-capitalized 
ration,  Indosat  will  be  able  to  contribute  dynamically 
economy  of  Indonesia,  the  world's  fourth  most 
ous  nation. 

ivatization  promotes  general  economic  expansion 


obal  competitiveness.  And  for  those  in  countries 
privatizations  have  taken  place,  it  provides  an 

"tunity  to  participate  in  the  performance  of  their 
's  industries. 

Lynch  has  become  a  leader  in  privatization  because 
|  commitment  to  offering  superior  advice  and 
:ts  to  the  governments  of  the  world.  And  to  bringing 
of  opportunity  to  the  investors  of  the  world. 

Is  commitment  that  helps  make  a  difference  for  both. 


THE    DIFFERENCE 


BETWEEN    STATE    OWNERSHIP 


AND    WORLD    OWNERSHIP 


lifference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 
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Index  of 

foreign  billionaires 


Name/country/  industry 


$5  billion  and  up 

Albrecht,  Karl  and  Theo/Germany/refa/7/ng  204 
Bin  Mahfouz,  Mohamed  Salim  and  family/Saudi  /\rab\a/bank,  invest     222 

Chearavanont,  Dhanin  and  family/Thailand/agnbus/ness,  telecom  180 

Chung  Ju-yung  and  family/Korea/d/vers/fied  173 

Haniel  family/Germany/d/Vers/fied  205 

Haub,  Erivan/Germany/refa/7/ng  205 

Kwok  brothers/Hong  Kong/rea/  estate  156 

Lee  Shau  Kee/Hong  Kong/rea/  estate  156 

Li  Ka-shing  and  family/Hong  Kong/ 'diversified  156 

Merck  family/Germany  /pharmaceuticals,  chemicals  205 

Mori,  Minoru  and  Akira  and  family/Japan/rea/  estate  164 

Quandt,  Johanna,  Susanne  and  Stefan/Germany/aufomob/7es  204 

Rausing,  Hans  and  Gad/Scandinavia/pac/tag/ng  214 

Sacher,  Paul  and  Hoffman  family/Switzerland/pfiarmaceuf/ca/s  216 

Sainsbury,  David  and  family/U.K./superma/'/fefs  218 

Schickedanz  family/Germany/refa/7/ng  205 

Thomson,  Kenneth  R./Canada/med/a,  retailing,  real  estate  190 

Tsai  Wan-lin  and  family/Taiwan//rtsurance,  financial  services  180 

Tsutsumi,  Yoshiaki/Japan/rea/  esfafe  164 

$2  billion  and  up 

Agnelli,  Gianni  and  family/ltaly/aufomoMes  213 

Al-Kharafi,  Jassim  and  family/Kuwait/consfrucf/on,  banking  221 

Al-Rajhi  family/Saudi  /\tab\a/banking  222 

Angelini,  Anacleto/Chile/d/i/ers/f/ed  194 

Beisheim,  Otto/Germany/refa/7/ng  208 

Berlusconi,  Silvio/ltaly/med/a,  diversified  214 

Bettencourt,  Liliane/France/cosmef/cs  202 

Birla  family/1  ndia/cf/Vers/fterf  158 

Boehringer  family/Germany/pf/armaceuf/ca/s  205 
Bozano,  Julio  Rafael  de  Aragao/Brazil/ftnanc/a/  services,  diversified      190 

Brenninkmeijer  family/Netherlands//-era/7/ng  214 

Bronfman,  Charles/Canada/Seagram  194 

Cheng  Yu-tung  and  family/Hong  Kong/real  estate  156 

Defforey,  Denis  and  family/France/refa/7/ng  202 

Engelhorn,  Curt  and  family/Germany/p/iarmaceuf/ca/s,  health  care       205 

Ermirio  de  Moraes,  Antonio  and  family/Brazil/d/Vers/fied  189 

Ferrero,  Michele  and  family/ltaly/confecf/onery  214 

Flick,  Friedrich  Karl  Jr./Germany//ni/esfmenfs  205 

Freudenberg,  Reinhart  and  family/Germany/aufo  parts,  textiles  210 

Gerling,  Rolf/Germany//nsurance  205 

Haefner,  Walter/Switzerland/aufomob/7es,  software  216 

Hariri,  Rafic/Lebanon/consf/i/cf/on,  banking  222 

Hayashibara,  Ken/Japan/ma/fose,  real  estate  168 

Henkel  family/Germany/cfiem/ca/s  205 

Herz,  Giinter  and  family/Germany/refa/7/ng,  consumer  products  210 

Ho,  Stanley/Hong  Kong/cas/nos,  hotels,  transportation  156 

Hopp,  Dietmar  and  family/Germany/soffware  210 

Irving  family/Canada/d/Vers/'fied  190 

Ito,  Masatoshi  and  family/Japan/refa/7/ng  164 

Itoyama,  Eitaro/Japan/go/f  courses,  resorts  164 

Iwasaki  family/Japan/rea/  esfafe,  hotels  164 

Jahr  family/Germany/puW/s/)/ng  210 

Jameel  family/Saudi  Arabia/auto  distribution,  real  estate  222 

Jinnai,  Ryoichi  and  family/Japan/consume/'  finance  168 


Name/country/  industry 


Kadoorie,  Michael  and  family/Hong  Kong/uf/7/f/es,  hotels 
Karnasuta,  Chaijudh  and  family/Thailand/consf/x/cf/on 
Khoo  Teck  Puat/Singapore//?ofe/s 

Kinoshita  family/Japan/consumer  finance 

Kipp,  Karl-Heinz/Germany/rea/  estate 

Kirch,  Leo/Germany/med/a 

Koq,  Vehbi  and  family/Turkey/dn/ers/f/ed 

Koo  Cha-kyung  and  family/Korea/app/Zances,  electronics 

Kristiansenfamily/Scandinavia//.ego 

Kuok,  Robert/Malaysia/d/Vers/'fred 

Kwekfamily/Singapore/d/Vers/f/'ed 

Lamsam,  Banyong  and  family/Thailand/ban/dng 

Lee  Kun-hee  and  family/Korea/d/Vers/f/ed 

Lemos,  Costas/Greece/s/j/pp/ng,  investments 

Liem  Sioe  Liong  and  family/1  ndonesia/d/Vers/Y/ed 

Lim  Goh  Tong/Malaysia/cas/nos,  real  estate 

Luksic,  Andronico  and  family/Chile/d/Vers/ffed 

Marinho,  Roberto/Brazil/med/a 

Matte  family/Chile/ban/dng,  paper 

Merckle,  MoWGermanyl pharmaceuticals 

Moller,  Maersk  McKinney  and  family/Scandinavia/s/i/pp/ng 

Mulliez,  Gerard  and  family/France/refa/7/ng,  mailorder 

Ng,  Teng  Fong  and  Robert/Hong  Kong/rea/  estate 

Niarchos,  Stavros/Greece/s/?/pp/ng,  investments 

Oetker,  Rudolf  and  family/Germany/food 

Ohga,  Masahiroand  family/Japan/puW/s/?/ng 

Olayan,  Suliman  S./Saudi  Arabia/ 'diversified 

Oppenheimer  family/South  Mnca/mining 

Osano,  Masakuni  and  family/Japan/rea/  estate,  hotels,  transport 

Otsuka,  Akihiko  and  family/Japan/p/wmaceuf/ca/s,  health  drinks 

Otto,  Michael  and  family/Germany/refa///ng 

Packer,  Kerry/Australia/med/a 

Pangestu,  Prajogo/lndonesia//umber 

Peralta,  Alejo  and  family/Mexico/ industry,  telecommunications 

Perez  Companc  family/Argentina/d/Vers/fied 

Porsche  family/Germany/aivfomob/7es 

Quek  Leng  Chan  and  family/Malaysia/d/i/ers/f/ed 

Rothschild  family/U.K./France/ban/dng,  wine 

Sabanci,  Sakip  and  family/Turkey/d/Vers/fied 

Saji,  Keizo  and  family/Japan/food,  beverages 

Schmidheiny,  Stephan/Switzerland//wesfmenfs 

Schmidt-Ruthenbeckfamily/Germany/refa/7/ng 

Schorghuber,  Stefan/Germany/beer,  real  estate 

Schwarz,  Dieter  and  family/Germany/refa/7/ng 

Seydoux/Schlumbergerfamilies/France/d/i/ers/fted 

Shin  Kyuk-ho/Korea/d/Vere/ffed 

Shinawatra,  Thaksin  and  family/Thailand/fe/ecommun/caf/ons 

Shino,  Rinji/Japan/rea/ esfafe 

Slim  Helu,  Carlos  and  family/Mexico/d/Ve/s/rVed 

Sophonpanich,  Chatri  and  family/Thailand/banfr/ng 

Takei,  Yasuo  and  family/Japan/consumer  finance 

Tiong  Hiew  King  and  family/Malaysia//umber 

von  Finck,  Wilhelm  and  August/Getmany//nvesfmente 

von  Oppenheim,  Alfred  and  family/Germany/ban/dng 

von  Siemens  family/Germany/e/ecfron/cs,  heavy  industry 

Wang,  Yue-Che  (Y.C.)  and  family/Taiwan/p/asf/cs,  electronics 

Wertheimer,  Alain  and  family/France/taury  goods 

Weston,  Garry  and  family/U. K./food 

Widjaja,  Eka  Tjipta  and  family/lndonesia/d/Vers/f/ed 

Wonowidjojofamily/lndonesia/fobacco 

Woo,  Peter  and  family/Hong  Kong/ diversified 

Yamaguchi,  Hisakichi/Japan/pacAag/ng 

Zobel  de  Ayala,  Jamie  and  family/Philippines/rea/  esfafe,  diversified 
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>1  billion  and  up 

ll-Sulaiman,  Abdul  Aziz/Saudi  Arabia/ cement,  investments 
imbani  family/lndia/fexr/tes,  energy 
iramburuzabala  Ocaranza,  Pablo/Mexico/beer 

rango,  Jeronimo/Mexico/refa// 

rdila  Lulle,  Carlos/Colombia/soft  drinks,  diversified 

rison,  Ted/Israel/ 'Carnival  Corp. 

isavabhokhin,  Anant/Thailand/Aious/ng 

zcarraga  Milmo,  Emilio  and  family/Mexico/med/a 

iailleres,  Alberto/Mexico/m/n/ng,  diversified 

emberg  family/Argentina/beer,  investments 

encharongkul,  Boonchai  and  family/Thailand/te/ecomm 

enetton,  Luciano  and  family/ltaly/c/or/i/ng 


ertarelli,  Fabio/Switzerland/ pharmaceuticals 

hirombhakdi,  Piya  and  family/Thailand/bee/- 

odharamik,  M\sa\fJha\\and/telecommunications 
^josch  family/Germany/aufo  parts 

otin  family/Spain/ banking 
^louriez,  Philippe  and  family/France/refa/7/ng 

ranson,  Richard/llX/d/yeAs/fred 

•jrost  family/Germany/med/'a,  investments 

■',■  usujima,  Kunio/Japan/pacri/nfo  machines 

"  amargo  family/Brazil/cofisfrucr/'on 

111 

k  iang  Yung-fa/Taiwan/s/)/pp/ng,  aviation 

jjj  ley  Jong-hyon  and  family/Korea/d/i/ers/fred 

"  sneros  family/Venezuela/d/Vere/fred 

assault,  Serge  and  family/France/aerospace,  electronics 

avid-Weill,  Michel  and  iamWy/France/banking 
I  Vecchio,  Leonardo/ltaly/eyewea/- 

ehl,  Karl  and  family/Germany/ mechanical  engineering,  defense 

wrance,  John  T.  Ill/lreland/Campte//  Soup 

senberg,  Shoul/lsrael/d/i/ers/fred 

iffer,  Leon  and  fam\ty/Braz\\/diversified 

jgintenervan  Vlissingen  family/Netherlands/energy,  retail 

in  pa,  Den/J  a  pa  n/fast  food 

jj'inke  family//Germany/med/a,  investments 

?j  irza  Calderon,  Javier  and  family/Mexico/te/ecommuri/caf/ons 

",  irza  Sada,  Bernardo  and  family/Mexico/d/Vers/fred 

;  ikongwei,  John  Jr./Philippines/d/vers/TVed 

itianun,  Andrew  Sr.  and  family/Philippines/rea/  estate 
l^ulandris  family/Greece/sri/pp/ng,  investments 

undig,  Chantal/Germany/e/ecfron/cs 

indl  family/Germany/paper 

.jjilley,  Paul-Louis  and  family/France/refa/Z/ng 
yirtono,  R.  Budi  and  family/lndonesia/fobacco 
j  :ctor,  Hans-Werner/Germany/soffware 
16 'ineken,  Alfred/Netherlands/ieer 
jciang  Shi-hui/Taiwan/at/fomo£>/7es,  motorcycles 
jjimori,  Kazuo/Japan/e/ecfron/cs 
'  >no  family/Japan/food,  spirits 


;r: 


0 


:obs,  Klaus/Switzerland/cT/oco/afe,  investments 

jj  "fali  family/Saudi  krabtal  diversified 

"  mel,  Saleh  Abdullah/Saudi  k\ab\al  banking,  diversified 

/( 

-:mprad,  Ingvar/Scandinavia/ft/m/fure,  retailing 

jjnjanapas,  Mongkol  and  family/Thailand/rea/estefe 

noo,  Ahmed  AN  and  family/Bahrain/frad/ng,  shipping,  invest 

n  Suk-won  and  family/Korea/d/Vers/fied 
i  n  Woo-choong/Korea/d/Vers/r7'ed 
jj  auf  family/Germany/consfrucf/'on  materials 
•  3,  Jeffrey  and  family/Taiwan/ban/r/'ng 
I  Dlowitz  s\steTs/Spaml  construction 

shnan,  T.  Ananda/Malaysia/fe/ecommun/caf/'ons,  diversified 

ida,  Benzion/lsrael/pr/nf/'/jg  ' 
;oiti  family/Brazil//7?surance 
i,  Jorge/Mexico/mm/ng 
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Latsis,  iohn/Qreece/shipping,  investments 
Lee  family/Singapore/ fcar^/ng,  plantations 
Lee,  Hon  Chiu  and  family/Hong  Kong/rea/  estate 
Leibbrand  family/Germany/refa/7/ng,  real  estate 
Leophairatana  family/Thailand/pefroc/iem/ca/s,  rice 

Liebherr  family/Switzerland/consfrucf/on  equipment 
Livanos  family/Greece/s/j/pp/r/g,  investments 
Lo  Ying  Shek  and  family/Hong  Kong/rea/  estate 
Lopez,  Eugenioand  family/Philippines/d/Vers/f/ed 
Mabuchi,  Kenichi  and  family/Japan/m/'n/mofors 
Mann,  Hugo  and  family/Germany/refa/7/ng 
March  family/Spain/d/Vers/'fied 
Matsuda,  Kazuoand  family/Japan/f/nance 
Mendoza  famiiy/Venezuela/£>eer 
Mohn,  Reinhard  and  family/Germany/med/a 

Moores  family/U.K./refa/7/ng 

Morita  family/Japan/Sony 

Murata,  Junichi  and  family/Japan/mac/i/ne/y 

Nakajima,  Kenkichi/Japan/pacfr/nto 

Nursalim,  Sjamsul  and  family/lndonesia/mdivsfry,  banking 

Oshima,  Kenshin/Japan/f/nance 

Otani,  Kazuhiko  and  family/Japan/frote/s 

Peugeot  family/France/aufomof>/7es 

Plattner,  Hasso/Germany/soffware 

Ramli,  Tajudin/Malaysia/fe/ecommun/catfons 

Ratanarak,  Kritandfamily/Thailand/ban/dng,  cemenf 

Reimann  family/Germany/cr/em/'ca/s,  consumer  products 

Riady,  Mochtarand  family/lndonesia/rea/  estate,  financial  services 

Rocca,  Roberto  and  family/Argentina/d/Vers/Tved 

Rochling  family/Germany/sfee/,  defense 

Safra,  Edmond  and  brothers/Lebanon/ban/r/ng 

Sampoerna,  Putera  and  family/lndonesia/forjacco 

Santo  Domingo,  Julio  and  family/Colombia/tee/-,  diversified 

Sarmiento  Angulo,  Luis  Carlos/Colombia/d/Vers/fted 

Schmidheiny,  Thomas/Switzerland/consfracf/on  materials 

Schroder  famWy/U. KJ  banking 

Setubal,  Olavoandfamily/Brazil/rjan/dng,  diversified 

Shiiki,  Masakazu/Japan/consumer  finance 

Simon  family/Germany/ftee/- 

Son,  Masayoshi/Japan/software,  publishing,  trade  shows 

Stroher  family/Germany/ha/r  care 

Sutanto,  Djuharand  family/lndonesia/d/i/ers/f/ed 

Swire  brothers/Hong  Kong/ diversified 

Sy,  Henry  and  family/Philippines/s/wpp/ng  malls 

Takei  family/Japan//iofe/s,  real  estate 

Takenaka,  Renichi  and  family/Japan/consryuctfon 

Tan,  Lucio/Philippines/fobacco,  airlines 

Tanoto,  Sukantoand  family/lndonesia/paper 

Thyssen-Bornemisza,  Hans  Heinrich/Switzerland/a/t,  industry 

Toyoda  family/Japan/7byo//a 

Tschira,  Klaus/Germany/software 

Ty,  George  and  family/Philippines/ banking 

Uehara,  Shoji  and  famWyUapan/ pharmaceuticals,  health  drinks 

Villela  family/Brazil/ten/c/ng;  diversified 

von  Thurn  und  Taxis,  Albert/Germany/rea/  estate,  beer 

Vuitton  family/France/ luxury  goods 

Wee  Cho  Yaw/Singapore/ban/r/'ng 

Werhahn  family/Germany/consfrocf/bn  materials 

Weston,  Galen/Canada/food 

Wu,  Eugene  and  famWyfTaiwanl insurance 

Wu,  Gordon  and  family/Hong  Kong/ infrastructure 

Wiirth,  Reinhold  and  family/Germany/fasfeners,  hardware 

Yamauchi,  Hiroshi/Japan//V/nfendo 

Yaw  Teck  Seng  and  family/Malaysia/Zum/jer 

Yoshida,  Tadahiroand  family/Japan/z/ppers,  construction  materials 

Yoshimoto,  Goroemon  and  family/Japan/rea/  estate 

Zambrano,  Lorenzo  and  family/Mexico/cemenf 
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Jame  the  winner  ot  the 

Safe  Car  Achievement  AwarcL 


If  you  named  Buick  LeSabre,  you  agree  with  Prevention  magazine,  which 
^honored  LeSabre  with  its  prestigious  "Safe  Car  Achievement  Award" 
in  the  full-size  car  segment.  LeSabre.  Winner  over  every  other 
■\v       domestic  and  import  competitor,  with  its  dual  air  bags, 
.anti-lock  brakes,  rear-door  child  security  locks,  steel 
safety  cage  body  unit  and  more.  No  wonder  it's 
the  most  popular  full-size  car  in  America 
for  the  third  straight  year*  LeSabre. 
The  American  family  .  .  .  family 
car.  To  learn  more,  call 
1-800-4A-BUICK. 


UNITED  STATES 


America's 

richest 

people 

These  70 

American  individu- 
als and  59  fami- 
lies were  worth  at 
least  $1  billion 
when  we  recently 
updated  their 
estimated  net 
worth  to  reflect 
changes  in  the 
value  of  stock 
held  in  publicly 
traded  companies. 
With  Wall  Street 
surging,  these 
fortunes  are  up 
virtually  across 
the  board. 


$10  billion  and  up 

Buffett,  Warren  Edward 

du  Pont  (Pierre  Samuel  II)  family 

Gates,  William  Henry  III  (Bill) 


$5  billion  and  up 

Allen,  Paul  G. 

Cargill/  MacMillan  families 

Johnson,  Edward  Crosby  III  and  family 

Kluge,  John  Werner 

Mellon  family 

Moore,  Gordon  Earle 

Rockefeller  family 

$2  billion  and  up 

Annenberg,  Walter  Hubert 
Anthony,  Barbara  Cox 
Ballmer,  Steven  Anthony 
Bass,  Lee  Marshall 
Bass,  Robert  Muse 
Bren,  Donald  Leroy 

Bronfman,  Edgar  Miles  Sr. 
Chambers,  Anne  Cox 
Davis,  Marvin  Harold 
DeVos,  Richard  Marvin 
Ellison,  Lawrence  J. 
Ford  family 

Gund  family 

Hearst  family 

Hewlett,  William  Redington 

Hillman,  Henry  Lea 

Kerkorian,  Kirk 

Knight,  Philip  Hampson 

Mars,  Forrest  Edward  Jr. 
Mars,  Forrest  Edward  Sr. 
Mars,  John  Franklyn 
McCaw  family 
Murdoch,  Keith  Rupert 
Newhouse,  Donald  Edward 

Newhouse,  Samuel  I.  Jr. 
Packard,  David 
Perelman,  Ronald  Owen 
Perot,  Henry  Ross 
Phipps  family 
Pritzker,  Jay  Arthur 

Pritzker,  Robert  Alan 
Redstone,  Sumner  Murray 
Simplot,  John  Richard  and  family 
Van  Andel,  Jay 
Vogel,  Jacqueline  Mars 
Walton,  Alice 

Walton,  Helen 
Walton,  Jim  C. 
Walton,  John  T. 
Walton,  S.  Robson 
Wattis  family 


$1  billion  and  up 

Albertson,  Kathryn  McCurry  and  family 

Allen  family 

Anschutz,  Philip  Frederick 

Bacardi  family 

Bancroft  family 

Bass,  Sid  Richardson 

Bechtel,  Riley  P. 

Bechtel,  Stephen  Davison  Jr. 


($mil) 


10,680 
10,000 
12,890 


5,300 
5,100 
5,100 
5,900 
5,000 
5,300 
6,000 


2,830 
2,900 
2,540 
2,000 
2,000 
2,000 

2,480 
2,900 
2,000 
4,130 
3,770 
2,000 

2,070 
4,500 
2,570 
2,270 
2,550 
2,150 

2,500 
2,500 
2,500 
2,500 
3,400 
4,000 

4,000 
3,420 
4,690 
2,500 
2,000 
2,200 

2,200 
4,480 
2,610 
4,200 
2,500 
4,650 

4,680 
4,760 
4,710 
4,650 
2,000 


1,120 
1,120 
1,630 
1,800 
1,100 
1,730 
1,400 
1,400 


tesidence                                                     Primary  sources                  s 

!  1 2 

Mi  finl 

Omaha,  Nebraska 

Stock  market 

Wilmington,  Delaware  et  al. 

Inheritance  (Du  Pont  Co.)     *-jt 

Seattle,  Washington 

Microsoft 

fyf*| 

ItW) 

i,to 

Mercer  Island,  Washington 

Microsoft 

Minneapolis,  Minnesota;  La  Jolla,  California 

Cargill,  Inc. 

Boston,  Massachusetts 

Fidelity  Investments 

Charlottesville,  Virginia;  NYC 

Metromedia 

Pittsburgh,  Pennsylvania  area 

Inheritance                       i  *-:2 

Santa  Clara  County,  California 

Intel  Corp.                        |  feW) 

NYC  et  al. 

Inheritance  (oil)                 |  totail) 

|  to!,B 

|  total 

i  to  IM 

Wynnewood,  Pennsylvania;  Rancho  Mirage,  Calif. 

Publishing                         si- 

Honolulu,  Hawaii 

Inheritance  (Cox  Enterprises ,  nf*; 

Bellevue,  Washingtom 

Microsoft 

Fort  Worth,  Texas 

Oil,  investments 

Fort  Worth,  Texas 

Oil,  investments 

IHarsret 

Newport  Beach,  California 

Real  estate 

NYC 

Atlanta,  Georgia 

Beverly  Hills,  California 

Ada,  Michigan 

Atherton,  California 

Grosse  Pointe  Farms,  Grosse  Pointe  Shores,  Mich. 

Cleveland  origin 

Los  Angeles,  San  Francisco,  California;  NYC 

Portola  Valley,  California 

Pittsburgh,  Pennsylvania 

Beverly  Hills,  California;  Las  Vegas,  Nevada 

Hillsboro,  Oregon 

McLean,  Virginia 

Las  Vegas,  Nevada 

Arlington,  Virginia 

Bellevue,  Seattle,  Washington 

NYC  et  al. 

NYC 

NYC 

Los  Altos  Hills,  California 

NYC 

Dallas,  Texas 

NYC 

Chicago,  Illinois 

Chicago,  Illinois 

Newton  Centre,  Massachusetts 

Boise,  Idaho 

Ada,  Michigan 

Bedminster,  New  Jersey 

Rogers,  Arkansas 

Bentonville,  Arkansas 
Bentonville,  Arkansas 
San  Diego,  California 
Bentonville,  Arkansas 
Burlingame,  California 


Boise,  Idaho 

NYC 

Denver,  Colorado 

Puerto  Rico;  Miami,  Florida  et  al. 

Boston  area 

Fort  Worth,  Texas 

San  Francisco,  California 

San  Francisco,  California 


Seagram  Co. 

Inheritance  (Cox  Enterprise: 

Oil 

Amway 

Oracle  Corp. 

Inheritance  (Ford  Motor  Co. 


fetolf 

fKffflij 

tfyla 
to  Jot 
Will 


Inheritance  (Sanka,  banking    w 


Inheritance  (newspapers) 

Hewlett-Packard 

Industrialist 

Investments 

Nike,  Inc. 

Inheritance  (candy) 
Inheritance  (candy) 
Inheritance  (candy) 
McCaw  Cellular 
Publishing 
Publishing 

Publishing 

Hewlett-Packard 

Leveraged  buyouts 

Computer  services 

Inheritance  (Bessemer  Trust  fc^' 


Finance,  etc. 

Finance,  etc. 

Viacom,  Inc. 

Potatoes 

Amway 

Inheritance  (candy) 

Inheritance  (Wal-Mart  Store 

Inheritance  (Wal-Mart  Store 
Inheritance  (Wal-Mart  Store 
Inheritance  (Wal-Mart  Store 
Inheritance  (Wal-Mart  Store 
Utah  International 


Albertson's,  Inc. 

Stock  market 

Oil 

Liquor 

Inheritance  (Dow  Jones) 

Oil,  investments 

Engineering,  construction 

Engineering,  construction 
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Name 

Worth 

Residence 

Primary  sources 

($mil) 

austein  family 

1,330 

Baltimore,  Maryland 

Inheritance  (oil) 

i 

own  family 

1,370 

Louisville,  Kentucky 

Whiskey 

i 

isch  family 

1,400 

St.  Louis,  Missouri 

Anheuser-Busch 

rlson,  Curtis  LeRoy 

1,000 

Long  Lake,  Minnesota 

Hotels,  incentives,  etc. 

landler  family 

1,260 

Los  Angeles  et  al. 

Times  Mirror  Co. 

app  family 

1,200 

Seattle,  Washington 

Inheritance  (Weyerhaeuser) 

llier  family 

1,300 

Naples,  Florida 

Real  estate 

own,  Lester  and  family 

1,920 

Wilmette,  Illinois 

Inheritance 

rt  family 

1,000 

Sarasota,  Florida;  London,  England 

Dart  Container 

vis  family 

1,200 

Jacksonville,  Florida 

Winn-Dixie  Stores 

Young  family 

1,000 

San  Francisco,  California 

Publishing 

innelley  family 

1,400 

Chicago  origin 

R.R.  Donnelley  &  Sons 

irrance,  Bennett 

1,430 

Paradise  Valley,  Arizona 

Inheritance  (Campbell  Soup) 

>her  family 

1,930 

San  Francisco,  California 

The  Gap 

sher  family 

1,000 

NYC 

Real  estate 

bourg,  Michel  and  family 

1,000 

NYC 

Grain  trader 

Ivin,  Robert  William 

1,360 

Barrington  Hills,  Illinois 

Motorola 

ffen,  David 

1,000 

Malibu,  Beverly  Hills,  California 

Recording 

tty,  Gordon  Peter 

1,500 

San  Francisco,  California 

Inheritance  (oil) 

-:: 

tas,  Peter  Sr. 

1,300 

San  Francisco,  California 

Levi  Strauss 

ill,  Donald  Joyce 

1,000 

Mission  Hills,  Kansas 

Inheritance  (Hallmark) 

imsley,  Harry  Brakmann 

1,300 

NYC;  Greenwich,  Connecticut 

Real  estate 

1,  Margaret  Hunt  and  family 

1,100 

Dallas,  Texas 

Inheritance  (oil) 

lenbrand  family 

1,280 

Batesville,  Indiana  etal. 

Caskets,  hospital  beds 

ton  family 

1,260 

Pasadena,  California 

Connectors 

pnse 

liles  family 

1,150 

Colorado  Springs,  Colorado 

Publishing 

ighes  family 

1,000 

California,  Nevada 

Hughes  Aircraft 

int,  Ray  Lee  and  family 

1,600 

Dallas,  Texas 

Inheritance  (oil) 

ntsman,  Jon  Meade 

1,000 

Salt  Lake  City,  Utah 

Plastics,  chemicals 

Co.] 

ikins  family 

1,260 

Lakeland,  Florida 

Publix  Super  Markets 

nking 

inson  family 

1,670 

Princeton,  New  Jersey  et  al. 

Johnson  &  Johnson 

5| 

inson  family 

1,250 

Hillsborough,  California 

Franklin  Resources,  Inc. 

inson,  Samuel  Curtis 

1,750 

Racine,  Wisconsin 

Johnson  Wax 

ch,  Charles  de  Ganahl 

1,200 

Wichita,  Kansas 

Inheritance  (oil  services) 

:h,  David  Hamilton 

1,200 

NYC 

Inheritance  (oil  services) 
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1,000 

NYC 

Cosmetics 

:rak,  Samuel  Jayson 

1,100 

NYC 
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-.::: 
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NYC;  Manalapan,  Florida 

Publishing 

For  complete 
reviews  of 
America's  wealth- 
iest people,  see 
this  year's  issue 
of  The  Forbes 
Four  Hundred, 
appearing  in 
October. 
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WE'D  LOVE  TO  STAY  AND  CHAT,  BUI 
WE  HAVE  ANOTHER  110,000  FREIGH 
DELIVERIES  TO  MAKE  TODAY. 
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We  hate  to  rush,  but  we're  on  a  rather  tight 
schedule  right  now.  There's  a  container  of 
handbags  on  its  way  to  Hamburg;  car  parts  are 
speeding  to  Cleveland;  computer  keyboards  to 
Quebec;  hydraulic  pumps  to  Penang.  And  those 
are  just  a  handful  of  the  thousands  of  on-time, 
heavy  freight  deliveries  The  CF  Companies 
make  each  day. 

By  air  and  by  sea,  over  highways  and  railways, 
The  CF  Companies  supply  the  critical  raw 
materials,  parts  and  inventory  that  help  our 
customers  operate  successfully.  Our  capabilities 
range  from  regional  and  nationwide  trucking 
to  worldwide  air  freight,  from  truckload,  ocean 
and  intermodal  services  to  warehouse  and 
logistics  management.  All  backed  by  advanced 
Electronic  Data  Interchange  technology  and  a 
relentless  commitment  to  cost-control.  It  adds 
up  to  more  than  transportation  services:  it 
provides  a  competitive  edge  for  your  company. 

To  find  out  more  about  the  cost-savings  and 
services  we  can  deliver  for  your  company,  call 
1-800-520-8465  today  for  a  copy  of  our  worldwide 
resources  brochure. 

THE  CF  COMPANIES 
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CF MotorFreight,  Emery  Worldwide,  Con-Way  Transportation  Services,  Menlo  Logistics 
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WE  PUT  YOU  MILES  AHEAD 


The 
Company 


By  Hiroko  Asami,  Justin  Doebele,  Gale  Eisenstodt,  Philippe  Mao,  Kazumi  Miyazawa, 
Michael  Schuman  and  Esther  Wachs  Book 


New  names  this  year 

INDONESIA 
Djuhar  Sutanto 

Liem  Sioe  Liong  is  Indonesia's 
wealthiest  businessman,  and  Djuhar 
Sutanto  is  his  longtime  partner  and 
distant  relation  (Sutanto's  Chinese 
name  is  Liem  Oen  Kian).  Sutanto,  75, 
is  as  mysterious  as  he  is  rich.  FORBES 
knows  that  he  owns  big  positions 
worth  some  $1.8  billion  in  some  of  the 
largest  companies  of  Liem  Sioe  Liong's 
sprawling  Salim  Group  conglomerate. 
For  example,  Sutanto  and  his  son  Tedy 
own  over  18%  of  Salim  Group's  Hong 
Kong-based  First  Pacific;  this  stake 
alone  is  worth  $320  million.  Sutanto  is 
also  a  major  shareholder  in  Salim 
Group's  Indocement  and  in  the  re- 
cently listed  Indofood  (combined  mar- 
ket cap,  $7.5  billion).  -P.M. 

Sampoerna  family 

According  to  family  lore,  Putera  Sam- 
poerna has  his  grandfather's  love  of 
gambling  and  women  to  thank  for  the 
family's  $1 .7  billion  cigarette  fortune. 


To  hide  money  from  her  husband, 
Putera's  grandmother  stashed  money 
in  the  bamboo  pillars  of  their  small 
general  store  in  East  Java.  When  her 
husband  needed  capital  to  buy  a  cargo 
of  cigarettes,  she  slit  open  her  bam- 
boo piggybank — on  the  condition 
that  he  behave  himself. 

Apocryphal  or  not,  it's  fact  that 
$800  million  (sales)  H.M.  Sampoerna 
is  now  Indonesia's  third-largest  clove 
kretek  cigarette  manufacturer,  be- 
hind the  fellow  billionaire  Wonowid- 
jojo  family's  Gudang  Garam  and  new 
billionaire  R.  Budi  Hartono's  family- 
owned  Djarum.  (Although  they  go  by 
their  Indonesian  names,  all  are  ethnic 
Chinese,  as  are  most  of  Southeast 
Asia's  billionaires.) 

Putera  Sampoerna,  47,  spent  most 
of  his  early  years  outside  Indonesia, 
including  a  brief  stint  at  the  Universi- 
ty of  Houston  and  several  years  in 
Malaysia.  He  returned  to  Indonesia 
for  good  in  1978  and  later  acquired 
Philip  Morris'  cigarette  factor)'  in 
East  Java. 

He  plans  to  open  factories  in  Myan- 


Sjamsul  Nursalim 
His  empire 
stretches  from 
motorcycle  tires 
to  banking. 


RIGHT: 

Mochtar  Riady 
"Energy  is 
money,"  says 
the  financial 
wizard,  who  has 
plenty  of  both. 


BELOW: 

Putera  Sampoerna 
By  giving  his  Dji 
Sam  Soe  brand  of 
clove  cigarettes 
a  taste  of  luxury, 
he  built  a  $2.9 
billion  (market 
value)  business. 
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mar  (Burma),  Vietnam,  the  Philip- 
pines and  Cambodia.  Other  assets 
include  the  United  Parcel  Service 
franchise  in  Indonesia  and  a  stake  in 
GemStone  Systems  Inc.,  an  Oregon 
database  programming  firm.     -P.M. 

Sjamsul  Nursalim 

Sjamsul  Nursalim 's  father  and  uncle 
moved  from  Fuzhou,  China,  to  Indo- 
nesia in  the  1920s  and  began  selling 
spare  parts  for  bicycles.  From  those 
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humble  beginnings  the  family  built  a 
collection  of  companies  that  include 
publicly  listed  Gajah  Tunggal  and  In- 
donesia's oldest  private  bank,  Bank 
Dagang  Nasional  Indonesia  (bdni). 
Gajah  Tunggal  has  become  a  major 
local  maker  of  tires  for  motorcycles 
and  cars  (market  share,  31%).  His  esti- 
mated 56%  stake  in  bdni  (assets,  $4.3 
billion)  is  wordi  $425  million.  He  also 
manufactures  rubber  boots,  paints  and 
resins.  Nursalim,  now  53,  has  run  the 
business  since  1969.  Total  estimated 
;jiet  worth:  $1.3  billion.  -P.M. 

Sukanto  Tanoto 

Sukanto  Tanoto,  founder  of  the  Raja 
Garuda  Mas  Group,  began  his  busi- 
ness career  at  17,  supplying  building 
materials  to  Indonesia's  government- 
owned  oil  company,  Pertamina.  But 
Tanoto,  45,  derived  most  of  his 
wealth  from  producing  pulp  and  pa- 
per for  Asia's  booming  market.  He 
^now  has  a  production  capacity  of  1 
million  tons  a  year.  Tanoto  next  plans 
to  set  up  cardboard  and  paper  fac- 
tories outside  Shanghai.  To  finance 
expansion  he  consolidated  his  fac- 
tories under  Asia  Pacific  Resources 
International  Holdings,  which  he- 
took  public  in  April  on  the  NYSE, 
raising  $150  million;  Tanoto  and  his 
family  still  own  60%,  worth  nearly 


$900  million.  Other  assets  include  a 
500,000-acre  palm  oil  plantation  and 
Jakarta's  Unibank,  malting  his  net 
worth  over  $1  billion.  -P.M. 

Mochtar  Riady 

"The  source  of  energy  is  money," 
says  Mochtar  Riady,  chairman  of 
Lippo  Group — "Lippo"  means  "en- 


ergy" in  Chinese.  Riady,  66,  moved 
from  East  Java  to  Jakarta  in  1953  and 
later  got  into  banking.  He  made  Bank 
Buana  Indonesia  the  country's  big- 
gest private  bank,  sold  it  in  1971, 
started  Pan  Indonesia  Bank  and  sold  it 
in  1977.  With  fellow  Indonesian  bil- 
lionaire Liem  Sioe  Liong  he  started 
Bank  Central  Asia,  sold  out  in  1987, 
and  started  Lippo  Bank.  With  over  $3 
billion  in  assets  it  is  Indonesia's  fifth- 
largest  bank.  Lippo  is  also  developing 
a  500-hectare  (1,235  acres)  residen- 
tial and  industrial  site,  "Lippo  Vil- 
lage," and  a  second,  "Lippo  City," 
on  the  outskirts  of  the  city. 

All  in  all,  Lippo  Group  has  major- 
ity interests  in  seven  publicly  listed 
Indonesian  firms,  from  insurance  to 
data-processing  sendees.  Combined 
market  cap:  close  to  $1  billion.  Ria- 
dy's  son  Stephen,  who  runs  the  fami- 
ly's Hong  Kong  operations,  controls 
four  listed  companies  with  a  total 
combined  market  capitalization  of 
$1  billion.  Estimated  net  worth:  $1.1 
million.  -P.M. 

Hartono  family 

Robert  Budi  Hartono,  54,  and  his 
brother,  Michael  Bambang  Hartono, 
55,  own  estimated  $600  million 
(sales)  Djarum  Group,  which  controls 
about  20%  of  Indonesia's  clove  kretek 
cigarette  market.  Djarum  is  also  a 
major  player  in  producing  consumer 


Sukanto  Tanoto 
A  brash 
young  man 
with  global 
ambition 
aplenty. 


Forbes"  July  17,  1995 


141 


• 


I 


&*■■ 


^M 


During  recent  years,  The  Timken  Company  has  increase*  orthf 
productivity  more  than  twice  the  national  average.  There  is  bteni 
nothing  average  about  that,  just  as  there  is  nothing  average  ;  j 
about  Timken  s  ability  to  innovate,  to  increase  quality,  to  control  j)er(0I 
costs  and  to  serve  customers.  Ijecisj 

Timken®  bearings  and  alloy  steels  keep  setting  higher  standard^! 


TIMKEN  IS  THE  REGISTERED  TRADEMARK  OF  THE  TIMKEN  COMPANY. 
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seior  their  industries.  Our  products  reduce  fuel  consumption, 
is  xtend  equipment  life  and  are  friendly  to  the  environment. 

e        The  choice  of  Timken        nPlVM  ffYFT'l^T 

.J  )erformance  is  a  long-term         I     I   Imfl    wC   M    W^H 

lecision  that  starts  saving  JL  X  XT JL  AJL JLj  JL^i 

&  boney  immediately  Worldwide  Leader  In  Bearings  And  Steel. 
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Masayoshi  Son 

Joining  with  Bill  Gates,  his  Softbank  has 

entered  a  game  venture  with  Microsoft. 


electronics  goods,  textiles,  furniture, 
banking  and  food  processing.  But  the 
bulk  of  their  $1 -billion-plus  fortune 
comes  largely  from  making  and  mar- 
keting those  sweet-smelling  clove  cig- 
arettes that  dangle  from  the  mouths 
of  most  Indonesian  men.  -P.M. 

JAPAN 

Masayoshi  Son 

At  37,  Masayoshi  Son  is  riding  high, 
despite  deflation  and  recession  in  Ja- 
pan. Son's  Softbank  Corp.,  Japan's 
leading  distributor  of  packaged  com- 
puter software,  earned  $54  million 
(pretax)  on  revenues  of  $1 .1  billion  for 
the  year  ended  in  March.  Son's  61%  of 
the  company  is  worth  over  $1 .9  billion. 

Japanese -born  but  of  Korean  de- 
scent, Son  was  working  on  an  under- 
graduate degree  at  the  University  of 
California  at  Berkeley  when  he  in- 
vented an  electronic  translating  de- 
vice. He  sold  the  patent  to  Sharp 
Corp.,  which  used  it  to  develop  the 
Sharp  Wizard. 

Son  started  Softbank  in  1981  and 
got  his  first  big  break  when  he  became 
exclusive  supplier  of  software  to  a 
large  PC  dealer  in  Japan.  In  1990  Son 
brokered  the  formation  of  Novell 
Inc.'s  joint  venture  to  create  a  Japa- 
nese network  operating  system,  and 
still  owns  20%  of  the  venture.  More 


recently,  he  formed  a  joint  venture 
with  Nihon  Cisco  Systems  to  market 
PC  networking  software  in  Japan. 

Son  is  making  his  presence  felt  in 
the  U.S.,  too.  Last  fall  Softbank 
bought  Ziff-Davis'  computer  trade 
show  division  for  $200  million  and 
earlier  this  year  purchased  the  Com- 
dex trade  show  for  $800  million.  "A 
year  and  a  half  ago  we  had  only  5 
employees  in  the  U.S.,"  boasts  Son. 
"Now  we  have  1,700  employees 
there."  Last  month  Softbank  formed 
a  PC  game  software  venture  with 
Microsoft.  -G.E. 


KOREA 

Koo  Cha-kyung  and  family 

For  years  considered  one  of  Korea's 
stodgier  chaebol,  the  $38  billion  (rev- 
enues) Lucky- Goldstar  group  seems 
to  be  entering  a  new,  more  dynamic 
era.  This  year  it  changed  its  name  and 
its  logo  to  lg  Group — much  more* 
cosmopolitan.  And  in  February  a  new 
Koo  took  hold  of  the  group's  reins  as 
chairman:  50 -year -old  Koo  Bon- 
moo,  the  eldest  grandson  of  die 
group's  late  founder,  Koo  In-hwoi. 
The  new  chairman  will  be  watching 
closely  progress  made  by  Lee  Hun-jo, 
head  of  LG  Electronics.  Lee  has 
pushed  the  firm  into  semiconductors 
and  multimedia  computers  and 
bought  a  3%  stake  in  the  3do  Co.,  the 
U.S.  videogame  maker.  And  whereas 
many  Korean  companies  are  busily 
investing  in  emerging  economies,  Lee 
and  Koo  are  building  LG  Group  plants 
in  mature  markets:  televisions  and 
vcrs  in  Germany,  microwave  ovens  in 
the  U.K.  and  refrigerators  in  Italy. 

The  Koo  family's  LG  Group  hold- 
ings are  worth  at  least  $2.9  billion. 
Another  family,  named  Huh,  also  has 
a  small  stake  in  the  group.  -J.D. 


Kim  Woo-choong 

Kim  Woo-choong's  father  was  a  re- 
spected teacher,  one  of  whose  stu- 
dents, Park  Chung-hee,  became  pres- 
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Kim  Woo-choong 

His  Daewoo  Group  will  build  cars  in  Romania,  Uzbekistan  and  Vietnam. 
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ou  don't  manage  assets  for  140  years 
unless  you  manage  them  well. 


L 


n  1853  a  small  group  of  enterprising  individuals  formed  a  company  with  a  single-minded 
mission:  to  preserve  and  grow  the  assets  of  affluent  individuals.  The  cornerstone  of  this  firm 
was  a  commitment  to  performance,  integrity  and  quality. 

By  steadfastly  maintaining  that  commitment,  U.S.  Trust  has  built  an  enviable  investment 
record  and,  today,  ranks  among  the  preeminent  investment  advisors  to  individuals  and 
families  in  America. 

We've  provided  generations  of  clients  with  a  level  of  quality  service  that  has  set  the 
standard  in  our  field.  And,  we  offer  a  breadth  of  financial  services  not  offered  by  many  other 
firms.  They  include  private  banking,  fiduciary  services,  and  tax,  estate  and  financial  planning. 

To  learn  how  our  140-year  commitment  to  performance,  integrity  and  quality  can  enhance 
your  assets,  please  contact  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 
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A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK  STAMFORD  PRINCETON  PALM  BEACH  BOCA  RATON  NAPLES  DALLAS  LOS  ANGELES  COSTA  MESA  PORTLAND  GRAND  CAYMAN 
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ident  of  South  Korea  and  architect  of 
its  economic  miracle.  After  earning  an 
economics  degree  from  Yonsei  Uni- 
versity, Kim  Woo-choong  went  into 
the  textile  business  and  became  one  of 
the  Korean  industrialists  with  favored 
access  to  the  country's  tightly  ra- 
tioned credit.  Today  his  $41  billion 
(sales)  Daewoo  Group  is  Korea's 
fourth-largest  chaebol.  Principal  activ- 
ities: shipbuilding,  telecommunica- 
tions and  electronics,  hotels  (the 
Seoul  Hilton)  and  cars.  Several  of  the 
group's  subsidiaries  are  now  publicly 
traded  companies.  Chairman  Kim's 
net  worth:  around  $1.9  billion. 

Like  the  other  chaebol,  Daewoo 
(the  name  can  be  read  in  Korean  as 
"Great  Universe")  has  been  told  by 
the  government  to  streamline  its 
holdings  so  as  to  distribute  Korea's 
economic  power  more  broadly.  The 
company  is  moving  rapidly  to  sell  or 
merge  many  subsidiaries,  and  this  year 
abolished  its  central  planning  office. 

By  the  year  2000  Kim  pledges  to 
invest  over  $3  billion  in  Vietnam, 
China,  Uzbekistan  and  Romania,  and 
to  produce  1  million  cars  overseas. 
Daewoo  is  the  only  South  Korean 
company  to  date  that  is  allowed  by  the 
government  to  operate  a  business  in 
North  Korea.  "Our  goal,"  says  Kim, 
58,  "is  to  become  a  company  without 
borders."  -J.D. 

Chey  Jong-hyon  and  family 

Chey  Jong-hyon's  $17  billion  (sales) 
Sunkyong  Group  is  a  microcosm  of 


modern  South  Korea.  Chey  took  over 
his  elder  brother's  debt-ridden  textile 
company  in  1962  and  restored  it  to 
health  by  concentrating  on  synthetic 
textiles,  which  he  exported  aggres- 
sively. With  cheap  government  loans 
he  later  added  chemicals,  general 
trading,  construction  and  oil  refin- 
ing— the  latter  now  accounts  for  40% 
of  the  group's  revenues. 

In  1992  Sunkyong  won  a  license  to 


Chey  Jong-hyon 
Built  a  debt- 
ridden  textile 
company  into 
Sunkyong 
Group,  with 
interests  in 
mobile  phones, 
chemicals, 
oil  refining, 
construction 
and  retail. 


Kim  Suk-won 

Resigned  as  chairman  of  Ssangyong 

Group  to  pursue  a  career  in  politics. 


provide  cellular  service,  but  to 
counter  charges  of  political  favoritism 
Chey  gave  back  the  license.  Smart 
move:  Last  year  the  government 
awarded  Sunkyong  a  controlling  23% 
stake  in  Korea  Mobile  Telecom, 
which  earned  $167  million  last  year 
on  revenues  of  $1  billion. 

Now  Chey,  66,  is  developing  "cat- 
egory killer"  warehouse  retail  stores, 
modeled  after  Home  Depot  and  oth- 
er U.S.  chains.  He  also  says  he  plans  to 
invest  $9  billion  over  the  next  ten 
years  in  China.  Chey's  son  is  married 
to  the  daughter  of  Roh  Tae  Woo, 
South  Korea's  president  from  1987  to 
1993.  The  couple  met  at  the  Univer- 
sity of  Chicago,  where  Chey  earned  a 
graduate  degree  in  economics  in 
1958.  Net  worth:  $1.9  billion    -J.D. 

Kim  Suk-won  and  family 

Big  changes  are  going  on  within  the 
Kim  family  and  their  $11  billion  (rev- 
enues) cement/construction/cars 
conglomerate  Ssangyong  Group.  In 
April  eldest  brother  Kim  Suk-won, 
49,  resigned  as  the  group's  chairman 
to  pursue  a  political  career  that  may 
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Its  amazing  how  little 
damage  a  fire  will 
do  when  its  contained 
in  this  small  area. 


A  CASE  IN  POINT:  FOR  CLOSE  TO  TWO 
decades  our  scientists  have  developed 
sophisticated  computer  models  that  create 
simulated  fires  in  a  given  environment.  These 


models    analyze    a    range   of  probabilities, 
No  ONE  REALLY  KNOWS  AT  WHAT  PRECISE       determining  the  likelihood  of  a  particular 
point  fire  was  first  discovered.  But  for  the  sake  of       event    occurring,    and    the    impact    of   the 
argument,  we'll  assume 


it  didn't  take  much 
longer  to  discover  how 
destructive  it  can  be* 

Generations  have 


available  protection  alternatives. 
They  also  evaluate  potential 
routes  the  fire  may  take  and  the 
effects  of  heat  and  smoke.  All  on  a 
computer  screen  no  larger  than  this 


been  trying  to  understand  fire,  to  control  its       page.  All  without  ever  having  to  ignite  a  fire. 

potential,  and  to  minimize  the  damage  it  can  OBVIOUSLY,  THIS  EFFORT  HAS       ^u> 

cause  to  property.  Which  is  why,  throughout  our       helped  us  better  evaluate  fires.    j|  (    tntilu^  i  • 

\  W^iii  ^ 
history,  we've  worked  to  understand  the  effects       More  important,  the  process  has  Tn^ 

of  fire  through  our  partnership  with  Factory       helped  us  further  understand  each  of  our  cus- 


Mutual  Engineering  &  Research. 


tomers  and  to  create  cost-effective  solutions  tai- 


WHILE  BEST  RECOGNIZED  FOR  LARGE-SCALE       lored  to  each  particular  business. 


fire  testing,  we  have  also  worked  for  well  over 


We  believe  an  insurance  company  should 


a   century   developing   new   technologies   to       do  more  than  just  insure  your  property.  So  we  do 
control  fire  and  help  our  customers  reduce  its       everything  in  our  power  to  help  prevent  losses, 


damaging  effects.  It  is  an  effort  that 


has  resulted  in  countless  innovations.    P/i*2****1** 


\)ta3© 


minimize   damage   from    them,   and 
eliminate  the  disruptions  they  can  cause. 


,^s^,*&^'^s<2*<2><&<^'<Zs<Zs<Zs<£s* 


■\\  .r.,-.  .  ii.f.  Insurance,  P.O.  Box  7500,  Johnston,  Rhode  Island,  02919. 


eventually  culminate  in  a  presidential 
bid.  A  Vietnam  War  veteran  and  grad- 
uate of  Brandeis  University,  he  has 
ample  charisma  as  well  as  money. 
Now  running  the  company  is  middle 
brorher  Kim  Suk-joon,  42,  who 
worked  his  way  up  on  Ssangyong's 
construction  side.  Youngest  brother 
Milton  Kim,  34,  a  graduate  of  Brown 
University,  heads  Ssangyong  Invest- 
ment &  Securities  and  is  making 
waves  by  using  Wall  Street  tactics  to 
poach  competitors'  stars  while  sack- 
ing underperformers.  The  Kim  fami- 
ly's net  worth:  $1.3  billion.        -J.D. 

MALAYSIA 

Tiong  Hie w  King  and.  family 

Tiong  Hiew  King's  Sarawak-based 
company,  Rimbunan  Hijau  ("Forev- 
er Green"),  is  Malaysia's  largest  tim- 
ber outfit.  Its  holdings  include  some  3 
million  acres,  or  10%  of  Sarawak's 
total  land  area.  An  ethnic  Chinese, 
Tiong  owns  two  Chinese-language 
papers  and  two  English-language  pa- 
pers, as  well  as  timber  and  plywood 
operations  in  China,  New  Guinea  and 
New  Zealand.  His  five  brothers  help 
run  the  spread-out  empire  whose  as- 
sets make  the  family  worth  an  estimat- 
ed $2.5  billion.  -J.D. 

Taw  Teck  Seng  and  family 

Two  of  Malaysia's  lumber  barons, 
Yaw  Teck  Seng  and  his  son,  Yaw  Chee 
Ming,  control  $510  million  (sales) 
Samling  Corp.  Father  Yaw  started  the 
business  in  the  1960s,  when  he 
bought  three  small  timber  conces- 
sions. He  picked  up  more  concessions 
dirt  cheap  as  the  Japanese  abandoned 
Malaysia  for  supposedly  better  timber 
in  Indonesia.  In  1990  he  built  Sam- 
ling's  first  plywood  plant. 

Six  years  ago  the  older  Yaw  turned 
over  the  reins  to  his  son,  now  36.  The 
younger  Yaw  recalls  for  Forbes  what 
the  old  man  told  him:  "He  said,  'The 
faster  you  take  over  the  better.  If  you 
make  a  mistake,  I  can  still  help  you.'  " 

The  younger  Yaw  has  brought  in 
professional  managers,  Western  ac- 
counting systems  and  cost  controls, 
and  computerized  mapping  and 
monitoring  systems.  With  conces- 
sions in  Guyana  and  Cambodia,  Yaw 
Chee  Ming  soon  pk  is  to  export  ply- 
wood to  the  U.S.  N  :t  worth:  $1.6 
billion.  -J.D. 
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RIGHT: 

T.  Ananda 
Krishnan 
He's  behind 
Malaysia's  first 
satellite,  which 
will  offer  a  range 
of  services  start- 
ing next  year. 

BELOW: 

Tiong  Hiew  King 

Head  of 

Malaysia's 

biggest  timber 

empire. 


T.  Ananda  Krishnan 

Originally  from  Sri  Lanka,  Krishnan 
first  made  his  fortune  as  an  oil  trader, 
then  moved  into  gambling  and  tele- 
communications. To  help  supply  the 
programming  for  the  broadcast  ser- 
vices of  his  telecommunications  com- 
pany Binariang,  he  has  acquired  film 
studios  in  California  and  Manila.  Lo- 
cal analysts  point  out  that  Binariang 
will  help  market  Krishnan's  gambling 
and  lottery  operations. 

Krishnan,  57,  recently  acquired 
control  of  the  Selangor  Turf  Club,  a 
horse  racing  track  in  central  Kuala 
Lumpur  where  he  is  now  developing 
the  massive  Kuala  Lumpur  City  Cen- 
ter project.  At  1,485  feet,  the  center's 
twin  towers  will  be  the  world's  tallest 
buildings  when  completed  next  year. 
In  the  U.S.  Krishnan  owns  the  Voit 
Corp.  sporting  goods  company  and 


the  old  Beech-Nut  chewing  tobacco  i 
company.  He  is  currently  fighting  for 
control  of  Connecticut-based  Ameri- 
can Maize-Products,  a  corn  product 
and  tobacco  concern.  Net  worth: 
$1.4  billion.  -J.D. 

PHILIPPINES 

Andrew  Gotianun  Sr.  and  family 

After  the  1983  assassination  of  oppo- 
sition leader  Benigno  Aquino,  An- 
drew Gotianun  Sr.  sold  his  Philip- 
pines banking  businesses  for  $83  mil- 
lion and  left  with  his  family  in  1985. 
Returning  to  Manila  a  year  after  the 
fall  of  Ferdinand  Marcos  in  1986,  he 
made  huge  bets  on  real  estate.  Today 
his  98%-owned  Filinvest  Develop- 
ment Corp.  has  3,700  acres  of  proper- 
ty in  and  around  Manila  and  other 
cities;  property  intended  for  a  hotel  in 
Cebu,  the  Philippines'  second-largest 
city;  and  a  20%  interest  in  the  prized 
5 30- acre  Fort  Bonifacio  land  devel- 
opment project — billed  as  the  most 
important  real  estate  deal  ever  in  the 
Philippines.  Now  68,  Gotianun  is  an 
avid  golfer  who  tees  off  every  morning 
at  5:30.  With  the  success  of  President 
Fidel  Ramos'  economic  liberaliza- 
tion, local  property  prices  are  rising 
quickly  and  with  them  Gotianun's 
estimated  net  worth.  It's  now  $1.5 
billion.  -P.M. 

George  Ty  and  family 

George  Ty,  believed  to  be  in  his  early 
60s,  is  reclusive  and  lives  surrounded 
by  a  top  collection  of  Chinese  and 
Filipino  art.  Little  is  known  of  his  past 
except  that  he  arrived  in  Manila  from 
Hong  Kong,  went  for  a  time  to  col- 
lege, and  started  Metropolitan  Bank 
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" With  the  Optra  line,  Lexmark  has  exceeded 
HP  in  quality  and  value,  analysts  say"  — m  Mchan,  lan  Tim 


"Lexmark  is  giving  Hewlett-Packard  [Co.]  a  run  for  the  money  and  will  definitely  capture  some  more 
market  share  with  these  printers. " — Marco  Boer,  International  Data  Corp. 
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^►/V^  ^fetf       Add  in  the  stunning  quality  of  the  PostScript  1,200  dpi  prints  and  you 
^^^Vf^lV^V         have  an  all-around  office  workhorse  or  a  powerful  personal  printer" 
—PC  Magazine,  11122194. 
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PC  WORLD 


"Lexmark's  new  Optra  series  of  12  and  16  ppm  network  laser  printers  set 
new  standards  for  print  quality,  network  capabilities,  media  handling  and 
price/performance  and  represent  a  serious  attack  on  HP's  market  dominance 
in  network  printing." 
— John  Mclntyre,  BIS  Strategic  Decisions,  quoted  in  LAN  Times. 


Optra  R 
February  1995 


"The  1200  dpi  Lexmark  Optra  R  boasts  the  best  printing  this  side  of  typesetting 
with  true  grays,  flawless  hairlines,  and  crisp  reverse  type  right  down  to  4  points" 
— Eric  Knorr,  PC  World. 

"The  end  result  of  the  [industrial  design]  team's  work  is  arguably  the  best-looking 
laser  printer  in  the  industry. .  .from  a  feature  standpoint,  the  Optra  line  is 
unsurpassed. " — Charles  LeCompte,  The  Hard  Copy  Observer. 

"The  Optra  family  is  a  breakthrough.  Lexmark  has  not  only  introduced  new 


levels  of  resolution  at  a  remarkable  price — but 

Optra  Lx  ■>  r 

the  whole  Optra  package  is  a  remarkable  deal.  " 
— Angele  Boyd,  International  Data  Corp. 
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NetWare* 


For  more  information  about  the  award-winning  quality 
of  the  true  1200  dpi*  Optra"  laser  printer  family  by 
Lexmark,  call  1  800  891-0411,  ext.  321. 


Lexmark. 

Advancing  The  Art  Of  Pkin  i  inc; 


•1 200  dpi  requires  additional  memory  for  complex  files.  All  quotes  reproduced  with  the  permission  of  copyright  owners.  Lexmark  products  are  manufactured  under  the  ISO  9002  approved  quality  process 
HP  is  a  registered  trademark  of  Hewlett-Packard  Company.  PostScript  is  a  trademark  of  Adobe  Systems.  Inc.,  which  may  be  registered  in  certain  jurisdictions.  NetWare  is  a  registered  trademark  of  Novell. 
Inc.  Lexmark  and  Optra  are  trademarks  of  Lexmark  International.  Inc.  ©1995  Lexmark  International,  Inc. 
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Aii  Idea  Without  Mass  Production  Just  Wont  Float. 


At  Advanced  Micro  Devices,  we  champion  ideas  that  make  a  difference 


to  our  customers.  Ideas  we  will  have  plenty  of  capacity  to  produce  within 


our    worldwide    manufacturing    facilities.    This    year,    AMD    is    adding 


enormous   capacity   with  two   billion-dollar   mega-fabs,  one  producing  a 


new  generation  of   Microsoft  Windows'  compatible  microprocessors,  the 


other  producing  flash  memory  devices.  To  our  customers  in  the  personal 


computer  and  communications  industries,  that  means  clear  sailing  into 


the  future.  Backed  by  a  clear  vision  of  where  we're  headed  together: 


If  it's  a  good  idea.  If  it  makes  a  difference.  Run  with  it. 


AMD 

jRuii   -with    it. 


1-800-222-9323   Internet:  kttp:/4vwW.amd.com 


t-a  Micic  r\-M«*.  Inc.  VM»  -<  •■  mc  AMD  loflo  . 
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Andrew  Gotianun 
Sr.  (left),  with  Philip- 
pine President 
Fidel  Ramos 
(center) 
Entrenching 
himself  in 
the  Manila  real 
estate  market. 
In  a  big  way. 


&  Trust  Co.  in  the  1960s.  Commonly 
known  as  Metrobank,  the  bank  ca- 
tered to  the  ethnic  Chinese  commu- 
y  in  the  Philippines  and  is  now  the 
:ountry's  biggest  private  bank,  with 
>ver  $4.6  '  in  assets  and  279 

branches — every  one  of  them  deco- 
rated with  artworl  rat  Ty  chooses. 
Some  45  branches  .  planned  to 
open  this  year.  Metroi >a  nk  also  has 
offices  in  China,  Hong  Kong,  Guam, 
Taiwan,  Japan  and  the  U.S.  Ty's  65% 
in  publicly  traded  Metrobank  is  cur- 
rendy  worth  $i  I  billion.  He  also 
owns  30%  of  the  pri  .  ly  held  Toyota 
Motor  distributorship  »r  the  Philip- 
pines, real  estate,  etc.  -P.M. 
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George  Ty 
Likes  to  choose 
the  artwork  for  the 
branch  offices  of 
Metrobank,  now 
the  Philippines' 
largest  private 
bank. 


SINGAPORE 

Wee  Cho  Yaw 

Seated  among  his  collection  of  an- 
cient Chinese  artifacts,  United  Over- 
seas Bank  Chairman  Wee  Cho  Yaw, 
66,  explains  the  emergence  of  his 
family's  $1  billion  fortune  this  way: 
"In  banking  you  have  to  take  a  view, 
and  luckily  we  took  the  right  view." 

Started  by  Wee's  father  in  1935, 
United  Overseas  Bank's  growth  ac- 
celerated sharply  after  1959,  when 
Singapore's  autocratic  leader,  Lee 
Kuan  Yew,  decided  to  turn  the  city- 
state  into  Southeast  Asia's  financial 
hub.  Wee  Cho  Yaw  took  UOB  public 


in  1970  and  later  expanded  by  acquir- 
ing four  other  banks.  With  $38  billion 
in  assets,  UOB  now  has  offices  in  15 
countries,  from  New  York  City  to 
Myanmar  (Burma). 

All  told,  the  UOB  Group  is  a  collec- 
tion of  13  publicly  listed  companies, 
having  a  combined  market  capitaliza- 
tion of  some  $14  billion.  Wee  is  now 
expanding  United  Overseas  Bank 
into  Indochina,  including  Vietnam, 
and  China,  and  says  he  sees  big  oppor- 
tunities for  the  bank  in  investment 
banking,  particularly  in  underwriting 
initial  public  offerings  for  Asia's  flour- 
ishing small  businesses.  -P.M. 

THAILAND 

Chai judh  Karnasuta 
and  family 

In  1953  an  Italian  engineer  named 
Giorgio  Berlingieri  and  a  Thai-Chi- 
nese medical  doctor  named  Chaijudh 
Karnasuta  teamed  up  to  salvage  five 
ships  sunk  in  Bangkok's  Chao  Phraya 
River.  That  venture  led  them  into 
construction,  which  boomed  during 
the  Vietnam  War,  and  then  into  ho- 
tels, including  an  interest  in  Bang- 
kok's five -star  Oriental  Hotel. 

Berlingieri  died  in  1981.  Karnasu- 
ta's  Italian-Thai  Development  is  now 
Thailand's  largest  construction  firm. 
It  also  owns  14%  of  Thai  Telephone  & 


Chaijudh  Karnasuta 

From  a  salvaging  operation 

to  Thailand's  biggest  builder. 
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Templeton  Foreign  Fund 


Mark  Holowesko,  Director  of  Templeton  Global  Equity  Research 


Invest  In  International  Growth 
Before  It's  Grown, 


In  today's  global  economy,  many  investors  are 
recognizing-_-the  significant  opportunity  presented  by 
foreign  securities.  Consider  that  foreign  stock  markets 
have  outperformed  the  U.S.  stock  market  in  all  of  the 
past  20  years.* 

Since  1982,  the  Templeton  Foreign  Fund  has 
invested  in  securities  issued  by  companies  and  govern- 
ments outside  the  United  States.  The  fund  offers: 

♦  Long-term  capital  growth  potential 

♦  International  diversification 

♦  Professional  management 

For  over  50  years,  the  Templeton  organization  has 
been  an  acknowledged  leader  in  the  management  of 
international  equity  mutual  funds.tt 

Call  your  investment  representative  or  Templeton 
today  for  a  free  brochure. 


Foreign  investing  involves  special  risks  including  currency  fluctuations  and  politi- 
cal uncertainty. 

fSource:  Morgan  Stanley  Capital  International.  Based  upon  a  list  oj  22  countries  tracked  by 
MSCI  Country  Indexes  (Gross  Dividends  Reinvested),  1975-1994.  Past  performance  doe,  not 
guarantee  future  results. 

ffSource:  Strategic  Insight.  Franklin  Templeton  was  ranked  #  /  out  oj  50  U.S.  fund  managers  for 
market  share  in  the  international  equity  fund  category  for  the  quarter  ended  3/31/95. 
Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.    T2  12 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

tye<}/l  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Templeton  Foreign  Fund,  including  sales 
charges  and  expenses.  I  will  read  it  careful- 
ly before  I  invest  or  send  money. 

□    I  am  currently  a  Templeton  shareholder. 


Address 


City 

State/Zip 
Daytime  Phone 


FOB95 
T272 


Templeton 

■"-WORLDWIDE 


A  Member  of  the  $121  Billion  Franklin  Templeton  Group 


Telecommunication  (tt&t).  Chai- 
judh's  eldest  son,  Premchai,  runs 
things  day  to  day.  Last  year  the  Karna- 
sutas  took  the  company  public.  It's 
now  valued  at  $2.5  billion;  the  family 
owns  over  80%.  -J.D. 

Piya  Bhirombhakdi 
and  family 

The  Bhirombhakdis,  ethnic  Thais, 
were  granted  Thailand's  first  beer  li- 
cense, in  1933,  and  have  brewed  the 
number  one  Singha  label  ever  since. 

In  recent  years  Heineken  and 
Carlsberg  have  made  a  run  at  the  Thai 
market  but  won  only  a  combined  10% 
share.  Singha's  secret:  The  Bhiromb- 
hakdis have  distribution  locked  up 
through  about  1,000  exclusive  agents 
countrywide.  Their  company,  Boon 
Rawd  Brewery  Co.,  also  has  37%  of 
the  Thai  market  for  bottled  water  and 
over  90%  of  the  soda  water  market. 

Heineken  is  building  a  brewery  in 
Thailand.  "We  don't  worry  much," 
says  Boon  Bawd's  boss,  Piya  Bhi- 
rombhakdi, 53,  leader  of  the  family's 
third  generation.  Family  net  worth: 
$1.7  billion.  -J.D. 

Leophairatana  family 

"Most  people  thought  it  was  impossi- 
ble to  make  petrochemicals  in  Thai- 
land," says  Prachai  Leophairatana, 
whose  ethnic  Chinese  family  got  its 
start  in  rice  trading  and  chicken  pro- 
cessing   businesses    and    then    built 


Piya  Bhirombhakdi 

His  brewery  is  Thailand's  biggest. 
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Southeast  Asia's  first  petrochemical 
plant,  in  1982.  Their  Thai  Petro- 
chemical Industry  is  giving  Japanese 
petrochemical  firms  stiff  competition 
throughout  the  region.  The  family  is 
Thailand's  third-largest  cement  mak- 
er, and  has  investments  in  real  estate, 
insurance  and  finance.  Prachai  Leo- 
phairatana and  his  two  brothers  all 
hold  graduate  degrees  in  engineering 
from  leading  U.S.  schools.  Estimated 
family  ne  t  worth :  $  1 . 5  billion .   -J.D. 

Boonchai  Bencharongkul 
and  family 

One  of  Thailand's  two  new  telecom- 
munications barons  (the  third  is  Thak- 
sin Shinawatra — see  tables),  Boonchai 
Bencharongkul  has  close  ties  to  Motor- 
ola and  its  founding  Galvin  family.  His 
father  began  distributing  Motorola  ra- 
dios in  the  1960s  and  sent  Boonchai  to 
Northern  Illinois  University  and  to 
Motorola  University,  a  training  center 
for  Motorola  and  affiliates'  employees. 
When  he  and  his  siblings  Somchai  and 
Wanna  started  their  United  Communi- 
cation (ucom)  in  1980,  Motorola  was 
an  early  investor  and  scored  a  huge 
return  when  UCOM  went  public  last 
year.  When  Motorola  was  looking  for 
investors  in  its  Iridium  global  cellular 
project,  UCOM  signed  up  first.  It  got 
Iridium  rights  not  just  for  Thailand  but 
Malaysia,  Vietnam,  Singapore,  Cam- 
bodia and  Laos  as  well. 

Today  UCOM  operates  cellular 
systems  and  pagers.  The  family's 
ucom  interest  is  worth  about  $1.5 
billion;  and  they  have  large  hold- 
ings in  real  estate,  insurance,  cold 
storage  and  aviation  equipment. 
Boonchai,  41,  collects  exotic  cars 
and  art,  and  announced  plans  to 
enter  politics.  -J.D. 


Prachai 
Leophairatana 
His  family  built 
Southeast  Asia's 
First  petro- 
chemical plant. 


Boonchai 

Bencharongkul 

Motorola's 

Thailand 

connection. 


Adisai  Bodharamik 

Another  telecommunications  billion 
aire,  Adisai  Bodharamik,  55,  is  ar 
ethnic  Thai  with  a  Ph.D.  in  electrica 
engineering  from  the  University  o: 
Maryland  and  worked  for  Telephone 
Organization  of  Thailand.  In  197 J 
he  started  telecom  consulting  finr 
Jasmine,  then  helped  start  Thai  Tele 
phone  &  Telecommunication,  whicr 
holds  rights  to  install  1  million  new 
phone  lines  in  rural  Thailand.  Publicl) 
traded  Jasmine  and  TT&T  have  a  com 
bined  market  cap  of  $6.6  billion.  "We 
were  low  profile  in  the  beginning,  but 
we  can't  hide  ourselves  anymore,' 
says  Bodharamik,  whose  net  worth 
exceeds  $1.6  billion.  -J.D 

Anant  Asavabhokhin 

In  1965  the  Asavabhokhin  famil} 
founded  the  Mandarin  Hotel  Co.  tc 
build  and  operate  two  hotels  in  down 
town  Bangkok.  But  the  family  ha* 
made  most  of  its  $1.4  billion  fortune 
with  Land  &  Houses.  With  initial  help 
from  U.S.  developer  Kaufman  & 
Broad,  the  company  specializes  ir 
housing  developments  marketed  tc 
Thailand's  growing  middle  and  up- 
per-middle classes. 

Asavabhokhin,  45,  also  has  invest- 
ments in  construction  firm  Christian] 
&  Nielsen,  paintmaker  BPT  Indus- 
tries, resort  operator  First  Pacific 
Land,  real  estate  financier  Land  & 
House  Credit  and  general  financier 
Nithipat  Capital.  -J.D 
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Sure,  Ryder®  has  some  impres- 
sive clients.  But  it's  what  we've 
done  for  them  that's  really 
impressive. 

Ryder  provides  solutions 
that  help  control  costs  while 
improving  service  —  reducing 
inventories,  delivering  faster 
cycle  times,  opening  lucrative 
new  markets  and  insuring 
happier  customers. 

How  do  we  know?  We've 
helped  make  it  happen  for  some 
of  the  world's  most  successful 
companies.  We  can  help  make  it 
happen  for  you. 

We've  demonstrated  how  in 
our  brochure,  Ideas,  Opportunities 
and  Solutions.  Give  us  a  call.  It's 
yours  for  the  asking. 

Our  lines  are  open.  Your 
bottom  line  is  waiting. 


kWtIIittTT 


our  list  of  CUStom 
is  impressiv 


you  should  s 
what  we're  doing  for  their 


bottom  line. 


J? 


M.  Anthony  Burns 
CEO,  Ryder 


Speed  Products  to  Market 
Improve  Customer  Satisfaction 

Free  Working  Capital 

Reduce  Inventory  Investment 

Expand  Globally 

What  can  we  do  for  you? 

1   800    RYDER    OK 

Ext.  394 

Integrated  Logistics  From 

RYDER 


Kerry  Packer 

His  battle  with  Conrad  Black  for  control  of  Austra- 
lian newspaper  publisher  John  Fairfax  Holdings  got 
so  hot  that  Prime  Minister  Paul  Keating  had  to 
step  in  to  redefine  "control"  under  Australia's 
media  cross-ownership  laws.  Under  the  new  inter- 
pretation, Packer,  who  controls  broadcaster  Nine 
Network,  can't  own  more  than  20%  of  Fairfax. 


AUSTRALIA  Kerry  Packer  2.2  Media 

Cash-rich  Packer,  57,  consolidated  his  two  big  media  companies,  magazine  publisher  Australian  Consoli- 
dated Press  and  TV  operator  Nine  Network,  into  a  single  entity,  Publishing  and  Broadcasting,  to  facilitate 
acquisitions.  He  is  reportedly  eyeing  the  MGM  movie  studio. 

HONGKONG  Kwok  brothers  8.6  Real  estate 

British-educated  brothers— Walter,  44,  Thomas,  43,  and  Raymond,  42— run  Sun  Hung  Kai  Properties, 
regarded  as  colony's  best-managed  real  estate  firm.  Despite  slump  that  drove  property  prices  down  over 
20%  last  year,  profits  at  Sun  Hung  Kai  were  up  32%,  to  $1.3  billion. 

Lee  Shau  Kee  6.5  Real  estate 

Started  out  in  property  development  with  Kwok  Tak-seng,  father  of  Kwok  brothers  (which  see).  Now  owns 
68%  of  Henderson  Land  Development  Co.,  with  big  Hong  Kong  land  bank.  Henderson  plans  $1.3  billion  of 
China  projects  (power  plants,  toll  roads,  telecommunications,  etc.). 

Li  Ka-shing  and  family  5.9  Diversified 

In  widely  publicized  move,  "Superman"— known  for  astute  management  of  far-flung  empire  as  well  as 
finesse  in  relations  with  the  Chinese— recently  consolidated  personal  assets  into  a  single  trust  and  moved  it 
out  of  Hong  Kong,  possibly  for  reasons  of  estate  planning. 

Michael  Kadoorie  and  family  4.0  Utilities,  hotels 

Patriarch  Lord  Lawrence  Kadoorie  (d.  1993)  has  been  rejoined  by  brother  Sir  Horace,  a  major  philanthro- 
pist, who  died  in  April  at  92.  Lawrence's  only  son,  Michael,  54,  now  runs  empire  that  includes  33%  of  China 
Light  &  Power  and  59%  of  Hongkong  and  Shanghai  Hotels. 

Teng  Fong  and  Robert  Ng  3.5  Real  estate 

In  Singapore,  Teng  Fong  Ng,  66,  has  private  Far  East  Organization,  one  of  island's  biggest  developers.  In 
Hong  Kong,  son  Robert,  43,  runs  two  interconnected,  publicly  traded  companies:  Tsim  Sha  Tsui  Properties 
and  Sinoland  (combined  market  value,  $2.7  billion). 

Peter  Woo  and  family  2.7  Diversified 

Stepped  down  as  head  of  Wheelock  &  Co.,  with  interests  in  hotels,  cable  TV,  retail,  etc.  One  reason  is  to 
make  way  for  more  Western-style  management,  but  some  observers  see  Woo,  49,  angling  for  top  post,  to  be 
known  as  chief  executive  of  Hong  Kong,  after  1997  Chinese  takeover. 

Cheng  Yu-tung  and  family  2.5  Real  estate 

Expanding  into  telecommunications  in  colony  with  startup  New  World  Telephone.  Son  Henry,  48,  who 
manages  property  company  New  World  Development,  is  backing  Donald  Trump's  new  residential 
development  project  on  Manhattan's  Upper  West  Side. 

Stanley  Ho  2.3  Casinos,  hotels,  transportation 

Plans  to  retire  when  monopoly  over  casino  gambling  in  Macau  ends  Dec.  31,  2001— two  years  after 
Portugal  hands  back  tiny  enclave  to  China.  Now  73,  he  also  controls  many  other  Macau  assets,  including 
ferry  services,  docking  terminal,  hotels  and  a  bridge. 
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PRESTIGE*   HOMEOWNERS   INSURANCE.  DESIGNED   FOR   ACHIEVERS. 

For  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund. 

©1995.  Fireman's  Fund  Insurance  Co.,  Novate  CA 
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H0NGK0N6  Swire  brothers  1.7  Diversified 

U.K.  residents,  Sir  Adrian,  63,  and  Sir  John,  68,  control  Hong  Kong-based  Swire  Pacific,  with  interests 
ranging  from  insurance  to  soft  drinks.  Its  Hong  Kong-based  Dragon  Airlines  is  making  inroads  into  the 
fast-growing  China  market. 

Hon  Chiu  Lee  and  family  1.4  Real  estate 

Lee,  66,  with  degrees  from  MIT  and  Stanford,  worked  at  Westinghouse  and  then  RCA  before  returning  to 
Hong  Kong  to  help  oversee  family's  property  development  business.  Hysan  Development  Co.  now  has  a 
market  value  of  around  $2.4  billion. 

Gordon  Wu  and  family  1.2  Infrastructure 

Son  of  a  taxi  driver  who  graduated  from  Princeton  and  became  Asia's  top  infrastructure  player.  Controls 
construction  company  Hopewell  Holdings  and  power  plant  offshoot  CEPA  (Consolidated  Electric  Power 
Asia).  Claims  to  have  over  $20  billion  of  power  projects  in  pipeline. 

Lo  Ying  Shek  and  family  1.1  Real  estate 

Born  in  China,  grew  up  in  Thailand  and  moved  to  Hong  Kong  in  1930s.  Established  trading  business  but 
soon  moved  into  real  estate  through  his  Great  Eagle  Co.,  now  publicly  traded.  One  of  his  sons,  Cornell 
Medical  School-educated  Dr.  K.S.  Lo,  runs  day-to-day  operations. 


Li  Ka-shing 
This  summer,  Li  is 
expected  to  tender  a  bid 
for  the  Tamar  Basin  site  in 
Hong  Kong.  One  of  the  last 
undeveloped  waterfront 
locations  in  the  center  of 
Hong  Kong,  it  should  fetch  a 
record  price  for  a  single 
land  parcel  in  the  colony. 
The  winning  bid  may  well 
top  $600  million. 


INDIA 


INDONESIA 


Birla  family  2.0  Diversified 

Interests  ranging  from  aluminum  and  autos  to  cement,  textiles  and  publishing.  Aditya  Birla,  51-year-old 
MIT  grad  and  family's  most  influential  member,  controls  aluminum  maker  Hindalco  and  fiber  maker 
Grasim  Industries  in  India  (combined  sales,  $1.0  billion). 

Ambani  family  1.2  Textiles,  energy 

Controls  India's  largest  private  sector  company,  Reliance  Industries,  which  produces  petrochemicals 
and  textiles.  Expanding  into  oil  and  gas  exploration  (via  a  joint  venture  with  Enron  Corp.  of  Houston)  and 
telecommunications. 

Liem  Sioe  Liong  and  family  4.6  Diversified 

Uncle  Liem's  Salim  Group  is  key  nexus  in  overseas  Chinese  Bamboo  Network,  a  global  assemblage  of 
joint  ventures  and  other  business  relationships  that  includes  many  Asians  on  this  list.  Crown  jewels  are 
Indocementand  Indofood  (combined  market  capitalization,  $7.5  billion). 

Eka  Tjipta  Widjaja  and  family  3.7  Diversified 

Sinar  Mas  Group,  headed  by  Eka,  72,  recently  raised  $294  million  by  listing  13.5%  of  its  Asia  Pulp  & 
Paper  on  the  New  York  Stock  Exchange.  The  Widjajas  own  the  rest,  a  stake  recently  worth  some  $2 
billion. 
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i^   The  10.4"  color  active 
matrix  screen  with  Indeo™ 
video  displays  stunningly 
realistic  images  and  smoother  video  playback. 


I    Choose  between  a  robust 
810  Million  Byte  (=  772MB) 
or  520  Million  Byte  (=  500MB)  hard  disk  drive 
configuration  for  storing  large  multimedia  files. 


Type  II  and  Type  III  PCMCIA 
slots  provides  connection 
to  your  LAN,  fax/modem 
and  much  more. 


^ 


Integrated  .WAV  Audio 
,V.V.    and  MIDI  pump  out  clear 
and  powerful  sound  effects, 
music  and  dialogue. 


Take  Multimedia  Into 
New  Dimensions. 


ANNOUNCING  THE  HIGH-PERFORMANCE  T4850CT.  Now  you  can  create  dazzling  multimedia 
presentations  on  a  large  10.4"  display,  with  the  excitement  of  Indeo™  video  and  the  richness  of 
integrated  .WAV  and  MIDI  Audio.  The  new  T4850CT  lets  you  put  the  show  and  the  audience  in 

jjjSJ  the  palm  of  your  hand.  For  your  nearest  Toshiba  dealer,  call  1-800-457-7777. 


T4850CT  FEATURES: 

•  VL  local-bus  video 

•  3.5"  1 .44MB  floppy  disk  drive 

m 

•  75MH:  IntelDX4™,  3.3  volt  processor,  16KB  cache 

•  Integrated  graphics  accelerator 

•  Ballpoint"  Mouse  with  QuickPort™ 

^T  i  ^ 

•  10.4"  dia.  color  SVGA  TFT-LCD 

•  65,536  (64K)  simultaneous  colors 

•  Pre-installed  software:  DOS*  Windows 

>?7*ti>l  ^ 

k                  MICROSOFT- 

active  matrix  display 

•.WAV  Audio  and  MIDI  sound 

for  workgroups™  Windows  Sound  System™ 

MnKide 

1                 WINDOWS.. 

1                      RLAWTO-RUN 

•  810  Million  Byte  (=  772MB)  HDD  or 

•  Audio  jacks:  headphone,  built-in 

Run  Time  Video  for  Windows™  Indeo™ 

520  Million  Byte  (=  500MB)  HDD 

speakers  and  microphone 

video  and  Fn-esse™  software 

VjHW 

y%$£[ 

*  8MB  RAM  expandable  to  24MB 

•6.9  lbs. 

•  Toll-free  Technical  Support  - 

•  Two  PCMCIA  slots  (16mm  and  5mm) 

•  NiMH  battery  for  extended  life 

7  days  a  week/24  hours  a  day 

I 
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In  Touch  with  Tomorrow 

TOSHIBA 


)  1994  Toshiba  America  Information  Systems,  Inc.  All  products  indicaced  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies. 
Trie  Intel  Inside  and  Indeo  video  logos  are  trademarks  of  Intel  Corporation. 
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"We  Citibank  Private  Bank" is  u. 


Citiba/ik  N.A..  and  certain  bank  arxLaeniank-affiliates  ©  1995  Citibank.  N.A  Citibank  is  a  member  of  SFA  and IMRO. 


a  member  ot  bhA  and  IMHU. 


Or  you  could  just  talk  to 
your  private  banker. 

Your  Citibank  Private  Banker  is  committed  to  thoroughly  understanding  your 
family's  needs  and  aspirations.  And  only  your  Citibank  Private  Banker  can  draw 
on  an  incomparable  combination  of  resources— the  expertise  and  unmatched  presence 
of  the  world's  most  global  bank— to  help  you  achieve  them.  Through  your  relation- 
ship with  your  Private  Banker,  you  have  access  to  real  estate  advisory  specialists 
around  the  world.  With  their  understanding  of  local  customs  and  regulations,  they 
can  help  you  locate,  negotiate  and  fi nance  a  commercial  or  personal  purchase.  Also, 
Citibank  foreign  exchange  specialists  who  trade  in  over  140  currencies  are  available  to 
help  you  make  your  purchase  and  manage  cross-currency  risk.  To  further  explore  the 
rewards  of  a  relationship  with  The  Citibank  Private  Bank,  please  call  212-559-1111. 

THE  CITIBANK  PRIVATE  BANK 


CITIBAN<& 


ASIA 


Estimated 

net  worth 

($bil) 


INDONESIA  Wonowidjojo  family  3.0  Tobacco 

Indonesians  love  clove  kretek  cigarettes— a  fact  that  has  helped  add  over  $1  billion  to  the  Wonowidjojos' 
fortune  in  just  the  last  year.  Their  Gudang  Garam,  which  claims  47%  of  the  clove  cigarette  market,  has 
seen  its  share  price  soar  109%  since  last  June. 

Prajogo  Pangestu  2.0  Lumber 

Prajogo,  with  Liem  (which  seejand  one  of  Indonesian  President  Suharto's  sons,  has  listed  Tri  Polyta 
Indonesia,  a  chemical  concern,  on  the  New  York  Stock  Exchange.  Meanwhile,  his  Barito  Pacific  group  is 
suffering  from  weaker  demand  for  plywood  and  higher  production  costs. 

Djuhar  Sutanto  and  family  1.8  Diversified 

Liem  Sioe  Liong's  very  silent  partner,  who  is  believed  to  control  some  20%  of  the  Salim  Group.  (See 
above.) 

Putera  Sampoerna  and  family  1.7  Tobacco 

Transformed  family's  Dji  Sam  Soe  brand  of  clove  kretek  cigarettes  to  create  a  market  for  a  luxury  smoke 
with  an  elite  image.  Recently  introduced  Indonesia's  first  light  kretek  cigarette.  (See  above.) 

Sjamsul  Nursalim  and  family  1.3  Industry,  banking 

His  Gajah  Tunggal  Group  (literally  meaning  supreme  elephant)  includes  Indonesia's  largest  tire 
manufacturer.  Also  largest  shareholder  in  Bank  Dagang  Nasional  Indonesia  (BDNI),  Indonesia's  oldest 
private  bank.  (See  above.) 

Sukanto  Tanoto  and  family  1.1  Paper 

Pulp  and  paper  magnate  who  recently  listed  Asia  Pacific  Resources  International  Holdings,  of  which  he 
owns  at  least  60%,  on  the  New  York  Stock  Exchange.  (See  above.) 

Mochtar  Riady  and  family  1.1  Real  estate,  financial  services 

Founder  of  the  Lippo  Group,  with  interests  in  banking,  real  estate  and  insurance.  (See  above.) 


R.  Budi  Hartono  and  family  1.0  Tobacco 

Owners  of  privately  held  Djarum,  Indonesia's  number  two  maker  of  clove  kretek  cigarettes.  (See above.) 


LEFT: 

Prajogo  Pangestu 
Investors  are  getting  rest- 
less. Prajogo-controlled 
Barito  Pacific  Timber  has 
seen  its  stock  fall  by  about 
40%  in  the  last  year. 

RIGHT: 

Liem  Sioe  Liong 
His  asset-shuffling  has 
been  known  to  raise  eye- 
brows. The  recent  transfer 
of  a  flour  operation  between 
two  public  firms  controlled 
by  Liem  was  no  exception. 
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Don't  you  wish 

we  could  just  do  this  to  CFCs 


In  a  way  we  can— 
if  we  cool  our  buildings  with 
natural  gas. 

Natural  gas  absorption 
cooling  equipment  cools  with 
water,  rather  than  with  CFCs, 
which  deplete  the  ozone  layer. 

It  also  has  fewer  moving 
parts  than  conventional  cooling 
systems,  which  means  mainte- 
nance costs  are  lower. 

And,  because  it  costs 
much  less  to  operate,  it  cuts  the 
energy  costs  of  cooling— by 
up  to  50%. 

There's  another  big  benefit, 
too.  It  saves  electricity  during 
the  heat  of  the  summer,  when 
demand  is  at  its  highest. 

As  a  result,  we  can  help 
our  cities  avoid  brownouts. 
And  help  reduce  the  need  for 
power  plants.  Best  of  all,  we 
can  help  America  balance  the 
use  of  its  energy  resources. 

No  doubt  about  it,  natural 
gas  is  a  high-tech,  low-cost 
way  to  keep  cool  without 
CFCs. 

It's  a  cool  way  to  help  save 
our  ozone  layer,  too. 


vl J 


Clean,  economical  natural  gas.  Think  what  we'll  save. 


ASIA 


JAPAN 


Yoshiaki  Tsutsumi  9.0  Real  estate 

To  maintain  profitability,  debt-heavy  Seibu  Railway  has  been  selling  land  for  one-time  gains.  Tsutsumi 
controls  the  railroad  and  property  concern— and  much  else— through  holding  company  in  which  he 
has  visible  40%  stake.  If  he  owns  the  rest,  he  is  world's  richest  individual. 

Minoru  and  Akira  Mori  and  family  6.5  Real  estate 

Recurring  profits  at  the  Mori  Group,  a  big  owner  of  Tokyo  office  space,  were  down  14%  in  1994,  versus  a 
45%  drop  in  1993.  Minoru,  60,  says  rents  for  large,  modernized  buildings  have  hit  bottom.  Meantime, 
he  and  brother  Akira,  58,  are  investing  in  office  projects  in  China. 

Yasuo  Takei  and  family  4.4  Consumer  finance 

Yasuo,  65,  founded  Takefuji  to  exploit  lack  of  consumer  finance  in  Japan;  in  the  1970s  annual  interest 
rates  ran  as  high  as  109.5%.  But  times  have  changed,  and  Takefuji,  which  intends  to  go  public  in  1996, 
now  wants  to  be  known  as  The  Citizens'  Bank. 

Masatoshi  Ito  and  family  3.8  Retailing 

Ito-Yokado,  the  parent  of  the  7-Eleven  convenience  store  chain  in  Japan,  rescued  Southland  Corp., 
operator  of  7-Eleven  in  the  U.S.,  from  bankruptcy  in  1991.  Southland  last  year  earned  profit  of  $92 
million. 
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Robert  Ng  and 
Teng  Fong  (right) 
This  father-son 
team  is  sitting  pat  on 
land  near  Hong 
Kong's  Kai  Tak  airport. 
By  the  end  of  the  de- 
cade, when  the  new  is- 
land airport  opens, 
Kai  Tak  will  be  phased 
out  and  height  re- 
strictions on  sur- 
rounding buildings 
will  end— paving  the 
way  for  major  new 
developments. 


ommai 
I  tediKi 
essnaC 
earjet  3 
bwker 
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Iwasaki  family  3.5  Real  estate,  hotels 

A  rising  yen  lures  Japanese  vacationers  abroad— bad  news  for  Iwasaki  Sangyo,  which  owns  hotels  and 
resorts  in  remote  areas  that  require  most  visitors  to  take  domestic  flights.  Undaunted,  the  company  will 
open  a  new  resort  on  rustic  Yakushima  Island  in  October. 

Akihiko  Otsuka  and  family  3.0  Pharmaceuticals,  health  drinks 

Has  led  family's  namesake  pharmaceutical  group  to  leading  position  in  market  for  nutritional  beverages. 
Top  sellers  are  Pocari,  a  Gatorade-style  drink  for  athletic  types,  and  Oronamin-C,  laden  with  vitamin  C  and 
amino  acids.  Combined  sales:  $2.7  billion. 

Eitaro  Itoyama  2.9  Golf  courses,  resorts 

An  independent  member  of  Japan's  House  of  Representatives,  Itoyama— like  many  other  Japanese 
politicians  these  days— advocates  measures  to  combat  the  high  yen  and  asset  deflation.  His  Shin  Nihon 
Kanko  Kogyo  owns  and  manages  golf  courses  and  resorts  in  Japan. 

Rinji  Shino  2.5  Real  estate 

Shino,  86,  is  a  Francophile  with  big  property  holdings  outside  of  Paris.  But  sluggish  economy  at  home  has 
halted  work  on  an  Eiffel  Tower-like  structure  in  Osaka.  His  two  sons  oversee  prized  Sennan  Country  Club 
and  Meiko  Group,  nerve  center  of  family  real  estate  empire. 
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You  Don't  Have  To  Be  A  Fortune  500  Company  To 
Afford  The  Benefits  Of  Aircraft  Ownership 


Approximately  80%  of  domestic  general  aviation  business  flights  are  less  than  500 
niles,  carrying  fewer  than  four  people. 

The  Commander  114B,  with  a  range  of  more  than  800  miles,  can  transport  four  people 
uxuriously  at  a  fraction  of  the  acquisition  and  operating  costs  of  other  corporate  aircraft  and 
nore  efficiently  than  the  overburdened  hub  and  spoke  commercial  airline  system. 


Estimated 


Estimated  Aircraft 

Operating  Cost 

Acquisition  Cost 

Per  Hour 

Zommander  114B 

$    348,500 

$      54 

3eech  King  Air,  B-200 

$3,714,475 

$    452 

Cessna  Citation  Bravo 

$4,395,000 

$    757 

^earjet  35A 

$5,247,200 

$    865 

Hawker  800 

$9,950,000 

$1,013 

The  Commander 

Advantage 
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Ownership  of  a  Commander  114B  can  save  you  time  and  money,  enhance  productivity, 
competitive  edge,  convenience  and  corporate  image,  as  well  as  provide  tax  benefits. 

You  don't  have  to  be  a  pilot  or  have  your  own  flight  department 

Commander  Aircraft  Company,  together  with  our  worldwide  network  of  Authorized 
Sales  and  Service  Representatives,  will  establish  a  turnkey  aircraft  ownership  program  for 
you:  financing,  insurance,  service  and  support,  hangar /storage,  flight  instruction,  and 
arranging  to  have  a  professional  pilot  on  call  as  needed  to  meet  your  transportation  needs. 


Commander 


AIRCRAFT    COMPANY 

FOR  MORE  INFORMATION  CONTACT: 

COMMANDER  AIRCRAFT  COMPANY,  7200  NORTHWEST  63RD  STREET,  BETHANY,  OKLAHOMA  73008 

TELEPHONE:  (405)495-8080  FACSIMILE:  (405)495-8383 


It  is  a  dream  harbored  by  many 
Americans.  To  live  a  creative 
existence  in  a  business  of  their 
own.  And  it's  a  dream  played  out 
every  day  by  printmaker  Vickie 
Trotter,  a  Kansas  City-based  artist 
whose  work  is  prized  by  collectors 
worldwide. 

Trotter,  a  former  art  teacher,  began 
her  printmaking  business  in  1975, 
five  years  out  of  art  school  and  in 
search  of  a  new  medium  to  expand 
her  creative  horizons.  A  friend  and 
mentor  urged  her  to  buy  an  elabo- 
rate 1,600  lb.  etching  press.  Trotter 
installed  the  press  in  her  basement 
and  began  schooling  herself  in 
relief  and  intaglio  processes,  incuding 
etching,  embossing  and  calligraphy 
—  all  derivations  of  the  ancient  art 
of  printmaking. 

Today,  Trotter  works  five  days  a 
week  from  an  in-home  studio  that 
overlooks  backyard  flower  gardens. 
Her  prints  have  appeared  in  galleries 
and  shows  throughout  North  America 
and  England,  and  collectors  world- 
wide own  her  art. 

A  Creative  Solution 

It's  a  lot  of  work  for  a  sole  pro- 
prietor. But  helping  her  along  the 
way  is  her  1993  Ford  Explorer. 
Trotter  bought  the  vehicle  after  out- 
growing a  station  wagon.  "I  needed 
a  vehicle  that  better  matched  my 
work  and  my  lifestyle,"  says  Trotter. 
"My  husband  and  I  did  a  lot  of 
research  and  felt  that  the  Explorer 
was  the  top  vehicle  in  its  class." 

Most  important  to  Trotter  is  the 
storage  space  that  the  Explorer 
offers.  Her  glass-framed  prints 
must  be  transported  while  lying 
flat  between  sheets  of  foam. 
Her  Explorer's  81.6  cubic 
feet  of  cargo  space 
(with  rear  seat  down) 
provide  plenty  of 
room  for  the  job. 
And  because  the 
spare  tire  is  stowed 
underneath  the  vehicle 
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Vickie  Trotter 

Printmaker 


instead  of  inside,  even  the  largesi 
of  her  prints  can  be  easily  slid  int 
its  rear  compartment.  According 
Trotter,  "It's  been  a  real  lifesaver 
when  the  time  comes  to  move 
prints  to  galleries  or  shows." 

Unlike  commercial  printmaking 
which  produces  art  en  masse, 
Trotter's  craft  is  more  loving  and 
laborious.  A  single  etching  can 
take  a  month  to  create  using  zinc 
plates  and  acid  baths  to  capture 
an  image.  Once  a  plate  is  made, 
Trotter  hand-cranks  cotton  fiber 
paper  through  the  huge  steel 
cylinders  of  her  press.  The  resultl 
is  starkly  striking  images,  akin  to 
the  simplicity  of  haiku. 

The  Fine  Art  of  the  GetawaJ 

"It's  immensely  satisfying  to  s< 
the  pleasure  that  my  work  has 
brought  to  others,"  says  Trotter. 
And  her  Ford  Explorer  makes  her 
world  that  much  more  enjoyable. 
"We  bought  the  Explorer  primarily 
for  my  work.  But  it  has  become  ot 
getaway  vehicle  for  vacations  and 
weekend  trips."  Trotter,  her  hush 
and  two  children  regularly  take  th] 
Explorer  on  family  skiing  vacatio 
in  Colorado.  "In  the  summers,  tf 
Explorer  has  taken  us  to  places  in 
the  Rocky  Mountains  we  never  cou 
have  experienced  without  it."  An 
all  year  round,  Trotter's  son  uses 
the  Explorer  to  move  equipment 
for  a  rock  band  in  which  he  plays 
But  versatility  and  value  come 
as  no"  surprise  to  those  who  alreac 
own  a  Ford  Explorer.  As  America 
top  selling  4-wheel  drive,  compaa 
sport  utility  vehicle,  the  Ford 
Explorer  offers  the  right  mix 
of  dependability,  luxury  and 
comfort  that  entrepreneurs 
want  in  a  vehicle. 

So  in  the  case  of  Vicki 

Trotter,  art  is  enmeshed  wii 

reality,  when  it's  moved  wi 

the  practical  relia 

bility  of  her 

Ford  Explorer. 
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See  How  The  Other  Three  Quarters  Lives. 

The  New  Ford  Explorer.  Proud  Sponsor  Of  Ocean  Planet. 
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JAPAN  Masakuni  Osano  and  family  2.4  Real  estate,  hotels,  transportation 

The  Osanos'  Kokusai  Kogyo  had  operating  iosses  last  year  as  a  sluggish  economy  reduced  sales  in  most  of 
its  major  divisions.  Founder  Kenji  Osano  died  in  1986.  Now  brother  Masakuni,  who  has  run  the  company 
since  1982,  is  concentrating  on  rebuilding  its  aging  resort  facilities. 

Keizo  Saji  and  family  2.4  Food,  beverages 

There's  no  fizz  in  the  Japanese  economy  these  days,  but  the  Sajis'  food  and  beverage  company,  Suntory,  is 
getting  a  lift  from  HOPS,  a  popular  new  effervescent  beer  that  carries  a  lower  tax  rate  due  to  its  low  malt 
content.  Keizo,  75,  is  chairman. 

Masahiro  Ohga  and  family  2.2  Publishing 

Grandson  of  founder  runs  $3. 1  billion  (sales)  Hitotsubashi  Group,  consisting  mainly  of  publishers 
Shueisha  and  Shogakukan,  which  produce  textbooks,  dictionaries,  comic  books,  etc.  Shueisha's  comic 
Shonen  Jump,  a  favorite  among  young  boys,  sells  6.4  million  copies  weekly. 

Kinoshita  family  2.2  Consumer  finance 

Acorn— 54%  owned  by  the  Kinoshitas— is  Japan's  second-largest  consumer  finance  company,  after 
Takefuji  (see  Yasuo  Takei).  Now  diversifying  into  rental  of  furniture,  videos,  bridal  goods  and  the  like. 
Market  capitalization:  $4  billion. 

Hisakichi  Yamaguchi  2.2  Packaging 

Even  before  the  yen's  recent  surge  in  value  against  the  dollar,  profits  at  Daiwa  Can,  majority-owned  by 
Yamaguchi,  were  under  severe  pressure.  The  rub:  Imports  of  cheaper  soft  drinks  and  beer  are  up,  while 
domestic  breweries  are  demanding— and  receiving— price  cuts. 

Ryoichi  Jinnai  and  family  2.0  Consumer  finance 

Promise,  the  consumer  finance  company  founded  by  Jinnai,  68,  has  opened  an  outdoor  leisure  goods 
store  in  Yokohama,  and  is  venturing  into  video  rental.  In  Taiwan,  in  anticipation  of  the  consumer  loan 
business  being  deregulated,  it  is  buiiding  an  auto  finance  operation. 

Ken  Hayashibara  2.0  Maltose,  real  estate 

Hayashibara  Group  started  as  malt  syrup  business  in  1883.  Ken  Hayashibara,  53,  developed  maltose,  the 
basic  ingredient  of  sugar  intravenous  drip.  Now  active  in  food  production,  life  sciences  and  biotechnology, 
with  valuable  real  estate  west  of  Osaka. 

Kunio  Busujima  1.9  Pachinko  machines 

Founder  and  president  of  Sankyo,  the  leading  manufacturer  of  pachinko  machines,  Japan's  equivalent  of 
pinball.  Its  share  price,  down  about  50%  since  May  1994,  has  been  hit  by  a  regulatory  crackdown,  which 
has  slowed  sales  growth. 

Masayoshi  Son  1.9  Software,  publishing,  trade  shows 

Built  Softbank  Corp.,  Japan's  leading  software  distributor  and  a  major  publisher  of  computer  magazines. 
Last  year  he  bought  the  computer  trade-show  division  of  Ziff-Davis  for  $200  million,  and  this  year  paid  $800 
million  for  the  Comdex  electronics  show.  (See  above.) 

Toyoda  family  1.9  Toyota 

Tatsuro  Toyoda,  hospitalized  with  hypertension,  is  expected  to  return  to  Toyota  Motor  later  this  summer. 
Despite  an  anticipated  21%  rise  in  overseas  production  this  year,  Toyota,  citing  a  strong  yen,  sees  only  a 
slight  rise  in  overall  production,  to  4.7  million  vehicles. 

Goroemon  Yoshimoto  and  family  1.8  Real  estate 

Osaka  land  prices  are  way  down.  But  73-year-old  Yoshimoto,  whose  family  has  owned  prime  Osaka  land  for 
generations,  can  rest  assured  knowing  that  his  most  important  parcel,  75,350  square  feet  occupied  by  the 
Osaka  Hilton,  is  still  worth  some  $800  million. 

Takei  family  1.8  Hotels,  real  estate 

After  serving  tim,  or  taxfraud,  Hirotomo  Takei  is  leaving  management  of  Chisan  Group  to  sons  Hiroshi,  50, 
and  Hiroyasu,  44.  ^spite  weakness  in  hotel  sector,  Chisan  managed  to  achieve  sales  of  $527  million  in 
1994,  up  slightly  fro,     he  prior  year. 
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Schwab's  Research  On  Request 

Helps  You  Make 

Smarter  Stock  Decisions. 


Get  unbiased  company  research  reports  on  thousands  of  stocks. 


At  Charles  Schwab,  we  know  how 
important  it  is  for  investors  to  have  the 
necessary  information  to  make  more 
informed  decisions.  This  is  particularly 
true  when  it  comes  to  selecting  stocks. 
That's  why  we  offer  Research  On 
Request — unbiased,  in-depth  research 
from  independent  Wall  Street  sources 
such  as  Standard  &  Poors  and  First 
Call.  With  Research  On  Request  you 
can  take  advantage  of  the  same  invest- 
ment information  used  by  professional 
portfolio  managers,  traders  and  ana- 
lysts. Each  Research  On  Request  com- 
pany report  includes  the  following: 


Stock  Reports.  These  valuable  two-page  reports  give  company  background  information  and 
financial  data  on  over  4,400  companies  and  are  respected  for  their  objective  analysis  and  breadth 
of  coverage. 
Earnings  Estimates.  Updated  every  day,  these  reports  show  what  professional 
analysts  think  a  specific  company  will  earn  in  the  current  quarter,  current  year 
and  following  year. 
Historical  Price  Charts.  Current  as  of  the  previous  day, 

these  five-year  price  charts  are  available  on  over  10,000  -^Q 

securities,  including  common  and  preferred  stocks,  /£,  jQ/j 

warrants,  rights,  mutual  funds  and  over  700  indices.  ^^St 

"  Industry  Reports. 
Available  on  80  different  industries, 
these  two-page  reports  include  an  evaluation  of 


an  industry's  near  and  long-term  investment  out- 
look, as  well  as  a  statistical  comparison  of  the 
leading  firms  in  each  industry. 
News  Stories.  Each  report  gives  chronological 
information  on  the  events  that  may  have  affected 
the  price  of  the  selected  stock.  Updated  daily, 


Get  5  company 

research  reports  at  M 

no  cost  between 

5/5/95-8/31/95  when 

you  biing  $20,000  in  new  assets 

or  make  3  additional  stock,  bond  or  option 

trades  by  11/30/95.  For  more  details,  visit  the 

Schwab  office  nearest  you  or  call: 

1-800-540-7231  Ext.  26E 


news  stories  are  available  on  7,000  companies. 
Sign  Up  Today.  If  you'd  like  to  make  more  informed  stock  decisions,  take  advantage  of  these 
valuable  reports  today  To  qualify  for  and  learn  how  to  order  Research  On  Request,  visit  or  call  one 
of  the  more  than  200  Schwab  offices  nationwide. 

Charles  Schwab 

Helping  investors  Help  Themselves® 

©1995  Charles  Schwa  [n<    All  rights  reserved.  Member  S1PC/NYSE.  (6/95) 
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Can  you  find  American  Standard  in  this  picture?  (Hint  Down  the  hall,  2nd  door  on  the  right 


YOU  KNEW  WE  WERE  INTO 
PLUMBING,  BUT  HERE  ARE  SOME 
THINCS  YOU  MAY  NOT  KNOW: 


WE  MAKE  MORE  PLUMBING  PRODUCTS 
IN  CHINA  THAN  ANY  FOREIGN 
PRODUCER.  The  standard  of  living 
in  China  continues  to  improve 
dramatically.  With  seven  plants  under 
way,  we're  making  the  most  of  this 
opportunity.  We're  also  the  largest 
producer  of  plumbing  products  in 
the  world.  We  invented  ceramic  discs 
guaranteed  for  life  not  to  drip,  and 
Americast®  fixtures  that  are  half  the 
weight  of  cast  iron,  and  just  as  strong. 


WE  MAKE  ANTI-LOCK  BRAKING 
SYSTEMS  (ABS)  FOR  TRUCKS,  BUSES 
AND  TRAILERS.  ABS  braking  systems 
developed  by  our  WABCO  subsidiary 
are  on  half  the  heavy  commercial 
vehicles  now  built  in  Europe. 


WE  MAKE  HALF  OF  THE  LARGE 
CHILLERS  COOLING  COMMERCIAL 
BUILDINGS  IN  NORTH  AMERICA. 
OurTrane  division  is  a  world  leader 
in  commercial  air  conditioners  and 
the  maker  of  residential  products 
whose  durability  is  legendary. 


THE  WAY  WE  MAKE  THESE  PRODUCTS 
MAKES  HEADLINES.  Other  companies 
actually  send  their  people  to  see 
how  our  revolutionary  demand-flow 
manufacturing  process  works. 

SO  IF  YOU  REALLY  WANT  TO  FIND 
AMERICAN  STANDARD  YOU  KNOW 
WHERE  TO  LOOK.  Anyplace  in  the 
world  where  there's  opportunity. 

AMERICAN  STANDARD  COMPANIES. 
MORE  THAN  YOU  EVER  EXPECTED. 


ASIA 


JAPAN 


Kenkichi  Nakajima  1.7  Pachinko 

Heiwa,  recovering  from  a  scandal  involving  illegal  fixing  of  payout  ratios  on  pachinko  machines,  is  off  to  a 
strong  start  in  market  for  new  machines  that  work  with  prepaid  cards.  Last  year,  in  wake  of  the  scandal,  Ken 
Nakajima,  45,  succeeded  his  father  Kenkichi,  74,  as  chief  executive. 

Kazuo  Matsuda  and  family  1.7  Finance 

Known  for  unrivaled  expertise  in  small  business  lending,  Nichiei  Co.  saw  profits  rise  38%  in  the  March  1995 
fiscal  year.  Nichiei  plans  to  lend  about  $1 10  million,  at  discounted  rates,  to  enterprises  hit  by  the  Kobe 
earthquake.  Kazuo,  72,  and  son  Ryuichi,  42,  run  the  company. 


LEFT: 

Masatoshi  Ito 
His  Ito-Yokado 
Group  has  pulled 
off  a  big  turn- 
around of  7-Eleven 
in  the  U.S. 


Yoshiaki  Tsutsumi 
Overly  aggres- 
sive in  his  debt- 
financed  hotels 
and  leisure 
businesses. 


Shoji  Uehara  and  family  1.6  Pharmaceuticals,  health  drinks 

Sales  of  Taisho  Pharmaceutical's  mainstay  health  tonic,  Lipovitan  D,  are  falling  now  that  price 
maintenance — whereby  manufacturers  can  specify  binding  retail  prices  for  certain  products — has  ended. 
Shoji  Uehara,  67,  and  son-in-law  Akira,  54,  are  chairman  and  president. 

Den  Fujita  1.4  Fast  food 

McDonald's  Co.  (Japan)— 50%  owned  by  Fujita— grew  in  sales  by  only  1.5%  last  year,  to  $2.2  billion.  But 
the  company  sees  a  10%  rise  in  1995,  fueled  in  part  by  bigger  discounts  made  possible  by  a  strong  yen— 
which  cuts  cost  of  imported  raw  materials— and  stepped-up  rationalization. 

Tadahiro  Yoshida  and  family  1.4  Zippers,  construction  materials 

YKK  (formerly  Yoshida  Kogyo)  Group,  which  started  out  making  zippers,  is  struggling  in  a  battered  market 
for  building  materials,  source  of  most  of  its  $6-billion-plus  in  sales.  With  profits  down  36%  from  1992  levels, 
Tadahiro,  48,  is  focusing  on  rationalization. 

Masakazu  Shiiki  1.4  Consumer  finance 

First  learned  money-lending  working  in  his  brother-in-law's  pawnshop  in  the  1950s.  Now  his  consumer 
finance  company,  Sanyo  Shinpan  (recent  market  cap,  $2.6  billion),  has  outstanding>efficiencies  and  a 
strong  equity  position— and  operating  margins  of  47%. 

Junichi  Murata  and  family  1.3  Machinery 

A  strong  yen  has  put  Murata  Machinery— which  exports  about  90%  of  its  mainstay  line  of  textile 
machinery— into  the  red.  Sales  of  automated  systems  were  also  hit  as  Japanese  firms  cut  capital  spending. 
Under  Junichi,  59,  company  is  urging  early  retirement  for  older  staff. 

Kazuhiko  Otani  and  family  1.2  Hotels 

Yoneichi  Otani,  son  of  Otani  hotel  chain  founder  Yonetaro,  died  in  May  at  78.  His  son,  Kazuhiko,  48,  has  run 
the  business  since  1993.  Profits  at  the  New  Otani  Co.,  down  84%  in  the  fiscal  year  ending  in  March  1994, 
are  being  hurt  by  a  slow  economy  and  oversupply  of  hotel  rooms. 
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Kazuo  Inamori  1.2  Electronics 

Kyocera  Corp.,  founded  by  Inamori,  63,  is  the  world's  largest  manufacturer  of  ceramic  packages  for 
integrated  circuits.  Annual  sales:  $5.5  billion.  Now  pushing  into  telephony,  including  new  technology  the 
Japanese  call  the  Personal  Handyphone  System,  a  cheaper  alternative  to  cellular. 

Kenichi  Mabuchi  and  family  1.1  Minimotors 

With  over  83%  of  total  production  coming  from  China,  Mabuchi  Motor— founded  by  Kenichi  Mabuchi, 
72— is  well  protected  against  the  rising  yen.  It  has  more  than  50%  of  the  world  market  for  motors  that  go  in 
such  things  as  CD  players,  VCRs  and  floppy-disk  drives. 

Isono  family  1.1  Food,  spirits 

The  Isonos'  Meidi-Ya  Co.  thrived  during  the  1980s  as  an  importer  and  wholesaler  of  expensive  food  and 
liquor,  much  of  it  sold  through  its  own  stores.  Now,  with  consumer  confidence  weak,  it's  building  wholesale 
sales  to  supermarkets  of  items  like  frozen  vegetables  from  China. 

Morita  family  1.0  Sony 

Sony  founder  Akio  Morita,  who  had  a  cerebral  hemorrhage  in  November  1993,  became  honorary 
chairman,  effective  last  November.  Successors  Norio  Ohga,  65,  and  Nobuyuki  Idei,  57,  must  better 
integrate  Sony's  consumer  electronics  business  with  a  struggling  film  entertainment  unit. 

Kenshin  Oshima  1.0  Finance 

After  reading  a  book  on  the  Rothschild  family  (see  p.  200)  at  age  12,  Kenshin  Oshima,  now  47,  knew  he 
wanted  to  be  a  billionaire.  He  got  his  wish  when  shares  of  his  finance  company,  Shohkoh  Fund,  which 
specializes  in  loans  to  small  businesses,  enjoyed  a  big  runup  on  the  o-t-c  market. 

Renichi  Takenaka  and  family  1.0  Construction 

Renichi  Takenaka,  84,  and  son  Toichi,  52,  run  family's  centuries-old  construction  firm,  Takenaka 
Komuten,  which  has  been  struggling  in  the  wake  of  the  collapse  of  a  bubble  economy.  Net  profits  dropped 
58%  in  1994,  to  $92  million. 

Hiroshi  Yamauchi  1.0  Nintendo 

Nintendo  disappointed  investors  in  May  with  news  of  a  21%  decline  in  annual  profits  and  delay  in  the  North 
American  launch  of  its  new  Ultra  64  videogame  system.  Yamauchi,  Nintendo's  67-year-old  president,  is 
betting  that  the  machine  will  leapfrog  rival  offerings  from  Sony  and  Sega. 

Chung  Ju-yung  and  family  6.2  Diversified 

Last  year  Hyundai  founder  Chung,  whose  failed  1992  presidential  bid  ignited  a  feud  with  the  government, 
stepped  aside  and  apologized  for  his  political  foray.  The  $49  billion  (assets)  group  is  now  run  by  brother 
Chung  Se-yung,  66. 

Shin  Kyuk-ho  4.5  Diversified 

Korean-born  founder  of  Lotte  Group  in  Japan:  chewing  gum  and  chocolate,  and  real  estate.  Built  second 
Lotte  in  Korea:  food/beverage,  petrochemicals  and  Lotte  World,  which  includes  indoor  amusement  park, 
plus  hotels,  a  sports  center  and  shopping  mall. 

Lee  Kun-hee  and  family  4.0  Diversified 

The  official  government  policy  of  streamlining  the  chaebol,  or  conglomerates,  hasn't  slowed  Samsung, 
which  plans  $10  billion  of  new  investments  this  year  alone  (semiconductors,  automotive,  aerospace,  etc). 
Lee  Kun-hee,  whose  late  father  founded  the  group,  is  chairman. 

Koo  Cha-kyung  and  family  2.9  Appliances,  electronics 

After  Koos  began  yielding  control  of  LG  Group  (formerly  Lucky-Goldstar)  to  professional  managers  in  the 
late  1980s,  one  of  Korea's  largest  makers  of  appliances  and  consumer  electronics  has  moved  successfully 
into  semiconductors  and  liquid-crystal  displays.  (See  above.) 

Kim  Woo-choong  1.9  Diversified 

Under  Kim,  Daewoo  Group,  which  started  in  the  rag  trade,  has  taken  over  ailing  industrial  businesses  with 
subsidized  credits  and  made  them  efficient  moneymakers.  Now  expanding  aggressively  in  developing 
economies  like  Vietnam,  Russia,  Uzbekistan  and  Romania.  (See  above.) 
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KOREA  Chey  Jong-hyon  and  family  1.9  Diversified 

After  steering  brother's  ailing  textiles  business  into  synthetic  fibers,  Chey  expanded  upstream  with  oil 
refinery,  now  Korea's  largest.  In  bidding  contest  last  year,  Sunkyong  won  control  of  privatized  cellular 
phone  business,  Korea  Mobile  Telecom.  (See  above.) 

Kim  Suk-won  and  family  1.3  Diversified 

Kim  Suk-won  recently  resigned  as  head  of  Ssangyong  to  pursue  a  career  in  politics.  Younger  brother  Kim 
Suk-joon  now  heads  group  with  strong  positions  in  cement,  energy  and  finance. 
(See  above.) 
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Kenshin  Oshima 
Has  wanted  to  be 
a  billionaire  since 
age  12.  Today  he 
owns  74%  of  Japa- 
nese finance 
company  Shohkoh 
Fund,  a  stake 
worth  $1  billion. 


Cha  Kyung-koo 
His  Korean  LG 
Group  started  out 
making  cosmet- 
ics and  soaps.  Now 
it  wants  to  chal- 
lenge Japan  in 
semiconductors 
and  liquid  crystal 
displays. 


MALAYSIA  Quek  Leng  Chan  and  family  3.9  Diversified 

Quek's  uncle,  the  late  Kwek  Hong  Png  of  the  Kwek  family  of  Singapore  (which  see),  founded  Hong  Leong 
empire,  with  roots  in  hardware  business.  Malaysian  Hong  Leong  has  interests  in  property  development, 
manufacturing  and  financial  services. 

Robert  Kuok  3.5  Diversified 

Heavy  hitter  in  the  overseas  Chinese  business  community,  with  bewildering  array  of  interests  throughout 
Asia.  At  recent  conference  he  foresaw  a  "chopstick  union"  free-trade  zone  formed  by  the  three  largest 
economies  of  northeast  Asia— Japan,  Korea  and  China. 

Tiong  Hiew  King  and  family  2.5  Lumber 

Secretive  Chinese  clan  controls  some  3  million  acres  of  prime  tropical  timber  in  Malaysia's  Sarawak  region. 
Recent  diversifications  include  newspaper  publishing,  truck  assembly  and  optical  fibers.  (See  above.) 

Lim  Goh  Tong  2.1  Casinos,  real  estate 

Arguably  Malaysia's  cleverest  property  developer.  Controls  Genting  Berhad,  whose  casino  draws 
high-rolling  ethnic  Chinese  from  all  over  Southeast  Asia.  In  the  U.S.,  Lim  provided  construction  financing 
for  Connecticut's  booming  Foxwoods  Resort  Casino. 

Yaw  Teck  Seng  and  family  1.6  Lumber 

Known  for  professional  forestry  management,  their  Samling  Corp.  is  the  second-largest  timber  company  in 
the  Sarawak  region.  (See  above.)  » 

T.  Ananda  Krishnan  1.4  Telecommunications,  diversified 

The  man  behind  satellite  TV  and  telecom  startup  Binariang,  in  which  U  S  West  International  purchased  a 
20%  stake  for  estimated  $230  million  last  November.  Has  recently  been  pursuing  American  Maize-Prod- 
ucts, a  U.S.  tobacco  and  corn-processing  company.  (See  above.) 

Tajudin  Ramli  1.1  Telecommunications 

Owns,  on  paper,  38%  of  cellular  telephone  operator  Technology  Resources  Industries.  Well  connected  to 
ex-finance  minister  Tun  Daim  Zainuddin,  who  is  said  to  have  a  major  stake  in  TRI.  Also  controls  32%  stake 
in  Malaysia  Airlines,  of  which  he  is  chairman. 
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We've  become  the  nation's 

largest  home  mortgage  lender  by 

sticking  with  one  simple  policy. 

At  Countrywide?  we  believe  in  easy  access  to  the  lending  process.  Whether  you  deal 
directly  with  one  of  our  local  offices  or  by  telephone  with  our  national  home  loan  center, 

we'll  meet  all  your  borrowing  needs,  and  we'll  meet  them  at  your  convenience. 
Our  innovative  application  of  technology,  broad  array  of  products,  and  the  service  of  our 
mortgage  experts  enable  us  to  be  the  lowest  cost  provider  in  the  industry. 
It  really  is  a  simple  policy.  If  you  want  a  loan,  you  don't  even  need  to  knock. 


si  Countrywide 

Home  Loans 

Easy.  Really." 

1-800-293-6316 


m 


™»  Equal  Housing  Lender  ©1995  Countrywide  Funding  Corporation.  Trade/service  marks  are  the  property  of  Countrywide  Credit  Industries,  Inc.  and/or  its  subsidiaries.  3/95. 
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An  Offshore  Success  Story:  Part  3 


UNBEATABLE  BENEFIT 


Over  the  centuries,  fragrant  orchids, 
breathtaking  scenery  and  year- 
long summers  have  established 
the  uniqueness  of  Madeira,  an  idyllic 
Portuguese  island  off  northern  Africa,  as  an 
oasis  of  serenity.  Today  Madeira  is  building 
a  matching  reputation  in  the  business 
world  for  the  outstanding  quality  of  its  off- 
shore center. 

Madeira's  International  Business  Center 
(IBC)  offers  an  unrivalled  combination  of 
comprehensive  tax  advantages  and  full 
membership  of  the  European  Union.  This  is 
coupled  with  legal  security  and  a  complete 
range  of  investment  opportunities  including 
a  free-trade  industrial  zone,  an  offshore 
financial  center,  a  services 
hub  and  an  international 
shipping  register. 

"Few  other  offshore 
jurisdictions  can  supply 
the  range  of  activities  com- 
bined with  full  European 
integration,  institutional 
reliability  and  tax  benefits 
that  Madeira  offers,"  says 
David  Fiske  de  Gouveia, 
managing  director  of 
Madeira  Management 
Companhia  Limitada 
(MMCL),  one  of  the  IBC's 
leading  providers  of  man- 
agement services. 

International  tax  analysts 
agree  that  while  some  other 
offshore  jurisdictions  specialize  in  specific 
categories  of  investment  such  as  holding 
companies  or  mutual  funds,  Madeira  offers 
comprehensive  facilities  from  industry  and 
services  to  banking  and  shipping. 

Madeira  is  highly  competitive  with  other 
tax-advantageous  centers  in  regard  to 
costs,  efficiency,  accessibility,  language  - 
English  is  widely  spoken  -  and  quality  of 
life.  Salaries,  rents  and  real  estate  prices 
compare  favorably  with  other  European 
locations. 


"Few  other  offshore 
jurisdictions  can  supply 
the  range  of  activities... 

that  Madeira  offers." 

Dr.  David  Fiske  de  Gouveia, 
Managing  Director,  MMCL 


One  of  Madeira's  most  important  assets 
is  membership  of  the  European  Union, 
providing  both  regulatory  guarantees  and 
integration  with  the  European  market, 
including  free  circulation  of  goods  and 
services  and  right  of  establishment. 

SEMI-TROPICAL 
BUT  FULLY  EUROPEAN 

Companies  setting  up  in  Madeira,  an  inte- 
gral part  of  Portugal,  are  governed  by  the 
same  corporate  law  and  central  bank  regu 
lations  as  their  counterparts  on  the  main- 
land and  consequently  enjoy  the 
same  guarantees  of  legal  credibility  and 
economic  soundness. 

"Madeira  has  invested 
strongly  in  ensuring 
respectability.  From  the  start  | 
it  opted  for  a  strategy  of  cau 
tion,  prudence  and  selectivity 
in  developing  the  offshore 
center,"  says  Carlos  Loureiro. 
a  Lisbon-based  partner  with! 
Arthur  Andersen.  "This  is  a 
policy  that  is  clearly  paying 
dividends." 

"All  these  advantages  are 
reflected  in  the  type  of  com- 
panies that  Madeira 
attracts,"  says  Fiske  de 
Gouveia.  "Multinational 
corporations  that  are  house- 
hold names  on  an  interna- 
tional level  are  setting  up  companies  here 
as  part  of  their  worldwide  networks.  The 
IBC  enables  them  to  enhance  their  overall 
tax-planning  on  a  cost-effective  basis." 

Madeira's  international  services  center  is 
the  area  of  the  IBC  that  has  shown  the 
most  dynamic  growth.  More  than  1,500 
service  companies  have  been  incorporated 
over  the  past  five  years.  They  can  set  up 
anywhere  on  the  island.  All  companies 
operating  in  Madeira  are  exempt  from  cor- 
porate tax  on  profits  until  2011. 


Ms 

s  to  ft 

jnd  sn 
Brest  or 
I  other 
pank 
son 
Foreign 
'(tree  in 


tot  pro! 

WR  0 

Month 

katsoe 

Lpayn 


pg  m  t1 

m 

■gut 
ingc 
ibaB 

icatii 

parer 

tatdivij 

taxed 


eirj 


Special  Advertising  Section 


>ire 


Benefits  for  service  enterprises  entitle 
firms  to  full  exemption  from  withhold- 
ing and  income  taxes  on  dividends, 
interest  on  shareholders'  loans  and  on 
any  other  type  of  income  from  compa- 
nies participating  in  the  initial  capital 

Mijof  a  service  enterprise. 

Foreign  companies  operating  in  IBC 

«ir|are  free  from  all  restrictions  on  the  trans- 
fer of  profits  and  capital  invested,  on  the 

rem  transfer  of  funds  connected  with  trade 

ik  and  on  the  importation  of  funds.  They 

are  also  exempt  from  any  capital  gains 

tax,  pay  no  stamp  duty  on  share  capital 

and  no  gift  or  inheritance  taxes. 


TRUSTS  AT  YOUR  SERVICE 

The  main  categories  of  companies  oper- 
ating in  the  services  sector  include: 

HOLDING  COMPANIES:  The 

Portuguese  legal  definition  of  a  pure 
holding  company,  known  as  SPGS,  is 
"probably  the  best  way  to  structure 
non-EU  investments  in  Europe  available 
today,"  says  Fiske  de  Gouveia.  The 
application  of  Portuguese  law  and  the 
EU  parent/subsidiaries  directive  mean 
that  dividends  from  EU  share  holdings 
are  taxed  at  only  1.8  percent,  without 
being  subject  to  withholding  tax  in  the 
country  of  origin. 

TRUSTS:  Recent  legislation  makes 
Madeira  one  of  the  few  jurisdictions 


outside  Britain  and  the  United  States  to 
recognize  the  establishment  of  offshore 
trusts.  In  the  IBC,  the  settlor  of  the 
trust  is  free  to  determine  the  country 
whose  law  it  wishes  to  govern  the  trust. 

TRADING  COMPANIES:  Companies 
based  in  the  IBC  qualify  for  an  EU 
value-added  tax  (VAT)  registration 
number,  obligatory  for  trading  within 
Europe.  This  means  that  non-EU  cor- 
porations can  set  up  companies  in 
Madeira  for  exporting  goods  from  one 
EU  country  to  another  or  exporting 
goods  into  Europe.  Profits  are  not 
taxed,  provided  the  company  has  no 
trade  with  Portugal.  "Holding  and 
trading  companies  are  two  of  the 
strongest  growth  areas  in  the  IBC," 
says  Rosana  Jarim  Fernandes,  an  exec- 
utive director  and  legal  counselor  with 
MMCL. 

INTELLECTUAL  PROPERTY:  If  the 

rights  to  trademarks  and  patents  are 
acquired  by  a  company  in  the  IBC, 
they  can  be  licensed  to  other  compa- 
nies in  Europe,  exempting  the 
Madeira-based  company  from  taxation 
on  the  royalties. 

Other  operations  in  Madeira's  off- 
shore services  sector  include  transfer 
pricing,  residential  and  commercial 
property  ownership,  mutual  funds  and 
investment  management. 


"Holding  and  trading 
companies  are  two  of  the 
strongest  growth 
areas  in  the  IBC. 

Rosana  Jarim  Fernandes, 
Executive  Director,  MMCL 


In  contrast  to  the  practice  in  most 
offshore  centers,  companies  based  in 
Madeira  are  not  excluded  from 
Portugal's  double-taxation  treaties. 
Companies  can  use  these  to  reduce 
withholding  taxes  on  royalties,  interest 
and  dividends.  This  makes  the  IBC  a 
particularly  attractive  niche  for  firms 
investing  in  those  countries  that  have 
agreements  with  Portugal. 

Portugal's  double  taxation  treaties 
currently  include  Austria,  Belgium, 
Brazil,  Finland,  France,  Germany,  Italy, 
Ireland,  Luxembourg,  Mozambique, 
Norway,  Spain,  Switzerland  and  the  UK. 

MMCL  is  one  of  Madeira's  leading 
independent  management  companies, 
providing  full  services  for  companies 
investing  in  the  offshore  center,  from 
company  registration  through  staffing, 
administration,  accounting  and  fee- 
paying.  Companies  operating  in  the 
IBC  are  required  to  maintain  their  reg- 
istered office  in  Madeira  and  this  can 
be  provided  by  management  companies 
such  as  MMCL. 


FOR  FURTHER 
INFORMATION, 
PLEASE  CALL: 

Tel:  351.  91.  225466 
Fax:  351.  91.  228950 


Estimated 

net  worth 

($bil) 


PHILIPPINES         Jamie  Zobel  de  Ayala  and  family  2.8  Real  estate,  diversified 

De  Ayala,  61,  has  turned  over  management  of  Ayala  Corp.,  one  of  the  Philippines'  largest  real  estate 
companies,  to  son  Jamie  Augusto,  36.  Ayala  Corp.  is  spending  $390  million  to  upgrade  operations  in 
electronics,  telecommunications,  real  estate  and  food  processing. 

Henry  Sy  and  family  1.9  Shopping  malls 

Majority  stake  in  publicly  traded  SM  Prime  Holdings  (market  cap,  $2  billion)  makes  Sy  the  Philippines' 
uncontested  king  of  department  stores  and  shopping  malls.  Outside  of  SM  Prime,  he  has  interests  in 
banking  and  shoe  retailing. 

Lucio  Tan  1.7  Tobacco,  airlines 

Past  connections  to  the  Marcos  regime  are  dogging  Tan,  who  controls  Fortune  Tobacco  and  hemorrhaging 
Philippine  Airlines.  Besides  planning  to  sue  Tan  for  $1  billion  in  back  taxes,  the  government  turned  down 
Tan's  request  for  $120  million  to  bail  out  the  airline. 

Andrew  Gotianun  St.  and  family  1.5  Real  estate 

Made  fortune  in  banking  before  leaving  the  Philippines  in  early  1980s.  Returning  during  Corazon  Aquino's 
presidency,  he  made  big  move  into  Manila  property  market.  (See  above.) 


Eugenio  Lopez  and  family  1.4  Diversified 

Eugenio  (Geny)  Lopez  Jr.,  66,  with  family  owns  some  75%  of  publicly  traded  flagship  Benpres  Holdings 
Corp.,  with  interests  in  media,  banking,  telecommunications  and  power  generation.  Has  deal  with  Nynex 
Network  Systems  to  develop  international  telecommunications  network. 


Lucio  Tan  (left) 
The  government 
once  tried  to 
sequester  his 
assets.  Now  it 
wants  $1  billion 
in  taxes. 


Wee  Cho  Yaw 
"In  banking, 
you  have  to  take 
a  view.  Luckily, 
we  took  the 
right  view." 
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George  Ty  and  family  1.4  Banking 

Founder  of  Metropolitan  Bank  &  Trust,  the  largest  private  bank  in  the  Philippines.  (See  above.) 


SINGAPORE 


John  Gokongwei  Jr.  1.0  Diversified 

Consolidated  interests  under  JG  Summit  and  took  28%  public  in  1993.  Web  of  activities  includes 
agribusiness,  textiles  and  apparel,  real  estate  development,  hotel  management,  banking,  telecommunica- 
tions, printed  circuit  boards  and  power  generation. 

Kwekl        y  4.0  Diversified 

Patriarch  :  sk  Hong  Png,  founder  of  Hong  Leong  Group  and  the  City  Developments  real  estate  empire, 
died  last  No  nber  at  82.  Now  run  by  son  Kwek  Leng  Beng,  53,  City  Developments  has  seen  its  market 
value  surge  bv    5%,  to  over  $4  billion,  in  the  last  year. 
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The  only  thing  bigger  than  our  line  of 
copiers  is  our  line  of  copier  solutions" 

■ 

Take  a  close  look  at  your  business.  We  did.  We  know 
hat  your  workplace  is  changing  and  that  you  need  products 
hat  can  change  with  it.  Products  that  provide  solutions. 

And  that's  why  Sharp  has  designed  a  full  line  of  copiers 
o  fit  the  needs  of  any  size  business. 

High  volume  copiers/duplicators  that  offer  productivity 
inhancing  features  like  duplexing  speed  and  on-line 
inishing;  mid-sized  modular  systems  that  grow  as  your 
leeds  grow;  and  affordable  compacts  that  fit  small  offices. 
To  maximize  product  reliability,  Sharp  copiers  feature 
jenuine  Sharp  supplies. 

For  more  information  on  selecting  the  copier  that's  right 
or  your  business,  fax  1-800-3-SHARP-3  or  call  to  receive 
our  free  kit  with  an  interactive  computer  disk. 
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^COPIERS  •  FACSIMILE  •  CASH  REGISTERS  •  CALCULATORS  •  COMPUTERS  •  SCANNERS  ♦  LASER  PRINTERS  •  WIZARD    OR 
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SINGAPORE  Khoo  Teck  Puat  2.2  Hotels 

After  banking  career,  took  control  of  Singapore's  Goodwood  Park  Hotel  in  1968.  Now  owns  84%  of  the 
publicly  traded  hotel  (market  cap,  $1.2  billion).  Also  largest  single  shareholder,  with  a  15%  stake,  in 
Britain's  Standard  Chartered  Bank  (assets,  $51  billion). 

Lee  family  1.8  Banking,  plantations 

Singapore's  old-money  family.  Three  brothers,  Lee  Seng  Wee,  Lee  Seng  Tee  and  Lee  Seng  Gee,  control 
Oversea-Chinese  Banking  Corp.  (assets,  $44  billion)  and  private  Lee  Rubber,  whose  plantations  are  being 
developed  as  suburbs  of  greater  Singapore. 

Wee  Cho  Yaw  1.0  Banking 

Opened  a  small  family  bank  in  1935  and  built  it  into  Singapore's  most  profitable.  Last  year  $38  billion 
(assets)  United  Overseas  Bank  earned  $390  million.  (See  above.) 

TAIWAN  Tsai  Wan-lin  and  family  8.5  Insurance,  financial  services 

Lin  Yuan  Group,  under  70-year-old  Tsai  Wan-lin,  controls  Cathay  Life  Insurance  (market  cap,  $1 1.6  billion) 
and  Taiwan  First  Investment  &  Trust,  a  financial  services  outfit  with  plans  to  go  public.  Brother  Tsai 
Wan-tsai  runs  Fubon  Group,  also  in  financial  services. 

Yue-Che  (Y.C.)  Wang  and  family  2.0  Plastics,  electronics 

Built  Formosa  Plastics  Group  into  a  $5.5  billion  (revenue)  plastic  and  petrochemical  giant.  Now,  with  son 
Winston,  44,  targeting  electronics— specifically,  computer  motherboards,  semiconductors  and  liquid 
crystal  displays— as  new  growth  area. 

Eugene  Wu  and  family  1.9  Insurance 

Own  about  40%  of  Shin  Kong  Life  Group,  whose  Shin  Kong  Life  Insurance  went  public  in  1993  and  now 
boasts  market  capitalization  of  some  $4  billion.  Besides  life  insurance,  family  also  has  interests  in  textiles 
and  energy.  Eugene,  51,  runs  the  show. 

Jeffrey  Koo  and  family  ,  1.5  Banking 

Chinatrust  Commercial  Bank  (assets,  $10.5  billion)  received  approval  to  buy  California-based  Trans 
National  Bank.  Chinatrust  boss  Jeffrey  Koo,  62,  plans  to  merge  it  with  his  community  bank  in  New  York, 
with  goal  of  serving  ethnic  Chinese  on  both  coasts. 

Chang  Yung-fa  1.3  Shipping,  aviation 

Evergreen  Group  (sales,  $1.2  billion)  is  one  of  world's  largest  container  shipping  lines.  Ongoing  diversifica- 
tion includes  plans  to  establish  hotel  chain  in  cities— including  Taipei  and  Taoyuan— served  by  privately 
owned  Eva  Airways. 

Huang  Shi-hui  1.3  Automobiles,  motorcycles 

Private  Chinfon  Group  started  as  lightbulb  producer  for  bicycles.  Now  has  operations  in  motorcycles, 
automobiles  and  finance.  68-year-old  Huang,  a  former  neurosurgeon,  may  take  public  San  Yang  Industry, 
which  makes  Honda  cars  and  motorcycles  in  Taiwan. 

THAILAND  Dhanin  Chearavanont  and  family  5.5  Agribusiness,  telecommunications 

What  began  as  a  Bangkok  seed  shop  is  now  Charoen  Pokphand  (CP),  a  vast  agri-industrial  empire 
(estimated  sal<  -..  $7  billion)  involved  in  everything  from  fishmeal  and  real  estate  to  petrochemicals  and 
telecommunicates.  CP  controls  TelecomAsia  (market  cap,  $8  billion). 

Chatri  Sophonp*    ch  and  family  3.0  Banking 

Chatri's  son,  Chartsin,  35,  took  the  reins  at  $35  billion  (assets)  Bangkok  Bank  during  last  year's 
fiftieth  anniversary  celebration,  thereby  ending  speculation  that  it  would  be  run 
by  outside  managers. 

Banyong  Lamsam  and  family  2.3  Banking 

Since  1989  earnings  at  Thai  Farmers  Bank— founded  by  Choti  Lamsam  in  1945— have  grown  from  $59 
million  to  $415  million.  Last  year  the  bank  received  approval  from  the  Ministry  of  Finance  to  trade  and 
underw  ;te  debt  instruments. 
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We  believe  a  bank  should  be  built  like  a  ship, 
strong  enough  to  weather  the  worst  storm. 


S\  Republic  National  Bank, we've  structured  ourselves 
to  stay  afloat  in  a  turbulent  economy. 

Focused  on  protecting  our  clients'  funds  whatever  the  state  of  th 
economy,  we've  built  a  stalwart  bank  with  a  policy  of  strong  capital 
ization,  superior  liquidity,  diversification,  and  profitability. 

In  today's  rough  economic  climate,  we've  stayed  our  course  to 
keep  Republic  strong. 


If  I  Republic  National  Bank 

For  more  information  about  Republic  National  Bank, 
please  call  1  800  REPUBLIC.  Outside  the  U.S.  (718)  488-40 49, 
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NEW  YORK  •  GENEVA  •  LONDON  •  BEIJING  •  BEIRUT  •  BEVERLY  HILLS  •  BUENOS  AIRES  •  CARACAS  •  CAYMAN  ISLANDS  •  COPENHAGEN  •  DENVER  •  GIBRALTAR 
ER  NSEY  •  HONG  KONG  •  JAKARTA  •  LOS  ANGELES  •  LUGANO  •  LUXEMBOURG  •  MANILA  •  MEXICO  CITY  -MIAMI  •  MILAN  •  MONTE  CARLO  •  MONTEVIDEO  •  MONTREAL 
MOSCOW  •  NASSAU  •  PARIS  •  PERTH  •  PUNTA  DEL  ESTE  •  RIO  DE  JANEIRO  •  ROME  •  SANTIAGO  ■  SINGAPORE  •  SYDNEY  •  TAIPEI  •  TOKYO  •  TORONTO  •  ZURICH 
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1  \T  ARE  THE  ISSUES? 
[international  Paper  owns  or 
Inages  over  6.000,000  acres  of 
lil  in  America. 

IWith  that  ownership  comes  a 
loonsibility  to  protect  and  care 
[this  vast,  renewable  resource, 
believe  that  a  balance  must 
lit  between  land  preservation 

land  utilization. 

IWe  know  there  are  milbons  of 

Iple  who  rely  on  our  forestland 

(different  yet  important  reasons. 

lie  need  lumber  to  build  homes. 

Ine  need  tons  of  paper  to  run 

Ir  businesses.  Some  just  want  a 

be  to  go  camping  or  fishing. 

iThese  are  not  complicated 

lires.    But    satisfying    them 

Idves  complex  personal,  busi- 

k  and  global  issues. 

|f  you're  an  environmentalist, 

may  ask  how  the  ecology  of 

forest  will  be  safeguarded 

lhat  wildlife  will  always  have 

rmrishing  habitat.  If  you're  a 

pkholder,  you  may  question 

Ither  International  Paper  will 

growing,  while  maintaining 

|resources,    and    providing 

;rica  with  more  and  better 

lucts  in  the  future.  If  you're  a 

ent,  you  may  wonder  if  your 

Idren   and   your   children's 

Idren  will  always  have  forests 

pich  to  experience  nature. 

)eciding  how  best  to  use  the 

Ion's  land  will  be  debated  for 

Juries.  At  International  Paper, 

ring  the  land  better  than  we 

id  it  is  an  environmental  and 

iomic  imperative  because  the 

bess  of  our  company  depends 

luch  on  the  health  of  our 

Ists  as  anything  we  do. 


WHAT  WE  ARE  DOING. 

Every  year,  we  invest 
millions  of  dollars  to  find  better 
ways  to  manage  our  land. 

One  residt  is  a  new,  stronger 
family  of  pine  trees.  Devel- 
oped through  a  process  of 
natural  selection,  it  produces 
more  wood  per  acre  over  a 
25-year  growing  period.  We're 
planting  50  million  of  these 
SuperTree"  seedlings  every  year. 
By  the  year  2000,  we'll  have 
30%  more  wood  fiber  growing 
on  our  lands  than  in  1990. 

We've  entered  into  part- 
nerships with  groups  like  The 
Nature  Conservancy  and  The 
Conservation  Fund,  in  addition 
to  state  and  federal  agencies. 

Residts?  We're  the  first  U.S. 
company  participating  in  an 
inventory  and  protection  pro- 
gram with  the  Department  of  the 
Interior's  National  Biological 
Survey.  We  already  protect  the 
habitats  of  12  federally  listed 
animals  and  one  plant  species 
on  our  lands.  Of  the  land  we 
own,  96%  is  available  to  the 
public  through  leasing  and 
other  programs  for  camping, 
hiking,  hunting  or  boating. 


WHAT  IT  MEANS 
TO  YOU. 

Perhaps  Theodore 
Roosevelt  said  it  best: 
"The  nation  behaves 
well  if  it  treats  the  nat- 
ural resources  as  assets 
which  it  must  turn  over 
to  the  next  generation 
increased,  and  not  im- 
paired, in  value." 

With  this  ad,  we're 
beginning  a  dialogue 
that  will  raise  issues 
and  share  viewpoints. 

To  talk  further, 
please  call  Dr.  Sharon 
Haines,  Manager  of 
Natural  Resources,  at 
1-800-155-1046. 


INTERNATIONAL^)  PAPER 

We  answer  to  the  world. 
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THAILAND  Chaijudh  Karnasuta  and  family  2.3  Construction 

Dr.  Chaijudh  Karnasuta,  a  Thai-Chinese  medical  doctor,  and  Giorgio  Berlingieri,  an  Italian  engineer, 
teamed  up  in  1954  to  salvage  five  ships  sunk  in  a  Bangkok  waterway.  Italian-Thai  Development  is  now 
Thailand's  dominant  general  contractor.  (See  above.) 

Thaksin  Shinawatra  and  family  2.1  Telecommunications 

Formed  Shinawatra  Computer  &  Communications  while  serving  in  the  Royal  Thai  Police  Department. 
Stepped  down  from  his  corporate  post  in  1994  to  enter  politics.  After  brief  stint  as  foreign  minister,  he's  now 
leading  the  Palang  Dharma  Party. 

Piya  Bhirombhakdi  and  family  1.7  Beer 

Their  Boon  Rawd  Brewery,  maker  of  the  Singha  brand,  holds  a  virtual  monopoly  on  suds  in  Thailand.  (See 
above.) 

Boonchai  Bencharongkul  and  family  1.6  Telecommunications 

Acquainted  himself  with  Motorola's  Galvin  family  and  went  on  to  found  United  Communication  Industry, 
one  of  the  largest  Thai  telecoms.  (See  above.) 

Adisai  Bodharamik  1.6  Telecommunications 

University  of  Maryland  Ph.D.  left  post  at  Thai  telephone  ministry  to  become  telecom  entrepreneur.  His 
66%-owned  Jasmine  International  (market  cap,  $2.3  billion)  is  involved  in  satellites,  optical  cables, 
telecom  equipment  distribution  and  network  services.  (See  above.) 

Leophairatana  family  1.5  Petrochemicals,  rice 

Started  out  in  rice  trade  and  went  on  to  found  Thai  Petrochemical  Industry,  builder  of  Thailand's  first 
petrochemical  plant.  Still  big  in  rice.  (See  above.) 


Krit  Ratanarak  and  family  1.4  Banking,  cement 

Chuan  Ratanarak,  a  Chinese  immigrant,  died  in  August  1993,  at  73.  Son  Krit,  48,  now  oversees  fortune  that 
includes  controlling  stakes  in  country's  second-largest  cementmaker,  Siam  City  Cement,  and  one  of  its 
most  profitable  banks,  Bank  of  Ayudhya  (assets,  $8  billion). 

Anant  Asavabhokhin  1.4  Housing 

Founder,  at  age  33,  of  Land  &  Houses,  which  pioneered  the  development  of  U.S. -style  subdivisions  for 
Thailand's  growing  middle  class.  (See  above). 

Mongkol  Kanjanapas  and  family  1.1  Real  estate 

Bangkok  Land,  run  by  Mongkol's  son  Anant,  53,  is  behind  Golden  City,  billed  as  world's  largest  private 
development.  But  not-so-golden  prospects  have  hit  Bangkok  Land's  stock,  down  50%  in  last  year.  Brother 
Keeree,  43,  pursues  mass-transit  projects  outside  of  Bangkok  Land. 
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LEFT: 
Dhanin 
Chearavanont 
His  Charoen 
Pokphand  group 
controls  Telecom- 
Asia.  It  also  has 
over  75  animal 
feed  mills  in  Chi- 
na, where  it  breeds 
some  5  million 
chicks  a  week. 


Adisai  Bodharamik 
Thai  bureaucrat 
turned  billionaire. 
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JET  EVER  BUILT— AND 
E  IT  ASTONISHINC 


jet  performs  many  varied  missions.  And  the 
ultimate  challenge  is  this — a  business  jet  must  do  everything  well. 

The  Falcon  50  defines  "versatility"  by  being  equally  poised 
for  a  one-hour  hop  or  a  transatlantic  leap.  Carrying  a  full  load  of 
passengers  and  fuel — and  need  to  depart  from  a  short  airfield? 
The  50 — often  only  the  50 — comes  through. 

Brilliant,  unrivaled  performance.  Which,  naturally,  we  have  now 
improved. 

The  new  Falcon  50EX — with  new  TFE731-40  engines — climbs 
to  an  initial  cruise  altitude  of  41,000  feet  in  a  mere  23  minutes 
(at  maximum  gross  takeoff  weight).  Range  increases  by  400  nm 
at  .80  Mach.  And  the  new  Collins  Pro  Line  4  large-tube  avionics 
reflect  a  particularly  user-friendly  cockpit. 

For  more  information,  call  John  Rosanvallon  in  the  U.S.  at 
(201)  967-2746  or  Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 

INTRODUCING 
THE  NEW  FALCON  50EX 


Advertisement 
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Removing  the  Sword  of  Damocles 
Threatening  Businesses  and  Homeowners 

In  the  ancient  fable,  Damocles,  while  seated  at  a  great  banquet,  found  himself  in  grave  peril: 
A  sword  was  hanging  by  a  thread  over  his  head. 


Chances  are  about  50-50  that  a  7.0  magnitude  earthquake  will 
strike  Los  Angeles  within  five  years,  causing  $60  billion  in 
insured  losses.  Such  a  massive  catastrophe  could  bankrupt  some 
insurers  and  leave  businesses  and  homeowners  without  insurance. 

Both  homeowners  and  businesses  are  affected  by  catastro- 
phes. Commercial  losses  were  25%  of  the  $15.5  billion  Hurricane 
Andrew  claims.  The  1992  Hurricane  Andrezv  and  the  1994  $11 .7 
billion  Northridge  quake,  however,  would  pale  in  comparison  to 
the  devastation  that  would  be  caused  if  a  massive  catastrophe 
were  to  hit  Los  Angeles,  San  Francisco,  New  Orleans,  Missouri, 
Miami,  Charleston,  New  York  City  or  Boston. 

Dramatically  reduced  catastrophe  reinsurance  worldwide  is 
a  reaction  to  much  more  costly  catastrophes  since  1988.  A  $60  bil- 
lion "big  one"  could  wipe  out  one-third  of  industry  surplus  and 
bankrupt  several  U.S.  property  I  casualty  insurers.  Insurers  are 
trying  to  manage  this  increased  risk  and  still  keep  insurance 
available  and  affordable  for  those  who  need  it.  But  the  insurance 
industry  alone  can't  handle  a  problem  of  this  magnitude.  The 
combined  efforts  of  multiple  segments  of  society  are  needed  to 
achieve  an  effective  solution. 

A  Broad-Based 
Solution  Needed 

During  the  last  25  years,  high- 
risk  coastal  areas  have  seen 
tremendous  growth  in  popu- 
lation density  and  new  con- 
struction. From  1970  to  1993, 
California's  population  grew 
50%  to  31  million  people,  and 
Florida's  doubled  to  14  mil- 
lion. Today  half  of  the  U.S. 
population  lives  within  50 
miles  of  an  ocean  or  the  Gulf 
of  Mexico.  In  1993,  insured 
property  values  for  coastal 
counties  on  the  Atlantic 
Ocean  and  the  Gulf  of  Mexico 
reached  $3.1  trillion,  up  from 
$1.9  trillion  in  1988. 
Experts  suspect  that  weather-related  disasters  are 
increasing  in  frequt  and  severity.  Prior  to  1988,  insurers 
hadn't  experienced  a  lisaster  costing  more  than  $1  billion. 
Since  1988,  eight  $1  b.  ion-plus  events  have  occurred — 
including  some  of  the  mo  .t  expensive  disasters  in  U.S.  his- 
tory. Catastrophe  losses  for  1992  alone  totaled  $23  billion, 
exceeding  all  projections.  Often,  the  premium  generated  in 
windstorm  and  earthquake  areas  is  just  not  enough  to  pay 


Dennis  H.  Chookaszian, 

Chairman  and  CEO, 

CNA  Insurance  Companies 

"77je  solution  requires  both 

an  insurance/government 

partnership  and  responsible 

action  by  communities 

and  individuals." 
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for  such  losses.  For  example,  all  California  earthquake  f 
miums  for  the  last  25  years  would  pay  for  only  one-t 
the  $11.7  billion  Northridge  losses.  Reinsurance  helps 
mary  insurers  cover  large,  infrequent  losses.  But  reins 
ance  never  was  intended  to  handle  the  frequency  of  m< 
catastrophes  seen  in  recent  years. 

As  much  as  possible,  CNA  has  remained  in  th 
insurance  markets.  However,  a  broad-based  program 
plan  for  future  catastrophes  is  urgently  needed.  CNA  s 
ports  a  solution  grounded  in  responsible  action  by  cc 
munities  and  individuals,  together  with  an  insurance/g 
ernment  partnership.  A  realistic  solution  would  include 

■  A  national,  industrywide  mechanism  to  allow  enoi 
funds  to  build  over  a  number  of  years 

■  A  state  catastrophe  mechanism,  properly  construe]  ^ 
and  funded,  to  also  help  ensure  the  availability  and  affo 
ability  of  private  insurance 

■  Mandatory  disaster  insurance  for  federally  backed  mc 
gages  on  homes  in  high-risk  areas,  thus  distributing  cc 
more  fairly 

■  Stronger  building  codes — designed,  adopted  and  stric 
enforced  countrywide — as  well  as  proper  land-use  cont 

■  Economic  and  other  incentives  to  encourage  commu 
ties  to  protect  themselves  against  disasters 

■  The  use  of  computer  modeling  to  more  accurately  est ! 
lish  potential  costs  for  catastrophe  losses. 

The  insurance  industry  has  begun  to  address  some 
these  problems.  The  Insurance  Institute  for  Property  L 
Reduction  has  developed  a  Building  Code  Effectiven 
Grading  Schedule  to  evaluate  community  disaster  p 
paredness.  ■  , 


Mitigation:  A  Solution 
Close  to  Home 

This  is  not  just  an  insurance  problem.  There  also 
tremendous  human  costs.  A  Miami  Herald  survey  show 
that  Hurricane  Andrew  destroyed  61,000  homes  and 
workplaces  of  half  of  all  people  employed  in  Dade  Cour 
The  Northridge  quake  damaged  an  estimated  92,000  n 
dential  and  commercial  buildings.  Individuals  and  co 
munities  can,  however,  mitigate  the  loss  of  life  and  prop 
ty  with  preventive  measures.  Design  professionals  he 
helped  develop  building  codes  to  increase  disaster  p 
paredness  in  communities. 

Buyers  demand  safety  features  for  their  cars,  but  rar 
for  their  homes,  often  their  largest  lifetime  investme 
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Spending  just  5%  more  on 
new  construction  to  meet 

stricter  building  codes  can  greatly  reduce  catastrophe  dam- 
age. Retrofitting  structures,  when  viewed  as  a  15-  or  20-year 
investment,  becomes  a  reasonable  safety  expenditure. 

When  hiring  design  profes- 
sionals, have  them  supervise 
construction  on  vital  structural 
elements.  After  Hurricane 
Andrew,  inspection  revealed 
that  some  structural  elements 
were  provided  but  hadn't  been 
properly  installed.  Studies 
show  that  if  the  tough  Florida 
building  codes  already  in 
existence  had  been  strictly 
enforced,  25%  to  40%  of  the 
damage  could  have  been  avert- 
ed, saving  billions  of  dollars.  In 
areas  hit  hardest  by  Andrew, 
the  worst  structural  damage 
resulted  from  weaknesses  in 
doors,  windows  and  roofing.  ■ 


Donald  G.  Weinert, 
P.E.,  Executive  Director, 

National  Society  of 
Professional  Engineers 

"Preventive  measures  can 

mitigate  the  loss  of  life 

and  property." 


The  Role  of  Government 

My  home  was  completely  destroyed  by  Hurricane 
Andrew.  Phones  were  out  for  14  months,  electricity  for  12 
months  and  water  for  two  months.  It  took  a  year  and  a  half 
to  get  back  into  my  own  home.  And  my  insurance  has  been 
canceled  four  times  since  the  hurricane. 

Andrew  bankrupted  eight  insurers.  Despite  my  person- 
al experience,  I  quickly  learned  that  there  wasn't  enough 
capital  for  all  the  insurance  needed.  We  have  to  look  at  how 
catastrophe  insurance  works.  When  risks  increase,  insurers 
must  reduce  exposures  or  chance  insolvency.  Many  insurers 
offer  less  coverage  or  flee  the  market.  Similar  problems  exist 
for  earthquake  and  homeowners'  insurance  in  California. 


Part  of  a  series  on  important  public 
policy  issues  from 
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Homeowners  without  insurance  can't  get  a  mortgage, 
which  affects  home  construction  and  real  estate  sales. 

After  the  hurricane,  the  Florida  Legislature  established 
a  Joint  Underwriting  Association  (JUA)  for  homeowners 
who  could  not  get  insurance  privately.  Additionally,  a  state 
Catastrophe  Fund  was  created,  which  obtained  IRS  tax-free 
status.  By  1995  the  JUA  had  swelled  to  715,000  homeown- 
ers, representing  $46  billion  in  exposure.  The  gravely 
underfunded  JUA  was  no  longer  viable.  Something  had  to 
be  done  to  make  the  JUA  solvent  and  expand  the  private 
insurance  market  for  Florida  cit- 
izens. We  passed  legislation  to 
give  insurers  more  flexibility 
with  deductibles,  co-payments 
and  incentives  to  move  home- 
owners out  of  the  JUA.  Most 
important,  we  are  taking  steps 
to  establish  adequate  funding 
for  the  Catastrophe  Fund. 

The  problem  isn't  com- 
pletely solved,  however.  Poten- 
tially gigantic  losses  require  fed- 
eral involvement.  The  Natural 
Disaster  Coalition  is  developing 
a  federal  proposal  that  would 
act  as  a  safety  net  to  keep  pri- 
vate insurance  at  the  core  of  the 
solution.  This  would  be  a 
deficit-neutral  mechanism  to 
fund  personal  and  commercial  insurance  losses  from  hurri- 
canes, earthquakes,  volcanic  eruptions  and  tsunami.  People 
who  choose  to  live  in  high-risk  areas  would  pay  more. 

Planning  for  disasters  with  mitigation  and  better 
funding  mechanisms  is  only  prudent.  Such  efforts  could 
also  help  reduce  federal  disaster  spending,  which  has  cost 
each  taxpayer  $42  annually  from  1988  through  1994. 
Already,  federal  disaster  funding  was  reduced  25%  from 
1992  to  1994.  As  a  result,  more  responsibility  for  disaster 
relief  is  expected  to  fall  to  individuals  and  communities  in 
the  future.  ■ 

Planning  for  Catastrophes 

The  potential  for  a  massive  catastrophe  should  not  be  ignored.  We 
must  acknowledge  the  threat  and  plan  realistically  for  the  future. 
A  multifaceted  solution  will  be  needed,  involving  all  segments  of 
society.  We  must  not  wait  any  longer  to  address  this  issue. 


John  F.  Cosgrove  (D-119), 

Insurance  Committee 

Chairman,  Florida  House 

of  Representatives 

"The  problem  isn't 
completely  solved.  A  federal 
mechanism  also  is  needed." 
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For  more  information  about  catastrophe  management 
contact  the  Insurance  Institute  for  Property  Loss 
Reduction,  617-722-0200. 


CNA  is  the  sixth-largest  insurance  organization  in  the  U.S.  based  on 
the  1994  net  written  premiums  of  member  companies.  It  is  a  multi-line 
insurer  with  nearly  100  years  of  expertise,  assets  of  $45.9  billion  and 
stockholders'  equity  of  $5.1  billion  as  of  March  31, 1995.  CNA  is  a  reg- 
istered service  mark  of  the  CNA  Financial  Corporation. 


THE  AMERICAS 


By  Kerry  A.  Dolan,  Stephen  S.  Johnson  and  Joel  Millman 

New  names  this  year 


Roberto  Egydio 
Setubal  (top  left) 
Runs  Banco  Itau. 
Olavo  Egydio 
Setubal  (top  right) 
President  of 
Itausa,  holding 
company  for  a 
$4.5  billion 
conglomerate. 
Eudoro  Villela  (left) 
Scientist  turned 
banker. 


BRAZIL 

Villela  family 
Setubal  family 

The  Villelas  and  the  Setubals  together 
own  a  majority  ol  Sao  Paulo-based 
Investimentos  Itai  '  \.  Itausa  for 
short.  It  has  interes  in  everything 
from  banking  to  coi  mter  equip- 
ment to  petrochemical  -!ct  worth: 
about  $4.5  billion. 

The  Villelas  were  original  medical 
scientists.  Eurico  Villela  hei^  '  dis- 
cover the  deadly  Chagas'  disea.s  his 
son  Eudoro  Libanio  Villela,  89  this 
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summer,  spent  four  years  in  Paris  in 
the  1930s  as  a  researcher  for  Madame 
Marie  Curie.  In  1945  Eudoro  went  to 
work,  at  Banco  Central  de  Credito, 
which  was  founded  by  his  father-in- 
law,  Alfredo  Egydio  de  Souza  Aran  ha, 
that  same  year. 

In  1959  Alfredo's  nephew,  Olavo 
Egydio  Setubal,  took  the  helm  at  the 
bank.  He  had  been  running  his  fami- 
ly's business,  Deca,  a  manufacturer  of 
bathroom  fixtures. 

"He  [Setubal]  was  a  businessman, 
whereas  my  father  was  a  doctor,"  says 
Maria  de  Lourdes  Villela,  Eudoro's 
second  child.   Known  as  Milu,  she 


heads  Sao  Paulo's  Museum  of  Mod- 
ern Art. 

The  merger  of  finance  and  faucets 
was  propitious:  Today  Itausa  is  not 
only  a  top  bank  but  also  has  a  mam- 
moth manufacturing  conglomerate, 
Duratex,  one  of  the  world's  biggest 
exporters  of  hardboard.  Its  bathroom 
fixtures  division,  Deca,  is  now  one  of 
the  biggest  in  Brazil. 

Olavo,  who  served  in  the  1970s  as 
mayor  of  Sao  Paulo  and  in  the  1980s 
as  Brazil's  foreign  minister,  is  largely 
out  of  the  day-to-day  operation  of  the 
business.  Eive  of  his  seven  children 
(ranging  in  age  from  33  to  45  years 
old)  hold  executive  positions 
throughout  the  Itausa  empire.  The 
family  owns  about  23%  of  Itausa,  a 
stake  worth  $1.2  billion. 

As  for  the  Villelas,  a  new  generation 
(two  children  each  from  Milu  and  her 
deceased  brother  Alfredo)  is  in  train- 
ing to  manage  the  family's  $1.8  bil- 
lion-plus fortune.  -J.M. 

Larragoiti  family 

Rio  de  Janeiro's  Larragoiti  family 
owns  Sul  America,  Latin  America's 
biggest  life  and  health  insurance  com- 
pany, with  annual  premium  income  of 
$2.5  billion.  Sul  America  owns  big 
stakes  in  Copesul,  Brazil's  third-big- 
Forbes  ■  July  17,  1995 
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gest  petrochemical  refiner;  Fosfertil, 
the  country's  top  producer  of  fertiliz- 
er ingredients;  and  Supergasbras,  the 
number  two  distributor  of  bottled 
gas.  Sisters  Beatriz  and  Ema  Larra- 
goiti,  both  in  their  sixties,  control  52% 
of  the  group's  $560  million  in  capital. 


Beatriz  and  Patrick  Larragoiti 
Beatriz,  with  her  sister, 
Ema,  controls  Sul  America, 
Latin  America's  largest 
insurer.  Son  Patrick,  now  a 
vice  president,  is  being 
groomed  to  take  the  helm. 


Ema  Larragoiti,  the  comtesse  de 
Pourtales,  spends  most  of  the  year 
with  her  husband  in  a  chateau  near 
Orly,  France.  Sister  Beatriz's  son,  Pat- 
rick, 35,  is  being  groomed  to  run  the 
show.  Estimated  net  worth:  just  over 
$1  billion.  -J.M. 


MEXICO 

Garza  Calderon  family 

In  the  wake  of  Mexico's  financial 
crisis,  15  Mexicans  who  were  on  our 
billionaires  list  last  year  aren't  there 
this  year.  But  here's  a  new  name: 
Javier  Garza  Calderon.  Last  summer 
his  Monterrey-based  Grupo  Domos 
bought  49%  of  Cuba's  archaic  tele- 
phone system  for  around  $350  mil- 
lion. In  April  Domos  sold  a  25%  stake 
in  its  telecom  unit  (which  holds  the 
Cuba  investment)  to  Italy's  Stet  for 
$291  million,  valuing  Javier  Garza's 
stake  at  some  $870  million. 

Javier  Garza  Calderon,  46,  is  the 
son  of  Javier  Garza  Sepulveda,  whose 
Grupo  Gentor  tried  in  1991  to  take 
over  his  cousin's  Monterrey- based 
Valores  Industriales  S.A.,  the  holding 
company  for  big  beer  brewer  Femsa. 
The  bid  failed,  but  the  Javier  Garzas 
made  a  bundle  selling  their  stock  back 
to  visa  for  $428  million. 

Beyond  telecommunications, 

Grupo  Domos  has  a  joint  venture  with 
Browning-Ferris  Industries  to  collect 
garbage  in  Monterrey  and  is  negotiat- 
ing to  develop  prime  Havana  proper- 
ties and  8  miles  of  pristine  Caribbean 
beachfront  at  Cuba's  Cayo  Largo. 
Javier  Garza  Calderon  may  take  Grupo 
Domos  public  next  year.  Estimated 
net  worth :  $  1  billion .  -K.  D . 


ARGENTINA  Perez  Companc  family  2.2  Diversified 

Gregorio  Perez  Companc,  60,  sister  Alicia,  75,  and  other  family  members  own  about  55%  of  Compania 
Naviera  Perez  Companc,  one  of  Argentina's  strongest  industrial  conglomerates  (estimated  sales,  $1.15 
billion).  Active  in  energy,  electricity  and  telecommunications. 

Bemberg  family  1.4  Beer,  investments 

Majority-owned  brewer  Quilmes  Industrial— already  big  in  Argentina,  Bolivia,  Chile,  Paraguay  and  Uru- 
guay—joined with  Canadian  buyout  firm  Onex  to  launch  an  unsuccessful  $1.7  billion  hostile  takeover  bid 
for  Canada's  John  Labatt  Ltd. 

Roberto  Rocca  and  family  1.2  Diversified 

Techint  Group  began  as  a  steelmaker  in  1946,  but  Rocca,  now  73,  expanded  into  oil,  railroads  and  toll 
roads.  Techint  has  a  majority  stake  in  Siderca,  world's  second-largest  maker  of  stainless  steel  pipe,  and  5% 
of  telecommunications  company  Telefonica,  a  stake  recently  worth  $295  million. 

BRAZIL  Antonio  Ermirio  de  Moraes  and  family  4.0  Diversified 

De  Moraes,  67,  runs  Votorantim,  Brazil's  largest  conglomerate  (estimated  sales,  $3.7  billion),  which 
includes  a  cement  producer  and  a  bank,  plus  interests  in  mining,  orange  juice,  chemical  production  and 
pulp  and  paper.  Family  owns  96%  of  the  company. 
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BRAZIL  Julio  Rafael  de  Aragao  Bozano  2.3  Financial  services,  diversified 

Has  trimmed  payrolls  at  financial  services  combine  Grupo  Bozano,  Simonsen,  while  increasing  its  stakes  in 
Brazilian  mining  and  steel  companies.  The  group,  with  estimated  net  worth  of  $3.5  billion,  also  has 
interests  in  agribusiness  and  real  estate.  Bozano  owns  65%. 

Roberto  Marinho  2.0  Media 

89-year-old  owner  of  Globo,  with  a  national  TV  network,  radio  network  and  leading  newspaper,  0  Globooi 
Rio  de  Janeiro  (estimated  revenues,  over  $1.1  billion).  Early  supporter  of  former  Brazilian  President 
Fernando  Collor  de  Mello,  who  was  impeached  for  corruption. 

Villela  family  1.8  Banking,  diversified 

Descendants  of  Eurico  Villela,  a  prominent  scientist  from  an  aristocratic  Portuguese  family  whose  son 
married  into  founding  family  of  predecessor  to  Investimentosltau.SA,  now  Brazil's  second-largest  private 
banking  group.  (See  above.) 

Leon  Feffer  and  family  1.6  Diversified 

Feffer,  92,  and  son  Max,  67,  together  own  nearly  100%  of  Nemofeffer  S.A.,  a  $1.1  billion  (sales) 
conglomerate  with  interests  in  pulp  and  paper,  commercial  printing,  tin  mining  and  petrochemicals.  The 
elder  Mr.  Feffer  still  goes  to  work  every  day. 

Camargo  family  1.4  Construction 

Dirce  Navarro  de  Camargo  Penteado  inherited  control  of  construction  conglomerate  Camargo  Correa  when 
husband  Sebastiao  Camargo  died  last  August.  Camargo  Correa,  a  big  public  works  contractor,  is  looking  to 
the  private  sector  as  the  Brazilian  government  cuts  spending. 

Olavo  Setubal  and  family  1.2  Banking,  diversified 

Second-largest  shareholders  (after  Villela  family)  in  Investimentos  Itau.  (See  above.) 


Larragoiti  family  1.0  Insurance 

Owns  Latin  America's  largest  insurance  company,  Sul  America.  (See  above.) 


CANADA  Kenneth  R.  Thomson  6.5  Media,  retailing,  real  estate 

Toronto-based  Thomson  Corp.  owns  185  U.S.  and  Canadian  newspapers,  including  Toronto's  Globe  & 
Mail  and  highly  profitable  leisure  travel  business.  Thomson,  70,  also  has  22%  of  Hudson's  Bay  Co.,  the 
department  store  chain,  and  64%  of  developer  Markborough  Properties. 

Irving  family  3.5  Diversified 

Patriarch  Kenneth  C.  died  in  1992,  leaving  closely  guarded  empire  to  three  sons.  James  U.K.),  66,  runs 
forest  products;  Jack,  62,  runs  shipping  and,  with  J.K.,  also  oversees  New  Brunswick  Publishing  Co.; 
Arthur,  63,  runs  Irving  Oil  (refining,  tankers  and  gas  stations). 


Andronico  Luksic 
The  planned  holding 
company  for  the 
family's  financial 
interests  will  very 
likely  be  listed  on 
the  New  York  Stock 
Exchange. 
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Carlos  Ardila  Lulle 
Planning  a  $150 
million  expansion 
of  his  Bogota 
brewery  and  a 
second  brewery 
in  northern 
Colombia. 
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SOME  PEOPLE  ARE  JEALOUS  OF  GREG  NORMAN'S  TROPHY  CASE. 
OTHERS,  HOWEVER,  ARE  ENVIOUS  OF  HIS  GARAGE. 


You  might  think  that  Greg  Norman's  most  prized  possession  stays  under  lock  and  key. 
Actually,  he'd  much  rather  take  it  for  a  spin  than  keep  it  under  glass.  Greg's  Chevy 
Suburban  has  no  equal  in  comfort,  capacity  and  available  power.'  Its  roomy  interior 
comfortably  seats  up  to  nine,  while  its  V8  engine  provides  unmatched  towing  power  to 
complement  its  enormous  cargo  capacity.  It  doesn't  just  get  attention,  it  commands 
respect,  no  matter  if  you're  on  a  busy  freeway  or  a  desolate  back  road.  Greg,  alter  all, 
has  always  prided  himself  on  his  ability  to  handle  the  rough.  C  "£ vy  AROCK 
Chevy,  the  most  dependable,  longest-lasting  trucks  on  the  road.  ^^mtf^ 

For  a  tree  product  brochure  call  1-800-950-2438.  'Excludes  other  GM  vehicles.  tWhen  properly  equipped.  "Dependability 
based  on  longevity:  1984-1993  full-line  truck  company  registrations.  Excludes  other  GM  divisions.  The  Chevrolet  Emblem  and  Suburban 
are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1995  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 
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Charles  Bronfman  2.2  Seagram 

Charles  and  American  brother  Edgar  own  combined  32%  of  Seagram  Co.,  the  spirits  and  beverage 
giant.  Seagram,  under  Chief  Executive  Edgar  Jr.,  sold  24%  stake  in  Du  Pont  to  buy  80%  of  entertain- 
ment conglomerate  MCA  from  Matsushita  Electric  for  $5.7  billion. 

Galen  Weston  1.1  Food 

Owns  57%  of  food  and  grocery  giant  George  Weston  Ltd.  Divides  time  between  Canada  and  Europe, 
playing  polo  with  his  team,  the  Maple  Leafs,  whose  players  sometimes  include  Prince  Charles.  Also 
developing  two  golf  resorts  in  Vero  Beach,  Fla. 

Anacleto  Angelini  3.0  Diversified 

Italian-born  Angelini,  81,  was  awarded  Chilean  citizenship  last  year.  Besides  owningdirect  30%  stake  in 
conglomerate  Copec,  he  also  controls  the  30%  owned  by  New  Zealand  papermaker  Carter  Holt  Harvey, 
now  majority-owned  by  U.S.  giant  International  Paper. 

Andronico  Luksic  and  family  2.4  Diversified 

Luksic,  68,  heads  group  with  holdings  in  mining,  banking  and  telecommunications.  Grupo  Luksic  and 
Southwestern  Bell  are  partners  in  Santiago-based  VTR  Telecommunications. 


Matte  family  2.3  Banking,  paper 

CM  PC,  the  family-controlled  pulp  and  paper  goods  maker,  has  seen  its  stock  rise  19%  this  year  thanks 
to  rising  pulp  and  paper  prices.  In  late  1994  the  Mattes'  Banco  Bice,  owned  jointly  with  Rothschild 
family  (which  see),  became  the  first  Chilean  bank  holding  company. 

COLOMBIA  Luis  Carlos  Sarmiento  Angulo  1.4  Diversified 

Built  fortune  through  construction  and  then  banking.  Now  venturing  into  telecommunications  through 
majority  stake  in  Cocelco,  a  cellular  telephone  firm  operating  in  western  Colombia.  Future  plans  include 
purchasing  a  TV  station  and  entering  the  long  distance  telephone  market. 

Julio  Santo  Domingo  and  family  1.2  Beer,  diversified 

Santo  Domingo,  69,  oversees  group  with  interests  in  beer  (Bavaria),  banking  (Banco  Antioqueno),  the 
national  airline  (Avianca)  and  much  else.  Celumovil,  his  cellular  telephone  venture  in  Colombia  with 
AT&T's  McCaw  Cellular,  is  flourishing  beyond  expectations. 

Carlos  Ardila  Ltille  1.0  Soft  drinks,  diversified 

Began  with  local  soft  drink  bottler,  married  owner's  daughter  and  fought  for  shelf  space  against  Coke 
and  Pepsi— until  picking  up  Pepsi  bottling  franchise  in  1950s.  Recently  launched  Cerveceria  Leona, 
challenging  the  beer  monopoly  held  by  Santo  Domingo  (which  see). 

MEXICO  Carlos  Slim  Helu  and  family  3.7  Diversified 

In  wake  of  peso  crash  Slim,  55,  lent  spare  U.S.  dollars  from  his  Grupo  Carso  web  of  companies  to  banks 
at  short-term  rates  of  60%;  he  also  bought  up  shares  of  cheap  Mexican  stocks.  Through  Carso  he 
controls  $6.9  billion  (projected  1995  sales)  Telefonos  de  Mexico. 

Alejo  Peralta  and  family  2.3  Industry,  telecommunications 

Peralta's  Grupo  lusacell,  the  cellular  telephone  subsidiary  of  private  industrial  combine  IUSA,  was 
dropped  by  Sprint  as  a  likely  partner  for  long  distance  service  in  Mexico.  However,  Bell  Atlantic 
increased  its  lusacell  stake  from  23%  to  nearly  42%  last  August. 

Jorge  Larrea  1.7  Mining 

In  1990  Larrea,  who  made  his  first  fortune  in  construction,  came  up  with  nearly  $500  million  to  buy  the 
La  Cananea  copper  mine.  Larrea,  79,  owns  over  half  of  Grupo  Mexico,  whose  Medimsa  unit  is 
part-owned  by  the  U.S. -based  Asarco.  Medimsa  produces  98%  of  Mexico's  copper. 

Emilio  Azcarraga   ?«lmo  and  family  1.6  Media 

Azcarraga's  Grupo  Te  isa  not  only  dominates  the  Mexican  TV  market  but  distributes  programming  and 
magazines  to  most  of  th  Spanish-speaking  world.  In  wake  of  peso  devaluation  Televisa's  stock  has  fallen 
44%  since  its  alltime  high  in  February  1994. 
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DUNWP  D65  H  TOURING 

No  Other  "H"  Rated  Touring  Performance  Tire 
is  .Designed  to  Last  LonggrS 


The  new  Dunlop  D65 


as  a  treadwear 


Grading  for  an  "H"  rated  touring  performance  lire.  T/ici/ 
means  it's  built  to  last.  But  that's  only  half  the  story.  It's 
also  designed  to  deliver  both  gripping  performance  and 
long  mileage.  It's  two  tires  in  one. 

The  D6.5  H  Touring  is  a  true  performance  radial  ... 
"//"  rated  for  long-lasting  durability,  excellent  wet 
and  dry  handling,  and  epoxy-like  grip.  Everything 
you'd  expect  from  a  performance  tire. 


At  the  same  time,  the  ail-season  D65  H  Touring 
delivers  a  smooth,  quiet,  comfortable  ride-mile  after 
mile  after  mile.  That's  why  Dunlop  has  bached  it  with 
a  60,000  mile  limited  treadwear  warranty'' 

For  your  nearest  Dunlop  Dealer,  look  in  the  Yellow 
Pages  or  call  I -800-548-17  H. 

Driving  To  The  Future 

•  See  limited  miltane  warranty  bioclwic  lot  lull  details. 


THE  AMERICAS 


MEXICO  Alberto  Bailleres  1.5  Mining,  diversified 

Bailleres,  62,  has  majority  stakes  in  silver  mining  company  Industrias  Penoles  and  in  the  swank  Mexican 
department  store  chain  Palacio  de  Hierro.  Thanks  to  a  rise  in  silver  prices,  Penoles  stock  defied  the  bolsa 
and  rose  36%  so  far  this  year. 

Lorenzo  Zambrano  and  family  1.4  Cement 

Under  Zambrano,  51 ,  cement  giant  Cemex  continues  to  expand  international  operations,  which,  in  wake  of 
peso  crisis,  provided  much-needed  cash  to  help  cover  interest  rate  payments  on  its  $3.1  billion  of 
dollar-denominated  debt. 

Bernardo  Garza  Sada  and  family  1.2  Diversified 

AT&T  decided  last  fall  to  join  Alfa,  run  by  Bernardo's  41-year-old  nephew  Dionisio,  to  compete  in  the 
Mexican  long  distance  telephone  market  beginning  in  1997.  Alfa  has  interests  in  steel,  petrochemicals  and 
processed  food. 

Pablo  Aramburuzabala  Ocaranza  1.0  Beer 

Son  of  cofounder  of  brewer  Modelo,  famous  for  Corona  brand.  Sits  on  the  board  of  Anheuser-Busch,  which 
paid  $477  million  for  17.7%  of  Modelo  in  1993.  By  year-end  1997  the  St.  Louis  beer  giant  is  expected  to 
exercise  an  option  to  up  its  stake  to  50%. 

Jeronimo  Arango  1.0  Retail 

69-year-old  founder  and  chief  executive  of  Mexico's  largest  retailer,  Cifra  (estimated  1995  sales,  $2.2 
billion).  Through  joint  venture,  Wal-Mart  and  Cifra  operate  69  stores  in  Mexico.  The  peso  devaluation 
prompted  Wal-Mart  to  suspend  for  now  its  expansion  in  Mexico. 


\ 


Carlos  Slim  Helu 

By  January  1997  Telefonos  de  Mexico  will  have 
lost  its  monopoly  on  Mexico's  long  distance  man 
ket.  So  Telmex  has  been  working  furiously  to 
prepare  for  the  coming  competitive  onslaught,  led 
by  U.S.  giants  AT&T,  MCI,  GTE  and  their  Mexican 
partners.  Slim,  whose  Grupo  Carso  controls  Tel- 
mex, has  moved  Jaime  Chico  Pardo  from  Grupo 
Carso  to  be  Telmex's  director  general.  Telmex  is 
also  seeking  regulatory  clearance  to  buy  into 
powerhouse  Televisa's  cable  TV  venture. 


Javier  Garza  Calderon  and  family  1.0  Telecommunications 

With  father  tried  to  take  over  holding  company  Grupo  Visa  in  1991.  Last  year  bought  half  of  the  Cuban 
telephone  company.  Father  Javier  Garza  Sepulveda  heads  Grupo  Gentor,  a  Monterrey-based  financial  and 
industrial  conglomerate.  (See  above.) 

VENEZUELA  Mendoza  family  1.3  Beer 

Fortune,  now  controlled  by  widows  of  founders'  sons,  built  around  Cerveceria  Polar,  with  87%  of  the 
Venezuelan  beer  market,  and  arepa,  a  cornmeal  staple.  Family  also  controls  $4  billion  (assets)  Banco 
Provincial,  one  of  country's  few  stable  banks. 

Cisneros  family  1.2  Diversified 

Ricardo,  47.  is  still  wanted  for  role  in  collapse  of  Banco  Latino  in  1994.  Brother  Gustavo,  50,  operates  out  of 
New  York  and  Caracas.  Sold  supermarket  and  department  store  chains  last  March.  Now  anticipating  1996 
launch  of  DirecTV  Latin  America,  a  satellite  TV  service. 
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Give  your  power  users 
dazzling  chip  speed, 

breathtaking  cache  and 

the  occasional 

weekend  off. 
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INTRODUCING  THE 
120  MHZ  CELEBRIS  XL." 

They  want  more  power.  They 

want  more  processors.  They  want 

more  Pee  Wee  Soccer.  Luckily, 

you  can  give  them  the  new 

Digital  Celebris  XL. 

Its  every  sub-system 

has  been  maximized 

PPoHvHv!       with  the  true  power 


W 
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user's  performance-intensive  appli- 
cations in  mind.  Hence  its  faster 
Pentium*  chip  speeds,  dual  process- 
ing capability  and  PCI  bus.  Hence 
its  64-bit  PCI  video  graphics,  plug 
and  play,  and  eye-popping  burst 
cache.  Of  course,  since  it's  a 
Celebris,  you  can  configure  it  even 
further  in  seconds  just  by  popping 
open  the  easy-access  enclosure  — 


for  installation,  to  switch  cards  or 
to  add  memory. 

The  new  Celebris  XL.  It 
helps  power  users  go  fast.  It  helps 
power  users  go  home. 

Call  1-800-DIGITAL  for  your 
nearest  reseller. 


PC 


i  Equipment  Corporation  1 995   Digital,  the  Digital  logo,  and  Ctlehm  XL  are  trademarks  of  Digital  Equipment  Corporation   Pentium  and  Intel  Inside  Pentium  I'roaaor  logo  are  registered  mdmarks  of  Inlet  Corporation  Thm-yeal  limited  hardware  warranty,  < 


The  new  Hawker  800XP  features 


SOMETHING  EVERY  EXECUTIVE  CAN  APPRECIATE. 


A  WAY  TO  GET  TO  THE  TOP  FASTER. 
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Introducing  the  new  Hawker  800XP. 

It  has  more  powerful  engines  for  more  powerful 
performance  and  range. 

Now  you  can  fly  further  out  of  high  altitude 
and  hot  temperature  environments  because  the 


Conditions 


800XP 


800        Improvement 


D  Depart  Towca,  MX. 

Kange  8445  FT.  Eur.--  @  ?f  F 


1739  NM 


1367  NM 


27.2% 


Payload 


Full  Fuel 


2020  Lbs. 


1520  Lbs. 


32.9% 


Hawker  800XP  has  new  Garrett  731-5BR  engines. 
Which  translates  to  more  of  everything.  More  speed, 
faster  climb,  higher  payloads  with  shorter  take-off  field 
length.  And  the  most  range  of  any  competitor  in  its 


class— 2,474  nautical  miles.  The  new  Hawker  800XP 
features  other  dramatic  improvements  as  well.  New 
engine  controls,  an  upgraded  environmental  control 
system,  and  improved  braking. 

By  now  you've  probably  figured  out  that  the 
"XP"  stands  for  Extended  Performance.  Something  we 
think  you'll  wholeheartedly  agree  with.  For  more 
information,  caU  1-800-866-1000. 

Raytheon  Aircraft 


Beech 


Hawker 
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EUROPE 


By  Marc  E.  Babej,  Marc  Ballon,  Graham  Button,  Kerry  A.  Dolan, 
David  S.  Fondiller  and  Esther  Wachs  Book 


New  names  this  year 
FRANCE/UNITED  KINGDOM 

Rothschild  family 

"I  have  never  doubted  that,  if  we  con- 
tinue this  way,  we  shall  become  the 
richest  men  in  Europe." — James 
Rothschild,  after  helping  to  stabilize 
the  price  of  French  government 
bonds  during  a  banking  crisis  in  1 8 1 8 . 
It  hasn't  worked  out  that  way.  After 
multiplying  the  family  fortune  many 
times  during  the  1800s  by  bankroll- 
ing, among  other  projects,  the  De 
Beers  diamond  mines  in  South  Africa, 
the  British  government's  purchase  of 
a  controlling  stake  in  the  Suez  Canal 
and  the  development  of  Russia's  Baku 
oilfields  (sold  to  Royal  Dutch/Shell 
in  exchange  for  stock  five  years  before 
the  Bolshevik  takeover),  the  Roth- 
schilds fell  behind  in  the  20th  century. 
By  1981,  when  Francois  Mitterrand's 
Socialists  nationalized  the  ailing 
Banque  Rothschild,  the  chances  of 
the  family's  ever  making  a  unified 
comeback  seemed  lost.  "A  Jew  under 


Petain,  a  pariah  under  Mitterrand," 
bank  head  Baron  Guy  de  Rothschild 
wrote  in  he  Monde  in  1982. 

But  as  if  scripted  by  Dickens,  across 
the  English  Channel  the  family's  Lon- 
don merchant  bank,  NM  Rothschild  & 
Sons  (nmr),  was  stirring.  In  1981, 
after  a  highly  publicized  split  with  his 
cousin  Jacob  (now  Lord  Rothschild), 
nmr  Chairman  Sir  Evelyn  de  Roth- 
schild recruited  Michael  Richardson 
(now  Sir  Michael)  from  stockbroker 
Cazenove  &  Co.  to  make  some  rain 
for  the  Rothschilds.  Well  connected 
to  Margaret  Thatcher,  he  won  a  large 
slice  of  the  U.K.'s  privatization  busi- 
ness, including  the  $8.8  billion  selloff 
of  British  Gas  in  1986.  nmr  has  since 
used  its  expertise  to  help  other  gov- 
ernments sell  off  their  assets;  it  has 
topped  Privatisation  International 
magazine's  advisory  league  table  in 
three  of  the  last  four  years. 

Sir  Evelyn,  now  64,  has  designated 
as  his  successor  at  nmr  his  French 
cousin,  Baron  David  de  Rothschild, 
52.  Along  with  his  French  cousin 
Eric,  David,  who  is  Guy's  son,  found- 


Sir  Evelyn  de  Rothschild 
(left)  and  Baron  David 
de  Rothschild 
Joining  forces  on  major 
financial  transactions. 


Dietmar  Hopp 
He  and  four 
other  former  IBM 
engineers  founded 
German  soft- 
ware maker  SAP 
AG  23  years  ago. 
Today  SAP  is  the 
world's  leading 
provider  of  client- 
server  applica- 
tions software. 
Market  value: 
$12  billion. 
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ed  a  new  Rothschild  bank  in  Paris  in 
1982:  Now  called  Rothschild  &  Cie 
Banque,  it  is  a  key  link  in  the  network 
known  as  the  Rothschild  Group, 
which  has  offices  throughout  Europe, 
Asia  and  Latin  America. 

As  they  did  in  the  last  century,  the 
Paris  and  London  branches  of  the 
family  are  again  joining  forces  on 
major  financial  transactions.  Last 
year,  for  example,  Rothschild  &  Cie 
and  NMR,  along  with  London  stock- 
broker Smith  New  Court  (of  which 
the  French  and  English  Rothschilds 
own  26%)  served  as  joint  lead  manag- 
er in  the  $2  billion  initial  public  offer- 
ing of  state-run  automaker  Renault. 

Apart  from  corporate  finance  work, 
the  Rothschilds  have  substantial  as- 
set-management operations — over 
$26  billion  under  management, 
mainly  through  Rothschild  Asset 
Management.  This  doesn't  include 
funds  managed  by  a  separate  group  of 
banks  controlled  by  David's  distant 
cousin  Baron  Edmond  de  Rothschild, 
68.  Edmond 's  crown  jewel  is  Banque 
Privee  in  Geneva,  with  an  estimated 
$17  billion  under  management. 

Forbes  figures  the  Rodischilds  are 
worth  at  least  $2.5  billion.  This  includes 
an  estimated  $650  million  for  their 
winemaking  assets,  most  notably  the 
Lafite  and  Mouton  vineyards  in  Bor- 
deaux. Excluded  are  their  residences  and 
tabled  art  collections.  -G.B. 

Forbes"  July  17,  1995 


Hasso 
Klaus 
Hans- 


f  SAP 

Hi  to 
itf  g( 
fili  , 


Tod 


line  \ 
Rtc< 


DOW  cl 

ft-vei 

Ut 

Karh 

sap's  : 

Kmni 

lb 

Ho| 

board 

idmi  • 
Hi 

j; 


Sflt 

m 

tin 

tin 
B.f 
sail 


GERMANY 

Dietmar  Hopp,$2.1  billion 
Hasso  Plattner,  $1.9  billion 
Klaus  Tschira,  $1.8  billion 
Hans-Werner  Hector,  $1.4  billion 

One  of  Europe's  few  highly  successful 
computer  companies  is  software  mak- 
er SAP  AG,  of  Walldorf,  Germany.  SAP 
was  founded  23  years  ago  by  five 
refugees  from  IBM,  four  of  whom  are 
still  with  the  company:  Dietmar 
Hopp,  Hasso  Plattner,  Klaus  Tschira 
and  Hans-Werner  Hector. 

Today  sap  is  Europe's  largest  appli- 
cations vendor  for  mainframe  com- 
puters, sap  went  public  on  the  Frank- 
furt Stock  Exchange  in  1988  and 
opened  its  first  U.S.  office  that 
same  year. 

Recognizing  early  that  the  personal 
computer  was  bad  news  for  main- 
frame makers,  SAP  introduced  a 
client/server  product  called  R/3;  it 
now  claims  10%  of  worldwide  client/ 
server  applications  sales. 

Last  year  the  company's  revenues 
nearly  doubled,  to  $1.2  billion,  with 
sap's  North  American  subsidiary  ac- 
counting for  approximately  a  third  of 
the  total. 

Hopp,  55,  chairs  sap's  managing 
board  and  is  responsible  for  financial 
administration  and  business  strategy. 
His  two  sons,  Oliver  and  Daniel,  own 
5.2%  of  the  company. 
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Plattner,  5 1 ,  serves  as  deputy  chair- 
man and  gets  credit  for  developing 
the  R/3  system. 

Tschira,  54,  develops  sap's  human 
resources  software.  Hector,  55,  over- 
sees worldwide  training  and  will  move 
to  the  supervisory  board  later  this 
year.  Together  the  foursome  owns 
76%  of  the  company's  common  stock 
along  with  20%  of  its  preferred 
shares.  -D.S.F. 

Jahr  family 

This  $2  billion  publishing  fortune  got 
started  in  1947,  when  John  Jahr  Sr. 
teamed  up  with  Axel  Springer  to 
launch  a  women's  magazine. 

In  1965  Jahr  joined  forces  with 
printer  Richard  Gruner  and  publisher 
Gerd  Bucerius  to  form  Gruner  & 
Jahr.  Today  the  Gruner  &  Jahr  Group 
(sales,  $2.6  billion)  publishes  80  mag- 
azines— including  Stern  and  Capi- 
tal— and  ten  newspapers.  Last  year 
the  company  acquired  seven  women's 
magazines  from  the  New  York  Times 
Co.,  including  Family  Circle  and 
McCaWs. 

The  Jahr  family  owns  25.1%  of  G&j; 
the  Mohn  family's  (seep.  212)  Bertels- 
mann AG  holds  the  rest.  John  Jahr  Sr. 
died  in  1991,  leaving  four  actively 
involved  heirs:  John  Jr.,  62;  Michael, 
57;  Angelika,  54;  and  Alexander,  56. 
Their  other  interests  include  banks 
and  real  estate.  -D.S.F. 


Reinhold  Wurth 

World's  largest  supplier  of  screws. 


Reinhold  Wurth 
and  family 

Reinhold  Wurth  took  over  a  tiny 
screw  distributorship  in  1954.  He  was 
19  and  his  father  had  just  died.  "I  had 
not  the  time  to  think  about  responsi- 
bilities and  burdens  because  I  became 
the  one  who  had  to  care  for  the 
family,"  he  recalls. 

Care  he  did.  Today  privately  owned 
Adolf  Wiirth  Group,  based  near 
Stuttgart,  is  the  world's  largest  dis- 
tributor of  screws  and  accessories. 
With  17,000  employees  in  over  50 
countries,  Wiirth  earned  $191  mil- 
lion ( pretax )  on  sales  of  $2 . 3  billion  in 
1994.  Reinhold  Wiirth,  now  60  and 
worth  at  least  $1  billion,  stepped 
down  from  active  management  early 
last  year.  His  collection  of  contempo- 
rary art  includes  some  2,700  paint- 
ings, drawings,  sculptures  and  prints 
by  such  artists  as  Chagall,  Picasso, 
Miro  and  Christo.  -D.S.F. 

IRELAND 

John  T.  Dorrance  III 

Following  the  death  of  Campbell 
Soup  Co.  heir  John  (Jack)  Dorrance 
Jr.  in  1989,  several  relatives  wanted  to 
put  the  firm,  a  perennial  stock  market 
laggard,  on  the  block.  But  John  T. 
(Ippy)  Dorrance  III,  grandson  of 
founder  John  T.  Dorrance  Sr.,  and  his 
two  siblings  refused  to  sell.  Ippy  rep- 
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resented  his  siblings  on  a  search  com- 
mittee that  recruited  as  chief  executive 
David  Johnson,  who  had  turned 
around  Gerber  Products.  Under  John- 
son, earnings  surged  and  Campbell's 
stock  rose  from  a  split-adjusted  25Vfe  in 
January  1990  to  a  recent  50.  Result: 
Ippy  has  seen  the  value  of  his  shares 
grow  from  around  $660  million  to 
some  $1.3  billion.  Why  isn't  he  among 
the  U.S.  billionaires  on  page  136? 
Voting  with  his  passport  against  U.S. 
taxes,  he  has  renounced  his  U.S.  citi- 
zenship and  become  a  citizen  of  tax- 
friendlier  Ireland.  He  lives  in  Ireland, 
the  Bahamas  and  Wyoming.       -G.B. 

SCANDINAVIA 

Maersk  McKinney  Moller 

Considered  by  some  the  "Rockefeller 
of  Denmark,"  Maersk  McKinnev 
Moller,  82,  controls  $5  billion  (1994 
sales)  A.P.  Moller  Group.  It  was 
founded  by  his  father,  Arnold  P. 
Moller,    in    1904,    and    owns    the 


world's  largest  fleet  of  container  ships 
(100  vessels,  many  with  "Maersk 
Line"  on  their  hulls);  a  small  airline, 
Maersk  Air;  and  Danish  Under- 
ground Consortium,  a  joint  venture 


Maersk  McKinney 
Moller 

In  the  1960s 
Moller  helped 
secure  an  oil  and 
gas  concession 
from  the  govern- 
ment to  explore 
the  North  Sea. 
Today,  the  Dan- 
ish Underground 
Consortium  pro- 
duces enough  oil 
and  gas  to  meet 
all  of  Denmark's 
domestic 
demand. 


with  Shell  and  Texaco  that  produce: 
oil  and  gas  in  the  Danish  part  of  thel 
North  Sea.  Two  of  Moller's  daugh  [ 
ters  sit  on  the  group's  board.  Estimat 
ed  net  worth:  $2.5  billion.        -M.BI 


FRANCE 
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Gerard  Mulliez  and  family  4.8  Retailing,  mail  order 

Mulliez,  64,  runs  $17  billion  (estimated  sales)  Auchan  retail  empire.  Auchan  opened  a  75,000-square-foot 
shopping  center  in  Luxembourg  and  plans  to  enter  Poland.  The  Mulliez  family  also  owns  45%  of  Trois 
Suisses,  France's  second-largest  mail-order  company. 

Liliane  Bettencourt  4.6  Cosmetics 

Heiress  to  the  L'Oreal  cosmetics  fortune,  Bettencourt,  72,  rejoined  the  board  of  the  $9  billion  (sales) 
company  in  May.  The  move  came  after  the  resignation  of  Liliane's  husband,  Andre  Bettencourt,  amid  fresh 
revelations  of  his  Vichy  past. 

Seydoux/Schlumberger  families  3.2  Diversified 

Jerome  Seydoux,  60,  has  turned  around  textile  and  media  conglomerate  Chargeurs  S.A.,  which  posted  a 
$68  million  profit  in  1994,  versus  a  prior-year  loss  of  $17  million.  Family  still  holds  an  estimated  15%  of  oil 
giant  Schlumberger  Ltd.  (1994  sales,  $6.7  billion). 

Denis  Defforey  and  family  2.6  Retailing 

Carrefour  cofounder  Defforey  stepped  down  as  chairman,  but  he  and  the  family  still  own  about  20%  of  the 
hypermarket  empire  (975  stores,  including  223  hypermarkets,  in  ten  countries).  Since  1994  Carrefour  has 
opened  two  hypermarkets  in  Mexico. 

Alain  Wertheimer  and  family  2.0  Luxury  goods 

Hit  by  a  decline  in  perfume  sales,  Chanel's  revenues  slipped  to  an  estimated  $900  million  from  around  $1 
billion  in  1993.  Chanel  boss  Alain,  46,  is  grandson  of  Pierre  Wertheimer,  who  joined  Gabrielle  (Coco) 
Chanel  in  1924  to  sell  her  Chanel  No.  5  fragrance. 

Philippe  Bouriez  and  family  1.8  Retailing 

Bouriez,  61,  head  of  Cora  retail  group,  settled  a  feud  with  cousin  Marc  Heynderickx  over  Louis  Delhaize 
group,  Belgium's  third-largest  grocery  retailer.  Joining  forces  last  year,  Bouriez  and  Heynderickx,  with  a 
combinec  "0%  stake,  took  over  as  joint  managing  directors. 
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ll  Hi, 


Centuries 


more  information 


Law  S:  Legislation 


for  tourism 


Development  in  tbe 


republic  of  Panama, 


Write  or  call  us  at 


Panama  Tourism 
Institute 


(I  PAT) 


P.O.  Box  ^21 


\ima  City  5,  Panama 


>. 26-7000  /  226-4002 


1226-3483     226-6X56 


if 


*     * 


gold 

seekers 

came 


unexpectedly 

|  This  time  we 
are  inviting 
them. 


Panama  has  been  a  land  of  golden  opportunities  for 
centuries.  Tbe  world's  meeting  place  and  the  most 
important  crossroad  of  world  commerce,  now  more  than 
ever  we  are  welcoming  visitors  from  all  over  tbe  world. 

So  if  you  are  thinking  of  doing  business  in  Latin 
America,  now  you  have  tbe  opportunity  of  investing  in  a 
country  with  a  broad  range  of  incentives,  coupled 
with  expertise  in  world  business. 

Tbe  newly  enacted  legislation  for  tourism  development  in 
Panama  offers  investors  a  wide  range  of  fiscal 
incentives  for  tourist  facilities.  Exemptions  on  capital 
taxes,  duties,  fees,  property  and  income  taxes,  will  aUow  you 
to  nurture  your  investment  in  tourism  facilities  in  a 
growing,  stable,  democratic  country,  with  minimum 
inflation  and  no  currency  devaluation,  located  right  in  tbe 
middle  of  tbe  Americas. 

Here  you  will  find  a  world  renowned  financial  center  with 
over  $35  billion  dollars  in  deposits,  and  more  than  120  banks, 
as  weU  as  excellent  communication  infrastructure,  tbe 
world's  second  largest  dutyfree  zone,  convention  facilities,  a 
world-class  airport,  jungles,  beaches,  historic  ruins,  Indian 
cultures,  tbe  Panama  Canal,  eco-adventure  environment, 
and  many  more  attractions  that  are  making  Panama  a 
growing  tourist  destination. 


te 


want  more  information  on  Law  8:  Legislation  for  Tourism  Development  in  Panama. 
Address 


Zip  Code 


Country 
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FRANCE  Paul-Louis  Halley  and  family  1.6  Retailing 

Under  Halley,  60,  Promodes  last  year  signed  a  partnership  and  franchising  agreement  with  Moroccan 
conglomerate  Omnium  Nord  Africain  (ONA).  The  Halley  family  owns  41%  of  Promodes. 

Peugeot  family  1.6  Automobiles 

French  carmaker  Peugeot  Citroen,  23%  owned  by  the  Peugeot  family,  returned  to  profitability  last  year, 
thanks  largely  to  improved  productivity  and  the  success  of  the  Xantia  model  and  the  306  diesel-powered 
hatchback.  The  company  is  investigating  making  cars  in  the  U.S. 

Serge  Dassault  and  family  1.4  Aerospace,  electronics,  investments 

Qatar's  purchase  of  Mirage  2000-5  fighter  aircraft  helped  $2.5  billion  (revenues)  Dassault  Aviation  S.A. 
absorb  the  shock  of  shrinking  defense  budgets.  Headed  by  Serge,  70,  the  family  also  has  holdings  in 
electronics,  communications  and  pharmaceuticals. 

Michel  David-Weill  and  family  1.4  Banking 

David-Weill,  62,  heads  Lazard  Freres  banking  empire,  anchored  by  three  semiautonomous  operations 
based  in  New  York,  London  and  Paris.  Last  year  was  gangbusters  for  its  mergers  and  acquisitions  group, 
which  advised  on  deals  worth  a  total  of  $128  billion. 

Vuitton  family  1.0  Luxury  goods 

Henry  Recamier,  who  married  into  the  Vuitton  family,  lost  control  of  LVMH  Moet  Hennessy  Louis  Vuitton  in 
a  power  struggle  in  1990.  He  stepped  down  as  head  of  struggling  luxury  goods  startup  Orcofi  in  1993.  The 
Vuittons  still  have  a  majority  stake  in  Orcofi. 

FRANCE/  Rothschild  family  2.5  Banking,  wine 

UNITED  The  name  still  connotes  high  style  and  unspeakable  luxury,  but  in  recent  years  two  family  branches  have 

KINGDOM  joined  forces  to  strengthen  their  global  financial  presence  and  prove  that  high-quality,  independent 

merchant  banks  can  thrive  in  a  world  of  behemoths.  (See  above.) 


Hans  Joachim  Langmann 
After  marrying  into  Germany's  Merck 
family  in  the  1950s,  Langmann  fought  to 
keep  control  of  his  in-laws'  namesake 
pharmaceutical  company,  Darmstadt- 
based  E.  Merck  (split  off  from  the  U.S.' 
Merck  &  Co.  after  WWI).  Today,  with 
retirement  beckoning,  Langmann 
hopes  to  raise  between  $1.4  billion  and 
$1.8  billion  by  selling  25%  of 
privately  owned  E.  Merck  to  the  public. 


GERMANY 


Karl  and  Theo  Albrecht  7.5  Retailing 

Reclusive  founders,  now  retired,  of  Aldi  deep-discount  supermarket  empire  (estimated  sales,  $24.9 
billion).  Theo's  sons,  Theo  Jr.  and  Berthold,  run  one  of  Aldi's  two  regional  units.  In  the  past  year  Aldi  has 
come  under  pressure  from  rival  Lidl  &  Schwarz.  (See  below.) 

Johanna,  Susanne  and  Stefan  Quandt  7.3  Automobiles 

Herbert  Quandt  and  brother  Harald  rescued  BMW  from  bankruptcy  in  1959.  Herbert's  widow,  Johanna, 
68,  and  children,  Susanne  and  Stefan,  still  own  over  48%  of  BMW,  which  has  successfully  absorbed  its 
1994  acquisition  of  Rover  and  is  now  said  to  be  eyeing  Rolls-Royce. 
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Haniel  family  6.4  Diversified 

The  239-year-old  industrial  conglomerate  Franz  Haniel  &  Cie.  GmbH  (sales,  $12.7  billion)  offers  every- 
thingfrom  building  materials  and  drugs  to  environmental  consulting  services.  Family  also  owns  one-third  of 
wholesaler/retailer  Metro  (see  Otto  Beisheim,  below),  and  much  else. 

Erivan  Haub  5.6  Retailing 

Owner  of  one  of  Germany's  largest  supermarket  chains,  the  Tengelmann  Group  (sales,  $32.4  billion), 
which  holds  53%  of  A&P  in  the  U.S.  Karl-Erivan  Haub,  35,  is  chosen  successor  at  Tengelmann,  while 
31-year-old  Christian  is  president  of  A&P. 

Merck  family  5.0  Pharmaceuticals,  chemicals 

Pharmaceutical  and  chemical  maker  E.  Merck  hopes  to  raise  $1.4  billion  to  $1 .8  billion  by  floating  25%  of 
its  stock  to  the  public.  Chairman  Hans  Joachim  Langmann,  72,  who  married  into  the  family,  plans  to  use 
the  proceeds  to  finance  internal  expansion  and  acquisitions. 

Schickedanz  family  5.0  Retailing 

Grete  Schickedanz,  matriarch  of  $8.1  billion  (sales)  mail-order  empire,  died  last  July,  at  82.  Son-in-law 
Wolfgang  Buhler  now  chairs  Quelle  Schickedanz's  supervisory  board.  In  1994  feminine  hygiene  company 
VP  Schickedanz  was  sold  to  Procter  &  Gamble  for  an  estimated  $500  million. 

Michael  Otto  and  family  4.7  Retailing 

Otto,  52,  presides  over  Hamburg-based  mail-order  empire  Otto  Versand,  founded  by  father,  Werner,  85.  In 
the  U.S.,  family  controls  Spiegel  and  its  Eddie  Bauer  unit.  Cataloger  Spiegel's  stock  has  fallen  57%  from  last 
year,  in  part  because  of  discounts  at  department  stores. 

Friedrich  Karl  Flick  Jr.  4.4  Investments 

68-year-old  Flick  liquidated  family's  industrial  empire  in  1986.  Refused  to  pay  top  German  income  tax  rate 
of  47%,  plus  so-called  solidarity  supplementary  surcharge  that  covers  some  costs  of  German  unification. 
Now  lives  in  low-tax  Austria. 

Henkel  family  4.4  Chemicals 

Henkel  KGaA  began  as  maker  of  household  bleach  in  1876.  Now  Germany's  fourth-largest  chemical 
concern  (after  Hoechst  AG,  Bayer  AG  and  BASF  AG),  with  sales  around  $9  billion. 

Boehringer  family  3.8  Pharmaceuticals 

German  pharmaceutical  maker  Boehringer  Ingelheim  (sales,  $4  billion)  recently  entered  into  an  agree- 
ment with  Carlsbad,  Calif.-based  Isis  Pharmaceuticals  to  develop  drugs  for  the  treatment  of  inflammatory 
diseases,  including  asthma  and  rheumatoid  arthritis. 

Curt  Engelhorn  and  family  3.6  Pharmaceuticals,  health  care 

Engelhorn  and  family  control  Bermuda-based  Corange  Ltd.,  a  $3.5  billion  health  care  holding  company. 
Engelhorn,  removed  as  Corange  chairman  last  year  in  internal  dispute,  was  reappointed  to  the  post  earlier 
this  year. 

Leo  Kirch  3.5  Media 

Presides  over  one  of  Europe's  largest  film  and  TV  empires,  Munich-based  KirchGroup.  Holdings  include 
43%  of  TVchannel  Satl  and  35%  of  publisher  Axel  Springer.  Now  preparingfor  digital  future,  he  has  rented 
at  least  five  transponders  on  Europe's  Astra  satellite  system. 

Wilhelm  and  August  von  Finck  3.5  Investments 

Heirs  of  founders  of  insurance  giant  Allianz  have  been  in  liquidation  mode.  August,  64,  recently  sold 
family's  36%  stake  in  energy  supplier  Isar-Amperwerke  AG.  Brothers  still  hold  90%  of  brewer  Lowenbrau 
AG  and  25%  of  Swiss  restaurant  chain  Mbvenpick. 

Rolf  Gerling  3.2  Insurance 

Sole  heir  to  Gerling-Konzern,  one  of  the  largest  insurers  of  industrial  risks  in  Europe.  Rolf,  40,  pursues 
personal  interests  from  his  home  base  in  Zurich.  He  chaired  recent  Greenpeace  conference  in  Berlin  on 
global  climate  change;  attendees  were  addressed  by  prominent  bankers  and  insurers. 
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Rudolf  Oetker  and  family  3.1  Food 

Frozen  pizza,  sparkling  wine,  hotels,  shipping  and  financial  services  may  lack  synergy,  but  patriarch 
Rudolf,  78,  and  family  draw  a  pretty  profit  from  them  regardless.  Rudolf's  eldest  son,  August,  51,  handles 
overall  day-to-day  business. 

Otto  Beisheim  3.0  Retailing 

German-born  Swiss  citizen,  71,  owns  a  third  of  Metro  Group.  Based  in  low-tax  Swiss  canton  Zug  but 
managed  out  of  Dusseldorf,  Metro  is  one  of  Europe's  biggest  wholesaler/retailers  (sales,  $52  billion). 
Beisheim  retired  from  management  last  year  and  avoids  the  press. 


Leo  Kirch 
He's  one 
of  several 
potential  suitors 
for  pieces  of 
Italian  media 
magnate  Silvio 
Berlusconi's 
empire. 


Dieter  Schwarz 

Battling  the  Albrechts'  Aldi  store  chain. 


Adolf  Merckle  2.8  Pharmaceuticals 

Merckle,  61,  has  interests  in  German  pharmaceutical  wholesalers  under  the  umbrella  of  Phoenix 
Pharmahandel,  whose  $3.8  billion  in  sales  equals  some  30%  of  the  German  market.  He  also  owns  Merckle 
GmbH,  whose  ratiopharm  unit  is  big  in  generics. 

Schmidt-Ruthenbeck  family  2.8  Retailing 

When  Otto  Beisheim  (which  see)  founded  Metro,  he  needed  financially  strong  partners  with  a  good  sense 
for  the  wholesale  trade.  The  father  of  brothers  Michael  and  Rainer  from  Duisburgfit  the  bill.  Today  they  own 
a  third  of  Metro. 

Karl-Heinz  Kipp  2.6  Real  estate 

Sold  last  5%  of  the  Massa  store  chain  in  1994  but  still  owns  underlying  real  estate. 

The  media-shy  71-year-old  also  owns  four  Swiss  luxury  hotels 

and  Manhattan  office  buildings  formerly  managed  by  son  Ernst  Ludwig. 

Porsche  family  2.6  Automobiles 

Heirs  of  Ferdinand  Porsche,  auto  genius  who  designed  legendary  cars  for  Volkswagen,  now  run  by  heir 
Ferdinand  Piech,  57.  After  years  of  crisis,  Dr.  Ing.  h.c.  F.  Porsche  AG,  founded  by  Ferdinand's  son,  Ferry,  is 
eagerly  preparing  production  of  the  affordable  Boxster  sports  car. 

Stefan  Schorghuber  2.6  Beer,  real  estate 

Sole  heir,  at  34,  to  father  Josef  Schorghuber,  who  died  in  May,  at  75.  Stefan  now  runs  empire  with  prime 
Munich  real  estate,  a  property  development  outfit,  the  Arabella  hotel  chain  (named  after  his  sister)  and 
several  breweries,  including  Paulaner,  Bavaria's  largest. 

Alfred  von  Oppenheim  and  family  2.4  Banking 

Von  Oppenheim,  61,  chairs  supervisory  board  of  Sal.  Oppenheim  Jr.  &  Cie.,  Germany's  biggest  and  most 
prestigious  private  bank  (assets,  $17.8  billion).  Lately  moving  away  from  traditional  lending  and  putting 
more  emphasis  on  investment  banking. 
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IVm  Following  Conventional 
Wisdom  Isn't  Always  Wise. 

7n  colonial  America,  newspapers  were  a  luxury  item,  sold  by  subscription,  and  written  for 
intellectuals.  They  were  dominated  by  six-week-old  stories  from  Europe.  Local  events  received  only 
a  footnote.  Then,  around  1830,  a  radical  idea  was  born:  Newspapers  ought  to  be  for  people.  Regular 
people,  who  were  far  more  interested  in  news  from  local  police  courts  than  from  the  royal  courts  of 
Europe.  On  September  3,  1833,  a  different  kind  of  newspaper  hit  the  streets  of  New  York  City.  It 

^k  ^k  ^k  ^L  ^k  tiL 

detailed  bank  robberies.  And  printed  the  names  of  drunkards  and  cheating  politicians.  No  "serious" 
journalists  gave  it  a  second  glance.  But  a  curious  public  grabbed  copies  from  corner  newsboys  at  the 
price  of  just  one  cent.  Soon,  penny  dailies  were  everywhere,  and  The  New  York  Sun  was  outselling 
expensive,  traditional  papers.  Changing  the  news  business  forever.  And  shattering  conventional  beliefs. 

Those  who  cling  to  yesterday's  rules  are  bound  to  fail.  It's  something  to  think  about  when  you 
look  at  how  your  company  is  managing  transportation.  Are  you  taking  full  advantage  of  intermodal? 
Or  are  you  operating  just  as  you  did  ten  years  ago,  when  transportation  was  considered  a  fixed  cost? 

We're  an  integrated  intermodal  transportation  company  servicing  customers  door  to  door, 
coast  to  coast.  And  as  intermodal  becomes  less  of  a  choice  and  more  of  an  imperative,  companies 
like  yours  are  building  their  future  with  us.  From  our  customer  service  to  equipment  management, 
we  can  help  you  increase  profits  and  reinvent  operating  methods.  Because  today,  transportation 
decisions  are  as  important  as  those  made  in  any  other  area  of  your  company. 

If  you'd  like  to  learn  more,  we  encourage  you  to  call  us  at  1-800-279-6779.  Because  if  you're 
not  challenging  the  status  quo,  you  could  end  up  being  yesterday's  news. 


INTERMODAL 


©1995  CSX  Intermodal.  Pan  of  the  CSX  global  transportation  network. 
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Dieter  Schwarz  and  family  2.3  Retailing 

Built  $11.3  billion  (estimated  sales)  Lidl  &  Schwarz  in  the  image  of  the  Albrecht  brothers'  Aldi  chain.  Now, 
in  a  bid  to  surpass  his  rival,  Schwarz  has  accelerated  his  program  of  store  openings  across  Europe,  pushing 
ahead  of  Aldi  in  France  and  Italy. 

Reinhart  Freudenberg  and  family  2.2  Auto  parts,  textiles 

Freudenberg,  62,  runs  $3.1  billion  (sales)  Freudenberg  Group.  Products  range  from  engineered  parts 
(seals  and  vibration  dampers  for  cars)  to  nonwoven  textiles.  Company  founded  in  1849  as  a  tannery;  still 
supplies  shoemakers  Bally  and  Allen-Edmonds. 

Giinter  Herz  and  family  2.2  Retailing,  consumer  products 

Family's  Tchibo  Holding  AG  has  big  stakes  in  the  Tchibo  coffee  retailing  chain;  Beiersdorf  AG,  maker  of 
Nivea  skin  care  products;  and  Reemtsma,  Germany's  second-largest  cigarette  company.  Gunter,  54,  runs 
the  show. 

Dietmar  Hopp  and  family  2.1  Software 

Cofounder  of  SAP  AG,  maker  of  business  applications  software.  He  and  his  sons,  Oliver  and  Daniel,  hold 
25.6%  of  voting  capital.  (See  above.) 


von  Siemens  family  2.0  Electronics,  heavy  industry 

Own  about  7%  of  electronics  giant  Siemens  AG  (sales,  $52  billion).  Peter  Carl  von  Siemens,  a  member  of 
the  supervisory  board,  has  the  highest  position  in  the  company  of  any  family  member.  Improving  profits  will 
be  a  challenge  this  year  because  of  the  strong  deutsche  mark. 

Jahr  family  2.0  Publishing 

Heirs  of  John  Jahr  Sr.,  founder  of  Hamburg-based  Gruner  &  Jahr,  publisher  of  the  popular  German 
magazines  Stern,  Geo  and  Capital.  (See  above.) 

Hugo  Mann  and  family  1.9  Retailing 

Mann  Group  (sales,  $2.2  billion)  consists  of  Wertkauf  self-service  hypermarkets  and  Wertkauf  and  Mann 
Mobilia  furniture  stores.  Founder  Hugo,  now  81,  retired  from  management  in  1989,  handing  reins  to  son 
Johannes,  43. 
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Hasso  Plattner 


1.9 


Software 


Cofounder  of  SAP  AG,  with  21%  of  voting  capital.  (See  above.) 


Brost  and  Funke  families  1.8  each   Media,  investments 

Erich  Brost  and  Jacob  Funke  (d.  1975)  founded  daily  Westdeutsche  Allgemeine  Zeitung'm  1948.  Today 
Brost  and  Funke's  three  daughters  own  newspapers  in  Europe,  plus  10%  of  radio  station  RTL  and  25%  of 
mail-order  giant  Otto  Versand.  (See  above.) 


Klaus  Tschira  1.8 

Cofounder  of  SAP  AG,  with  19%  of  voting  capital.  (See  above.) 


Software 


Chantal  Grundig  1.6  Electronics 

Widow,  46,  of  Max  Grundig  (d.  1989)  is  beneficiary  of  Max  Grundig  foundation,  with  68%  of  struggling 
electronics  maker  Grundig  AG.  From  sale  of  the  other  32%  to  Dutch  giant  Philips  Electronics,  foundation 
collects  annual  dividend  of  some  $40  million  through  year  2004. 


Reinhard  ^ohn  and  family 


1.6 


Media 


Owns  20.5%  i  media  giant  Bertelsmann  AG  (sales,  $1 1  billion),  which  recently  paid  $50  million  for  5%  of 
America  Onlin  the  on-line  services  provider.  Reinhard,  74,  heads  the  managing  board  of  the  charitable 
Bertelsmann  Fd  idation. 
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THE 
BEST- 
RATED 

UNIX' 
SYSTEM 


OH  NO,  NOT  ANOTHER  ONE.) 


IKI 


Recently,  IBM  was  awarded  best-rated  UNIX 
system  by  a  noted  consultant,  D.H.  Brown.  Now, 
we're  as  proud  as  anyone  to  be  ranked  No.l,  but 
we  cant  help  but  notice  other  com- 
panies are  being  ranked  No.  1,  too. 
And  proudly  telling  the  world. 

Which  raises  a  pesky  question:  If 
everybody  can  be  ranked  No.  1,  what 
should  you  look  for  in  a  UNIX  partner? 

Good  point. 

We  suggest  you  look  at  a  number  of  things.  The 
operating  system.  Range  of  applications.  Depth  of 
experience  in  enterprise  computing.  And  perhaps, 


w 


%. 


Over  10,000 

programs  from  design 

to  data  mining. 


\\t 


RS/6000  is  a 
leader  in  UNIX 
midrange  sales. 


above  all,  the  ability  to  run  your  com- 
pany using  the  different  computers 
and  platforms  you  already  have  in 
place.  Something  that,  you  may  have 
guessed,  we're  no  strangers  to  at  IBM. 
In  fact,  at  the  last  Enterprise  Man- 
agement Summit,  IBM  surpassed  all 
other  vendors  in  systems  and  network  management. 
On  top  of  that,  our  RISC  System/6000®  and  its 
UNIX  operating  system,  AIX,®  connects  to  a  wide 
range  of  systems,  including  HP,®  Sun,®  DEC,®  and 
PC  LANs,  so  you'll  be  able  to  keep  working  with 
your  existing  business  computers. 

As  for  software,  with  over  10,000  commercial 
and  technical  applications,  your  network  can  run 
everything  from  engineering  to  account- 
ing to  major  databases. 

Not  surprisingly,  when  United  Airlines 
system  aircraft  maintenance  controllers 
needed  to  access  critical  information 
instantly  and  communicate  it  to  a  fleet 
of  550  airplanes,  they  chose  RS/6000™  to 
keep  them  connected. 

The  UNIX  platform  is  a  very  powerful  tool.  And 
with  our  proven  RS/6000  system  running  on  AIX, 
there  are  hundreds  of  ways  it  can  help  your  business 
stay  competitive.  We'll  be  glad  to  show  you  how. 

Call  us  at  1  800  IBM-3333,  ext.  FA117.  Or,  if  you're 
on  the  Net,  visit  our  Home  Page  at  http://www.ibm.com. 
And  see  for  yourself  how  we  stack  up. 


RS/6000  keeps 
United  Airlines 
flying  on  time. 


pM.  Btown  Report  "UNIX  Matures"  -  IBM  AIX  4.1.  International  Data  Corporation  (IDC)  ranks  IBM  as  a  leader  in  1994  Worldwide  UNIX  Midrange  Systems  Revenue  IBM,  AIX  and  RISC  System/6000  are  registered  trademarks  and  RS/6000  is  a  trademark  ol  International  Business  Machines 
ration.  UNIX  is  a  registered  trademark  in  the  US  and  other  countries,  licensed  exclusively  through  X/Open  Company  Limited  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  ol  Iheir  respeclive  companies  ©1995  IBM  Corporation. 
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Simon  family  1.6  Beer 

Four  family  members  run  178-year-old  Bitburger  Brauerei:  Axel  Theobald  Simon,  51,  Michael  Dietzsch, 
54,  Thomas  Niewodniczanski,  61,  and  Rudolf  Habel,  60,  who  joined  management  this  year.  Their 
premium  brands  have  found  a  profitable  niche  in  the  huge  German  beer  market. 

Werhahn  family  1.6  Construction  materials 

Cousins  Wilhelm,  56,  Michael,  44,  and  Anton,  36,  represent  180  relatives  on  managing  board  of  Wilh. 
Werhahn  (sales,  $2.1  billion).  Fortune  traces  back  to  1839,  when  farmer  Wilhelm  Werhahn  started 
business  trading  lumber,  grain,  building  materials  and  fertilizer. 

Knauf  family  1.5  Construction  materials 

Baldwin  Knauf,  55,  and  cousin  Nikolaus,  56,  run  one  of  Europe's  leading  gypsum  and  plasterboard 
producers,  Gebr.  Knauf  Westdeutsche  Gipswerke  (estimated  sales,  $2  billion),  which  recently  opened  a 
new  plasterboard  factory  in  the  Czech  Republic. 

Leibbrand  family  1.5  Retailing,  real  estate 

Willi  Leibbrand,  who  built  small  food  wholesaler  into  giant  discount  supermarket  chain  in  1970s,  died  in 
1993,  at  61.  Sold  the  chain,  Rewe-Leibbrand,  in  1989.  Wife  Heidrun  and  two  children  own  five-star  hotel 
near  Wiesbaden  and  property  development  firm  in  eastern  Germany. 

Prince  Albert  von  Thurn  und  Taxis  1.5  Real  estate,  beer 

Prince  Albert,  12,  holds  the  key  to  one  of  the  world's  oldest  fortunes.  Family  was  ennobled  for  starting  postal 
service  of  Holy  Roman  Empire.  Since  the  death  of  her  husband,  Prince  Johannes,  Albert's  mother,  Gloria, 
34,  oversees  a  patrimony  that  includes  real  estate  and  breweries. 


Hans-Werner  Hector 


1.4 


Software 


Cofounder  of  SAP  AG,  with  15.6%  of  voting  capital.  (See  above.) 


Bosch  family  1.4  Auto  parts 

Headed  by  Robert  Bosch  Jr.,  67,  and  sister  Eva  Madelung,  62.  Still  owns  about  8%  of  Robert  Bosch  GmbH, 
world's  largest  independent  auto-parts  supplier.  Sales  last  year  were  up  6%,  to  $22  billion.  Staff  has  been 
cut  by  17,000  over  the  past  two  years,  to  152,400. 

Rochling  family  1.4  Steel,  defense 

Old  German  steel  clan.  Like  rival  Krupps,  were  also  big  in  armaments.  Hermann  Rochling  was  arms  adviser 
to  Kaiser  Wilhelm  II,  later  commissioned  by  Hitler  to  arrange  war  financing.  Family  still  owns  67%  of 
struggling  armaments  giant  Rheinmetall. 
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Prince  Albert  von  Thurn  und  Taxis 
and  his  mom*  Princess  Gloria 
Once  Germany's  number  one  jetsetter, 
Gloria  is  now  playing  the  role  of  dutiful 
mom,  enlarging  her  late  husband's 
fortune  for  their  12-year-old  son,  who 
has  inherited  his  father's  title. 
In  recent  years,  she  has  divested  finan- 
cial services  holdings  and  refocused  the 
family's  activities  on  forestry  and  wood 
businesses.  The  family  has  vast  forest 
holdings  in  Bavaria,  British  Columbia, 
Georgia  and  Florida. 
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GERMANY  Stroher  family  1.4  Hair  care 

Franz  Stroher  was  a  wigmaker  who  in  1927  bought  the  rights  to  a  process  that  used  hot  curlers  and 
chemicals  to  put  long-lasting  waves  into  women's  hair.  Wella  AG  is  now  the  world's  second-largest  hair-care 
and  cosmetics  company  (behind  L'Oreal  of  France). 

Karl  Diehl  and  family  1.3  Mechanical  engineering,  defense 

When  Diehl  took  over  his  father's  metals  firm  in  1938,  it  had  2,800  employees  and  sales  of  14  million 
Reichsmark.  Diehl  GmbH  &  Co.,  headed  by  son  Thomas,  44,  now  employs  14,000  and  had  1994  sales  of 
$1.8  billion.  Karl,  88,  lives  in  Nuremberg. 

Reimann  family  1.2  Chemicals,  consumer  products 

Benckiser  Group— 100%  owned  by  family— added  to  its  old  chemicals  business  starting  in  1980s  by 
aggressively  acquiring  consumer-products  companies.  Now  shifting  to  an  internal-growth  strategy.  Brands 
include  Coty,  Aspen  and  Jovan. 

Haindl  family  1.2  Paper 

After  struggling  through  a  vicious  recessionary  cycle  in  German  paper  industry,  Haindl  Papier  GmbH— 
100%-owned  by  the  Haindl  family— is  looking  to  reap  the  fruits  of  its  acknowledged  leadership  in  paper- 
recycling  technology. 

Reinhold  Wiirth  and  family  1.0  Fasteners,  hardware 

Entrepreneur  who  built  his  father's  small  business  into  Adolf  Wurth  GmbH  &  Co.,  the  world's  largest 
supplier  of  screws  and  screw  accessories.  (See  above.) 


GREECE  Stavros  Niarchos  2.5  Shipping,  investments 

This  86-year-old  is  the  most  feared  Greek  tycoon.  Two  marriages  ended  in  divorce,  two  wives  died— and  to 
this  day  the  rumor  persists  that  he  killed  one.  Built  shipping  empire  in  the  1950s  and  1960s.  Now  most  of 
the  money  is  tied  up  in  investment  portfolios. 

Costas  Lemos  2.5  Shipping,  investments 

Octogenarian  captain  turned  shipping  tycoon  is  steering  into  the  sunset  of  his  career,  handing  over  the 
reins  to  his  son  Michael.  In  1980s  the  elder  Lemos  sold  most  of  his  ships  and  reinvested  proceeds  in  stock, 
bonds  and  real  estate. 

Livanos  family  1.7  Shipping,  investments 

One  of  oldest  Greek  shipping  families.  George  P.  Livanos  has  more  than  100  ships  to  his  name,  making  him 
largest  Greek  shipowner.  Cousin  George  S.,  based  in  Athens,  last  year  gave  the  hand  of  daughter  Arietta  to 
George  Vardinoyannis,  heir  to  a  Greek  oil  fortune. 

John  Latsis  1.7  Shipping,  investments 

Started  out  carrying  suitcases  onto  ships  in  Piraeus,  then  got  rich  in  shipping's  heyday.  Jetsetter.  In  recent 
years  guests  on  his  yacht  have  included  Prince  Charles  and  Princess  Diana.  Son  Spiro,  a  capable  heir,  is 
shifting  some  of  family  fortune  into  banking. 

Goulandris  family  1.6  Shipping,  investments 

About  30  heirs  now  share  the  fortune  that  originated  with  loannis  Goulandris.  Following  the  death  last  year 
of  Basil  Goulandris,  at81,  none  of  his  New  York- and  London-based  relatives  has  emerged  as  a  leader  of  the 
family. 

IRELAND  John  T.  Dorrance  III  1.3  Campbell  Soup 

Grandson  of  Dr.  John  T.  Dorrance,  who  invented  process  for  making  condensed  soup.  Last  year  he  became 
citizen  of  low-tax  Ireland.  (See  above.) 

ITALY  Gianni  Agnelli  and  family  3.0  Automobiles 

Under  Agnelli,  74,  Fiat  has  recovered  from  record  $1  billion  1993  loss,  earning  $632  million  last  year. 
Fueled  by  success  of  mainstay  Punto  compact  car,groupsalesjumped  28%  infirstquarter.  No  word  yet  on 
retirement  plans  for  Agnelli. 


Forbes  ■  July  17,  1995 


213 


EUROPE 


iww 


ITALY 


NETHERLANDS 


SCANDINAVIA 


Silvio  Berlusconi  2.5  Media,  diversified 

Became  prime  minister  in  spring  1994.  Forced  out  in  December.  Won  June  referendum  that  could  have 
forced  dismemberment  of  TV  empire.  His  Fininvest  now  poised  to  sell  all  or  part  of  networks  anyway, 
possibly  through  public  offering.  Silvio,  meanwhile,  wants  new  elections. 

Michele  Ferrero  and  family  2.2  Confectionery 

Ultrasecretive  Ferrero,  70,  took  over  father's  company,  Ferrero  Group,  in  1949.  Thanks  to  powerful  brand 
names  such  as  Tic  Tac,  the  company  is  now  one  of  the  world's  largest  confectioners,  with  total  sales 
estimated  at  around  $1.7  billion. 

Luciano  Benetton  and  family  1.6  Clothing 

Luciano,  60,  last  year  teamed  up  with  Del  Vecchio  (which  see) and  two  other  partners  to  buy  32%  of  SME,  a 
$1.1  billion  (market  cap)  retail  food  consortium.  With  Del  Vecchio  also  bought  Euromercato  hypermarkets 
from  Berlusconi  (which  seejfor  $600  million. 

Leonardo  Del  Vecchio  1.4  Eyewear 

Self-made  founder  and  73%  owner  of  Luxottica,  world  leader  in  mid-to-upmarket  eyeglass  frames.  In  April 
Luxottica  acquired  Cincinnati-based  U.S.  Shoe,  owner  of  the  LensCrafters  optical  chain,  for  $1.4  billion. 
Also  moving  into  food  retailing  with  Benetton  (which  see). 


Alfred  Heineken 
Heineken  is  look- 
ing for  new  beer 
drinkers  in  Asia 
and  Eastern 
Europe.  Will  the 
Cambodians  like 
his  brew? 


Leonardo 
Del  Vecchio 
While  privately 
investing  in  Italian 
supermarkets 
and  restaurants, 
he  is  rapidly 
expanding  his 
Luxottica  eyewear 
business  in 
the  U.S. 


Brenninkmeijer  family  3.8  Retailing 

Ultrasecretive  clan  is  thought  to  have  taken  their  licks  last  year  as  the  bottom  fell  out  of  the  apparel  market, 
on  which  their  retail  empire— over  2,000  stores  in  12  countries— is  heavily  dependent.  Last  year  the  family 
sold  New  York-based  department  store  operator  Steinbach. 

Fentener  van  Vlissingen  family  1.9  Energy,  retail 

Fortune  based  on  stakes  in  European  oil  and  natural  gas  companies  British  Calor  and  Primagaz,  and  retail 
chain  Makro.  Grouped  under  SHV  Holdings,  which  earned  nearly  $200  million  on  sales  of  $16  billion  last 
year,  they're  looked  after  by  Paul  van  Vlissingen,  53. 

Alfred  Heineken  1.8  Beer 

Freddy  Heineken,  71,  stepped  down  from  Heineken's  supervisory  board  in  April.  Thanks  to  the  brewer's 
stellar  performance— net  profits  up  16%  last  year  to  a  record  $343  million— his  controlling  stake  in 
Heineken  has  grown  in  value  by  almost  $600  million  in  just  the  last  year. 

Hans  and  Gad  Pausing  9.0  Packaging 

Tetra  Laval  Group,  the  world's  leading  manufacturer  of  packaging  that  preserves  perishable  liquids.  Hans, 
69,  and  brother  Gad,  73,  haven't  yet  anointed  a  successor,  although  Lisbet  Koerner,  Hans'  34-year-old 
daughter  with  a  Harvard  Ph.D.,  is  a  strong  long-term  candidate. 

Kristiansen  family  2.8  Lego 

Kjeld  Kn     nstiansen,  47,  runs  Lego  Danish  building-blocks-for-kids  company  founded  by  his  grandfather 
in  1932.  A;  si  Kristiansen's  four-month  leave  of  absence  in  1993  because  of  stomach  problems,  Lego 
expanded  it  board  to  six  members  from  four. 
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American  General.  We  Provide 
Retirement  Annuities,  Consumer  Loans, 
Life  Insurance  And  Shareholder  Value. 


American  General  Corporation, 


headquartered  in  Houston,  is  one  of  the 


nation's  largest,  most  successful  con- 


sumer financial  services  organizations. 


We're  a  leading  provider  of  retirement 


annuities,  consumer  loans,  and  life 


insurance.  &  Founded  in  1926,  we  help 


8  million  families  meet  their  financial 


security  needs.  Financial  security  is  also 


important  to  another  group.  Our  share- 
holders. <$  In  fact,  building  shareholder 
value  is  one  of  our  guiding  principles. 
0  Our  record  speaks  for  itself: 


annualized  total  return  to  shareholders 


of  21%  over  the  last  20  years . . .  increased 


dividends  each  year  during  the  same 


period... and  more  recently,   earnings 


have  doubled  over  the  last  five  years. 


Today,  American  General  has  assets 


of  $56  billion  and  shareholders'  equity 


of  $4.5  billion.  Financial  strength 


has  its  rewards,  as  does  our  commit- 


ment to  our  customers  and  our  share- 


holders. <&&  To  learn  more  about  American 


General  (NYSE:  AGC),  please  contact 


Investor  Relations  at  (800)  AGC-1111. 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 
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SCANDINAVIA        Maersk  McKinney  Moller  and  family  2.5  Shipping 

Ruling  over  an  empire  that  includes  the  world's  largest  container-shipping  business,  82-year-old  Maersk 
McKinney  Moller  is  one  of  the  most  important  Danish  businessmen  of  this  century.  (See  above.) 


SPAIN 


Ingvar  Kamprad  1.6  Furniture,  retailing 

Ikea,  the  $5  billion  (sales),  126-store  discount  home  furnishings  chain,  was  thrown  on  the  defensive  last 
year  amid  revelations  that  its  69-year-old  founder,  Ingvar  Kamprad,  had  been  affiliated  with  the  fascist, 
pro-Nazi  New  Swedish  Movement  until  the  late  1940s. 

Botin  family  1.6  Banking 

Last  year  a  consortium  backed  by  Banco  Santander,  headed  by  Emilio  Botin,  59,  won  a  contest  to  develop  a 
mobile  telephone  system.  Banco  Espanol  de  Credito  (Banesto),  acquired  in  1994,  has  proven  a  heavy  load, 
but  it  should  begin  bolstering  Santander's  earnings  by  1997. 

Koplowitz  sisters  1.1  Construction 

Despite  continued  weakness  in  construction,  Fomento  de  Construcciones  y  Contratas  (FCC),  controlled  by 
sisters  Alicia,  43,  and  Esther,  45,  still  managed  to  turn  a  $116  million  profit  in  1994  on  sales  of  $3.27 
billion,  making  it  Spain's  third-largest  contractor. 

March  family  1.0  Diversified 

Brothers  Juan,  55,  and  Carlos,  49,  control  holding  company  C.F.  Alba,  with  stakes  in  French  retailer 
Carrefour  and  a  small  (2.6%)  slice  of  the  new  cellular  telephone  consortium,  Airtel.  Last  year  March  Group 
floated  15%  of  construction  firm  Gines  Navarro. 


Emilio  Botin 
His  Banco  San- 
tander is  teaming 
up  with  partners 
that  include  Pacif- 
ic Telesis'  Air- 
Touch  to  develop 
Spain's  second 
celluar  telephone 
concession. 


Klaus  Jacobs 
His  1991  invest- 
ment in  worldwide 
temporary  agen- 
cy Adia  looked  dic- 
ey, but  last  year 
profits  hit 
$24  million,  ver- 
sus a  $46  million 
loss  in  1993. 


SWITZERLAND        Paul  Sacher  and  Hoffmann  family  8.6  Pharmaceuticals 

Not  much  diversification  needed  here:  Former  conductor  Sacher,  89,  and  his  deceased  wife's  children 
from  a  previous  marriage  own  a  controlling  interest  in  bearer  shares  of  Roche  Holding  AG  (market  cap,  $60 
billion),  a  stake  whose  value  rose  by  $800  million  in  the  last  year. 

Walter  Haefner  4.4  Automobiles,  software 

Few  billionaires  are  as  willing  to  open  their  books  for  Forbes  as  85-year-old  Haefner,  who  started  car 
importer  Amag  with  26,000  Swiss  francs  in  1945.  Today  Amag  is  worth  at  least  $1  billion.  Also  has  23%  of 
software  giant  Computer  Associates  International,  a  stake  worth  $2.7  billion. 

Stephan  Schmidheiny  2.0  Investments 

Younger  Schmidheiny  brother  (he's  47)  has  a  highly  diversified  portfolio  that  includes  50%  of  a  Hong 
Kong-lv.  d  importer;  office  buildings  in  top  locations  in  Swiss  cities;  10%  of  SMH  AG,  the  maker  of 
Swatch,  and  stakes  in  Latin  American  companies. 

Thomas  Sc        heiny  1.8  Construction  materials 

Europe's  cemt  king,  49,  controls  Holderbank,  a  leading  maker  of  construction  materials.  In  1993  he 
entered  a  joint  vei  e  with  the  Vietnamese  government  for  a  cement  factory  in  Ho  Chi  Minh  City  (Saigon). 
Also  owns  Swiss  co,     uction  materials  maker  Cemroc. 
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IF  YOUR  TECHNOLOGY  SUPPLIER  GOES  AWAY, 
YOUR  INVESTMENT  COULD,  TOO. 


In  an  industry  dominated  by  change,  there's  one 
constant.  MicroAge.  ________ 

Since  1976,  we've  been  growing.  Not  through 
mergers  or  acquisitions,  but  by  constantly  stre 
ing  the  ways  we  serve  our  customers. 

In  fact,  we  created  the  MicroAge  Infosyst 
Services  Network  expressly  to  meet  the  high-t 
needs  of  corporate  America.  Today,  some  of  the 
world's  largest  companies  depend  on  us  to  impl 
ment  their  critical  IT  projects. 

Not  just  because  we  offer  world-class  distribi 
integration,  and  ISO  9002-certified  configuration  ser- 
vices. But  because  we  back  it  with  the  stability  of 
industry's  longest  record  of  profitable  quarters  ai 
leadership  that's  been  intact  since  the  beginning. 

No  one  else  can  say  that. 

What's  more,  a  partnership  with  MicroAge 
Infosystems.Services  is  a  partnership  with  IBM.® 
Our  IBM  inventory,  including  IBM  PC  300  and  700s, 
IBM  500  Servers  and  the  popular  IBM  ThinkPads,® 
ensures  the  systems  you  need  are  ready  when  you  are. 

Better  yet,  our  dedicated  IBM  National  Account 
Managers  will  roll  up  their  sleeves  to  help  you  p 
these  systems  to  work  across  your  entire  enterprise. 

COUNT  ON  IT. 
COUNT  ON  US. 
CALL  (800)  440  8982,  EX 


Helping  you  work  faster,  heller,  cheaper 


Infosysrems  Services 


All  uaiJomarks  8ft 1  ■  (  m.-uks  are  proportios  of  thi 


ManP.Hald, 

Vice  Chairman  and  Co-Founder 
MicroAge,  Inc. 


EUROPE 


Richard  Branson 
His  new  Virgin  Cola, 
produced  in  partnership 
with  Canada's  Cott  Corp., 
already  claims  10% 
of  the  United  Kingdom's 
$800  million  take-home 
cola  market. 


SWITZERLAND        Baron  Hans  Heinrich  Thyssen-Bornemisza  1.7  Art,  industry 

In  1993  he  sold  a  large  chunk  of  his  art  collection  toSpain  at  bargain  price  of  $350  million.  TBG  Holding  NV, 
a  diversified  engineering  and  capital  goods  company,  is  run  by  the  74-year-old  baron's  eldest  son,  Georg 
Heinrich,  45. 

Fabio  Bertarelli  1.4  Pharmaceuticals 

Bertarelli,  71 ,  controls  Geneva-based  Ares-Serono,  world  infertility  drug  leader.  Sales  dropped  4%,  to  $636 
million,  due  largely  to  health  care  reforms  in  Italy,  a  key  market.  Son  Ernesto,  29,  has  taken  over  most 
operations. 

Klaus  Jacobs  1.2  Chocolate,  investments 

German-born,  age  58.  Sold  most  of  his  coffee  and  chocolate  empire  to  Philip  Morris  for  $1 .4  billion  in  1990. 
Portfolio  now  includes  54%  of  European  temping  agency  Adia,  a  big  turnaround  story,  two  privately  owned 
chocolate  and  confectionery  groups,  and  much  else. 

Liebherr  family  1.2  Construction  equipment 

Since  the  death  of  Hans  Liebherr  two  years  ago,  eldest  son  Hans  Jr.,  49,  and  siblings  Wilhelm  and  Isolde 
Wagishauser  now  run  construction  equipment  giant  Liebherr-f nternationa I .  Last  year  sales  were  flat  at 
around  $3  billion,  but  the  company  expects  improvement  this  year. 

UNITED  KINGDOM    David  Sainsbury  and  family  5.1  Supermarkets 

Under  54-year-old  Sainsbury,  J.  Sainsbury  Pic,  the  highly  profitable  British  supermarket  giant  (sales, 
$16.5  billion),  last  year  spent  $325  million  for  16%  of  Giant  Food,  the  Washington,  D.C. -based  supermar- 
ket chain,  to  go  with  its  Shaw's  chain  in  the  Northeast. 

Garry  Weston  and  family  3.1  Food 

Garry,  older  brother  of  Galen  Weston  (which  see),  heads  food  manufacturer/retailer  Associated  British 
Foods.  Now  that  the  cash-rich  company  has  successfully  absorbed  its  1991  takeover  of  British  Sugar,  look 
for  Weston  to  pounce  on  another  big  agribusiness  concern. 

Moores  family  1.7  Retailing 

Owners  of  Britain's  largest  private  company,  Littlewoods  Organisation.  Famous  for  its  low-end  retail 
operations  and  betting  pools,  the  company  is  being  hurt  by  competition  from  the  newU.K.  national  lottery, 
which  has  already  taken  15%  of  its  pools  business.  The  family  recently  fired  Littlewoods'  chief  executive. 

Schroder  family  1.5  Banking 

A  50%  jump  in  pretax  profits  from  asset  management  last  year  helped  offset  lower  results  from  Schroders 
Pic's  merchant  banking  side.  Win  Bischoff,  54,  succeeded  George  Mallinckrodt,  64,  as  chairman  of  the 
$2.5  billion  (market  value)  investment  bank. 

Richard  Branson  1.2  Diversified 

Wild-man  billionaire  has  proven  that  the  fun  factor  sells  in  fields  beyond  peddling  records— the  source  of  his 
first  fortune.  Hence,  the  Virgin  name  adorns  products  and  services  ranging  from  airliners  and  music  stores 
to  investments  and  vodka.  Latest  inspiration:  Virgin  Cola. 
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Advertisement 


The  Benefits  Of 
Being  Well  Connected. 


A  decade  ago,  few  people  stayed  in  constant 
contact  when  they  were  out  of  the  office.  New 
technologies  —  cellular  phones,  beepers,  e-mail, 
and  fax  machines — were  used  only  by  a  few 
bold  (and  wealthy)  technowizards,  thrilled  to 
be  contacting  anyone,  anywhere,  at  any  time. 
Today,  that  technology  has  become  so  acces- 
sible, so  economical,  so  simple  to  use,  we  take 
for  granted  that  almost  everyone  is  reachable, 
every  minute  of  every  day. 

The  transportation  industry  has  experienced 
a  similar  change.  Ten  years  ago,  intermodalism 
was  a  relatively  new  means  of  shipping 
freight.  With  its  coordinated  ship,  truck,  and 
rail  service,  the  country's  most  progressive 
manufacturers  were  able  to  ship  goods  with 
lower  fuel  costs,  fewer  trucks  on  the  highway, 
and  less  pollution.  Today,  intermodalism  is 
among  the  fastest-growing  segments  of  the 
transportation  industry.  But,  in  general,  it  has 
only  been  economical  for  long-haul  shipments, 
traveling  700  miles  or  more. 

Now,  research  and  development  is  pro- 
gressing on  a  new  technology  that  could 
give  short-haul  markets  convenient  access  to 
the  benefits  of  intermodalism.  Offering  effi- 
cient, economical  intermodal  shipping  for 


moves  as  short  as  300  miles.  It's  called  the 
Iron  Highway. 

Powered  by  specially  designed  power  and 
control  units  on  each  end,  the  new  system  will 
operate  with  a  continuous  1,200-foot  platform 
that  holds  any  size  equipment.  In  the  center, 
the  platform  will  convert  into  a  ramp,  pro- 
viding drive-on  loading  and  unloading  that's 
faster  and  easier  than  traditional  lifting  by 
crane.  Allowing  customers  to  use  their  own 
standard  highway  trailers  instead  of  specially 
reinforced  intermodal  equipment. 

The  result?  Goods  traveling  more  efficiently 
to  customers.  Small-scale  loading  areas  that 
make  new  markets  accessible.  The  elimination 
of  superfluous  inspections,  paperwork,  and 
parking  requirements.  Quadrupling  access 
to  intermodal  shipping  and  amplifying  its 
environmental  benefits.  Highway  congestion, 
vehicle  emissions,  and  wear  and  tear  on  our 
nation's  infrastructure  will  be  greatly  reduced. 

For  over  a  decade,  intermodal  transportation 
has  been  building  cost-effective  transportation 
links  for  companies  across  the  country  Soon, 
with  the  final  development  of  the  Iron 
Highway,  a  wider  audience  than    ^^^O  jf 
ever  before  will  be  connected.         INTERMODAL 
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By  Riva  Atlas  and  Juliette  Rossant 

New  names  this  year 

BAHRAIN 

Ahmed  Ali  Kanoo  and  family 

Bahrain's  Ahmed  Ali  Kanoo  runs  the 
Arabian  Gulfs  largest  shipping  compa- 
ny, founded  over  1 00  years  ago,  and  the 
area's  most  extensive  network  of  travel 
agents.  Other  interests  of  the  $1  billion 
(sales)  concern  include  real  estate,  ma- 
chinery sales,  oilfield  services  and  insur- 
ance. The  Kanoos  also  represent  Sears, 
Roebuck. 


Ahmed  Ali  Kanoo,  a  great-nephew 
of  the  founder,  has  run  the  family's 
privately  owned  business  since  1954. 
Now  72,  Chairman  Kanoo  still  con- 
venes a  family  council  every  three 
months.  Younger  Kanoos  are  agitat- 
ing to  take  the  company  public,  but 
the  chairman  won't  hear  of  it.  Outside 
the  company,  Ahmed  Ali  Kanoo  and 
family  also  have  large  portfolio  invest- 
ments in  U.S.  and  European  compa- 
nies. His  net  worth:  an  estimated  $1.5 
billion.  -J.R. 


LEFT: 

Ahmed  Ali  Kanoo 
Just  over  a  cen- 
tury ago  15-year- 
old  Yusuf  Kanoo 
borrowed  some 
money  to  import 
dates  from  Iraq, 
wood  from  India 
and  oil  and  ropes 
from  Africa. 


RIGHT: 
Abdul  Aziz 
Al-Sulaiman 
His  father  was 
the  first  finance 
minister  to  the 
House  of  Saud.  The 
king  appreciated 
his  work. 


SAUDI  ARABIA 

Abdul  Aziz  Al-Sulaiman 

Abdul  Aziz  Al-Sulaiman's  father  was 
Saudi  Arabia's  first  finance  minister 
and  holder  of  an  exclusive  license  to 
import  cement  into  the  kingdom — as 
good  as  oil  when  construction 
boomed  after  1970.  Through  his 
main  holding  company,  Rolaco 
Holding  (named  after  his  daughter), 
Al-Sulaiman  is  also  a  major  importer 
of  building  materials. 

One  of  Saudi  Arabia's  largest  pri- 
vate landowners,  the  Al-Sulaiman 
family  owns  choice  chunks  of  Ri- 
yadh and  Jidda  (districts  in  both 
cities  are  called  Suleimaniye)  and 
have  large  real  estate  investments  in 
Lebanon. 

Rolaco's  portfolio  investments* 
include  a  stake  in  Club  Med  (where 
Al-Sulaiman  sits  on  the  board);  a 
new  20%  stake  in  Christofle,  Fran- 
ce's Tiffany;  and  an  11.25%  interest: 
in  Wembley  Pic,  which  owns  Eng 
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land's  famous  stadium. 

Al-Sulaiman,  who's  64  and  enjoys 
entertaining  on  his  $18  million  yacht, 
admits  to  assets  in  excess  of  $1  billion. 
There's  probably  much  more  squir- 
reled away  at  banks  and  brokerage 
houses  in  Europe  and  the  U.S.  Al- 
Sulaiman's  only  son,  Saud,  33,  works 
for  Rolaco.  -J.R. 

ISRAEL 

Benzion  Landa 

"I  don't  want  to  be  known  as  some- 
one who  made  a  lot  of  money,  but  as 
someone  who  revolutionized  the 
printing  industry,"  says  Benzion 
Landa,  48,  who's  doing  both.  Born  in 
Poland  to  Holocaust  survivors,  Landa 
was  raised  in  Edmonton,  Canada.  In 
1977  he  started  Indigo,  in  Nes  Ziona, 
Israel,  in  part  to  tap  Israel's  talented 
pool  of  scientists.  The  company  origi- 
nally developed  technology  for  pho- 
tocopiers. Recently  it  introduced  dig- 
ital color  presses  that  could  make 
conventional  offset  color  printing  ob- 
solete. With  $81  million  in  sales  last 
year,  Indigo  has  yet  to  turn  a  profit, 
but  Wall  Street  values  the  Landa  fam- 
ily's 70%  stake  at  $1 .7  billion.    -RA. 


Benzion  Landa 

Secret  peace  talks  between  Israel  and  Jordan  took  place  on  his  yacht. 


BAHRAIN  Ahmed  Ali  Kanoo  and  family  1.5  Trading,  shipping,  investments 

Ahmed  Ali  Kanoo,  72,  heads  a  trading,  shipping  and  services  combine  operating  in  Saudi  Arabia,  Bahrain 
and  the  United  Arab  Emirates.  (See  above.) 

ISRAEL  Ted  Arisen  1.7  Carnival  Corp. 

Renounced  U.S.  citizenship  in  1993  to  avoid  estate  taxes,  and  returned  to  native  Israel.  Now  part  of  a  group 
bidding  for  Bank  Hapoalim,  Israel's  largest  bank  (assets,  $40  billion).  Son  Micky  runs  Carnival  Corp.,  the 
cruise  line  operator  that  Arison  founded  in  1972. 

Benzion  Landa  1.7  Printing 

Founder  of  $81  million  (sales)  Indigo  N.V.,  a  manufacturer  of  digital  color  presses.  After  going  public  last 
year  on  Nasdaq  at  $20  a  share,  its  stock  has  surged  to  a  recent  $48.  (See  above.) 


KUWAIT 


Shoul  Eisenberg  1.0  Diversified 

Controls  United  Development  Inc.,  with  extensive  operations  in  China,  and  conglomerate  Israel  Corp. 
Recently  invested  in  two  Israeli  privatizations,  paying  $231  million  for  25%  of  Israel  Chemicals,  and  $70 
million  for  a  25%  stake  in  a  property  development  company. 

Jassim  Al-Kharaf i  and  family  2.5  Construction,  banking 

The  Al-Kharafis,  owners  of  one  of  the  Gulf's  major  construction  firms,  bought  an  11%  stake  in  Costain,  one 
of  the  United  Kingdom's  largest  construction  and  engineering  outfits,  for  around  $100  million.  Jassim,  54, 
chairman  of  the  group,  was  previously  Kuwait's  finance  minister. 
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LEBANON  Raf ic  Hariri  2.4  Construction,  banking 

In  Lebanon  the  Hariri  factor  refers  to  linkage  between  local  currency  and  the  entrepreneur-turned-politi- 
cian's position  at  the  helm  of  government.  After  Hariri,  50,  resigned  recently  as  prime  minister,  the  pound 
tumbled,  then  rebounded  when  he  resumed  his  position. 

Edmond  Safra  and  brothers  1.8  Banking 

After  dropping  deal  to  buy  20%  of  state-run  Bank  Leumi,  Edmond,  63,  has  raised  stake  in  flagship  bank 
Republic  National  Bank  of  New  York,  to  29%.  Brothers  Joseph  and  Moise  own  Sao  Paulo's  Banco  Safra 
and  have  a  stake  in  First  International  Bank  of  Israel. 

SAUDI  ARABIA        Mohamed  Salim  Bin  Mahfouz  and  family  5.0  Banking,  investments 

Fifty-two-year-old  chairman  of  the  National  Commercial  Bank  (assets,  $19  billion)  has  completed  a 
restructuring  that  included  cutting  staff  from  7,400  to  5, 100.  Family  is  considering  partial  listing  of  bank  on 
the  Saudi  stock  exchange. 


Shoul  Eisenberg 
This  former  Jewish 
refugee — he  arrived  in 
Shanghai  in  1940  at  age  19— 
is  active  in  China  through 
finance  and  trading  company 
United  Development  Inc. 
Seeking  deals  in  his  adopted 
country,  Israel,  he  recent- 
ly bought  into  privatizations 
of  a  chemical  company  and 
a  property  developer. 


Jameel  family  3.0  Auto  distribution,  real  estate 

The  Jameel  brothers,  owners  of  the  world's  largest  independent  Toyota  distributor,  plan  a  chain  of  service 
centers  in  1 1  Chinese  cities— a  likely  prelude  to  selling  Toyotas  in  that  country.  They  are  also  developing  a 
hotel  and  retail  complex  in  the  holy  city  of  Mecca. 

Suliman  S.  Olayan  3.0  Diversified 

Holds  large  equity  stakes  in  blue-chip  American  and  European  companies  and  invests  in  real  estate  in 
Saudi  Arabia,  America  and  Europe.  Expanding  into  consumer-oriented  businesses,  adding  Mrs.  Fieldsand 
Haagen-Dazs  to  franchise  list.  Coca-Cola  bottling  business  grew  12%  in  1994. 

Al-Rajhi  family  2.5  Banking 

Al-Rajhi  Banking  &  Investment  Corp.  is  still  the  country's  only  Islamic  commercial  bank.  Profits  last  year 
rose  9%  to  $233.8  million,  but  assets  remained  largely  unchanged  at  $7.7  billion,  reflecting  increasing 
competition  from  non-Islamic  banks  for  Islamic  funds. 

Juffali  family  1.5  Diversified 

Patriarch  Ahmed  Juffali  died  last  August,  at  70,  leaving  his  sons  in  charge  of  E.A.  Juffali  &  Bros.  Involved  in 
automobiles,  trading  and  construction,  often  in  partnership  with  the  likes  of  Mercedes-Benz,  Electrolux 
and  Dow  Chemical. 

Saleh  Abdullah  Kamel  1.0  Banking,  diversified 

President  of  Dallah  Albaraka  Group,  with  interests  in  banking,  trade,  telecommunications  and  media,  is 
developing  two  Islamic  investment  fund  management  companies,  Al-Tawfeek  and  Al-Amin,  to  tap  into 
growing  Islamic  banking  market.  Claims  assets  of  $8  billion. 
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Abdul  Aziz  Al-Sulaiman  1.0  Cement,  investments 

Son  of  Saudi  Arabia's  first  finance  minister  made  huge  profits  importing  cement  to  the  kingdom  in  oil-boom 
years.  Now  mainly  an  investor.  His  portfolio  includes  an  11.25%  stake  in  Wembley  Pic,  owner  of  England's 
national  football  stadium.  (See  above.) 

TURKEY  Vehbi  K09  and  family  3.2  Diversified 

Kog  Group,  Turkey's  largest  conglomerate,  earned  $558  million  pretax  on  sales  of  $5.6  billion  last  year 
(adjusted  to  reflect  current  exchange  rates).  Founded  by  Vehbi  Kog,  94,  and  led  by  son  Rahmi,  63,  group  is 
active  in  banking,  manufacturing,  engineering  and  retailing. 

Sakip  Sabanci  and  family  3.0  Diversified 

Toyota-Sabanci  joint  venture,  Toyotosa,  has  started  producing  vehicles  for  Turkey's  large  domestic 
population  and  export  to  the  EU.  Under  Sakip,  62,  the  $4.9  billion  (sales)  Sabanci  Group  also  has  interests 
in  banking,  insurance  and  manufacture  of  consumer  goods. 

SOUTH  AFRICA       Oppenheimer  family  2.0  Mining 

Presides  over  Anglo  American/De  Beers  mining  conglomerate,  which  runs  world's  diamond  cartel,  and 
Minorco,  a  minerals  holding  company  in  Luxembourg.  Family  patriarch  Harry,  86,  retired  from  De  Beers 
board.  Son  Nicholas  (Nicky),  50,  is  deputy  chairman  of  De  Beers. 
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The  power  of  change.  Samsung  measures  it  one  step  at  a  ft 


Samsung  is  ready  to  meet  the  challenges  of  a 
changing  world.  We    ?  focused  our  energies 
into  developing  key  tec.    ologies  for  the 
future.  Advanced  semiconc  ctors       ^^\, 
for  imaging  and  multimedia. 


'"proc 


Biodegradable  materials  that  will  help 

preserve  our  ecosphere.  

Transportation  systems  for  -^!<  ~' 

land,  sea  and  air.  Soon,  you'll  be  driving 
automobiles  manufactured,  controlled  and 


wered 


Br  i 


steo 


Ill 


wered  by  Samsung's  technology.  With  each     The  Samsung  Group 

product,  we  are  ascending  to  heights  of 
vation  that  will  make  tomorrow's  world  a 
ter  place  for  all  of  us. 


am  e  step  at  a  time. 


CCAI,  105  Challenger  Rd.,  Ridgefield  Park,  NJ,  USA  07660  •  Fax:  201-229-6058 

Electronics:  World's  First  256-megabit  DRAMAFT  LCD  Screens/High  Definition  TV's 
Engineering:  Aircraft/Passenger  Cars/Commercial  Vehicles/Electric  Cars/ 

Double-hulled  Tankers/High-speed  Ferries 
Chemicals:    Biodegradable  Resins/Fine  Chemicals 


©  1 995  Th«  Somiung  Group 
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Is  there 
life  in  the 


By  Eric  S.  Hardy 


The  global  economy  is  enjoying  the  best 
of  both  worlds— rising  output  and 
declining  inflation.  While  U.S.  stocks 
already  reflect  this  rosy  outlook,  many 
foreign  markets  do  not. 

Edited  by  Eric  S.  Hardy  and  Steve  Kichen 

Data  editors:  Ann  C.  Anderson,  Donald  E.  Popp 

and  Susan  Wong. 

Researchers:  Ronald  Boone  Jr.,  Scott  DeCarlo, 

Gustavo  Lombo,  Shlomo  Z.  Reifman,  Robert  Sherwood, 

Susan  Yu  and  Brian  Zajac. 

Graphics:  Andy  Christie  and  Steven  Ramos. 

Programming:  Mitchel  Rand  and  John  Chamberlain. 

Editorial  assistants:  Ira  L.  Collings,  Eileen  Henderson 

and  Paula  Stark. 


Foreign  markets 
lagged  Wall  Street 
over  the  past 
five  years,  but 
based  on  earn- 
ings forecasts 
foreign  markets 
now  look  relatively 
cheap. 
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Though  the  U.S.  economy — which  accounts  for  one 
fifth  of  the  world's  output  of  goods  and  services — appears- 
to  be  slowing,  many  other  countries  are  enjoying  an 
economic  resurgence.  Even  former  communist  states 
Albania  and  Poland  had  economic  growth  of  7.4%  and  6%, 
respectively,  in  1994  while  the  Czech  Republic,  Estonia, 
Hungary,  Latvia,  Lithuania  and  the  Slovak  Republic 
showed  strength  last  year  after  shrinking  in  1993.  World 
trade  grew  about  10%  in  1994,  the  best  year  since  1976, 
while  the  world's  gross  domestic  product  increased  at  its* 
fastest  rate  in  six  years. 

Such  economic  strength  might  have  been  expected  to 
cause  prices  to  rise,  but  so  far  it  hasn't.  Annual  cost  of  living 
increases  in  developing  countries  as  a  group  slowed  to 
single  digits.  Argentinean  inflation,  4%  last  year,  wass 
3,000%  five  years  earlier.  Despite  trouble  spots  in  coun- 
tries such  as  Venezuela  and  Turkey,  the  International 
Monetary  Fund  expects  developing  countries'  median 
inflation  rate  to  fall  further  in  1995  and  1996,  to  about  5%. 
That's  still  about  double  the  median  inflation  rate  ofl 
industrial  countries  but  is  nonetheless  a  dramatic  improve- 
ment from  a  few  years  ago,  when  double-  or  even  triple- 
digit  inflation  was  the  norm. 

Declining  inflation  is  one  sign  of  economic  maturity  in 
the  developing  nations.  There  are  others.  While  the  23 
nations  designated  as  industrial  by  the  International  Mon- 
etary Fund  still  produce  more  than  half  the  world's  gross 
domestic  product,  that  share  has  been  steadily  declining; 
last  year  it  was  just  55%,  down  from  76%  three  years  earlier. 
At  this  rate,  the  distinction  is  fast  blurring  between 
developing  and  developed  nations.  Keep  in  mind  that 
developing  countries'  gains  are  not  coming  from  anyone 
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else's  share:  The  whole  pie  is  getting  larger. 

In  this  environment,  the  500  largest  corporations  head- 
quartered outside  the  U.S.  had  a  banner  year  in  1994.  As  a 
group  they  earned  $148  billion  on  $7  trillion  in  revenues 
and  show  a  market  value  of  $4.6  trillion,  or  one-third  of 
the  world's  stock  market  capitalization.  The  only  decline 
was  in  the  number  of  jobs  provided  by  the  Forbes  Foreign 
500,  which  declined  slightly,  to  around  20.2  million.  Even 
that  statistic  has  a  bright  side — productivity  is  rising 
around  the  world. 

The  U.S.  stock  market  reflects  and  perhaps  already 
discounts  this  rosy  picture.  U.S.  stocks  are  up  16.3%  since 
the  beginning  of  the  year,  based  on  a  Morgan  Stanley 
index,  outperforming  every  other  market  but  Switzer- 
land's. Many  other  markets  have  lagged.  Since  1995 
began,  Australian  stocks  lost  1%  in  dollar  terms  and  now 
yield  half  again  as  much  as  those  in  the  U.S.  The  Italian 
market  is  up  less  than  1%,  while  South  Korea  and  Brazil 
show  substantial  declines — not  to  mention  Mexico. 

William  Manning,  president  of  Rochester,  N.Y. -based 
Manning  &  Napier,  thinks  that  U.S.  stocks  are  now  a  bit 
overpriced  but  that  opportunities  abound  overseas.  Man- 
ning especially  likes  Mexico,  Italy  and  Spain.  He  likes 
Spain's  Telefonica  because  he  believes  the  Spanish  govern- 
ment will  make  the  company  look  good  in  order  to  attract 
foreign  investment  in  other  Spanish  corporations.  Anoth- 
er utility  on  Manning's  shopping  list  is  Cable  &  Wireless  in 
the  U.K. 

In  Mexico,  Manning  likes  Cifra.  "Mexico  has  put  its 
troubles  behind  it  and,  as  Mexico's  largest  retailer,  Cifra  is 
best  positioned  to  benefit  from  an  economic  recovery." 
Financial  data  on  all  these  stocks  can  be  found  in  the  tables 
starting  on  page  232. 


25  largest  public  foreign  companies 

Company/business 

Country 

Revenue 

Employees 

($mil) 

(thou) 

Mitsubishi/trading 

Japan 

175,777 

34.0 

Mitsui  &  Co/trading 

Japan 

171,433 

12.1 

Itochu/trading 

Japan 

167,770 

7.32 

Sumitomo/trading 

Japan 

162,421 

23,6 

Marubeni/trading 

Japan 

150,137 

9.9 

Toyota  Motor/automobiles 

Japan 

108,967 

110.5 

Nissho  Iwai/trading 

Japan 

100,842 

17.0 

Royal  Dutch/Shell  Group/energy 

Netherlands 

94,852 

106.0 

Hitachi/elec  &  electron 

Japan 

76,405 

331.7 

Nippon  Tel  &  Tel/telecomm 

Japan 

70,820 

230.0 

Matsushita  Electric  Indl/appliances 

Japan 

69,923 

254.1 

Tomen/trading 

Japan 

69,878 

3.22 

Daimler-Benz  Group/automobiles 

Germany 

64,133 

341.9 

Nissan  Motor/automobiles 

Japan 

58,712 

143.3 

Nichimen/trading 

Japan 

56,184 

2.72 

Kanematsu/trading 

Japan 

55,837 

3.9 

Siemens  Group/elec  &  electron 

Germany 

51,035 

393.9 

British  Petroleum/energy 

United  Kingdom 

50,721 

66.6 

Tokyo  Electric  Power2/utilities 

Japan 

50,071 

43.4 

Volkswagen  Group/automobiles 

Germany 

49,323 

243.6 

Toshiba/elec  &  electron 

Japan 

48,212 

175.0 

Unilever/food,  household 

Netherlands 

45,379 

304.0 

Allianz  Worldwide/Insurance 

Germany 

43,895' 

69.9 

Nestle/food,  household 

Switzerland 

41,598 

212.7 

Fiat  Group/automobiles 

Italy 

40,834 

248.2 

'Figures  are  latest  available.    2Not  fully  consolidated. 


Well-known  foreign  companies  that  are  subsidiaries  of  other  foreign  companies 

Company/business 

Parent 

Country 

% 

Revenue       Market 

EPS 

P/E 

Yield 

owned 

($mil)          value 
($mil) 

($) 

0.13 

21.0 

(%) 

Telecom  Italia/telecomm 

STET 

Italy 

56 

14,873'           12,710 

2.4 

Showa  Shell  Sekiyu/energy 

Royal  Dutch/Shell  Group 

Japan 

50 

14,826              3,810 

0.41 

28.5 

1.0 

Eridania  Beghin-Say/food,  household 

Ferruzzi/Montedison  Group 

France 

51 

9,147             3,888 

8.32 

16.3 

4.0 

Northern  Telecom/elec  &  electron 

BCE 

Canada 

52 

8,874             9,713 

1.60 

23.9 

0.9 

■  Victor  Co  of  Japan/appliances 

Matsushita  Electric  Indl 

Japan 

52 

7,721             2,753 

0.02 

NM 

0.0 

Loblaw  Cos/retailing 

George  Weston 

Canada 

70 

7,323              1,543 

1.11 

17.5 

1.1 

Compagnie  Bancaire/financial  svcs 

GroupeParibas 

France 

47 

7,027              3,157 

3.82 

32.7 

2.4 

Nissei  Sangyo/trading 

Hitachi 

Japan 

57 

6,885                976 

0.44 

26.0 

1.3 

■  AEG/elec  &  electron 

Daimler-Benz  Group 

Germany 

81 

6,343             1,781 

-11.81 

NM 

1.7 

Electrabel/utilities 

Tractebel 

Belgium 

45 

6,133            11,435 

13.12 

16.0 

7.1 

Canon  Sales/services 

Canon 

Japan 

50 

5,967              3,101 

0.52 

50.7 

0.7 

GTM-Entrepose/construction 

Lyonnaise  des  Eaux-Dumez 

France 

60 

5,562               801 

4.11 

22.0 

2.7 

Matsushita  Communication/elec  &  electron 

Matsushita  Electric  Indl 

Japan 

52 

5,274              3,916 

0.36 

57.5 

0.7 

•  PolyGram/leisure  goods 

Philips  Group 

Netherlands 

75 

4,725            10,496 

2.25 

25.9 

0.9 

Sanofi/personal  care 

Elf  Aquitaine  Group 

France 
Spain 

52 
89 

4,702             5,056 
4,649               669 

3.02 

19.2 

3.2 

FASA  Renault/automobiles 

Renault  Group 

1.52 

19.3 

0.0 

Arjo  Wiggins  Appleton/forest  products 

Saint  Louis 

United  Kingdom 

40 

4,465             3,455 

0.27 

14.9 

2.7 

■  Hitachi  Metals/metals-steel 

Hitachi 

Japan 

53 

4,331              4,127 

0.28 

41.6 

1.0 

Hitachi  Chemical/chemicals 

Hitachi 

Japan 

56 

4.3231            2,042 

0.20 

51.0 

0.8 

•  Sponsored  ADR.    "Non-sponsored  ADR.    1Fig 

jres  are  latest  available.    NM:  Nc 

t  meaningful. 
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The  largest  companies  in  the  international  ranking 
tables  are  the  Japanese  trading  companies,  which  occupy 
six  of  the  top  ten  positions.  All  six  have  revenue  over  $100 
billion.  The  largest  trading  company  is  Mitsubishi,  with 
$176  billion  in  sales.  The  largest  industrial  company  on 
our  list  is  another  Japanese  firm  (Toyota),  with  $109 
billion  in  sales.  Royal  Dutch/Shell  Group,  listed  as  both  a 
British  and  Dutch  company,  is  the  largest  foreign  compa- 
ny outside  of  Japan.  The  biggest  bank:  Japan's  Sanwa 
bank,  with  an  astounding  $582  billion  in  assets. 

Newcomers  to  this  year's  Foreign  500  list  include 
France's  automaker  Renault,  ranked  36th  overall,  with 
$32  billion  in  sales.  The  Dutch  telephone  monopoly, 
Royal  ptt,  with  $9.8  billion  in  sales,  appears  in  these  tables 
for  the  first  time.  Both  of  of  these  firms  were  sold  in  1994 
public  offerings. 


Keeping  score 

In  the  Seventies  the 
U.S.  was  often  regarded  as  a 
sick  economy,  inexorably 
losing  ground  to  Japan  and 
other  sharper  competi- 
tors. But  the  tax  cuts  and 
corporate  restructurings 
of  the  Eighties  changed  all 
that.  Today  the  U.S.  is 
one  of  the  world's  most  dy- 
namic economies. 

The  World  Competi- 
tiveness Report,  a  product  of 
the  Lausanne,  Switzer- 
land-based International 
Institute  for  Manage- 
ment Development  and  the 
Geneva- based  World 
Economic  Forum,  is  a  com- 
parison of  44  economies, 
published  annually.  It  ranks 
each  nation  on  over  1 00 


measurements  of  domestic 
economic  strength. 
These  include  trade  perfor- 
mance and  policies,  gov- 
ernment finances  and  regu- 
lations, financial  and  cap- 
ital infrastructure,  labor 
and  management,  science 
and  technology. 

And  guess  who  shines? 
The  U.S.  Despite  its  trade 
and  budget  deficits,  the 
U.S.  jumped  ahead  of  Ja-' 
pan  in  the  1994  report 
and  now  ranks  first  in  over- 
all competitiveness.  The 
U.S.  is  followed  at  the  top 
by  Singapore,  Japan, 
Hong  Kong  and  Germany. 
The  rear  is  taken  up  by 
Brazil,  Hungary,  Venezue- 
la and  last-place  Poland. 


Rules  about  these  tables:  To  be  included,  a  company 
must  be  publicly  traded  as  of  May  31,  1995  and  be 
incorporated  outside  the  United  States  or  U.S.  territories 
such  as  Puerto  Rico.  Sales  and  net  income  for  all  compa- 
nies are  converted  to  U.S.  dollars  at  the  average  exchange 
rate  that  prevailed  during  the  firm's  most  recent  fiscal  year. 
We  used  fiscal  year-end  exchange  rates  when  converting  a 
company's  assets;  stock  market  values,  share  prices  and 
earnings  estimates  are  based  on  the  May  31,  1995  ex- 
change rate. 

We  designate  any  fiscal  year  that  ended  after  May  1994 
as  fiscal  1994  whether  the  fiscal  year  ended  in  calendar 
1994  or  1995.  For  firms  that  still  have  not  reported  fiscal 
1994  results  by  this  definition  we  use  a  per-share  earnings 
estimate  from  the  International  Edition  of  the  Institution- 
al Brokers  Estimate  System  and  identify  it  "E."  S 


Much  of  the  data  in  the 
chart  below  comes  from  the 
1994  World  Competitive- 
ness Report.  Other  items 
were  supplied  by  the  In- 
ternational Monetary 
Fund,  Morgan  Stanley 
Capital  International 
Perspective  and  Baring 
Securities. 

The  bar  charts  are 
based  on  hard  data  collect- 
ed from  national  and  in- 
ternational organizations  as 
well  as  information  tabu- 
lated from  questionnaires 
sent  to  16,500  interna- 
tional business  executives 
by  the  International  In- 
stitute for  Management 
Development. 

The  information  is 


scored:  A  10  means  that 
conditions  are  optimum 
for  business  and 
investors. 

For  example,  the  first 
item  in  the  bar  chart,  "trade 
policies,"  shows  whether 
national  trade  policies  hin- 
der or  support  the  inter- 
national activities  of  locally 
headquartered  corpora- 
tions. The  U.S.,  for  in- 
stance, gets  a  6.6  in  the 
1994  survey,  ranking  it  al- 
most in  the  middle  of  the 
pack  of  nations.  The 
country  considered  to 
have  the  best  trade 
policies  is  Hong  Kong 
(9.1)  and  the  worst,  South 
Korea  (4.9). 

-Steve  Kichen  ■■ 


NITED  STATES       P/E  16  •  Yie,d  2-6%  •  Market  value  $5-3  tri,lion      •  Year-to-date  price  change  16% 


Country  statistics 

Population 

Gross  domestic  product 

GDP  per  capita 

Total  national  debt/GDP 

R&D  expenditures/GDP 

Unemployment  rate 

Retail  sales  per  capita 

Largest  equity  fund 
Fidelity  Magellan 

'Annualized. 


Business  climate  '89  vs  '94 


260.3  million 

$6.6  trillion 

$25.3  thousand 

49.7% 

2.6% 

6.1% 

$7.2  thousand 

Total  return 

YTD         1-yr         5-yr* 

16.7%     16.6%     14.6% 


Sources:  The  World  Competitiveness  Report 

IMF;  Upper  Analytical  Services;  Morgan  Stank, 


•  World  Economic  Forum; 
■oital  International  Perspective. 


Trade  State       Personal 

policies    interference     taxes 

A  score  of  10  means  conditions  are  optimum 


'90    '91     '92     '93     '94  '95 


ECU:  A  trade-weighted  market  basket  of  European  currencies. 
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The  World  Super  Fifty 

Rank  Company 


1 

General  Motors 

2 

General  Electric 

3 

Royal  Dutch/Shell  Group 

4 

Ford  Motor 

5 

Exxon 

6 

Toyota  Motor  Corp 

7 

AT&T 

8 

International  Business  Machines 

9 

Citicorp 

10 

HSBC  Group 

11 

Philip  Morris  Cos 

12 

Nippon  Telegraph  &  Telephone 

13 

Wal-Mart  Stores 

14 

Hitachi 

15 

British  Petroleum  Co 

16 

American  International  Group 

16 

Tokyo  Electric  Power  Co2 

18 

El  du  Pont  de  Nemours 

18 

Mobil 

20 

Federal  National  Mortgage  Assn 

21 

Deutsche  Bank  Group 

22 

Nestle 

23 

Matsushita  Electric  Industrial 

24 

Sears,  Roebuck 

25 

Unilever 

26 

Barclays 

27 

Procter  &  Gamble 

28 

Chrysler 

29 

Siemens  Group 

30 

Internationale  Nederlanden  Group 

31 

British  Telecommunications 

32 

Chevron 

33 

BankAmerica 

34 

Allianz  AG  Holding 

35 

GTE 

36 

National  Westminster  Bank  Group 

37 

Amoco 

38 

CS  Holding  Group 

39 

Union  Bank  of  Switzerland 

40 

PepsiCo 

41 

Daimler-Benz  Group 

42 

B.  A.  T  Industries 

43 

ABN-Amro  Holding 

44 

Mitsubishi  Bank 

45 

Dai-lchi  Kangyo  Bank 

46 

BellSouth 

47 

Sanwa  Bank 

48 

VEBA  Group 

49 

East  Japan  Railway  Co 

50 

Travelers  Group 

Business 


automobiles 
elec  equipment 
energy 
automobiles 
energy 

automobiles 
telecomm 
computer  sys 
banking 
banking 

tobacco 
telecomm 
retailing 
elec  &  electron 
energy 

insurance 

utilities 

diversified  chems 

energy 

lease  &  finance 

banking 
food,  household 
appliances 
retailing 
food,  household 

banking 
personal  prods 
automobiles 
elec  &  electron 
insurance 

telecomm 

energy 

banking 

insurance 

telecomm 

banking 

energy 

banking 

banking 

beverages 

automobiles 

multi-industry 

banking 

banking 

banking 

telecomm 
banking 
utilities 
trucking,  RR 
lease  &  finance 


Country 


United  States 
United  States 
Netherlands 
United  States 
United  States 

Japan 

United  States 
United  States 
United  States 
United  Kingdom 

United  States 

Japan 

United  States 

Japan 

United  Kingdom 

United  States 
Japan 

United  States 
United  States 
United  States 

Germany 
Switzerland 
Japan 

United  States 
Netherlands 

United  Kingdom 
United  States 
United  States 
Germany 
Netherlands 

United  Kingdom 
United  States 
United  States 
Germany 
United  States 

United  Kingdom 
United  States 
Switzerland 
Switzerland 
United  States 

Germany 
United  Kingdom 
Netherlands 
Japan 
Japan 

United  States 
Japan 
Germany 
Japan 
United  States 


Revenue 
($mil) 

154,951 
60,109 
94,852 

128,439 
99,683 

108,967 
75,094 
64,052 
31,650 
21,405 

53,776 
70,820 
82,494 
76,405 
50,721 

22,442 
50,071 
34,042 
58,995 
18,572 

32,573 
41,598 
69,923 
54,559 
45,379 

20,614 
31,572 
52,224 
51,035 
26,916 

21,609 
30,340 
16,531 
43.8951 
19,944 

20,052 
26,048 
19,634 
14,616 
28,472 

64,133 
17,879 
21,537 
29,981 
26,183 

16,845 
28,789 
40,050 
24,635 
18,465 


'Figures  are  latest  available.    2Not  fully  consolidated.    Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport 
"Combined  market  value  for  Unilever  NV  and  Unilever  Pic. 

Above:  the  world's  50  largest  public  Firms  based  on  a  composite  ranking 
of  sales,  profits,  assets  and  market  value. 


Forbes"  July  17,  1995 


Net 
income 
($mil) 

5,659 
4,726 
6,234 
5,308 
5,100 

1,770 
4,710 
3,021 
3,422 
3,144 

4,725 

768 

2,681 

1,146 
2,415 

2,176 
807 
2,727 
1,759 
2,141 

823 
2,376 

911 
1,259 
2,384 

1,806 
2,430 
3,713 
1,067 
1,265 

2,692 
1,693 
2,176 
5831 
2,451 

1,674 
1,789 
973 
1,179 
1,784 

649 

1,846 

1,256 

254 

282 

2,160 
225 
823 
660 

1,326 

i  Trading. 


Assets 

($mil) 


198.596 
194,484 
108,023 
219,354 
87,862 

116,349 

79,262 

81,091 

250,489 

314,872 

52,649 
142,670 

32,819 
102,312 

48,575 

114,346 
149,742 
36,892 
41,542 
272,508 

368,261 
34,485 
91,798 
91,896 
28,419 

253,755 
27,337 
49,539 
50,661 

206,714 

34,614 
34,407 
215,475 
137.0811 
42,500 

246,947 

29,316 

298,359 

248,856 

24,792 

60,393 

62,477 

290,835 

547,737 

581,638 

34,397 
582,208 
38,646 
81,602 
115,297 


Market 
value 
($mil) 

52,923 
98,946 
107.6223 
29,923 
88,654 

72,222 
79,627 
54,657 
21,137 
33,984 

61,773 
129,154 
57,149 
31,766 
38,754 

35,933 
42,458 
46,242 
39,401 
25,324 


17,500 
49,343 
15,457 
26,088 
15,132 


14,671 
33,943 
17,137 
25,937 
38,534 

24,789 
24,079 
11,458 
68,823 
59,055 

30,335 
62,101 
18,435 
20,627 
13,503 


Employees 
(thou) 


692.8 
216.0 
106.0 
338.0 
88.5 

110.5 
311.1 

238.0 
82.1 
101.7 

169.0 
230.0 
564.0 
331.7 
66.6 

32.5 
43.4 
110.5 
60.2 
3.4 


23,168 

65.1 

40,732 

212.7 

32,470 

254.1 

19,873 

359.5 

35,9384 

304.0 

95.7 
96.5 
112.0 
393.9 
47.0 


38,979 

137.5 

32,027 

46.7 

19,352 

80.7 

37,591 

69.9 

32,215 

114.0 

87.4 
44.8 
40.1 
28.9 
447.0 

341.9 
83.6 
61.4 

15.7 
19.12 

93.6 
14.9 
129.0 
79.72 
56.0 
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Another  world's  fastest  chipHjs££rtf  SB 

H-P  claims  its  PA-8000  will  outperform  others  ^j^££ss&  "srStt 


It's  a  title  that  seems  to  shift  on  a  monthly  basis, 
but  Hewlett-Packard  Co.  announced  a  chip 
design  Monday  that  it  says  deserves  the  title  of 
the  world's  fastest  microprocessor. 

Th-  p\-8000  chip  will  be  rw  of  H-P's  line 
u-.u.i£  i>y  year's  tn«.      *r*£c-*  f- .. 


instruction-s'"  computing.  H-P's  workstations 
^er.  controlling  32  7  per- 


Shortages  hit  486  suppliers 

A  worldwide  shortage  of  486  chips  is  starting  to  make  life 
difficult  for  system  vendors  as  Intel  shifts  semiconductor 
production  in  favor  of  Pentium  &  • 

AdVuvrH  Micro  Devir*-  ^eet  demand  ft 


have  beer 
cent  of  tl 
systems  r 
analyst  A 
>sys 
>ers 
The 


week,  it  is  paving  the  way  for  deliv- 
ery  of  a  completely  redesigned, 
PowerPC-based  n<- '  1 00  •  '    «=, 

late 


:  scrvttl 
stakes  are 
claimed  an  installed  basl 
AS /-100s  at  the  end  oil 
sales  growinjrby  50,0'  f 


IBM  big  iron  revamps  bode  well  for 

95;  Client/server  OS, 

64-bit  architecture  await  AS/400 


HP  life  curtain  on 

64-bit  chip,  keeps 

mum  on  Intel  project 


IBM  has  spent  the  past  few  years  try- 
ing  to    answer    questions    about    the 
\ce  in  a  client/server  world.  In 
will  start  to  find  out  whether 
;iant  got  It  right. 

r-oriented  rewrite  of  the 

ting  system  is  supposed  to  be 

¥  u     "-^"lary,  following  a 

"-*♦- 


Determined  not  to  lose  mind  share  in  the  processor  game,  Hewlett-Packard  Co. 
last  week  provided  a  glimpse  of  its  64-bit  PA-RISC  8000  architecture,  which 
is  still  a  year  from  delivery. 

At  the  same  time,  officials  at  HP  and  Intel  Corp.  all  but  denied  a  wire  service 
news  report  that  said  the  results  of  the  two  companies'  collaborative  micro- 
processor development  would  re?"'  "      "'  '  in  1997  as  In* 
That  report  was  based  on  cor 
Barrett,  who  t' 

INTUNEWm 

In  showing  r 
that  the  64-br 
UltraSPARC  ar. 
betting  that  64-t 

"By  the  end  c 
Larry  Inman,  HP- 
dont  see  the  valu 


eagerly  awaiting  the  coming  makeover.  | 

a  IBM  reiterates  PowerPC  cl 

p  IBM  is  expected  to  ship  its  long-awaited  1 1 

b  systems  in  June,  but  with  a  beta  version  of  (I 

tl  Lee  Reiswig,  general  manager  of  the  Pers>  j 

e>  Products  division,  said  at  an  analyst  con 

h.  Fla.,Iast''--,  "*-    r    ' 


HP  set  to  launch  PA-800 

systems  not  expected  until 


%,# 


IBM,  Motorola 
show  off  PowerPC" 


620  prototype; 
volume  shipment 
expected  in  '95 

IBM  and  Motorola  are  announcing  the 
PowerPC  620  this  week,  the  most 
advanced  implementation  of  the  PowerPC 
architecture  to  date. 

As  part  of  the  announcement,  the 
two  companies  introduced  the  first  620 
prototype,  with  sample  shipments  to 
follow  in  the  second  quarter  of  1993. 

Volume  productio"  -'     "■■•«*■ w  % 
second  half  -' 


IBM,  Motorola  To 

Announce 
64-bit  PowerPC 

Sun  announces 
untested  64-bit  chip 


Hewtrtt-r  Jard  Co.  plans  to  announce  its  next 
Tcision  Architecture  microproces- 
\  on  March  6. 

is  expected  to  achieve  a  rating 
J  SPECint92  and  greater  than  550 
•hose  performance  numbers  are 
ige  as  the  processor  nears  produc- 
iiiliar  wiili  the  product  said, 
speed  greater  than  200 


Sun  Microsystems  Inc's  Spa 
Business  and  MIPS  Technology! 
announced  the  architecture  of  th 
processors  a  year  before  they  w* 
products. 

"Its  sort  of  a  liars  race,"  sai 
editor  of  Inside  the  New  Compx 
"The  stakes  keep  going  up." 

The  RISC  chip  makers  are  0 

ha\e  processors  advanced  enout 

— nete  ^oainst  each  other  but  I 


64-bit  PowerPC 
#r,  which  IBM  and 


ith,  promises  dra- 
orovements  in 
■  multiprocessing 
s  over  the  601, 
34  chips,  sources 


to  come 
— twict 
604's  « 
The 
other  • 
apart 
Powei 


ial 
ace- 
z  in 
artei 

M  sa , 
100  IS 
aefo- 
» prr 
>is 


*  ,;rrosvsWms  Ine.s  SparcTechnolcgy 
-— dthe 
id  the 


1997  date  set  for 
delivery  of  HP/Intel  P7 


Int.!  Corp.  acknowledged 
last  weok  thai  the  P7  will  be 
the  first  chip  to  come  out  of 
•he  alliance  :>  formed  with 


per  second  (see  "Pentium  now. 
VLIW  later,"  Jan.  30.  page  I ). 
The  basic  concept  of  the 
VLIW  is  to  have  the  comr-'- 


onext 

be 

cations 

ad  been 

.atS" 

oteir 

-Ui 


compared  to  Digital  s  Alpha  AXP  2 1 1 64, 
which  has  a  SPECint92  rating  of  330. 

HP,  Suns  biggest  rival,  is  shipping  a  PA-7 1 50 
processor  that  has  a  SPECint  rating  of  1 35  and  1 
next  month  will  introduce  the  PA-7200, 
which  is  expected  to  have  a  SPECmt92  rating  ' 
of  about  150. 

«:—  -«riaw»~'->id  ihe  pertbnnance  gap  but 

PowerPC  Much  hype, 


INTEL-HEWLFTT-PACKARD  ALLIANCE 
SEEN  RALLYING  A  64  BIT  MICROPROCESSOR 
STANDARDS  EFFORT 


traffic,  aoou.. 
tnassive  64KB  Level  cache,  most  previous 
•.,-*•  had  32KB  or 


PC  Week  via  First!:  Hannover.  Germany 
*nc.,  and  Motorola  Inc.  showed  little  restraint  i  | 
"  -BIT  here  last  week,  but  in  private,  officia 
eir  standard  isn't  ready  for  prime  b 
t  range  of  PowerPC  processors  in  t 
0(i  price/performance,  lagging  sys 
it  continues  to  keep  the  PowerPC  fi 

rhere  are  scant  details  of  how  Hewlett-Packard  Co.  ****  and  winnin8  converts  in  ** ' 

joing  to  take  two  to  three  years  for  us  ti 

jil  Hester,  general  manager  of  IBM's  Sy 

Division,  in  Austin,  Texas.  "1  don't  have  illusk 

oventtght  disc- 


plans  to  introd'""  technology  developed  under  its 


». 


SEE  IBM 


I 


Digital's  lucky  chip 

...sales  of  systems  based  on  the  Alpha 
chip  have  taken  off,  jumping  66%  in 
the  past  year,  and  now  exceed  VAX 
sales.  The  chip  excels  at  handling 
thousands  of  concurrent  users-which 
is  why  regional  phone  companies 


In  fact,  its  downright  heartwarming.  Digital,  of  course,  beat  both  of  than  to  64-bit 

computing  long  ago.  And  while  neither  one  has  a  64-bit 

machine  to  sell  you,  we're  now  on  our  second  generation  of 

64-bit  Alpha-based  ivorkstations  and 

servers.  Machines  that  offer 

price/performance  leadership     "V 

at  every  level.  For  example,  our  neiv  AlphaStation"'250 

system  is  half  the  price  of  the  comparably  performing  HP 

workstation!  While  our  neiv  AlphaServer"'  8200  and  8400  systems  are  the  first  and 

only  servers  capable  of  running  the  newest  64-bit  database  products 

— letting  your  application  directly  address  up  to  14GB  of 

data  in  main  memory,  and  giving  you  performance  gains  of  up  to  one  hundred  times  over  32-bit 

enterprise  systems.  Alpha-based  systems  run  thousands  of  applications — including  the  ones  you  need 

r\»».    |  cjl  •        1*1  iffl  /  ) /)/  ij  /  most.  And,  thanks  to  the  enormous  capacity  and 

J\lpiUl  &yStBin  scalability  of  64-bit  architecture,  they'll  work  with 

Digital  Equipment  Corp.  reports  it  shipped  its 
100,000th  64-bit  Alpha  system.  The  milestone  is  sig-         your  present  equipmmt,  andgroiv  almost  lirnitlessly 
nificant,  in  our  opinion,  in  that  competitors  IBM, 
Sun,  and  Hewlett-Packard  have  yet  to  ship  their  first 
64-bit  product  as  your  business  grows.  Sure,  it's  possible  that  HP 

or  IBM  really  will  have  64-bit  machines,  eventually.  But  even  when  they  start  offering  real-world 

64-bit  products,  it'll  still  be  years  before  they'll  have  been  as  thoroughly  tested  and  evolved  as  ours  are 

right  now.  So  why  wait:  Whatever  your  business,  whatever  your  budget,  you  can  do  what  thousands 

I  PS  I  of  companies  all  over  the  world  have  done — and  what  IBM  arid  HP  have  been  unable 


to  do — have  a  64-bit  computer  you  can  call  your  own.  For  more  information,  contact  your  Digital 
business  partner.  Or  call  1-800-DIGITAI.  Or  reach  us  via  our  Internet  address:  moreinfo@digital.com. 


'As  of  6.6/95  AAL 

©1995  Digital  Equipment  Corporal  IIGfTAL  logo,  AlphaSiatior  and  AlphaServer  are  trademarks  ol  Digital  Equipment  Corporation  All  other  products  are  Ir.i'i  ompanies. 
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FORBES  FOREIGN  RANKINGS 


Wi  AUSTRALIA    «« 


Country  statistics 

Population 

Gross  domestic  product 

GDP  per  capita 

Total  national  debt/GDP 

R&D  expenditures/GDP 

Unemployment  rate 

Retail  sales  per  capita 


17.7  million 

$293.0  billion 

$16.6  thousand 

13.0% 

1.3% 

9.9% 

$4.0  thousand 


Yield  3.8%   •   Market  value  $209  billion  •  Year-tp-date  price  change  -1% 


Total  return 

YTD         1-yr         5-yr* 

-9.4%     -10.7%    7.8% 


Largest  equity  fund 
First  Australia  Fund 

'Annualized. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


Business  climate  '89  vs  '94 


Trade  State       Personal        Fiscal 

policies    interference     taxes         policies 

A  score  of  10  means  conditions  are  optimum 


Performance  relative  to  EAFE 

200 


•90    '91      '92     '93      '94    '95 


lull 


E 

Count 

ftyllli 


1994 
Rank 


Company/business 


177  "Broken  Hill  Proprietary/energy 

188  ■  Coles  Myer/retailing 

261  ■  News  Corp/media 

267  ■Woolworths/retailing 

285  ■  Natl  Australia  Bank/banking 

346  aANZ  Banking/banking 

389  aWestpac  Banking  Group/banking 

412  ■  Commonwealth  Bank  Group/banking 

444  a  Pacific  Dunlop/multi-industry 

481  a CSR  Group/multi-industry 

493  aCRA/metals-steel 


Revenue 
($mil) 

11,378 
11,103 
8,049 
7,897 
7,268 

6,002 
5,348 

5,099 
4.825 
4,394 
4.252 


Net 
income 
($mil) 

883 
296 
925 
138 
1,213 

584 
500 
472 
210 
291 
424 


Assets 
($mil) 

20,405 
5,109 

19,646 
1,760 

81,214 

65,758 

60,358 

59,762 

4,918 

5,222 

7,160 


Market 
value 
($mil) 

19,274 
4,050 

15,044 
2,127 

11,653 

4,866 
6,680 
5,957 
2,276 

2,974 
7,950 


Stock 
price 

($) 

12.66 
3.14 
5.30 
2.07 
8.51 

3.59 
3.67 
6.58 
2.14 
3.15 
13.34 


1994 
($) 

0.77E 

0.22 

0.49 

0.14 

0.90 

0.40 
0.26 
0.53 
0.20 
0.32 
0.71 


-EPS- 


1995E 
($) 

0.88 
0.25 
0.34 
NA 
1.00 

0.46 
0.38 
0.74 
0.19 
0.31 
0.79 


Yield 
(%) 

2.8 
4.8 
0.4 
4.2 
6.7 

5.8 
4.5 
7.9 
7.6 
6.6 
3.2 


Employees 
(thou) 


48.0 
135.4 
25.8 
79.0 
43.9 

39.6 
31.4 
37.3 
49.4 
22.0 
17.8 


llM| 


BELGIUM 


Country  statistics 

Population 

Gross  domestic  product 

GDP  per  capita 

Total  national  debt/GDP 

R&D  expenditures/GDP 

Unemployment  rate 

Retail  sales  per  capita 


Largest  equity  fund 


P/E15 


10.4  million 

$218.9  billion 

$21.0  thousand 

106.2% 

1.6% 

10.1% 

$5.9  thousand 

Total  return 

YTD         1-yr         5-yr* 

NA 


Yield  4.4%    •   Market  value  $97  billion     •  Year-to-date  price  change  14% 


Wright  EquiFund-Belgian/Lux      13.8%     13.6% 

"Annualized.  NA:  Not  available. 


Business  climate  '89  vs  '94 


6.6  6.4 


Sources;  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective 


Trade  State        Personal 

policies    interference     taxes 

A  score  of  10  means  conditions  are  optimum 


bin 
HDe 
Unora 


1994      Company/business 
Rank 


85      Fortis  Group/insurance 
176      Delhaize  Le  Lion  Gro  ^/retailing 

196  a  Petrof ina/energy 
237      Tractebel/multi-industry 
248      Generale  Bank  Group/banking 

27 1  a  Solvay  Group/chemicals 


212 


Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

($mil) 

income 

($mil) 

value 

price 

1994 

1995E 

(%) 

(thou) 

($mil) 

649 

($mil) 

($) 

($) 

($) 

10.96 

19,279 

126,913 

7.7033 

107.38 

8.52 

3.2 

30.5 

11,383 

120 

3,711 

2,394 

46.68 

2.34 

2.97 

2.3 

83.8 

10,724 

307 

10,872 

6,944 

300.26 

13.18 

19.48 

3.2 

12.7 

8,907 

320 

19,957 

4,986 

361.97 

23.25 

27.41 

4.6 

36.3 

8,606 

378 

126,889 

3,971 

314.40 

25.32 

31.85 

5.3 

21.7 

7,838 

238 

7.4321 

4,603 

552.43 

27.59 

54.02 

4.2 

39.9 

Forbes  ■  July 

17, 1995 

largra 


1994  Company/business 
Rank 

BELGIUM 

290  GIB  Group/retailing 

323  Bank  Bruxelles  Lambert/banking 

333  aArbed/metals-steel 

352  Kredietbank/banking 

424  Cockerill  Sambre/metals-steel 

464  Soc  Generate  de  Belgique/multi-industry 


venue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

(mil) 

income 

($mil) 

value 

price 

1994 

1995E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

2.9 

7,016 

66 

2,855 

1,581 

46.95 

1.94 

3.45 

51.0 

6,199 

232 

81,340 

3,019 

159.44 

12.25 

15.65 

4.7 

13.3 

6,148 

11 

8,849 

916 

148.06 

1.49 

20.79 

0.0 

43.0 

5,936 

314 

83,579 

3,497 

239.59 

21.49 

26.41 

4.2 

12.4 

4,980 

24 

5,283 

2,061 

6.48 

0.08 

0.62 

5.5 

26.4 

4,582 

329 

8,654 

5,111 

72.39 

4.66 

5.96 

5.4 

18.4 

•e  BRAZIL 


P/E  12.1    •    Yield  2.2%   •      Market  value  $147  billion    •   Year-to-date  price  change  -20% 


Country  statistics 

Population 

159.4  million 

Gross  domestic  product 

$429.3  billion 

GDP  per  capita 

$2.7  thousand 

Total  national  debt/GDP 

17.1% 

R&D  expenditures/GDP 

NA 

Unemployment  rate 

5.1% 

Retail  sales  per  capita 

$0.6  thousand 

Total  return 

Largest  equity  fund 

YTD         1-yr         5-yr 

Brazil  Fund 

-13.0%    28.1%     26.3'; 

"Annualized.  NA:  Not  available. 

Business  climate  '89  vs  '94 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


Trade  State       Personal 

policies    interference     taxes 


Fiscal 
policies 


A  score  of  10  means  conditions  are  optimum 


Reals  per  $U.S. 

1.0 

0.8 

0.6 

0.4 

0.2 

0.0 

•90    '91      '92     '93      '94    '95 


1994 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS* 

Yield* 

Employees 

Rank 

($mil) 

income 
($mil) 

($mil) 

value 

($mil) 

price* 
($) 

1994          1995E 

($)              ($) 

(%) 

(thou) 

102 

Petrobras/energy 

17,353 

1,432 

29,113 

8,999 

74.94 

13.19            10.35 

1.5 

54.5 

302 

Banco  do  Brasil/banking 

6,700' 

389' 

71,201' 

1,133 

10.28 

1.24              1.86 

0.0 

125.9 

307 

Banco  Itau  Group/banking 

6,587 

379 

17,624 

3,285 

270.42 

31.44               NA 

3.5 

37.1 

357 

Banco  Bradesco  Group/banking 

5,778 

527 

23,770 

4,890 

7.41 

0.86             0.83 

3.3 

60.4 

417 

Banespa  Group/banking 

5,080' 

213' 

22,876' 

242 

6.63 

7.36E          -1.29 

00 

34.5 

P/E  18 


Yield  2.5%    •   Market  value  $317  million  •  Year-to-date  price  change  10% 


Country  statistics 

Population 

27.7  million 

Gross  domestic  product 

$571.3  billion 

GDP  per  capita 

$20.6  thousand 

Total  national  debt/GDP 

45.5% 

R&D  expenditures/GDP 

1.5% 

Unemployment  rate 

10.4% 

Retail  sales  per  capita 

$7.0  thousand 

Total  return 

Largest  equity  fund 

YTD         1-yr         5-yr' 

Fidelity  Canada 

9.3%       0.2%       6.5% 

"Annualized. 

Business  climate  '89  vs  '94 


Trade  State       Personal 

policies    interference     taxes 


Fiscal 
policies 


Performance  relative  to  EAFE 

200 


'90    '91      '92     '93      '94    '95 


Canadian  dollars  per  $U.S. 


A  score  of  10  means  conditions  are  optimum 


1.4b 
1.35 
1.25 
1.15 
1  05 

Bjp 

BE 

i 

MM 

'90    '91      '92      '93      '94    '95 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF;  Lipper  Analytical  Services:  Morgan  Stanley  Capital  International  Perspective. 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  March  fiscal  year-ends,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.  "Sponsored  ADR.  •  Non-sponsored 
ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  3Combined  market  value  for  Fortis  AMEV  &  Fortis  AG.  Price,  EPS  and  yield  are  only  for  Fortis 
AG.  NA:  Not  available.  E:  Estimate.  'Figures  are  per  thousand  shares. 
Sources:  Worldscope/Disclosure  Partners  and  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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1994 

Company/business 

Rank 

CANADA 

115 

BCE/telecomm 

213 

Royal  Bank  of  Canada/banking 

222 

George  Weston/retailing 

256 

Canadian  Imperial  Bank/banking 

257 

Alcan  Aluminium/metals-nonfer 

293  Bank  of  Nova  Scotia/banking 

300  Bank  of  Montreal/banking 

316  Thomson  Corp/media 

349  Imasco/multi-industry 

356  Imperial  Oil/energy 

373  Seagram/bev  &  tobacco 

407  Canadian  Pacific/multi-industry 

408  Toronto-Dominion  Bank/banking 
438  Noranda/metals-nonfer 

469  Provigo/retailing 

476  Great-West  Lifeco/insurance 

478  Oshawa  Group/retailing 

485  Bombardier/aero  &  defense 

494  Hudson's  Bay  Co/retailing 


Revenue 
($mil) 


15,868 
9,901 
9,521 
8,264 
8,216 

6,910 

6,712 
6,354 
5,956 
5,779 

5,563 
5,165 
5,154 
4,857 
4,497 

4,444 
4,419 
4,327 
4,244 


Net 
income 
($mil) 

863 
862 

86 
656 

96 

355 
608 
427 
371 
263 

811 
288 
503 
242 
-72 

154 
39 
176 
134 


Assets 
($mil) 


27,154 
123,382 

3,382 
106,302 

9,989 

94,737 
99,627 

9,358 
38,125 

8,503 

12,956 
12,056 
70,203 
8,437 
728 

19,370 

933 

3,3851 

2,852 


Market 
value 

($mi!) 

9,703 
6,934 
1,554 
5,266 
6,639 

4,767 
5,544 
8,170 
4,259 
7,531 

11,144 
5,798 
4,533 
4,340 
467 

1,474 

582 

3,686 

1,072 


Stock 
price 
($) 


31.37 
22.07 
33.02 
24.35 
29.55 

21.07 
20.89 
13.95 
18.24 
38.85 

29.91 
16.96 
15.05 
19.43 
5.39 

18.70 
15.32 
22.34 
18.61 


1994 
($) 

2.58 
2.35 
1.82 
2.59 
0.34 

1.30 
2.22 
0.74 
1.53 
1.36 

2.18 
0.85 
1.58 
1.06 
-0.89 

1.74 
1.03 
1.06 
2.35 


-EPS- 


1995E 
{$) 

2.01 
2.58 
2.72 
3.04 
2.81 

2.44 
2.37 
0.82 
1.77 
2.06 

1.53 
1.08 
1.66 
1.85 
0.45 

1.91 
1.26 
1.37 
1.90 


Yield 

(%) 


6.3 
3.8 
1.5 
4.4 
1.0 

4.3 
4.6 
3.6 
3.8 
3.4 

2.0 
1.4 
4.3 
3.8 
0.8 

3.1 
2.5 
1.3 
3.6 


Employee; 
(thou) 


116.0 
49.2 
77.0 
40.8 
42.0 

33.1 
34.8 
48.6 
65.8 
8.3 

16.1 
36.2 
25.7 
31.0 
14.3 

6.92 
17.5 
36.5 
56.5 


FRANCE 


P/E  24     •     Yield  3.3%    •   Market  value  $505  billion  •  Year-to-date  price  change  14% 


Country  statistics 

Population 

57.9  million 

Gross  domestic  product 

$1.3  trillion 

GDP  per  capita 

$21.9  thousand 

Total  national  debt/GDP 

27.4% 

R&D  expenditures/GDP 

2.4% 

Unemployment  rate 

12.6% 

Retail  sales  per  capita 

$6.1  thousand 

Business  climate  '89  vs  '94 


Performance  relative  to  EAFE 

200 


Largest  equity  fund 
France  Growth  Fund 

"Annualized. 


Total  return  

YTO         1-yr         5-yr* 

14.6%     11.7%      7.2% 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


policies    interference     taxes 
A  score  of  10  means  conditions  are  optimum 


1994 

Company/business 

Net 

income 

Assets 
($mil) 

Market 
value 

Stock 
price 

FPC 

Yield 
(%) 

Employees 
(thou) 

Rank 

($mil) 

1994 

1995E 

■  Elf  Aquitaine  Group/energy 

37,405 

($mil) 

-6 

48,902 

($mil) 

($) 

($) 

-0.02 

($) 

30 

20,237 

80.65 

3.74 

4.9 

89  5 

31 

UAP-Union  des  Assurances/insurance 

34,564 

282 

160,167 

8,292 

28.04 

0.96 

*        1.41 

3.2 

50.4 

36 

■  Renault  Group/automobiles 

32,157 

656 

42,345 

7,743 

32.52 

2.82 

3.41 

3.2 

138.3 

39 

■  Alcatel  Alsthom/elec  &  electron 

30,195 

652 

44,113' 

13,316 

90.87 

4.43 

5.97 

5.0 

195.0 

42 

■  Peugeot  Groupe/automobiles 

29,934 

558 

26,259 

7,538 

150.64 

11.16 

16.52 

1.2 

129.8 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  March  fiscal  year-ends,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.     "Sponsored  ADR.     "Non-sponsored 
ADR.     'Figures  are  latest  available.    2Not  fully  consolidate  '.  NA:  Not  available.     E:  Estimate. 
Sources:  Worldscope/Disclosure  Partners  and  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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Symbiosis:  ism 

Symbiosis  is  one  of  the  natural  world's  truly  beautiful 
systems.  In  reality,  this  principle  of  dynamic  natural  rela- 
tionships exists  not  only  among  plants  and  animals;  it  also 
applies  to  animals  and  humans,  humans  and  humans, 
companies  and  companies,  companies  and  the  environ- 
ment, humans  and  the  earth.  It  is  this  very  relationship, 
expressed  by  the  term  "Symbiosis :  ism",  that  is  our  goal  for 
bringing  about  better  business  global  partnerships.  Through 
both  free  competition  and  harmony,  based  on  a  spirit  of 
mutual  benefit  and  trust,  Nippon  Steel  will  continue  to  make 
these  interactions  more  productive  and  fruitful  for  our  lives. 

NIPPON  STEEL 


ainrorontnijEwim 


FORBES  FOREIGN  RANKINGS 


1994 
Rank 

Company/business 
FRANCE 

Revenue 

($mil) 

Net 
income 

(Smil) 

Assets 

(Smil) 

Market 
value 

($mil) 

Stock 
price 
($) 

1994 

($) 

-EPS 

1995E 

($) 

Yield 
(%) 

Employee: 
(thou) 

51 

■  Generale  des  Eaux  Groupe/services 

28,134 

603 

41,788 

12,193 

110.62 

5.47 

6.61 

2.0 

215.3 

59 

Credit  Lyonnais  Group/banking 

25,754 

-2,180 

327,903 

2,948 

56.52 

-41.79 

1.00 

0.0 

68.3 

62 

■  Total  Group/energy 

24,629 

612 

22.6821 

13,462 

61.87 

2.78 

3.44 

3.9 

49.8 

64 

Carrefour  Group/retailing 

24,549 

383 

11,055 

12,650 

493.36 

14.92 

20.54 

1.6 

90.3 

65 

AXA  Group/insurance 

24,207 

408 

144,842 

8,494 

52.86 

2.54 

3.42 

3.1 

30.2 

66 

GAN-Assur  Nationales/insurance 

23,613 

-955 

125,210' 

1,654 

35.80 

-20.66 

-2.00 

0.0 

36.2 

68 

■  BNP  Group/banking 

21,916 

298 

271,635 

9,365 

49.28 

1.63 

3.50 

2.0 

55.1 

78 

■  Societe  Generale  Group/banking 

20,545 

693 

278,006 

9,767 

117.26 

8.88 

10.78 

4.1 

45.0 

83 

■  Suez  Group/banking 

19,567 

-862 

114,651 

7,536 

51.07 

-5.89 

3.62 

4.8 

41.0 

90 
95 

Groupe  Paribas/banking 

Lyonnaise  des  Eaux-Dumez/multi-industry 

18,586 
18,005 

309 
191 

242,237 
28,829 

7,097 
5,802 

64.36 
102.17 

2.81 
3.37 

4.20 

5.6 

25.7 

4.97 

3.4 

120.0 

105 

Promodes  Group/retailing 

17,053 

162 

7,309 

4,117 

231.30 

9.10 

11.43 

1.4 

46.7 

106 

AGF-Assur  Genera  les/insurance 

16,996' 

1731 

64,499' 

4,819 

35.94 

1.18 

2.14 

2.5 

21.8 

120 

■  Rhone-Poulenc  Group/chemicals 

15,545 

547 

22,941 

7,551 

23.97 

1.15 

1.87 

3.5 

81.6 

137 

■  Groupe  Danone/food,  household 

13,836 

635 

16,308 

11,493 

164.92 

9.32 

10.75 

2.9 

68.2 

148 

Bouygues  Group/construction 

13,042 

103 

14,914 

2,704 

123.29 

4.67 

5.73 

4.2 

80.0 

149 

Pinault-Printemps-Redoute/retailing 

12,751 

218 

10,166 

4,566 

217.22 

10.50 

12.76 

3.1 

60.8 

150 

Pechiney/metals-nonfer 

12,741 

-676 

12,921 

3,230 

63.96 

-13.38 

3.71 

4.5 

57.5 

158 

Saint-Gobain/misc  materials 

12,192 

653 

16,976 

10,141 

124.90 

8.44 

10.38 

3.7 

80.9 

160 

Michelin  Group/industrial  comp 

12,107 

232 

13,138 

4,923 

45.52 

2.19 

4.33 

0.0 

117.8 

184 

Casino  Groupe/retailing 

11,257 

88 

5,776 

2,316 

31.96 

1.17 

1.72 

4.7 

45.1 

210 

•  Schneider/machinery  &  eng 

10,080 

122 

10,566' 

4,860 

78.44 

2.04 

3.65 

2.9 

91.5 

221 

■  Lagardere  Groupe/multi-industry 

9,551 

111 

10,838' 

1,908 

22.25 

1.29 

1.82 

2.5 

40.0 

226 

Credit  Commercial/banking 

9,274 

217 

-  61,552 

3,097 

45.82 

3.20 

3.98 

3.0 

10.9 

249 

•  L'Oreal  Group/personal  care 

8,578 

519 

8,460 

16,154 

262.67 

8.68 

11.63 

0.9 

39.0 

269 

Docks  de  France/retailing 

7,853 

91 

3,116 

2,003 

158.69 

8.03 

8.88 

2.5 

32.8 

298 

■  Groupe  Havas/services 

6,799 

137 

4,847' 

4,023 

81.30 

3.44 

3.81 

3.2 

18.3 

308 

■  Thomson  CSF/aero  &  defense 

6,554 

-173 

11,383 

3,151 

27.39 

-1.48 

2.25 

2.2 

46.8 

319 

Credit  Foncier/banking 

6,322 

49 

70,496 

1,557 

128.52 

8.53 

9.05 

6.6 

3.3 

327 

344 

Eiffage/construction 
Saint  Louis/forest  products 

6,171 
6,047 

55 
264 

7,889 
7,172 

1,358 
2,439 

196.90 
304.71 

9.18 
36.96 

11.35 
24.77 

6.7 

43.0 

3.8 

23.0 

345 

Accor/leisure 

6,029 

128 

7,742' 

3,169 

128.12 

5.18 

6.49 

4.2 

143.7 

354 

■  Lafarge  Coppee/bldg  materials 

5,915 

401 

8,200' 

6,650 

81.42 

5.13 

6.54 

2.5 

30.6 

360 

•  L'Aire  Liquide  Group/chemicals 

5,719 

441 

7,034' 

10,032 

156.68 

6.89 

8.56 

2.7 

28.0 

361 

Esso/energy 

5,713 

33 

1,795 

1,373 

115.25 

2.78 

6.39 

9.2 

2.9 

387 

•  Groupe  Bull/data  processing 

5,388 

-353 

3,417' 

237 

44.33 

-66.16 

NA 

0.0 

27.9 

393 

Galeries  Lafayette/retailing 

5,309 

3 

2,922 

505 

388.17 

2.02 

19.61 

0.6 

33.5 

420 

■  LVMH  Group/bev  &  tobacco 

5,037 

1,157 

12,028 

16,410 

189.66 

13.37 

10.24 

1.9 

14.9 

458 

Comptoirs  Modernes/retailing 

4,637 

73 

1,784 

1,593 

311.14 

14.19 

17.33 

1.9 

18.8 

474 

CarnaudMetalbox/misc  materials 

4,483 

171 

5,326 

3,598 

43.73 

2.09 

2.58 

3.0 

30.3 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  Maich  fiscal  year-ends,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.    ^Sponsored  ADR.     •  Non-sponsored 
ADR.     'Figures  are  latest  available.     2Not  fully  consolidated.  NA:  Not  available.     E:  Estimate. 
Sources:  Worldscope/Disclosure  Partners  and  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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GERMANY      p*  ™ 


Yield  2.7%    •   Market  value  $548  billion  •  Year-to-date  price  change  9% 


Country  statistics 

Population 

80.6  million 

Gross  domestic  product 

$1.9  trillion 

GDP  per  capita 

$23.5  thousand 

Total  national  debt/GDP 

26.5% 

R&D  expenditures/GDP 

2.5% 

Unemployment  rate 

9.6% 

Retail  sales  per  capita 

$5.2  thousand 

Total  return 

Largest  equity  fund 

YTD         1-yr         5-yr* 

New  Germany  Fund 

8.5%       6.5%       4.3% 

'Annualized. 

Business  climate  '89  vs  '94 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 

IMF;  Lipper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


7.3  7.3 


7.0 


4.2 


4.2  4.1 


hill 

Trade  State       Personal       Fiscal 

policies    interference     taxes         policies 

A  score  of  10  means  conditions  are  optimum 


1994 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

FP«t 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1994 

1995E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

2.3 

341.9 

13 

■  Daimler-Benz  Group/automobiles 

64,133 

649 

60,393 

24,789 

483.23 

13.29 

19.49 

17 

•  Siemens  Group/elec  &  electron 

51,035 

1,067 

50,661 

26,088 

474.41 

19.09 

27.67 

2.2 

393.9 

20 

■  Volkswagen  Group/automobiles 

49,323 

92 

52,353 

8,935 

280.62 

2.77 

17.86 

1.1 

243.6 

23 

Allianz  Worldwide/insurance 

43.8951 

5831 

137.0811 

37,591 

1,807.27 

35.74 

41.16 

0.9 

69.9 

27 

VEBA  Group/utilities 

40,050 

823 

38,646 

18,435 

379.32 

19.29 

26.47 

4.0 

129.0 

35  •Deutsche  Bank  Group/banking  32,573  823  368,261  23,168  488.53  17.36  34.10  3.6  65.1 

38  •Hoechst  Group/chemicals  30,587  545  26,199  12,672  215.53  9.27  19.27  4.7  169.8 

52  «RWE  Group/utilities  27,309  547  39,485  16,487  337.10  13.46  18.29  4.2  118.0 

54  •  BASF  Group/chemicals  26,913  791  25,735  13,022  213.56  12.98  21.11  4.7  105.8 

55  •  Bayer  Group/chemicals  26,756  1,214  27,352  16,698  240.95  17.56  23.72  5.4  148.2 

58      BMW-Bayerische  Motor/automobiles  25,958  427  24,983  10,580  537.59  21.84  34.66  2.4  100.9 

75  •Thyssen  Group/metals-steel  21,083  32  14,484  5,895  188.35  1.03  16.31  0.0  131.9 

86      Munchener  Ruck/insurance  18,964  114  68,478  14,888  1,726.09  7.65  34.17  0.6  17.3 

88  •Mannesmann  Group/machinery  &eng  18,732  130  13,922  10,698  292.13  9.24  15.32  1.5  124.9 

98      VIAG  Group/multi-industry  17,844  622  23,278  7,775  379.25  30.32  24.78  2.7  86.2 

103  nDresdner  Bank/banking  17,284  614  253,818  12,337  278.15  14.30  20.12  4.9  44.9 

124  «Karstadt  Group/retailing  14.819E  26  4.4661  3,410  405.93  10.54E  13.77  3.2  76.0 

130  •  Bayer  Vereinsbank/banking  14,306  348  205,430  7,653  289.80  13.56  20.40  5.0  22.0 

133  ■Commerzbank/banking  14,064  648  220,704  7,897  235.79  19.41  16.59  5.8  26.4 

134  Preussag  Group/multi-industry  14,002  171  9,336  4,516  296.51  11.23  19.27  3.4  66.8 

140  ■Kaufhof/retailing  13,611  43  5,561  2,978  331.80  9.33 

152      Krupp  Hoesch  Group/metals-steel  12,562  -6  10,779  3,088  148.47  1.27 

154      Bayerische  Hypotheken/banking  12,437  310  174,527  6,845  266.29  12.79 

156      Metallgesellschaft/multi-industry  12,362  -1,627  7,153  1,328  16.17  -24.58 

172  •  Deutsche  Lufthansa/airlines  11,607  180  11,711  5,126  134.13  9.24 

175      ASKO  Group/retailing  11,413  185  4,368  2,127  513.94  44.35  18.14  1.4  65.9 

195      MAN  Group/machinery  &eng  10,758  89  11,054  3,825  265.66  5.40  11.58  2.7  58.5 

223      Gehe/personal  care                                       9,367  85  3,100  2,553  437.70  16.27  21.96  2.3  11.3 

243      Henkel  Group/food,  household                      8,670  243  6,771  5,545  379.81  20.64  25.56  2.9  40.6 

254      Degussa/misc  materials                               8,335  94  4,709  2,683  312.74  13.27  19.98  2.3  27.3 

268      SPAR  Handels/retailing                              7,864  25  1,711  871  324.74 

311      Philipp  Holzmann/construction                    6,522  66  6,808  2,275  518.89 

339  ■  Continental  Group/industrial  comp                6,086  43  4,402  1,431  152.70 

375      VEW-Vereinigte  Elekt/utilities                     5,517  111  8,371  6,488  324.39 

390      AGIV/multi-industry                                      5,346  66  3,618  1,279  319.80 

429      Deutsche  Babcock  Group/machinery  fceng     4,926  21  2,754  796  113.66  3.02  4.45  3.1 

431       Linde/machinery&eng                                 4,910  133  4,112  4,102  585.95  18.13  28.10  2.6  29.2 

461      AVA/retailing                                              4,622  NA  1,2711  1,224  398.16  11.15E  13.41  2.5  25.3 
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3.6 

69.1 

12.78 

0.0 

72.7 

19.34 

3.8 

17.5 

0.07 

0.0 

27.4 

9.18 

3.0 

58.0 

14.79 

14.40 

1.3 

23.0 

21.81 

24.14 

2.6 

43.3 

4.62 

8.75 

2.6 

49.0 

10.21 

11.86 

2.5 

14.1 
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24.00 

3.8 
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Special  Advertising  Series 


This  continuing  series  of  Ohio  business  reports  is  a  public-private  partnership  between  the  Ohio  Department  of  Develo 


ANCHOR  HOCKING 


Anchor  Hocking  began  making  glass- 
ware in  1905.  By  the  mid-1980s  the  company 
was  running  on  a  ragged  edge  because  of 
outmoded  business  practices,  poor  customer 
service  and  lost  focus  in  the  marketplace. 

Enter  Illinois-based  Newell  Co.,  which 
owns  22  housewares,  hardware  and 
office-products  businesses,  including 
such  companies  as  Mirro,  Levolor,  Goody 
Intercraft,  Sanford  and  Lee/Rowan. 

Newell  manufactures  and  markets  high- 
volume  staple  consumer  products  that  are 
sold  through  a  variety  of  retail  and  wholesale 
distribution  channels.  Product  categories 
include  housewares,  hardware,  home  furnish- 
ings and  office  products. 

Newell,  a  $3  billion  company,  is  well 
known  for  its  ability  to  salvage  under- 
achieves. It  saw  in  Anchor  Hocking  a 
company  with  diminished  asset  values 
and  sky-high  overhead  but  a  respected 
name  and  considerable  market  share. 

The  word  coined  for  the  salvage 
operation  is  "Newellization."  Newell  trims 
overhead,  inventories  and  operating  costs, 
forges  a  focused  business  strategy,  shapes 
a  talented  management  team,  invests  in 
technological  innovation  and  systems 


management  and  builds  a  high  level  of 
customer  service.  Foremost  is  a  focus 
on  enhanced  shareholder  value. 

A  "Newellized"  company  rises  to  a  higher 
level  of  performance  in  a  relatively  short  time. 

And  rise  Anchor  Hocking  did.  Born 
again  in  a  freshly  minted,  far  more  competi- 
tive format,  the  company  is  a  market  leader 
in  innovative  new  products  in  retail  and 
foodservice  glassware,  ovenware  and 
servingware.  The  company  now  generates 
almost  twice  as  much  rev- 
enue with  less  than  half  the 
inventory. 

One  key  to  the  turn- 
around was  Newell's  heavy 
commitment  to  new  technol- 
ogy. Starting  with  a  vintage 
facility,  the  company  invested 
some  $65  million  in  modern 
glassmaking  processes  and 
machinery.  Today  the  state- 
of-the-art  facility  is  one  of  the 
largest  pressed-glass  plants  in 
the  U.S.,  producing  almost 
600  tons  a  day. 

The  investment  not  only  brought  greater 
efficiency  to  Anchor  Hocking,  it  provided  the 
means  for  superior  customer  service  and  the 
flexibility  to  produce  a  greater  range  of 
higher-quality  products— more  fashion,  color 
and  features  to  enter  new  market  segments. 

The  company  could  have  started  fresh 
at  some  other  location,  but  Anchor  Hocking's 
location  in  Lancaster  (Fairfield  County)  had 
something  essential  to  the  future  profitabil- 
ity of  the  company:  skilled  employees  with 
a  tremendous  work  ethic  and  a  sense  of 
pride  in  being  part  of  the  Anchor  Hocking 
family.  Some  of  the  1,300  employees  are 
■  hird-generation  Anchor  Hocking  personnel, 


"With  continuing 
technological  innovation 
ue  further  separate 
ourselves  from  the 
competition. " 
Mark  Eichhorn,  President 
Anchor  Hocking 


and  many  are  irreplaceable  skilled 
neers  and  machinists. 

Anchor  Hocking's  new  customer 
maximizes  technology  through  an  Elect  j 
Data  Transfer  system.  This  capal. 
enables  consumer  purchases  to  be  ii 
diately  registered  at  the  factory,  prov 
a  seamless  flow  of  product  from  pro 
tion  to  consumer.  This  results  in  a  cust' 
service  record  that  has  raised  the  hig 
for  the  industry.  It  also  means  lower 
sumer  costs,  which  c .1 
better  values. 

Anchor  Hocking  ce 
ues  its  growth  strategy.  Tl 
eludes  expanding  the 
business  on  seven  contir    • '> 
"Our  customer  focus  and!  ' 
erful  merchandising  leaded 
will  be  the  keys  that  allc 
to  grow  our  business  glob  t  ' 
says  Mark  Eichhorn,  presi 
"Our  primary  objee 
are  to  be  the  leading  sup!  fas 
of  retailer  solutions  ar   potif 
continuously  market  ini 
tive  new  products,"  says  Vice  Preside 
Merchandising  Steve  Alamin. 
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■ANCHOR  HOCKING 

614-687-2500 

■  FAIRFIELD  COUNTY  DEVELOPMF 

614-653-8251 

OHIO  DEVELOPMENT  OPPORTUN! 

800-345-OHIO 
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INTAS 
:ORPORATION 


Explosive  expansion,  record-setting 

loroj/enues  and  one  of  the  most  celebrated 

;  iSt(juiagement  systems  in  American  industry. 

No,  this  isn't  some  high-tech  upstart. 

>  Cintas,  the  nation's  fastest-growing, 

i  gest  publicly  held  provider 

corporate  identity  uniforms. 

Cintas,  with  annual  sales 

over  $600  million,  has 

lalked  up  an  uninterrupted 

years  of  record  sales  and 

ofits.  The  company  claims 

;Q(jefi5%  share  of  the  uniform 

iirket,  a  slice  that  has 

Blollpled  since  the  company 

nt  public  in  1983. 

Cintas  makes,  rents,  sells 

I  d  cleans  work  uniforms  and 

ns  j[  :essories. 

More  than  1.7  million 
;;]|3ple  wear  Cintas  uniforms.  Customers 
hide  Avis,  Jergens,  General  Mills,  Delta 
lines,  DHL  and  Wal-Mart,  plus  150,000 
all  and  medium-sized  businesses. 


"Our  Mason  'partners 

thrive  on  our 

high-performance 

environment. " 

Robert  J.  Kohlhepp, 

President, 

Cintas  Corporation 


Cintas  is  widely  recognized  as  one  of 
America's  "best-managed  companies." 
United  Shareholders  Association  puts 
Cintas  in  the  top  25  of  the  1,000  largest 
publicly  traded  companies,  based  on 
responsiveness  to  shareholders. 

A  primary  objective  is  to  maximize  the 
long-term  value  for  its  shareholders  and 
9,700  working  "partners"  by  exceeding 
customers'  expectations.  "That  statement 
drives  every  major  decision  we  make,"  says 
Robert  J.  Kohlhepp,  president. 
Kohlhepp  says  the 
Cintas  culture  is  its  ultimate 
competitive  advantage.  The 
company  promotes  an  atmo- 
sphere of  high  morale,  with 
open  lines  of  communication. 
Headquartered  in  Mason 
in  Cincinnati's  northern 
suburbs,  Cintas  found  em- 
ployees that  measure  up 
to  the  corporate  culture. 
"We  have  enthusiastic, 
can-do  'partners',  people 
who  enjoy  an  environment 
with  high-performance  standards,"  says 
Kohlhepp. 

Cintas  brought  all  administrative 
functions  under  one  roof  in  Mason  in  1991 
after  reexamining  several  sites.  The  cor- 
porate complex  is  undergoing  a  55,000 
square  foot  expansion,  increasing  its  size 
to  425,000  square  feet.  A  state-of-the-art 
distribution  center  in  Mason  enables  the 
company  to  provide  one-day  turnaround 
for  new  orders. 

Cintas,  which  serves  242  metro  areas, 
is  entering  several  new  markets  each  year. 
Some  of  its  growth  will  come  from  acquisi- 
tions, as  Cintas  continues  to  buy  companies 


For  two  years  in  a  row,  Ohio  has 
been  rated  the  national  leader  in 
business  development.  The  com- 
panies profiled  here  illustrate  the 
diversity  and  strength  of  our 
economy.  Read  their  stories  and 
learn  why  so  many  companies 
choose  to  expand  and  grow  in  Ohio. 


George  V.  Voinovich,  Governor 


that  complement  its  core  competencies. 

The  company  plans  to  grow  in 
niche  markets,  providing  flame-resistant 
clothing  and  expanding  into  uniforms 
for  the  airline,  security  and  hospitality 
industries. 

But  Cintas  is  also  looking  for  a  big- 
ger slice  of  its  current  markets.  "Two- 
thirds  of  our  new  customers  have  never 
had  a  uniform  program,"  says  Kohlhepp. 
"Companies  recognize  that  how  their 
people  look,  feel  and  function  is  terribly 
important  to  the  success  of  the  com- 
pany. Companies  are  trying  to  knock  down 
barriers,  create  a  team  spirit  and  build  a 
professional  image.  Uniforms  fit  into  all 
of  that." 
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■  CINTAS  CORPORATION 

513-4591200 

■  WARREN  COUNTY  DEVELOPMENT 

513-933-1224 

OHIO  DEVELOPMENT  OPPORTUNITIES 

800-345-OHIO 
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FORBES  FOREIGN  RANKINGS 


ITALY 


P/ENM      •    Yield  1.6%    •   Market  value  $179  billion  •  Year-to-date  price  change  1% 


Country  statistics 

Population 

58.2  million 

Gross  domestic  product 

$1.0  trillion 

GDF  per  capita 

$17.3  thousand 

Total  national  debt/GDP 

83.8% 

R&D  expenditures/GDP 

1.4% 

Unemployment  rate 

11.3% 

Retail  sales  per  capita 

$7.0  thousand 

Total  return  

Largest  equity  fund 

YTD         1-yr         5-yr* 

Italy  Fund 

-1.2%    -14.6%    -5.6% 

'Annualized.  NM:  Not  meaningful. 

Sources;  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


Business  climate  '89  vs  '94 


4.9  5.0 


Trade  State       Personal 

policies    interference     taxes 


Fiscal 
policies 


A  score  of  10  means  conditions  are  optimum 


1994      Company/business 
Rank 


25  ■  Fiat  Group/automobiles 

76  iSTET/telecomm 
101      Generali  Group/insurance 

123  "Ferruzzi/Montedison  Group/multi-ind 
143      Sanpaolo  Group/banking 

201  "Banca  Commerciale  Italian/banking 
236      Banca  di  Roma/banking 
278      Finmeccanica/machinery&eng 

330  aCredito  Italiano/banking 

342  •  Pirelli  Group/industrial  comp 


Revenue 

Net 

Assets 

Market 

Stock 

($mil) 

income 

($mil) 

value 

price 

($mil) 

($mil) 

($) 

1994 

($) 


-EPS- 


1995E 

($) 


Yield 
(%) 


Employees 
(thou) 


40,834 

627 

58,848 

16,929 

3.95 

0.13 

0.28 

0.8 

248.2 

20,962 

1,178 

41.7581 

14,338 

2.88 

0.25 

0.21 

2.3 

142.4 

17.6491 

3881 

51,486' 

19,436 

24.25 

0.52E 

0.58 

0.9 

34.4 

14,884 

-618 

23,420' 

1,020 

0.62 

-0.09E 

0.02 

0.0 

39.4 

13,445 

79 

153,115 

3,385 

5.64 

0.34 

0.52 

2.6 

24.7 

0,382 

204 

92,554 

3,649 

2.31 

0.13 

0.16 

3.3 

28.2 

8,968' 

197' 

89,586' 

3,017 

0.93 

0.04E 

0.06 

0.0 

23.4 

7,515 

32 

13,511' 

1,076 

0.66 

-0.01E 

0.02 

0.0 

59.0 

6,152 

40 

74,823 

2,539 

1 14 

0.02 

0.08 

1.9 

17.2 

6,072 

68 

6,077 

2,054 

1.43 

0.05 

0.07 

0.0 

38.5 

369    •  Olivetti  Group/data  processing 

5,629 

-421 

7,551' 

1,238 

0.99 

-0.18E 

-0.05 

0.0 

33.2 

395      Banco  di  Napoli/banking 

5,266 

-1 

63,298 

679 

0.67 

-0.67 

-0.08 

0.0 

11.6 

457      Alitalia  Group/airlines 

4,646' 

-218' 

3,487' 

414 

0.49 

-0.18E 

-0.08 

0.0 

27.9 

467    ■  Istituto  Mobiliare  Italia/banking 

4,550 

342 

42,533 

3,732 

6.22 

0.57 

0.53 

3.9 

3.5 

JAPAN 


P/ENM 


Yield  0.9%    •   Market  value  $3.5  trillion   •  Year-to-date  price  change  -4% 


Country  statistics 

Population 

124.6  million 

Gross  domestic  product 

$4.3  trillion 

GDP  per  capita 

$34.3  thousand 

Total  national  debt/GDP 

56.5% 

R&D  expenditures/GDP 

3.0% 

Unemployment  rate 

2.9% 

Retail  sales  per  capita 

$8.8  thousand 

Total  return 

Largest  equity  fund 

YTD         1-yr         5-yr* 

Japan  Fund 

-17.8%   -22.6%    -2.8% 

'Annualized.  NM:  Not  meaningful. 

Business  climate  '89  vs  '94 


Performance  relative  to  EAFE 

200 


'90    '91      '92     '93      '94    '95 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


Trade  State       Personal       Fiscal 

policies    interference     taxes         policies 

A  score  of  10  means  conditions  are  optimum 


All  figures  except  per-sht:  ins  are  in  mil  lions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fis  -^r-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  March  il  year-ends,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.  ^Sponsored  ADR.  •  Non-sponsored 
ADR.     'Figures  are  latest  avai  2Not  fully  consolidated.  NA:  Not  available.     E:  Estimate. 

Sources;  Worldscope/Disclosure  Partis        d  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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Pentium 
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JNG  THE  FIR 
THE  PENTIUM'S  FULL  POTENTIAL. 


When  the  rush  was  on  to  introduce 
a  notebook  with  a  Pentium™  processor, 
Texas  Instruments  decided  to  do  what 
others  thought  couldn't  be  done. 

We  created  a  notebook  that  maximizes 
Pentium  performance  by  integrating 
full  PCI  bus  architecture  in  our  Texas 
Instruments  TravelMate"  5000. 

And  for  flexible  connectivity,  we 
designed  a  way  to  allow  external  access 
from  the  PCI  bus  to  the  latest  peripherals. 

It  was  a  challenge  we  addressed  for  two 
tsimple  reasons:  to  give  users  true  desktop 
Pentium  performance/or  faster  running 
software  and  expansion  capabilities 


for  long-term  investment  protection. 

So  now  you  have  a  notebook  with 
smoother  full-motion  video  and  enhanced 
3-D  graphics.  In  addition,  we  designed  the 
TravelMate  5000  to  take  advantage  of  the 
"plug  and  play"  capabilities  of  Windows  95® 
when  it  becomes  available. 

But  our  engineers  didn't  stop  there. 
We  added  a  second  lithium  ion  battery 
without  sacrificing  size,  weight  or  elimi- 
nating a  floppy  drive. 

The  TI  TravelMate  5000.  For  more 
information  on  what  others  thought  you 
couldn't  do  with  a  notebook,  simply  call 
1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com). 


75  MHz  Pentium  processor  with  PCI  Bus 

10.4" Active  Matrix  or  10.5"  Dual  Scan  displays 

2MB  Video  memory 

8MB  RAM,  expandable  to  32MB 

810  million  bytes  (=  772MB)  or  524  million 
bytes  (=500MB)  Hard  Disk  Drives* 

Multimedia  package:  Built-in  16-bit  sound, 
internal  speaker  and  dual  mode  microphone 

Two  Lithium  ion  battery  packs 

Serial  infrared  port  for  wireless  connectivity 


^    YERR 


Warranty  may  vary  from  country  to  country.  Contact  your  local  TI  office  for  details.  Batteries  and  options  are  covered  by  a  one  year  limited 
warranty  TravelMate  and  "Extending  Vour  Reach'  are  trademarks  of  Texas  Instruments.  Windows  95  is  a  registered  trademark  of  Microsoft 
Corporation.  Pentium  is  a  trademark  and  the  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation  *Dependingon  model.  ©  1995  TI. 


EXTENDING      YOUR      REACH™ 

^V  Texas 
Instruments 
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FORBES  FOREIGN  RANKINGS 


1994     Company/business 
Rank 


JAPAN 

1  •Mitsubishi/trading 

2  ■  Mitsui  &  Co/trading 

3  •  Itochu/trading 

4  Sumitomo/trading 

5  •  Marubeni/trading 

6  •Toyota  Motor/automobiles 

7  Nissho  Iwai/trading 

9  ■  Hitachi/elec  &  electron 

10  ■  Nippon  Tel  &  Tel/telecomm 

11  ■  Matsushita  Electric  Indl/appliances 


12 

Tomen/trading 

14 

■  Nissan  Motor/automobiles 

15 

Nichimen/trading 

16 

Kanematsu/trading 

19 

Tokyo  Electric  Power2/utilities 

21      Toshiba/elec  &  electron 

26  ■  Sony/appliances 

28  ■  Honda  Motor/automobiles 

29  ■NEC/elec  &  electron 

32      Mitsubishi  Motors/automobiles 

34  •  Fujitsu/data  processing 

37  •  Daiei/retailing 

40  •  Fuji  Bank/banking 

41  ■  Mitsubishi  Bank/banking 

44  •Sumitomo Bank/banking 

45  Nippon  Steel/metals-steel 

46  •Mitsubishi  Electric/elec  &  electron 

47  •  Sanwa  Bank/banking 

48  Mitsubishi  Heavy  Inds/machinery  &  eng 

49  ■  Ito-Yokado/retailing 

50  •  Indl  Bank  of  Japan/banking 

56  •  Dai-lchi  Kangyo  Bank/banking 

57  •  Sakura  Bank/banking 

60  Kansai  Electric  Power2/utilities 

61  East  Japan  Railway/trucking,  RR 

63      Long-Term  Credit  Bank/banking 
67      Mazda  Motor/automobiles 
69      Nippon  Oil/energy 

73  Shimizu/construction 

74  •Taisei/construction 

87  ■  Canon/data  processing 

89  •Jusco/retailing 

91  •  Kaj  i  ma/construction 

92  •NKK/metals-steel 

93  Chubu  Electric  Power2/utilities 


Revenue 
($mil) 


175,777 
171,433 
167,770 
162,421 
150,137 

108,967 
100,842 
76,405 
70,820 
69,923 

69,878 
58,712 
56,184 
55,837 
50,071 

48,212 
40,088 
39,914 
37,933 
34,358 

32,784 
32,058 
30,093 
29,981 
29,611 


Net 
income 
($mil) 

219 

264 

82 

73 

104 

1,770 

53 

1,146 

768 

911 

10 

-1,671 

40 

-153 

807 

450 
-2,952 
619 
355 
127 

453 

-504 

47 

254 

-2,856 


Assets 
($mil) 


106,199 
80,155 
71,987 
57,324 
76,598 

116,349 
54,834 
102,312 
142,670 
91,798 

36,331 
80,503 
23,946 
18,887 
149,742 

61,145 
47,274 
33,737 
46,461 
31,633 

41,565 
22,858 
571,083 
547,737 
565,971 


Market 
value 
($mil) 

17,940 
12,233 
8,749 
9,668 
7,965 

72,222 
3,421 
31,766 
129,154 
32,470 

2,432 

16,256 

1,944 

1,183 

42,458 

20,292 
18,043 
14,402 
16,407 
7,948 

17,406 
8,863 
66,479 
68,823 
65,385 


Stock 
price 

($) 

11.45 
7.88 
6.14 
9.08 
5.33 

19.40 

4.36 

9.66 

1,279.13 

15.49 

3.63 
6.47 
4.59 
4.07 
31.70 

6.30 
48.26 
14.78 
10.65 

8.63 

9.58 
12.42 
22.95 
23.89 
20.82 


1994 

($) 

0.14 
0.17 
0.06 
0.07 
0.07 

0.48E 
0.07 
0.33 
49.21 
0.41 

0.02 
-0.67 

0.09 
-0  53 

0.60 

0.14 
-7.01 
0.38 
0.23 
014 

0.25 

-0.73 

0.02 

0.09 

-0.91 


-EPS- 


1995E 
($) 

0.23 
0.22 
0.15 
0.21 
0.12 

0.59 
0.14 
0.45 
14.87 
0.38 

0.09 

-0.29 
0.13 
0.06 

0.68 

0.19 
1.31 
0.22 
0.37 
0.26 

0.35 
0.09 
0.13 
0.16 
0.24 


Yield       Employees 
(%)  (thou) 


0.8 
1.1 
1.2 
1.0 
1.3 

0.9 
1.4 
1.3 
0.7 
1.0 

1.8 
1.3 
1.5 
1.5 
1.9 

1.9 
1.2 
1.1 
1.1 

1.0 

1.2 
1.6 
0.4 
0.4 
0.5 


34.0 
12.1 

7.32 
23.6 

99 

110.5 
17.0 
331.7 
230.0 
254.1 

3.22 

143.3 

2.72 

3.9 

43.4 

175.0 
138.0 

92.8 
151.1 

29.42 

164.4 
26.02 
16.3 
15.7 
17.2 


28,994 

-40 

50,895 

24,773 

3.60 

-0.01 

0.08 

0.8 

98.6 

28,793' 

241' 

32.5261 

14,852 

6.92 

0.19 

0.31 

1.7 

111.1 

28,789 

225 

582,208 

62,101 

21.41 

0.08 

0.19 

0.5 

14.9 

28,671 

784 

38,944' 

23,148 

6.87 

0.23 

0.31 

1.4 

67.1 

28,628 

709 

17,052 

21,972 

52.99 

1.74 

2.16 

0.8 

33.6 

28.4031 

203' 

386,916' 

68,416 

29.10 

0.12E 

0.16 

0.3 

5.52 

26,183 

282 

581,638 

59,055 

18.92 

0.09 

0.12 

0.5 

19.12 

26,060 

206 

559,480 

40,203 

11.95 

0.06 

0.12 

0.8 

21.6 
26.7 

25,093 

301 

71,347 

25,556 

26.38 

0.31 

0.62 

2.2 

24,635 

660 

81,602 

20,627 

5,156.71 

164.90 

17.52 

1.1 

79.72 

24,610 

71 

371,595 

21,877 

9.14 

0.03 

0.13 

1.0 

3.92 

22,181 

-414 

15,955 

3,877 

3.60 

-0.38 

-0.18 

0.0 

28.92 

21.903E 

210 

29,550 

8,000 

6.51 

0.17 

0.19 

1.3 

11.1 

21.3691 

4051 

28,925' 

8,020 

10.17 

0.12 

0.20 

1.0 

12.1 

21.1361 

235' 

31,522' 

6,561 

6.43 

0.13E 

0.11 

1.5 

13.62 

18,915 

304 

22,327 

12,960 

15.61 

0.35 

0.57 

0.9 

67.7 

18,714 

230 

12,362 

6,715 

21.76 

0.75 

0.78 

1.1 

12.62 

18,308' 

IP 

31,917' 

9,460 

9.84 

0.24 

0.14 

1.1 

14.62 

18,134 

-385 

34,938 

8,877 

2.52 

-0.11 

0.02 

0.0 

43.1 

18,133' 

2431 

53,091' 

20,250 

27.44 

0.57E 

0.61 

2.2 

20.6 

94    «Tokai  Bank/banking 

18,087' 

314' 

311,455' 

25,437 

12.54 

0.10 

0.13 

0.8 

12.3 

104    •  Bank  of  Tokyo/banking 

17,060' 

469' 

242,445' 

35,873 

17.74 

0.26E 

0.31 

0.6 

17.7 

107      Nippon  Express/trucking,  RR 

16,980 

265 

12,025 

9,095 

8.47 

0.25 

0.33 

0.8 

49.72 

108      Japan  Energy/energy 

16,720' 

63' 

15,246' 

3,933 

3.60 

-0.13E 

0.05 

1.6 

7.7 

1 10      Toyota  Tsusho/trading 

16,593 

16 

9,388 

1,692 

6.68 

0.06 

0.17 

1.3 

2.12 

All  figures  except  per-share  items        n  mi  I  lions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year         -ate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  March  fiscal  y       =nds,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.    "Sponsored  ADR.     •  Non-sponsored 
ADR.     'Figures  are  latest  available.         >t  fully  consolidated.  NA:  Not  available.     E:  Estimate. 
Sources:  Worldscope/Disclosure  Partners  ana       ~  international,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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To  us,  it's  a  crystal  ball. 

To  some  people,  it's  just  a  warehouse,  a  pipeline,  a  library.  To  ALLTEL,  our  ALLTEL 
Information  Services  subsidiary  (formerly  Systematics)  is  a  way  of  seeing  opportunities  for 
future  growth,  worldwide.  Added  to  our  foundation  in  the  telephone  industry,  and  our  high- 
performance  cellular  business,  ALLTEL  looks  great  today  —  with  an  excellent  record  of 
growth  and  financial  success,  34  years  of  consecutive  annual  dividend  increases  and  recent 
inclusion  in  the  S&P  500. 

And  we're  iooking  at  an  even  better  tomorrow.  For  more  information,  call  ALLTEL  at 
(501)  661-8999.  _/l|  ITEf 
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FORBES  FOREIGN  RANKINGS 


1994     Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

FPI 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1994 

1995E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

JAPAN 

111    •  Sanyo  Electric/appliances 

16,442 

110 

22,148 

10,010 

5.13 

0.06 

0.08 

1.2 

58.4 

1 16      Japan  Tobacco/bev  &  tobacco 

15.8371 

591' 

17,381' 

18,829 

9,414.55 

33.48 

40.10 

0.8 

24.02 

119    •  Bridgestone/industrial  comp 

15,606 

312 

17,062 

11,431 

14.67 

040 

0.66 

1.0 

89.7 

121    •  Isuzu  Motors/machinery  &  eng 

15,385 

29 

14,370 

4,218 

4.09 

0.03 

0.11 

0.0 

14.92 

122      Cosmo  Oil/energy 

14.9191 

81' 

12,013' 

3,960 

6.27 

0.25E 

0.30 

1.5 

3.62 

125      Nichii/retailing  14,779  -75  15,319  3,144  11.41  -0.27  0.04  2.1  20.6 

128  Tohoku  Electric  Power2/utilities  14,326  498  38,600  13,957  28.03  1.00  1.02  2.1  14.5 

129  Obayashi/construction  14,310  74  26,042  5,684  7.63  010  0.15  1.2  12.62 
131  •Sharp/appliances  14,075'  295'  19,702'  15.799  14.19  0.40  0.50  0.9  42.9 
139  •Nippondenso/industrialcomp  13,817  364  14,917  15,651  18.10  0.43  0.58  1.0  55.9 


141    •  Mitsubishi  Chemical/chemicals 

13,487 

31 

21,782 

10,520 

4.80 

0.01 

0.08 

0.7 

14.32 

142    ■  Kobe  Steel/metals-steel 

13,485 

-931 

23,207' 

7,948 

2.80 

-0.34 

0.03 

0.0 

17.82 

144      Kawasho/trading 

13,309' 

10' 

7,680' 

536 

4.45 

0.02 

0.05 

0.0 

2.22 

145      Seiyu/retailing 

13,218 

22 

15,212 

2,859 

12.77 

0.10 

0.19 

1.5 

10.92 

146    •  Asahi  Bank/banking 

13,211' 

190' 

261,963' 

28,835 

12.42 

0.09E 

0.13 

0.7 

14.92 

151      Suzuki  Motor/automobiles 

155  •  Sekisui  House/construction 

159  •  Asahi  Glass/misc  materials 

161  Mitsui  Fudosan/real  estate 

162  •  Dai  Nippon  Printing/services 


12,663 
12,389 
12,141 
12,071' 
12,004 


202 
402 

170 

94' 

495 


9,803 
16,604 
16,301 
35,641' 
14,265 


4,484 
8,575 

14,571 
9,097 

11,528 


9.99 
12.66 
12.42 
11.22 
15.38 


0.45 

0.59 

0.15 

0.13E 

0.66 


0.49 
0.76 
0.23 
0.13 
0.76 


194      Kawasaki  Heavy  lnds/machinery&  eng  10,772 

202  Ishikawajima-Harima/machinery&eng  10,297 

203  •Fuji  Photo  Film/leisure  goods  10,274 

204  ■  Ricoh/data  processing  10,268 

205  •  Matsushita  Electric  Works/elec  &  electron  10,236 


103 
144 
614 
187 
166 


13,337 
15,191 
17,607 
14,780 
12,208 


5,078 
5,160 
12,356 
5,241 
8,576 


3.76 
3.97 

24.01 
8.04 

11.64 


0.08 
0.11 
1.19 
0.27 
0.23 


0.12 
0.12 
1.54 
0.33 
0.38 


0.9 
1.7 
0.9 
0.9 
1.2 


1.6 
1.8 
1.1 
1.5 
1.3 


13.82 
14.0 
9.42 
10.5 
31.7 


164 

Nippon  Credit  Bank/banking 

11,928' 

159' 

164,861' 

9,586 

5.52 

0.08 

0.09 

1.3 

3.02 

165 

Kyushu  Electric  Power2/utilities 

11,840' 

365' 

36,691' 

13,327 

28.39 

0.96 

0.98 

2.1 

14.0 

167 

Sumitomo  Trust  &  Banking/banking 

11,757 

40 

168,589 

17,069 

13.72 

0.03 

0.22 

0.7 

7.1 

168 

Snow  Brand  Milk  Prods/food,  household 

11,680 

102 

6,095 

2,453 

7.57 

0.31 

0.32 

1.1 

7.82 

169 

•  Japan  Air  Lines/airlines 

11,651' 

-347' 

20,839' 

12,372 

6.95 

-O.02E 

-0.01 

0.0 

20.92 

170  •  Asahi  Chemical  Ind/chemicals  11,622  78           13,539  10,133  7.03  0.05  0.12  1.0  17.12 

174      Daiwa  Bank/banking  11,502  17  170,662'  15,013  9.89  0.01  NA  0.8  9.62 

178  •Toppan  Printing/services  11,378  160           11,965  9,511  13.60  0.24  0.61  1.1  33.0 

180  ■Sumitomo  Metal  Inds/metals-steel  11,338'  -360'          22,154'  9,338  2  97  -0.09  0.12  0.0  21.62 

182  •Sumitomo  Electric  Inds/industrial comp  11,272  204           13,438  8,299  11.67  0.29  0.52  1.0  39.4 


183    ■Tokio  Marine  &  Fire  Ins/insurance 

11,263' 

287' 

45,917' 

17,745 

11.47 

0.18 

0.25 

0.8 

14.9 

185      Takashimaya/retailing 

11,250' 

-24' 

8,134' 

3,005 

13.60 

-0.06 

0.07 

0.7 

9.42 

186      Mitsui  Trust  &  Banking/banking 

11,205' 

87' 

146,066' 

11,777 

9.83 

0.09 

0.11 

0.8 

6.22 

189    •  Fuji  Heavy  Inds/automobiles 

11,103 

12 

8,122 

2,146 

3.67 

0.02 

0.17 

0.0 

15.32 

192    ■  Kawasaki  Steel/metals-steel 

10,988' 

-204' 

20,983' 

12,268 

3.77 

-0.06E 

0.09 

0.0 

17.32 

17.52 

27.3 

26.6 

50.1 

30.6 


206 

Mitsubishi  Oil/energy 

10,181' 

135' 

7,977' 

4,374 

9.75 

0.31 

0.38 

1.2 

2.4 

207 

Yasuda  Fire  &  Marine  lns2/insurance 

10,151 

109 

39,609 

6,019 

6.78 

0.12 

0.17 

1.2 

12.5 

208 

•  Mitsukoshi/retailing 

10.114 

-42 

5,685 

3,994 

8.30 

-0.09 

-0.02 

0.9 

12.22 

211 

Chugoku  Electric  Power2/utilities 

10,076 

224 

28,257 

9,509 

26.14 

0.62 

0.78 

2.3 

11.4 

212 

Nippon  Paper  Inds/forest  products 

9,955 

49 

12,790 

7,067 

7.45 

0.05 

0.12 

1.1 

15.2 

214  •  Daiwa  House  lndustry2/construction 

215  Mitsubishi  Materials/metals-nonfer 
217  •  Mitsubishi  Trust  &  Bank/banking 
219      Sumitomo  Chemical/chemicals 
227  ■  Komatsu/machinery  &  eng 

All  figures  except  per-share  items  are  in  r,  tions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year-eno  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 

January,  February  or  March  fiscal  year-ei        1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.     "Sponsored  ADR.     •  Non-sponsored 
ADR.     'Figures  are  latest  available.     zNot        i  consolidated.  NA:  Not  available.     E:  Estimate. 
Sources:  Worldscope/Disclosure  Partners  and  IBES  i.      national.  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 


9,869 

385 

12,227 

7,472 

15.61 

0.80 

1.00 

1.3 

11.4 

9,868' 

-26' 

13,740' 

5,499 

4.85 

0.04 

0.04 

1.2 

9.72 

9,795' 

211' 

156,840' 

21,102 

16.20 

0.10 

0.14 

0.6 

6.72 

9,573 

87 

13,744 

8,305 

5.12 

0.05 

0.09 

0.7 

17.4 

9,248 

103 

17,258 

7,825 

7.79 

0.10 

0.14 

1.2 

28.0 

244 
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Ssangyong:  Reliability 

in  a  variety  of  business  circles. 


A  corporation's  survival  depends  on  its  reputation  for 
reliability. 

Ssangyong  has  a  56-year  history  of  reliability. 
Partners  in  more  than  120  countries  depend  on 
Ssangyong  and  we're  doing  our  best  to  meet  their  needs. 

Ssangyong's  reputation  in  the  fields  of  international 
trade,  engineering  and  construction,  automobiles, 
cement,  oil  refining,  investment  and  securities,  heavy 
industries  and  machinery,  paper,  insurance,  shipping 
and  information  systems  has  resulted  in  total  sales  of 
US$19  billion  in  1994 


Our  capital  and  technical  cooperation  with 
Mercedes-Benz,  the  capital  venture  with  Saudi 
Arabia's  Aramco  and  the  construction  of  over  7,000 
deluxe  hotel  guest  rooms  in  the  Pacific  Rim  are  just  a 
few  examples  of  our  successful  partnerships. 

These  days,  when  reliable  business  partners  are  hard 
to  find,  you  need  a  corporation  that  builds  reliability 
in  a  variety  of  business  circles. 

We're  looking  forward  to  talking  business  with  you. 


Ssangyong 


International  Trade,  Engineering  &  Construction,  Automobiles,  Cement,  Oil  Refining,  Investment  &  Securities,  Heavy  Industries  &  Machinery,  Paper,  Insurance,  Computers 
•C.P.O.  Box  409.  Seoul,  Korea  •  Phone:  (822)  270-8155-8, 270-8130  •  Fax:  (822)  273-0981 ,  273-8297, 274-2896  •  Telex:  TWINDRA  K24270,  K28215,  K28442 
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FORBES  FOREIGN  RANKINGS 
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1994 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees  1 

Rank 

($mil) 

income 

($mil) 

value 

price 

1994 

1995E 

(%) 

(thou) 

JAPAN 

($mil) 

($mil) 

($) 

($) 

($) 

231 

■  Kubota/machinery  &  eng 

9,082' 

76' 

11,615' 

9,670 

6.86 

0.11E 

0.16 

1.0 

24.0 

232 

•  Toray  Industries/chemicals 

9,062 

101 

13,870 

9,084 

6.48 

0.07 

0.16 

1.3 

31.9 

234 

•  Kirin  Brewery/bev  &  tobacco 

9,019 

511 

14,510 

12,137 

11.53 

0.49 

0.54 

1.2 

8.42 

239 

Sekisui  Chemical/bldg  materials 

8.8451 

196' 

9,050' 

6,489 

11.76 

0.04 

0.64 

1.1 

6.02 

241 

Maruha/food,  household 

8,838' 

-36' 

4,073' 

1,086 

3.62 

0.05E 

0.08 

0.0 

12.0 

244 

UNY/retailing 

8,661 

117 

5,343 

3,000 

15.85 

0.62 

0.56 

0.9 

10.72 

246 

Fuji  Electric/elec  &  electron 

8,617 

38 

9,253 

3,577 

5.00 

0.05 

0.10 

1.9 

14.22 

247 

•  Kumagai  Gumi/construction 

8,616' 

-60' 

18,196' 

3,220 

4.73 

-0.12E 

-0.05 

0.8 

8.92 

250 

Dainippon  Ink  &  Chems/chemicals 

8,551 

65 

11,901 

3,789 

4.78 

0.08 

0.11 

1.5 

24.8 

252 

Tokyo  Gas/utilities 

8.4341 

150' 

14,668' 

11,798 

4.20 

0.05E 

0.07 

1.4 

12.82 

255 

Toshoku/trading 

8,309 

23 

8,144 

1,196 

5.52 

0.12 

0.14 

1.3 

1.6 

258 

Daihatsu  Motor/automobiles 

8,172 

12 

6,067 

1,855 

4.35 

0.03 

0.05 

0.8 

12.22 

260 

Kinki  Nippon  Railway/trucking,  RR 

8.0741 

39' 

14,058' 

13,672 

8.69 

0.01 

0.04 

0.7 

12.42 

264 

•  Nippon  Yusen/shipping 

7.9541 

57' 

12,375' 

6,999 

5.96 

0.03 

0.05 

0.8 

2.6 

265 

•  All  Nippon  Airways/airlines 

7,948' 

-87' 
122 

13,420' 
6,998 

16,279 
3,048 

11.28 

-0.05E 

-0.01 

0.3 

15.02 

266 

Aisin  Seiki/industrial  comp 

7,942 

11.00 

0.44 

0.50 

1.2 

11.52 

270 

•  New  Oji  Paper/forest  products 

7.847 

55 

10,990 

7,741 

10.42 

0.07 

0.20 

1.0 

9.12 

273 

Daimaru/retailing 

7,770 

-89 

3,788 

1,374 

5.07 

-0.33 

-0.27 

0.7 

11.9 

274 

Takeda  Chemical  Inds/personal  care 

7.766 

518 

12,442 

11,704 

13.37 

0.59 

0.70 

1.2 

15.8 

275 

Nippon  Meat  Packers/food,  household 

7,656 

107 

6,039 

3,341 
8,181 

14.67 
7.42 

0.47 

0.69 

1.3 

3.82 

282 

•  Yasuda  Trust  &  Banking/banking 

7,306 

94 

88,607' 

0.09 

0.10 

1.1 

5.22 

283 

•  Ajinomoto/food,  household 

7,303 

118 

8,536 

7,367 

11.35 

0.18 

0.23 

1.0 

12.3 

288 

•  Kao/food,  household 

7,175' 

206' 

6,930' 

7,242 

12.06 

0.40 

0.51 

1.1 

7.22 

289 

•  Fujita/construction 

7,027' 

85' 

14,755' 

2,427 

4.91 

0.10 

0.08 

1.8 

5.92 

291 

Toyo  Seikan  Kaisha/misc  materials 

7.0001 

221' 

6,267' 

6,680 

33.12 

1.53E 

1.72 

0.3 

6.82 

292 

•  Mitsui  Marine  &  Fire  Ins/insurance 

6,994 

90 

28,890 

5,077 

6.99 

0  12 

0.17 

1.2 

9.2 

294 

Sumitomo  Forestry/bldg  materials 

6,907 

101 

4,147 

2,837 

16.09 

0.57 

0.74 

0.7 

3.82 

301 

Yamaha  Motor/leisure  goods 

6,705 

41 

6,119 

1,815 

7.88 

0.18 

0.21 

0.9 

8.52 

306 

Oki  Electric  Industry/elec  &  electron 

6,612 

325 

6,867' 

3,859 

6.30 

0.53 

0.37 

0.0 

22.6 

309 

Osaka  Gas/utilities 
•  Hino  Motors2/machinery  &  eng 

6,529' 

138' 
44 

11,056' 
4,273 

9,419 

3.73 

-0.01E 

0.02 

1.6 

10.82 
9.5 

312 

6,459 

2,786 

7.69 

0.12 

0.21 

0.9 

313 

Toda2/construction 

6,454 

79 

8,991 

3,234 

10.05 

0.25 

0.32 

1.1 

6.0 

315 

Tokyu  Construction/construction 

6,392 

-5 

9,097 

1,253 

5.44 

-0.02 

0.10 

2.4 

5.02 

320 

Asahi  Breweries/bev  &  tobacco 

6,313 

64 

17,868 

5,056 

12.06 

0.15 

0.16 

0.9 

10.3 

322 

Nishimatsu  Constructions/construction 
Sato  Kogyo/construction 

6,271 

135 

8,850 

3,199 

11.58 
7.22 

0.49 

0.60 

1.2 

5.6 

324 

6,197' 

11' 

10,149' 

1,887 

0.08 

0.07 

1.0 

5.72 

328 

Sumitomo  Marine  &  Fire2/insurance 

6,171 

103 

27,524 

5,621 

8.42 

0.16 

0.22 

1.0 

7.4 

331 

Yuasa  Trading/trading 

6,151 

-7 

4,846 

604 

5.42 

-0.06 

0.20 

1.7 

1.72 

335 

•  Furukawa  Electric/industrial  comp 

6,118' 

8' 

6,856' 

3,330 

5.07 

0.08E 

0.12 

1.4 

9.9 

336 

Nippon  Light  Metal/metals-nonfer 
•  Nomura  Securities/financial  svcs 

6,111 
6,104' 

-51 
395' 

7,210 
97,406' 

2,952 
35,283 

5.50 
17.98 

-0.10 

0.01 

0.4 

5.02 

337 

-0.09 

0.18 

0.7 

10.92 

338 

•  Yamazaki  Baking/food,  household 

6,099 

140 

3,875 

4,403 

19.99 

0.64 

0.81 

0.7 

17.62 

340 

Chori/trading 

6,083 

-12 

3,663 

333 

3.39 

-0.13 

0.07 

0.0 

1.32 

341 

Yamato  Transport/trucking,  RR 

6,078 

108 

5,249 

4,076 

11.19 

0.33 

1      0.35 

1.3 

56.5 

365 

Mitsui  O.S.K.  Lines/shipping 

5,643' 

-55' 

10,059' 

3,256 

2.97 
19.63 

-0.04 

0.01 

0.0 

1.62 

366 

Kinden2/construction 

5,642 

195 

6,748 

4,314 

0.89 

0.94 

0.6 

9.5 

367 

Nichirei/food,  household 

5,634 

41 

4,194 

2,074 

6.67 

0.13 

0.16 

1.1 

8.2 

371 

Tonen/energy 

5,617 

215 

7,493 

11,012 

17.03 

0.33 

0.42 

3.5 

2.32 

377 

Hitachi  Zosen/machinery  &  eng 

5,510 

68 

7,470 

4,302 

4.29 

0.07 

0.12 

1.7 

5.52 

378 

Hazama/construction 

5,505' 

18' 

9,405' 

1,443 

4.49 

0.06 

0.07 

1.3 

5.3 

All  figures  except  per-share  items  are  in  millions 

if  U.S.  dollars 

Revenue,  ne 

t  income  a 

nd  1994  EPS  ar< 

:  converted  at  an  avera 

ge  rate  of  exchan 

geforthef 

iscal  year; 

assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group 

or  consolidated  operations  and  exclud 

e  excise  taxes  and  duties. 

For  companies  with 

January 

February  or  March  f  seal  year-ends,  1994  figures  are  used  unless 

noted.  Market  value  is  as 

of  May  31, 

1995. 

■  Sponsored  ADR 

.    •Non- 

sponsored 

ADR. 

Figures  are  latest  ava^  >ble.     2Not  fully 

consolidated. 

NA:  Not  avai 

able.     E: 

Estimate. 

Sources: 

Worldscope/Disclosure  Pan   -  -s  and  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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In  1990,  Enron  Corp. 
announced  plans  of 
becoming  the  world's 
first  natural  gas  major. 
This  year,  we're 
announcing  the  achieve- 
ment of  that  vision.  And 
the  evidence  for  our  claim, 
we  think,  is  overwhelming. 
Quite  simply,  Enron  is 
the  largest  natural  gas 
company  in  the  largest 
natural  gas  market  in  the 
world,  and  our  people  are 
recognized  as  the  leading 
and  most  creative  force  in 
natural  gas  worldwide.  In 
fact,  our  natural  gas  base 
and  our  employees'  dedi- 
cation to  excellence  are 
the  secrets  of  Enron's  suc- 
cess in  creating  energy 
solutions  worldwide. 

We  market  more  natur- 
al gas  in  competitive 
imarkets  than  any  other 
company,  period.  We  lead 
the  industry  in  offering 
both  financial  and  physical 
inatural  gas  products.  And 
we  are  building  on  this 
success  by  actively  partici- 
pating in  the  restructuring 
of  the  electricity  industry. 
Already  we've  become  the 
largest  independent  mar- 
keter of  electricity  in 
North  America. 

We  operate  the  largest 
natural  gas  pipeline  sys- 
tem in  the  world  outside 
of  Gazprom  in  Russia. 
We  are  the  most  prof- 
itable independent  pro- 
ducer of  natural  gas  in  the 
US  and  one  of  the  ten 
largest  marketers  of  gas  liq- 
uids globally.  We  are  devel- 
oping more  natural  gas- 
fired,  independent  power 
plants  than  anyone  in  the 
world.  We  own  and  oper- 
ate facilities  in  1 5  countries 
with  projects  in  advanced 
Stages  of  development  in 
nearly  15  more. 


Chairman  &  CEO  Ken  Lay  and  President  &  COO  Rich  Kinder 


This  year, 
it's  become  a 

REALITY. 


Underlying  these  num- 
bers are  our  accomplish- 
ments beginning  with  our 
Teesside  plant  in  the 
United  Kingdom,  the 
largest  natural  gas-fired 
cogeneration  plant  in  the 
world,  and  our  operation  of 
Transportadora  de  Gas  del 
Sur,  the  largest  natural  gas 
pipeline  in  South  America. 

We've  charted  success- 
ful drilling  and  producing 
activities  in  Trinidad  and 
India,  and  we've  begun 
construction  on  a  2,000 
megawatt  power  project 
with  a  world  class  LNG 
facility  in  India.  We're  con- 
structing the  first  independ- 
ent power  project  devel- 
oped by  a  US  company  in 
China,  and  we're  develop- 
ing the  largest  natural  gas 
project  currently  underway 
in  South  America  —  the 
Bolivia  to  Brazil  pipeline  — 
as  well  as  related  power 
projects  in  Brazil. 

These  accomplishments 
led  to  our  successful  offer- 
ing of  Enron  Global  Power 
&  Pipelines  (EPP),  the 
owner  and  operator  of 
completed  power  and 
pipeline  projects  outside 
the  US,  Canada  and 
Western  Europe.  The 

first  offering  of  its 
^>     kind,  EPP  exemplified 
Enron's  success  in 

creating  new  equity 
products. 

At  Enron,  the  creative 
process  never  stops.  Nor 
does  our  pursuit  of  excel- 
lence, as  we  continually 
seek  solutions  for  our  cus- 
tomers around  the  world. 


ENRON 
CORP 


® 


Creating  energy  solutions  worldwide. 


HiMwiwCT—annniiiH 


FORBES  FOREIGN  RANKINGS 


1994      Company/business 
Rank 


JAPAN 

379      Toyota  Auto  Body2/automobiles 

382  ■Shiseido/personalcare 

383  UBE  Industries/misc  materials 

384  Hokkaido  Electric  Power2/utilities 

385  •  Kanebo/textile.apparel 

386  •  Bank  of  Yokohama/banking 


388      Kandenko^construction 

391  Penta-Ocean  Construction/construction 

392  Maeda2/construction 

396      Shin-Etsu  Chemical/chemicals 

399  •Marui/retailing 

400  •Teijin/chemicals 

401  •Konica/leisure  goods 

403  Mitsui  Construction2/construction 

404  •  Mitsubishi  Estate/real  estate 
406      General  Sekiyu  Group/energy 

409  "Pioneer  Electronic/appliances 

410  Iwatani  International/utilities 

413  Hokkaido  Takushoku  Bank/banking 

414  Isetan/retailing 

415  Nippon  Fire  &  Marine  lns2/insurance 

416  •  Toyobo/textile.apparel 

418  Matsuzakaya/retailing 

419  Hanwa/retailing 

42 1  ■  Kyocera/electronic  comp 

422  Odakyu  Electric  Railway/trucking,  RR 

423  Mitsui  Toatsu  Chemicals/chemicals 
425      Nagase  &  Co/trading 

427      Sumitomo  Heavy  Inds/machinery  &  eng 
430      Toyo  Trust  &  Banking/banking 

433  ■  TDK/electronic  comp 

434  Seibu  Railway/trucking,  RR 

436  Daikyo2/real  estate 

437  Tostem  Corp/bldg  materials 

439  Yamaha/leisure  goods 

440  Showa  Denko/chemicals 

442  Okura  &  Co/trading 

443  Dai-Tokyo  Fire  &  Marine2/insurance 
445      Sankyo/personal  care 

447  Sumitomo  Rubber  Inds/industrial  comp 

448  Shinshc^/trading 
Misawa  Homes/construction 


449 

451 
452 
454 
460 
466 
472 

475 
477 
484 
488 
489 
490 

491 
492 
495 
499 
500 


•  Nippon  Suisan  Kaisha/food,  household 
Toyoda  Automatic  Loom2/machinery  &  eng 
Sumitomo  Metal  Mining/metals-nonfer 
Shikoku  Electric  Power/utilities 

•  Chichibu  Onoda  Cement/bldg  materials 
Tokyu  Dept  Store/retailing 

Meiji  Milk  Products/food,  household 
Nagasakiya/retailing 

•  Daiwa  Securities/financial  svcs 
Itoham  Foods/food,  household 
Kawasaki  Kisen  Kaisha/shipping 

•  Tokyu  Land/real  estate 

•  Omron/elec&  electron 
Tokyu/trucking,  RR 

Hokuriku  Electric  Power2/utilities 

•  Nintendo/leisure  goods 
Osaka  Uoichiba/trading 


Revenue 
($mil) 


5,489 
5,438 
5,429' 
5,425 
5,411' 
5,411 

5,353 
5,338 
5,333 
5,262 
5,243 
5,217' 

5,209 
5,187 
5.1821 
5,170 
5,130 
5.1131 

5,091' 
5,090' 
5,087 
5,087 
5,061 
5,040' 

5,017 
4,995' 
4,986 
4,966' 
4,939 
4,911' 

4,882 
4,876' 
4,864' 
4,861' 
4,856 
4,850 

4,831 
4,830 
4,791' 
4,772 
4,760 
4,759' 

4,734 
4,718 
4,678 
4,632' 
4,556' 
4,486' 

4,473' 
4,420 
4,346' 
4,292' 
4,287' 
4,275' 

4,273' 
4,253' 
4,221' 
4,183 
4,181' 


Net 
income 
($mil) 

33 
115 
-36' 
226 

-42' 
64 

118 
37 
38 
270 
165 
35' 

39 

2 

209' 

112 

-12 

7' 

25' 
30' 
77 
42 
2 
-1,161' 

436 

29' 

0 

56' 

-29 
50' 

131 
-8' 

-150' 
166' 
54 

-279 

NA 
68 
351' 
10 
2 
21' 

-11 
99 
13 

242' 


25' 
-139 
270' 
28' 
26' 
17' 


78' 

419 
12' 


Assets 
($mil) 


2,296 
6,316 
8,619' 
14,672 
7,284' 
134,035 

4,730 
6,814 
7,578 
7,207 
6,996 
8,709' 

6,097 
7,581 

24,827' 
4,080 
5,314 
4,009' 

102,107' 
5,290' 

21,544 
6.086 
2,639' 

16,263' 

8,674 
9,473' 
8,601 
2,739' 
7,315 
74,406' 

6,305 
'10,747' 
14,882' 
5,371' 
5,273 
7,486 

2,711' 
16,889 
5,874' 
5,468 
2,682 
5,893' 

3,158 

4,648 
6,619 
14,280' 
6,920' 
4,346' 

2,540' 
4,420 

52,282' 
2,217' 
4,530' 

10,211' 

5,353' 
14,764' 
13,518' 

6,476 
949' 


Market 
value 
($mil) 

767 
4,875 
3,171 
5,620 
1,474 
10,564 

2,781 
2,269 
2,038 
5,824 
5,489 
4,944 

2,783 
824 
14,582 
4,097 
3,122 
1,338 

2,930 
2,971 
3,674 

2,558 

2,122 

936 

14,218 
5,467 
3,041 
1,442 
1,957 
7,353 

5,941 
16,707 
1,260 
7,398 
2,318 
3,364 

376 
2,865 
10,316 
1,430 

271 
1,179 

1,412 
4,971 
4,395 
7,276 
2,887 
1,659 

2,000 
792 
14,914 
1,890 
1,773 
2,001 

4,836 
7,119 
5,646 
8,528 
381 


Stock 
price 
($) 


8.93 
12.18 

3.79 

26.02 

2.87 

9.28 

14.90 
6.43 
11.40 
17.98 
14.90 
5.07 

7.78 
3.96 
11.22 
10.76 
17.39 
5.32 

3.15 
13.48 

6.33 

3.70 
12.42 

2.39 

76.05 
7.69 
3.89 
9.52 
3  32 
9.36 

45.18 
38.56 

6.80 
33.83 
11.95 

3.24 

3.73 
7.04 

23.18 
7.32 
3.45 
9.23 

4.77 
17.62 
7.90 

26.49 
5.00 
6.03 

6.74 
5.33 
11.09 
8.28 
3.03 
4.38 

18.45 

6.48 

26.14 

60.20 

6.80 


1994 

($) 

0.38 
0.29 
0.01 
1.05 
-0.14 
0.06 

0.63 
0.10 
0.21 
0.83 
0.45 
0.02 

0.11 
0.01 
0.12E 
0.30 
-0.07 
0.06E 

0.06 
0.11E 

0.13 
0.06 

0.01 
-5.17 

2.32 
0.05E 
0.00 
0.40E 
-0.05 
0.08 

0.99 
-0.04E 
0.27 
1.16E 
0.28 
-0.27 

-0.49E 
0.17 
0.89E 
0.05 
0.03 
0.33 

-0.04 
0.35 
0.02 
0.62E 
0.01E 
0.01 

0.09 
-0.94 
-0.33 

0.13E 
-0.02E 
-0.24E 

0.47 

O.00E 
0.69 
2.96 
0.21 
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PS 

Yield 

Employees 

1995E 

(%) 

(thou) 

($) 

0.44 

1.3 

8.7 

0.41 

1.2 

24.0 

0.05 

0.0 

7.52 

1.23 

2.3 

6.6 

-0.11 

0.0 

8.12 

0.11 

0.6 

6.3 

0.57 

0.7 

10.6 

0.14 

1.4 

5.2 

0.28 

0.9 

4.4 

0.94 

0.5 

3.52 

0.55 

1.7 

8.72 

0.07 

1.4 

15.1 

0.18 

1.5 

18.0 

0.02 

0.9 

4.9 

0.11 

0.8 

2.12 

0.47 

2.7 

1.32 

0.14 

1.7 

18.3 

0.08 

1.3 

1.82 

0.07 

2.3 

6.32 

0.20 

0.9 

5.92 

0.19 

1.3 

6.6 

0.06 

1.6 

7.32 

0.08 

0.7 

7.12 

0.04 

0.0 

1.42 

2.99 

0.8 

28.0 

0.07 

0.8 

4.32 

0.05 

0.9 

5.52 

0.51 

1.0 

1.32 

0.00 

0.0 

6.32 

0.12 

0.9 

5.4 

1.46 

1.3 

8.52 

-0.03 

0.2 

5.62 

0.20 

1.7 

2.3 

1.37 

0.6 

12.2 

0.24 

0.6 

10.52 

0.00 

0.0 

5.02 

0.00 

0.0 

1.0 

0.22 

1.2 

7.2 

1.18 

0.8 

6.92 

0.18 

1.5 

22.0 

0.06 

1.7 

0.9 

0.36 

1.5 

2.12 

0.06 

0.0 

2.92 

0.49 

0.9 

9.7 

0.07 

0.7 

3.92 

0.91 

2.2 

5.9 

0.01 

1.3 

2.92 

0.04 

1.2 

4.82 

1      0.11 

1.1 

6.12 

-0.49 

0.0 

3.72 

0.12 

0.9 

11.0 

0.18 

1.5 

4.42 

-0.04 

0.0 

1.2 

-0.07 

1.4 

1.0s 

0.54 

0.8 

21.4 

0.01 

0.9 

5.12 

0.56 

2.3 

5.5 

4.06 

1.4 

1.02 

0.28 

1.3 

0.52 

Forbes  "July  17,  1995  ^ 

KOREA     p/e  12  5 


Yield  1.6% 


Market  value  $176  billion  •  Year-to-date  price  change -5% 


Country  statistics 

Population 

Gross  domestic  product 

GDP  per  capita 

Total  national  debt/GDP 

R&D  expenditures/GDP 

Unemployment  rate 

Retail  sales  per  capita 

Largest  equity  fund 

Korea  Fund 

'Annualized 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF:  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


Business  climate  '89  vs  '94 


44.1  million 

$356.0  billion 

$8.1  thousand 

7.7% 

1.8% 

2.1% 

$1.6  thousand 

Total  return 

YTD         1-yr         5-yr* 

-7.2%      0.4%       9.4% 


Trade  State       Personal       Fiscal 

policies    interference    taxes         policies 

A  score  of  10  means  conditions  are  optimum 


84  ■  Samsung  Corp/trading 
113      Hyundai/trading 

127  ■  Samsung  Electronics/electronic  comp 
147      Daewoo/trading 

171  ■  Hyundai  Motor/automobiles 

191  ■  Korea  Electric  Power/utilities 
224      LG  Electronics/electronic  comp 

230  ■  Pohang  Iron  and  Steel2/metals-steel 

284  iYukong2/energy 
304      LG  International/trading 

314      Hyundai  Eng  &  Const/construction 
348      Hyundai  Motor  Service/automobiles 

355  ■  Kia  Motors/automobiles 
463      Ssangyong/multi-industry 
486      Sunkyong  Ltd/trading 


Revenue 

($mil) 

Net 
income 

Assets 
($mil) 

Market 
value 

Stock 
price 

1994 

•EPS 

1995E 

Yield 
(%) 

Employees 
(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

19,387 

17 

1,594 

564 

29.82 

1.03 

0.86 

2.2 

5.2 

16,009 

11 

387 

160 

24.68 

1.67 

2.16 

2.4 

0.7 

14,336 

1,176 

11,528 

7,927 

145.81 

22.97 

21.13 

0.2 

51.9 

13,104 

60 

9,023 

1,478 

13.72 

0.56 

0.77 

0.0 

11.7 

11,622 

174 

8,459 

3,511 

59.51 

2.95 

4.39 

1.4 

44.8 

11,033 

1,098 

29,956 

23,076 

37.47 

1.80 

2.28 

1.8 

36.0 

9,351 

535 

9,355 

1,039 

13.46 

6.80 

NA 

4.9 

33.72 

9,103 

477 

15,756 

7,619 

82.21 

5.20 

6.67 

1.1 

22.9 

7,301 

66 

8,182 

2,195 

42.09 

1.29 

2.33 

1.7 

5.9 

6,673 

6 

1,254 

287 

14.52 

0.33 

0.46 

1.4 

3.3 

6,395 

55 

9,485 

1,928 

42.09 

1.21 

0.95 

0.3 

31.6 

5,967 

38 

3,653 

767 

51.07 

2.50 

3.85 

1.2 

14.3 

5,888 

-87 

7,052 

1,219 

16.36 

-1.20 

0.41 

0.0 

28.9 

4,585 

5 

463 

122 

15.97 

0.67 

1.17 

4.1 

0.8 

4,318 

11 

1,140 

313 

20.45 

0.69 

0.83 

1.3 

1.1 

NETHERLANDS    P/E12    •    Yield  3.7%    •   Market  value  $317  billion  •  Year-to-date  price  change  13% 


Country  statistics 

Population 

15.3  million 

Gross  domestic  product 

$309.5  billion 

GDP  per  capita 

$20.2  thousand 

Total  national  debt/GDP 

63.7% 

R&D  expenditures/GDP 

1.9% 

Unemployment  rate 

8.8% 

Retail  sales  per  capita 

$5.1  thousand 

Total  return 

Largest  equity  fund 

YTD         1-yr         5-yr* 

Wright  EquiFund-Netherlands 

13.1%      18.0%        NA 

•Annualized.  NA:  Not  available. 

Business  climate  '89  vs  '94 


7.1  7.2  7.1 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum, 

IMF;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


Trade  State       Personal        Fiscal 

policies    interference    taxes         policies 

A  score  of  10  means  conditions  are  optimum 


All  figures  except  per-share  items  are  in  mi  II  ions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  March  fiscal  year-ends,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.     "Sponsored  ADR.     •  Non-sponsored 
ADR.     'Figures  are  latest  available.     2Not  fully  consolidated.  NA:  Not  available.     E:  Estimate. 
Sources:  Worldscope/Disclosure  Partners  and  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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ADVERTISEMENT 


Parker 


Partnerships  In 
Engineering  Excellence 

Heidelberg  Harris  and  Parker  Hannifin: 
Making  Printers'  Dreams  a  Reality 


Ever  since  Johann  Gutenberg  invented  moveable  type 
in  the  1400s,  printers  have  sought  to  expand  human 
communications  while  simultaneously  reducing  the  cost 
of  the  printed  word.  In  1992,  that  pursuit  took  a  quan- 
tum leap  forward  with  the  introduction  of  the  M-3000 
Sunday  Press,  the  latest  in  a  long  line  of  innovations  by 
famed  press-builder  Heidelberg  Harris. 


Providing  assistance  was  Parker  Hannifin,  the 
world's  largest  manufacturer  of  motion-control  compo- 
nents and  systems.  Parker  Hannifin  helped  Heidelberg 
Harris  develop  state-of-the-art  motion-control  systems, 
the  kinds  that  assure  precision  in  an  industry  requiring 
the  most  demanding  manufacturing  tolerances. 

The  idea  for  producing  a  press  to  greatly  advance 
printing  technology  began  on  a  wintry  day  in  January 
1986,  in  a  chateau  outside  Paris.  Two  dozen  Heidel- 
berg Harris  managers  gathered  to  brainstorm  about  a 
press  that  could  run  up  to  50%  faster  and  produce  bet- 
ter quality  work  than  the  company's  fastest  existing 
presses.  To  keep  their  ideas  secret,  they  code-named 
the  project  the  "Sunday  Press,"  after  the  Super  Bowl 
Sunday  the  meeting  was  c   nvened. 

The  resulting  press  wt  not  only  as  fast  as  they 
envisioned,  but  incorporates  iesign  innovations  to 
shrink  downtime  and  reduce  pa^r  waste.  Among  the 
innovations:  a  new  gapless  cylinder  that  eliminates  the 


gap  shock  that  causes  streaking;  a  shaftless  drive  s; 
tern  that  lessens  vibration  and  paper  breaks;  a  sophi; 
cated  folding  system  that  provides  the  versatility  to  h< 
dle  a  range  of  jobs. 

Parker  Hannifin  technical  specialists,  worki 
closely  with  Heidelberg  Harris  purchasers,  enginee 
project  managers  and  shop-floor  personnel,  were  al 
to  eliminate  about  300  fittings  frc 
pneumatic  and  lubrication  syste 
designs  from  previous  presse 
Parker  also  devised  a  system 
components  that  simplifies  asse 
bly  of  the  giant  press  and  slash 
labor  by  two-thirds. 

Its  performance  is  revolutic 
ary.  The  M-3000  Sunday  Press  c 
tackle  any  high-volume  printing  j 
-  catalogs,  magazines,  directorie 
promotional  pieces  or  annu 
reports.  In  fact,  the  Sunday  Tec 
nology  platform  has  so  chang< 
the  direction  of  the  printing  indi 
try  that  the  M-3000  receive 
GATF's  coveted  1994  InterTe* 
Award  for  product  innovation, 
well  as  the  British  magazine  Pr, 
Week's  Print  Production  of  tk 
Year  Award  for  1994.  Clearly,  Heidelberg  Harris  h.i 
reasserted  its  technological  leadership,  paving  tl 
way  to  the  21st  century. 

Heidelberg  Harris  characterizes  the  Sunday  Pre 
as  a  "work  in  progress."  Competitors  are  attemptii 
their  own  versions  of  the  patented  press,  but  the  coi 
pany  keeps  striving  to  improve  the  pacesetting  produ< 
Parker  Hannifin  continues  to  help  the  press-builder  tc 
get  areas  where  improved  design  and  more  savini 
can  be  made. 

Partnerships  with  manufacturers  such  as  Heidt 
berg  Harris  are  commonplace  for  Parker  Hannifin  ar 
are  among  the  chief  reasons  for  its  preeminence 
motion  technology,  components  and  systems.  Park 
serves  more  than  200,000  customers  in  more  the 
1 ,200  markets.  To  be  close  to  its  customers,  Park 
Hannifin  operates  some  200  manufacturing  plants  an 
administrative  offices  worldwide  and  supports  mo 
than  4,500  distributors. 


tori 
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Parker  helps  Heidelberg  Harris  achieve  printing  leadership 


When  printers  buy  a  state-of-the- 
art  printing  press,  they  buy  the 
whole  press  maker:  engineering, 
assembly  and  service.  That's  one 
of  the  reasons  for  the  continuing 
success  of  a  long-time  leader  in 
printing  presses,  Heidelberg 
Harris,  and  of  its  president,  Bob 
Brown. 

Bob  joined  the  predecessor  to 
Heidelberg  Harris  straight  out  of 
school  as  a  design  engineer  and 
rose  quickly  through  product 
support,  manufacturing,  and 


service.  So  he  knows  the  impor- 
tance of  each  to  customer  satisfac- 
tion. He  also  knows  the  impor- 
tance of  a  valued  supplier  like 
Parker  Hannifin. 

Parker  motion-control  technol- 
ogy is  a  part  of  nearly  every 
printing  press  Heidelberg  Harris 
makes,  including  the  revolutionary 
new  M-3000.  Parker  joined  the 
development  team  of  the  M-3000 
in  the  early  stages.  By  working 
closely  with  every  level  of  produc- 
tion, Parker  was  able  to  design  new 


lubrication  and  pneumatic  systems 
as  well  as  assembly  techniques  that 
lowered  costs  and  improved 
reliability. 

Partnerships  like  this  have 
helped  make  Parker  a  worldwide 
leader  in  the  motion-control 
industry.  For  more  information, 
write  for  our  annual  report:  Parker 
Hannifin  Corporation,  Dept.  FB- 
27,  17325  Euclid  Avenue,  Cleve- 
land, OH  44122-1290.  For  product 
information,  call  1-800-C 
PARKER  (1-800-272-7537). 


A  partnership  in  vital  technologies 


Parker 
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FORBES  FOREIGN  RANKINGS 


286  ■  KNP-BT/forest  products 

303      Schlumberger/energy 

398  ■  KLM/airlines 

428  «DSM/chemicals 

450  •Heineken/bev&  tobacco 

456  ■  Reed  Elsevier/media 

483  •  Hoogovens  Groep/metals-steel 


7,224 
6,697 
5,245 
4,932 
4,734 
4,648 
4,360 


179 
536 
268 
292 
364 
507 
194 


5,279 
8,322 
10,493 
5,480 
5,140 
7,394 
4,520 


3,137 
15,745 
2,662 
3,074 
7,132 
15.8847 
1,276 


31.27 
65.00 
31.27 
84.97 
142.14 
11.56 
40.43 


1.67 

2.21 
2.90 
8.10 
7.25 
0.51 
6.17 


1994 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees  1 

Rank 

($mil) 

income 

($mil) 

value 

price 

1994 

1995E 

(%) 

(thou) 

NETHERLANDS 

($mil) 

($mil) 

($) 

($) 

($) 

8 

■  Royal  Dutch/Shell  Group/energy 

94,852 

6,234 

108,023 

107,622" 

124.96 

7.32 

7.94 

4.5 

106.0 

22 

■  Unilever/food,  household 

45,379 

2,384 

28,419 

35,938s 

125.72 

8.53 

10.25 

3.1 

304.0 

33 

■  Philips  Group/appliances 

33,504 

1,168 

27,734 

13,471 

39.80 

3.51 

4.80 

2.0 

240.6 

53 

■  Intl  Nederlanden  Group/insurance 

26,916 

1,265 

206,714 

15,132 

54.14 

4.80 

5.97 

4.4 

47.0 

71 

■  ABN-Amro  Holding/banking 

■  Fortis  Group/insurance 

21,537 
19,279 

1,256 
649 

290,835 
126,913 

11,458 

37.78 

3.75 
4.80 

4.47 

5.4 

61.4 

85 

7.7036 

54.39 

5.89 

4.4 

30.5 

114 

■  Ahold/retailing 

15,922 

225 

4,706 

4,137 

34.43 

1.90 

2.42 

2.0 

79.9 

157 

■  Akzo  Nobel  Group/chemicals 

12,202 

647 

10,369 

8,643 

121.61 

9.11 

13.43 

3.6 

72.8 

181 

■  Aegon  Insurance  Group/insurance 

11,321 

632 

79,032 

8,350 

80.61 

6.15 

7.32 

3.8 

19.7 

216 

■  Royal  PTT  Nederlands/telecomm 

9,811 

1,118 

15,199 

16,640 

36.14 

2.43 

3.08 

4.0 

92.8 

3.39 

2.0 

27.6 

2.66 

1.8 

48.0 

3.65 

3.0 

24.2 

16.48 

4.5 

19.4 

9.74 

1.2 

21.6 

0.66 

3.0 

269 

10.22 

3.1 

19.7 

SPAIN 


P/E12 


Yield  4.1%   •  Market  value  $134  billion  •  Year-to-date  price  change  11% 


Country  statistics 

Population 

39.1  million 

Gross  domestic  product 

$482.2  billion 

GDP  per  capita 

$12.3  thousand 

Total  national  debt/GDP 

40.3% 

R&D  expenditures/GDP 

0.9% 

Unemployment  rate 

24.2% 

Retail  sales  per  capita 

$4.0  thousand 

Total  return  

Largest  equity  fund 

YTD         1-yr         5-yr* 

Growth  Fund  of  Spain 

13.1%      6.3%       3.0% 

'Annualized. 

Business  climate  '89  vs  '94 


Performance  relative  to  EAFE 

200 


'90    '91      '92      '93      '94    '95 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF:  Upper  Analytical  Services,  Morgan  Stanley  Capital  International  Perspective. 


Trade  State       Personal        Fiscal 

policies    interference     taxes  policies 

A  score  of  10  means  conditions  are  optimum 


1994      Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1994 

1995E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

32.31 

($) 

($) 

99    ■  Repsol/energy 

17.706 

723 

12,195 

9,694 

2.41 

3.16 

3.5 

18.6 

166    ■Telefonica/telecomm 

11,817 

834 

36,126 

12,342 

13.14 

0.89 

1.06 

4.1 

103.9 

238   ■  Banco  Santander/banking 

8,906 

520 

114,174 

6,034 

37.78 

3.26 

3.63 

5.6 

29.2 

253    ■  Banco  Bilbao  Vizcaya/banking 

8,409 

540 

99,174 

6,682 

28.93 

2.34 

2.98 

4.9 

28.5 

276    ■  Banco  Central  Hispanoamer/banking 

7,602 

245 

79,850 

3,742 

22.85 

1.49 

1.93 

4.5 

31.3 

279    "Argentaria/banking 

7,468 

496 

90,610 

4,409 

35.13 

4.33 

NA 

6.0 

17.0 

343    ■  Endesa  Group/utilities 

6,058 

991 

12.2861 

12,433 

47.82 

3.81 

4.66 

2.7 

15.8 

359      Iberdrola/utilities 

5,748 

505 

23.6061 

6,369 

7.00 

0.56 

0.69 

7.1 

15.9 

397       Cepsa/energy 

5,257 

134 

3,643 

2,402 

26.93 

1.50 

1.89 

3.3 

8.5 

Al  I  figures  except  per-share  items  are  tn  mi  II  ions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  March  fiscal  year-ends,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.  ■Sponsored  ADR.  •  Non-sponsored 
ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  "Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  &  Trading.  Price,  EPS  and 
yield  are  only  for  Royal  Dutch  Petroleum.  5Combined  market  value  for  Unilever  NV  and  Unilever  Pic.  Price,  EPS  and  yield  are  only  for  Unilever  NV.  6Combined 
market  value  for  Fortis  AMEV  and  Fortis  AG.  Price,  EPS  and  yield  are  only  for  Fortis  AMEV.  'Combined  market  value  for  Reed  Pic.  and  Elsevier  NV.  Price,  EPS  and 
yield  are  only  for  Elsevier  NV.  NA:  Not  available.  E:  Estimate. 
Sources:  Worldscope/Disclosure  Paring  s  and  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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e  parador  at  Cuenca,  Castilla  La  Mancha.  There  are  over  80  paradors  in  a  network  covering  the  whole  of  Spain,  70%  of  which  are  either  castles 
palaces.  They  offer  a  high  level  of  accommodation  and  excellent  value  for  money.  A  guide  book  is  available  from  the  Spanish  Tourist  Board 


icyeas 


emingway     was     never 


Even  the  most  enthusiastic 
"honorary"  Spaniards  find  it 
difficult  to  cram  everything  into 
a  single  lifetime.  The  diversity 
of  landscape  and  culture  provide 
a  constant  challenge.  And  the 
mystique  that  has  long  beckoned 
the  Hemingways  of  this  world, 
is  perhaps  the  reason  you  too 
will  come.  To  step  back  into 
history  and  drink  from  the 
cup   of  infinite   possibility. 


w 

Passion 
for    life 


FORBES  FOREIGN  RANKINGS 


P/E13 


Yield  1.9%    •   Market  value  $132  billion  •  Year-to-date  price  change  11% 


Country  statistics 

Population 

Gross  domestic  product 

GDP  per  capita 

Total  national  debt/GDP 

R&D  expenditures/GDP 

Unemployment  rate 

Retail  sales  per  capita 

Largest  equity  fund 

Wright  EquiFund-Nordic 

•Annualized.  NA:  Not  available. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


8.7  million 

$189.0  billion 

$21.7  thousand 

42.2% 

3.0% 

7.9% 

$7.1  thousand 

Total  return 

YTD         1-yr         5-yr* 

6.5%       6.4%         NA 


Business  climate  '89  vs  '94 
8.0 


Trade  State       Personal        Fiscal 

policies    interference     taxes  policies 

A  score  of  10  means  conditions  are  optimum 


I 


1994      Company/business 
Rank 


43  ■  Asea  Brown  Boveri  Group/elec  &  electron 

79  ■  Volvo  Group/automobiles 

135  ■  Electrolux  Group/appliances 

197  ■  LM  Ericsson/elec  &  electron 
318      Stora  Group/forest  products 

411      Skandinaviska  Enskilda  Bk/banking 
462      Svenska  Handelsbanken/banking 
482      SCA-Svenska  Cellulosa/forest  products 

487  ■  SKF  Group/industrial  comp 
498      Skanska/construction 


Revenue 
($mil) 

Net 
income 

Assets 
($mil) 

Market 
value 

Stock 
price 

1994 

-EPS 

1995E 

Yield 
(%) 

Employee 
(thou) 

($mil) 

29,022 

($mil) 
16,691s 

($) 

($) 

($) 

29,768 

761 

84.33 

4.16 

5.99 

1.9 

207.6 

20,200 

1,715 

18.573 

7,811 

17.55 

4.12 

3.31 

2.6 

74.1 

13,997 

626 

11,282 

3,377 

46.11 

8.55 

5.70 

3.7 

109.5 

10,699 

512 

9,783 

15,512 

71.41 

2.32 

3.07 

1.0 

74.1 

6,337 

264 

8,136 

4,025 

62.70 

4.11 

9.86 

2.2 

26.9 

5,105 

27 

55,091 

2,917 

5.54 

0.07 

0.69 

3.7 

9.7 

4,585 

312 

53,562 

3,335 

14.62 

1.31 

1.97 

2.8 

7.1 

4.364 

72 

6,021 

3,509 

18.09 

0.37 

2.22 

2.8 

24.2 

4,312 

162 

4,364 

2,198 

19.45 

1.43 

2.50 

3.0 

40.1 

4,194 

349 

5,647 

2,843 

22.58 

2.77 

1.65 

2.3 

28.9 

+     SWITZERLAND       P/E  18   *  Yield  l-9%    •   Market  value  $338  billion  •  Year-to-date  price  change  19% 


Country  statistics 

Population 

6.9  million 

Gross  domestic  product 

$236.2  billion 

GDP  per  capita 

$34.1  thousand 

Total  national  debt/GDP 

10.3% 

R&D  expenditures/GDP 

2.9% 

Unemployment  rate 

4.8% 

Retail  sales  per  capita 

$7.7  thousand 

Total  return  

Largest  equity  fund 

YTD         1-yr          5-yr* 

Swiss  Helvetia  Fund 

17.0%     20.0%      12.6% 

'Annualized. 

Business  climate  '89  vs  '94 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
IMF;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International  Perspective. 


Trade  State       Personal 

policies    interference     taxes 

A  score  of  10  means  conditions  are  optimum 


Performance  relative  to  EAFE 

200 


'90    '91      '92      '93      '94    '95 


All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  March  fiscal  year-ends,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.  "Sponsored  ADR.  •  Non-sponsored 
ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  "Combined  market  value  for  Asea  AB  and  Brown  Boveri.  Price,  EPS  and  yield  are  only  for 
AseaAB.  NA:  Not  available.  E  Estimate. 
Sources.-  Worldscope/Disclosure  Partiu     ^nd  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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magine  an  inch  and  a  half  of 

innovation  that  can  put  the 

whole  worldat  your  fingertips. 


i: 


Thanks  to  a 
small  miracle  called  the 
VI™  Fibrlok™  Multi-Fiber 
Dlice  and  hundreds  of  other 
VI  interconnect  innovations 
r  electric  power,  electronics, 
d  telecommunications,  the 
iformation  Superhighway 
ads  right  to  your  door. 


thoul  3M,  your  laptop  might  look  more  like  a 
linframe.  Miniature  3M  interconnects  can 
rry  signals  in  everything  from  hearing  aids  to 
Wrcomputers. 


i  >M  1 


Wherever  power,  voice,  video 
and  data  need  transmitting, 
storing,  protecting,  connecting, 
and  testing,  3M  is  the  vital  link 
in  bringing  the  world  closer 
together.  And  besides  shrinking 
distances,  3M  electronic 
technology  helps 
make  lots  of  other 
things  smaller,  too 
-  like  calculators, 
CD  players  and 
laptop  computers. 

Small  wonder 
for  a  company  that 
has  known  the  value 
of  communicating  from 
the  very  beginning.  (You 
might  say  today's  telecom- 
munication revolution  began 


From  high-voltage 
power  cables  to  the 
smallest  electronic 
connector,  3M 
helps  make 
connectivity 
work. 


50  years  ago  with  3M  adhesives 
and  the  invention  of  vinyl 
electrical  tape.) 

In  a  culture  where  the 
cross-fertilization  of  ideas  is 
promoted,  where  people  are 
encouraged  to  take  chances 
and  not  be  afraid  to  fail,  3M 
teams  have  connected  you  to 
more  than  60,000  products 
that  make  life  easier,  safer, 
better. 

If  you'd  like  more 

information  about 

3M,  please  call 

1-800-364-3577, 
that  is  1-800-3M 
HELPS  (or  use  Internet 
E-Mail  to  contact  us  at: 
innovation@mmm.com). 


3M  Innovation 


nwwwimiiiHaim  bu 


FORBES  FOREIGN  RANKINGS 


1994      Company/business 
Rank 


Revenue 
($mil) 


Net  Assets 

income         ($mil) 
($mil) 


SWITZERLAND 

24  ■Nestle/food,  household  41,598 

43  ■  Asea  Brown  Boveri  Group/elec  &  electron      29,768 

81  Zurich  Insurance  Group/insurance  19,981 

82  "CS  Holding  Group/banking  19,634 
109      Winterthur  Group/insurance  16,595 

112  aCiba-Geigy  Group/chemicals  16,121 

117      Swiss  Re  Group/insurance  15.8301 

126  ■  Union  Bank  of  Switzerland/banking  14,616 

173  ■  Sandoz  Group/personal  care  11,603 

179  ■  Swiss  Bank/banking  11,347 

193  ■  Roche  Group/personal  care  10,783 

305      Holderbank/bldg  materials  6,657 

325      Baloise  Group/insurance  6,196 

376      Richemont/bev&  tobacco  5,515' 

380      Alusuisse-Lonza  Holding/metals-nonfer  5,483 

453      Swissair  Group/airlines  4,715 

479      Sulzer  Group/machinery  &  eng  4,415 


2,376 
761 
508 
973 
266 


34,485 
29,022 
69,767 
298,359 
56,034 


1,399  24,281 

220'  43,874' 

1,179  248,856 

1,268  14,918 

593  161,807 


2,091 
297 

99 
173' 
151 

17 
143 


27,627 
10,053 
25,009 
7,663' 
4,801 
7,173 
5,266 


Market 
value 
($mil) 

40,732 
16.6919 
10,637 
17,137 
5,257 

20,007 
10,533 
25,937 
24,992 
13,536 

60,533 
4,803 
2,346 
6,544 
3,605 
1,477 
2,203 


Stock 
price 
($) 


1,009.43 

1,020.57 

1,168.81 

467.01 

630.68 

711.23 
759.21 
1,012.00 
683.81 
357.33 

10,796.92 
795.20 
2,142.25 
1,139.67 
588.69 
642.67 
642.67 


1994 

($) 

61.20 
41.90 
55.57 
28.52 
31.42 

49.79 
33.93 
46.50 
33.63 
15.65 

242.74 
49.90 
100.17 
128.01E 
24.86 
7.60 
40.95 


-EPS- 


1995E 
($) 

73.61 
65.04 
73.78 
39.16 
41.47 

62.30 
45.24 

71.04 
44.13 
25.62 

328.02 
64.61 
125.71 
140.38 
47.73 
32.82 
52.44 


Yield       Employees 
(%)  (thou) 


2.2 
1.7 
1.8 
3.3 
2.3 

2.0 
1.2 
2.7 
1.5 
3.8 

0.4 
1.7 
1.6 
1.0 
2.2 
0.0 
2.7 


212.7 

207.6 

37.4 

40.1 
24.0 

84.0 
26.4 
28.9 
60.3 
23.3 

61.4 
37.5 
9.5 
21.0E 
28.1 
31.6 
29.9 


In  *|  UNITED  KINGDOM   P/E  15  *  Yield  4-2%  *  Market  value  $L3  trillion  *  Year-to-date  price  change  9% 


Country  statistics 

Population 

Gross  domestic  product 

GDP  per  capita 

Total  national  debt/GDP 

R&D  expenditures/GDP 

Unemployment  rate 

Retail  sales  per  capita 

Largest  equity  fund 
United  Kingdom  Fund 


Business  climate  '89  vs  '94 


57.9  million 

$970.4  billion 

$16.8  thousand 

46.8% 

2.1% 

9.3% 

$4.3  thousand 

Total  return 

YTD         1-yr         5-yr* 

7.3%      17.3%      9.6% 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum. 
IMF,  Upper  Analytical  Sen/ices;  Morgan  Stanley  Capital  International  Perspective 


Trade  State       Personal        Fiscal 

policies    interference     taxes         policies 

A  score  of  10  means  conditions  are  optimum 


96  ■ 

97" 
100  • 

1181 
13!  ■ 

136i 
1381 

153' 
163" 
187" 

190 

1981 

1991 

200 

218 

225i 


in 

23: 
240 

212 
25; 

259 
263 

272 
277 


295 

296 

297 
299 
310 

m 

32! 
326 

332 
33J 
}\1 

353 

362 
363 


1994      Company/business  Revenue  Net  Assets         Market  Stock  EPS Yield       Employees 

Rank  ($mil)         income         ($mil)  value  price  1994  1995E  (%)  (thou) 

($mil)  ($mil)  ($)  ($)  ($) 

8  ■  Royal  Dutch/Shell  Group/energy  94,852  6.234  108,023  107,622'°  12.26  0.69  0.76  3.5  106.0 

18  ■British  Petroleum/energy  50,721  2,415  48,575  38,754  7.04  0.44  0.52  3.4  66.6 

22  ■  Unilever/food,  household  45,379  2,384  28,419  35,938"  19.42  1.28  t    1.44  2.2  304.0 

70  ■  British  Telecom/telecomm  21,609  2,692  34,614  38,979  6.27  0.43  '    0.48  5.6  137.5 

72  «HSBC Group/banking  21,405  3,144  314,872  33,984  13.15  1.22  1.32  4.1  101.7 

77  ■  Barclays/banking  20,614  1,806  253,755  17,500  10.70  1.11  1.29  3.9  95.7 

80  "National  Westminster  Bank/banking  20,052  1,674  246,947  14,671  8.55  0.97  1.07  5.0  87.4 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  March  fiscal  year-ends,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.  "Sponsored  ADR.  •  Non-sponsored 
ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  9Combined  market  value  for  Asea  AB  and  Brown  Boveri.  Price,  EPS  and  yield  are  only  for  Brown 
Boveri.  '"Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  &  Trading.  Price,  EPS  and  yield  are  only  for  Shell  Transport  & 
Trading.  "Combined  market  value  for  Unilever  NV  and  Unilever  Pic.  Price,  EPS  and  yield  are  only  for  Unilever  Pic.  '2Figures  are  pro-forma  for  the  merger  of  Glaxo 
&  Wellcome.  NA:  Not  available.  E:  Estimate. 
Sources:  Worldscope/Disclosure  Partners  and  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody's  International  CD;  Forbes. 
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136 

■  BTR/multi-industry 

13,955 

138 

■  British  Gas/utilities 

13,829 

153 

■  Hanson/multi-industry 

12,503 

163 

■  Glaxo  Wellcome12/personal  care 

11,945 

187 

■  British  Airways/airlines 

11,163 

190 

Commercial  Union/insurance 

11,034 

198 

■  Marks  &  Spencer/retailing 

10,587 

199 

■  Grand  Metropolitan/food,  household 

10,518 

200 

Lloyds  Bank  Group/banking 

10,512 

218 

British  Aerospace/aero  &  defense 

9,720 

1994      Company/business                                Revenue          Net  Assets  Market  Stock  EPS Yield        Employees 

Rank                                                               ($mil)         income  ($mil)  value  price  1994  1995E  (%)  (thou) 

($mil)  ($mil)  ($)  ($)  ($) 

96  ■  Prudential/insurance                                17,925            622  97,909  10,291  5.42  0.33  0.37  5.3  20.82 

97  "B.  A.  Tlndustries/bev&  tobacco                  17,879           1,846  62,477  24,079  7.81  0.60  0.72  5.5  83.6 
100    •Sainsbury/retailing                                     17,664             833  9,407  12,895  7.14  0.46  0.50  3.3  82.3 
118    ■Tesco/retailing                                           15,618             589  9,329  9,642  4.69  0.28  0.34  3.6  74.2E 
132    ■Imperial  Chemical  Inds/chemicals              14,074            288  14,069  9,150  12.64  0.43  0.89  4.3  67.5 

1,334  13,977  19,700  5.42  0.38  0.39  4.9  124.5 

1,129  26,652  20,839  4.80  0.26  0.38  6.0  70.0 

1,606  34,021  19,650  3.80  0.32  0.30  6.3  74.0 

2,261  17,343  40,024  11.55  0.65  0.75  4.8  64.8 

389  14,596  6,238  6.53  0.41  0.64  3.8  53.1 

535  70,480  6,471  9.78  0.86  0.77  5.4  24.8 

970  7,6551  18,271  6.57  0.35  0.43  3.1  41.4 

679  15,448  13,108  6.29  0.33  0.50  4.5  62.9 

1,221  127,120  13,472  10.39  0.95  1.05  4.9  62.1 

214  12,300  3,538  8.32  0.47  0.57  2.4  49.4 

225    ■SmithKlineBeecham/personalcare              9,299             138  12,536  21,215  8.08  0.04  0.54  3.2  52.3 

228  Inchcape/trading                                      9,201             216  5,845  2,691  5.11  0.41  0.41  5.8  38.8 

229  aPeninsular  8c  Oriental/shipping  9,174  366  10,216  5,876  9.75  0.59  0.65  6.6  61.5 
233  Argyll  Group/retailing  9,044  145  5,256  5,941  5.29  0.13  0.37  4.5  48.0 
235      General  Accident/insurance                        8,998            505  24,896  4,453  9.83  1.04  1.03  5.9  11.5= 

240      Royal  Insurance  Holdings/insurance             8,841             524  32,709  3,452  5.30  0.81  0.76  4.5  22.0 
242    "General  Electric/elec  &  electron                     8.7141            8131 
251    ■  Legal  &  General  Group/insurance                   8,457              170 
259    "Allied  Domecq/bevfc tobacco                       8,136            600 
263    "Cable  &Wireless/telecomm                         7,983            392 

272      Sun  Alliance  Group/insurance                     7,773            382  39,786  4,526  5.59  0.46  0.66  5.6  17.02 

277    ■  Kingfisher/retailing                                    7,520            265  4,919  4,844  7.26  0.40  0.55  4.2  43.7 

280  Dalgety/food,  household                               7,416             126  1,811  2,120  7.07  0.55  0.56  6.1  16.6 

281  ASDA  Group/retailing                                 7,320           -257  3,992  3,876  1.34  0.09E  0.10  2.7  37.5 

295  Guardian  Royal  Exchange/insurance             6,905           -188  24,127  2,817  3.22  -0.21  0.39  5.1  14.1 

296  "Zeneca  Group/personal  care                         6,862            679  7,314  14,061  14.86  0.72  0.97  3.8  30.8 

297  "Associated  British  Foods/food,  household  6,806  465  5,065  4,557  10.13  1.04  0.81  2.5  50.2 
299  "Thorn  Emi/leisure goods  6,733  166  5,242  8,393  19.69  0.39  1.08  3.5  41.4 
310  "Hillsdown  Holdings/food,  household  6,527  155  3,316  2,030  2.92  0.22  0.25  6.3  40.5 
317    •Boots/retailing                                          6,345          1,025  5,487  7,806  8.23  1.02  0.60  3.7  80.9 

321    "British  Steel/metals-steel                            6.3061            1041  8.2781  5,608  2.80  0.26E  0.39  2.5  41.3 

326    "CadburySchweppes/food,  household             6,172            412  5,471  6,465  7.54  0.48  0.51  4.1  40.5 

332    "National  Power/utilities                              6,148            817  7,492      .       9,488  7.42  0.64  0.72  4.1  5.1 

334    "Tate  &  Lyle  Group/food,  household                6,144            258  4,090  2,809  7.16  0.66  0.64  4.1  15.5 

347    "Cordiant/services                                       5,983              21  1,520  367  1.67  0.10  0.09  0.0  10.9 

353    "Bass/bevi  tobacco                                     5,929            526  10,067  8,082  9.26  0.61 

362  "Trafalgar  House/multi-industry                     5,676              45  4,446  826  0.77  0.02 

363  «Ladbroke  Group/leisure                              5,672           -466  6,272  3,381  2.91  -0.41 

364  ■  Booker/multi-industry                                   5,666               70  1,883  1,529  6.81  0.33 
368      RMC  Group/bldg  materials                            5,633             207  4,427  3,459  17.53  1.05 

370      BICC  Group/industrial  comp                          5,627             106  3,847  1,879  5.32  0.30  0.35  5.5  35.7 

374   "Royal  Bank  of  Scotland/banking                  5,546            578  71,592  5,149  6.43  0.62  0.70  4.4  26.2 

394    "Guinness/bevi  tobacco                              5,299            982  12,241  15,334  7.60  0.49  0.53  3.6  23.8 

402    "United  Biscuits/food,  household                   5,203             134  3,136  2,728  5.18  0.26  0.39  5.9  39.7 

426    «BOC  Group/chemicals                                  4,965             171  6,177  6,033  12.63  0.36  0.79  3.9  39.4 


9.3101 

13,908 

5.08 

0.33E 

0.35 

4.3 

86.1 

47,816 

3,884 

7.92 

0.35 

0.50 

5.4 

7.32 

10,249 

8,571 

8.31 

0.60 

0.68 

5.6 

74.0 

12,703 

14,644 

6.70 

0.18 

0.43 

2.7 

41.0 

0.67 

4.6 

75.8 

0.03 

2.6 

33.2 

0.15 

4.1 

43.3 

0.49 

6.5 

20.3 

1.23 

2.6 

27.4 
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1994 

Company/business 

Rank 

UNITED  KINGDOM 

432 

Wolseley/bldg  materials 

435 

■  Tomkins/multi-industry 

441 

■  Rolls-Royce/aero  &  defense 

455 

•  Great  Universal  Stores/retailing 

456 

■  Reed  Elsevier/media 

470  ■  Burmah  Castrol/energy 

471  ■PowerGen/utilities 

473      Standard  Chartered  Group/banking 
496      Kwik  Save  Group/retailing 


Revenue 
($mil) 

Net 
income 

Assets 
($mil) 

Market 
value 

Stock 
price 

1994 

EPS 

1995E 

Yield 
(%) 

Employees 
(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

4,883 

203 

2,620 

3,187 

5.80 

0.76 

0.49 

4.6 

19.1 

4,866 

269 

3,129 

5,188 

3.88 

0.27E 

0.31 

4.0 

45.5 

4,845 

124 

4,847 

3,662 

2.99 

0.10 

0.14 

3.3 

43.5 

4,656' 

5191 

6.8131 

9,647 

9.59 

0.58 

0.64 

2.8 

26.8 

4,648 

507 

7,394 

15.88413 

13.90 

0.68 

0.78 

3.1 

26.9 

4,494 

211 

3,377 

2,941 

14.72 

1.06 

1.02 

4.0 

21.9 

4,487 

603 

5,729 

5,770 

7.96 

0.77 

0.87 

3.8 

3.7 

4,483 

493 

53,459 

5,391 

5.59 

0.50 

0.59 

2.8 

28.7 

4,214 

133 

1,120 

1,472 

9.51 

0.86 

0.89 

4.1 

15.9 

THE  REST  OF  THE  WORLD 


1994      Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees  1 

Rank 

($mil) 

income 

(Smil) 

value 

price 

1994 

1995E 

(%) 

(thou) 

($mil) 

(Smil) 

($) 

($) 

($) 

ARGENTINA 

497    lYPF/energy 

4,196 

539 

7,513 

7,060 

20.00 

1.52 

1.83 

4.3 

5.8 

AUSTRIA 

351    ■OMV  Group/energy 

5,950 

54 

5,722 

2,957 

106.50 

1.85 

6.66 

0.9 

10.4 

FINLAND 

358    ■  Nokia/multi-industry 

5,777 

573 

5,871 

13,096 

45.65 

2.10 

2.81 

1.2 

28.0 

381    ■  Repola/forest  products 

5,479 

249 

7,268 

2,964 

20.06 

2.35 

3.90 

2.9 

27.4 

405      Kesko  Group/trading 

5,181 

89 

2,807 

894 

9.91 

0.63 

1.01 

4.3 

a 

HONG  KONG 

220    UardineMatheson  Holdings/multi-industry  9,559  453  '11,314  5,714  7.85  0.78  0.90  3.2 

329    "Swire  Pacific/multi-industry  6,156  719  14,306  11,246  7.72  0.45  0.56  2.3 

372    "Dairy  Farm  International/retailing  5,585  227  2,757  1,701  0.99  0.13  0.11  6.0 

INDIA 

468      Steel  Authority  of  India/metals-steel  4,518  356  6,927  514  1.29  0.09  0.09  1.5 

MEXICO 

245    "TelefonosdeMexico/telecomm  8,655  2,329  14,130  14,826  1.41  0.22  0.17  3.4 

262    "GrupoFinancieroBancomer/banking  8,046  245  28,466  1,068  0.20  0.05  NA  6.4 

459    •CifraSA/retailing  4,633  345  2,101  4,148  1.39  0.11  0.07  0.9 

NEW  ZEALAND 

i  Fletcher  Chall 

NORWAY 

i  Norsk  Hydro/e 

SINGAPORE 

Singapore  Airl 

SOUTH  AFRICA 

287    "So  African  Breweries/bev  &  tobacco  7,208  360  5,179  7,938  28.26  1.30  1.40  1.9 

350    "Smith  (CG)/food,  household  5,954  104  3,303  2,657  5.64  0.30  0.23  1.8 

446      AMIC-Anglo  American  Inds/multi-industry  4,773  293  3,327'  3,367  51.62  3.12  4.20  2.4 


80.0 
35.0 
48.0 

186.7 


30.4 
46.9 


465    ■  Fletcher  Challenge/forest  products 

4,573 

380 

8,367 

3,733 

2.66 

0.27 

0.16 

3.1 

22.0 

NORWAY 

209    "Norsk  Hydro/energy 

10.111 

599 

12,521 

9,387 

40.98 

2.54 

3.94 

1.7 

32.4 

SINGAPORE 

480      Singapore  Airlines/airlines 

4,399 

616 

8,546 

9.797 

9.56 

0.48 

>     0.58 

1.7 

25.4 

110.1 

76.0 
NA 


All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1994  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year; 
assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with 
January,  February  or  March  fiscal  year-ends,  1994  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1995.  "Sponsored  ADR.  •  Non-sponsored 
ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  13Combined  market  value  for  Reed  Pic.  and  Elsevier  NV.  Price,  EPS  and  yield  are  only  for  Reed 
Pic.  NA:  Not  available.  E:  Estimate. 
Sources:  Worldscope/Disclosure  Partners  e  id  IBES  International,  Inc.  via  Randall-Helms  DataScreen  II;  Moody  s  International  CD;  Forbes. 
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"Ask  not  what  your  country 
can  do  for  you — ask  what  you 
can  do  for  your  country ' 


— John  E  Kennedy 


The  American  farmer  and  ADM 

Improving  the  balance. 


America's  trade  deficit  is  currently  $163  billion  and  growing. 

That  $163  billion  is  draining  our  economy. 

Fortunately,  some  industries  are  making  a  positive  contribution  to 
our  balance  of  trade.  The  American  farmer  and  U.S.  agribusiness  export 
almost  $50  billion,  enough  to  offset  the  damage  caused  to  our  trade  deficit 
by  imported  oil. 

Last  year  alone,  ADM  and  its  affiliates  contributed  $6.5  billion 
towards  benefiting  our  country's 
balance  of  payments. 

At  ADM,  we're  working  with 
the  American  farmer  to  tip  the 
balance... back  in  America's  favor. 


ADM 


Supermarket  to  the  world 


©ADM 


TmnrmnnminOTnininniiiWHMmMi 


:5  HJKtlUN  KMNKINUb 


nwHiniwwnnni 


WHERE  TO  FIND  THE  FORBES  FOREIGN  500 


Company/country 

ABN-Amro  Holding/Netherlands 

Accor/France 

Aegon  Insurance  Group/Netherlands 

AGF-Assur  Generates/France 

AGIV/Germany 

Ahold/Netherlands 

Aisin  Seiki/Japan 

Ajinomoto/Japan 

Akzo  Nobel  Group/Netherlands 

Alcan  Aluminium/Canada 

Alcatel  Alsthom/France 
Alitalia  Group/Italy 
All  Nippon  Airways/Japan 
Allianz  Worldwide/Germany 
Allied  Domecq/UK 

Alusuisse-Lonza  Holding/Switzerland 

AMIC-Anglo  American  Inds/South  Africa 

Arbed/Belgium 

Argentaria/Spain 

Argyll  Group/UK 


Rank 

71 
345 
181 
106 
390 

114 
266 
283 
157 
257 

39 
457 
265 

23 
259 

380 
446 
333 
279 
233 


Page 

252 
236 
252 
236 
237 

252 
246 
246 
252 
234 

234 
240 
246 
237 
257 

256 
258 
233 
252 
257 


Asahi  Bank/Japan 

146 

244 

Asahi  Breweries/Japan 

320 

246 

Asahi  Chemical  Ind/iapan 

170 

244       - 

Asahi  Glass/Japan 

159 

244 

ASDA  Group/UK 

281 

257 

Asea  Brown  Boveri  Group/Switzerland,  Sweden  43  256, 254 

ASKO  Group/Germany  175  237 

Associated  British  Foods/UK  297  257 

ANZ  Banking/Australia  346  232 

AVA/Germany  461  237 


AXA  Group/France 

65 

236 

B.  A.  T  Industries/UK 

97 

257 

Baloise  Group/Switzerland 

325 

256 

Banca  Commerciale  Italian/Italy 

201 

240 

Banca  di  Roma/Italy 

236 

240 

Banco  Itau  Group/Brazil 

307 

233 

Banco  Santander/Spain 

238 

252 

Banespa  Group/Brazil 

417 

233 

Bank  Bruxelles  Lambtit'Relgium 

323 

233 

Bank  of  Montreal/Canada 

300 

234 

Bank  of  Nova  Scotia/Canada 

293 

234 

Company/country 

Bank  of  Tokyo/Japan 

Bank  of  Yokohama/Japan 

BNP  Group/France 

Barclays/UK 

BASF  Group/Germany 

Bass/UK 

Bayer  Group/Germany 
Bayerische  Hypotheken/Germany 
Bayer  Vereinsbank/Germany 

BCE/Canada 

BICC  Group/UK 

BMW-Bayerische  Motor/Germany 
BOC  Group/UK 
Bombardier/Canada 
Booker/UK 

Boots/UK 

Bouygues  Group/France 
Bridgestone/Japan 
British  Aerospace/UK 
British  Airways/UK 

British  Gas/UK 

British  Petroleum/UK 

British  Steel/UK 

British  Telecom/UK 

Broken  Hill  Proprietary/Australia 

BTR/UK 

Groupe  Bull/France 
Burmah  Castrol/UK 
Cable  &  Wireless/UK 
Cadbury  Schweppes/UK 

Canadian  Imperial  Bank/Canada 
Canadian  Pacific/Canada 
Canon/Japan 

CarnaudMetalbox/France 
Carrefour  Group/France 


Rank 


Page 


Banco  Bilbao  Vizcaya/Spain 

253 

252 

Casino  Groupe/France 

Banco  Bradesco  Group/Brazil 

357 

233 

Cepsa/Spain 

Banco  Central  Hispanoamer/Spain 

276 

252 

Chichibu  Onoda  Cement/Japan 

Banco  di  Napoli  Italy 

395 

240 

Chori/Japan 

Banco  do  Brasil/Brazil 

302 

233 

Chubu  Electric  Power/Japan 

Chugoku  Electric  Power/Japan 
Ciba-Geigy  Group/Switzerland 
Cifra  SA/Mexico 
Cockerill  Sambre/Belgium 
Coles  Myer/Australia 
Commercial  Union/UK 


104 

242 

386 

248 

68 

236 

77 

256 

54 

237 

353 

257 

55 

237 

154 

237 

130 

237 

115 

234 

370 

257 

58 

237 

426 

257 

485 

234 

364 

257 

317 

257 

148 

236 

119 

244 

218 

257 

187 

257 

138 

257 

18 

256 

321 

257 

70 

256 

177 

232 

136 

257 

387 

236 

470 

257 

263 

257 

326 

257 

256 

234 

407 

234 

87 

242 

474 

236 

64 

236 

184 

236 

397 

252 

466 

248 

340 

246 

93 

242 

211 

244 

112 

256 

459 

258 

424 

233 

188 

232 

190 

257 

260 
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[TRUST.  THE  UNIVERSAL  LANGUAGE 
FOR  SUCCESSFUL  PARTNERSHIPS. 


The  partnerships  you  formed  in  childhood 


Today  we  provide  real  estate  solutions  tailored  to 


e  contributed  to  your  success  today.  When  you're         our  clients'  specific  needs  in  more  than  30  countries, 
loring  real  estate  opportunities  12  time  zones  away         in  the  major  business  centers  of  the  world. 


bal  partnerships  based  on  trust  are  crucial. 

At  Cushman  &  Wakefield,  we're  relationship- 
^nted,  not  just  transaction-driven.  That's  why  we've 
tblished  a  worldwide  real  estate  services  organiza- 
i  that  offers  the  same  standard  of  excellence  on  a 
bal  basis  that  distinguishes  us  in  the  U.S. 

1. 


Now  that  you're  bigger,  the  world  is  even  smaller. 
To  put  us  to  work  for  you  call  1-800-346-6789. 


CUSHVIAN& 


A  ROCKEFELLER  GROUP  COMPANY 


Improving  your  place 
in  the  world. 


Iljjjjjl     Cushman  tk  Wakefield  Worldwide  " 


gnmm—U— MMM 
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Company/country 

Commerzbank/Germany 
Commonwealth  Bank  Group/Australia 
Comptoirs  Modernes/France 
Continental  Group/Germany 
Cordiant/UK 

Cosmo  Oil/Japan 

CRA/Australia 

Credit  Commercial/France 

Credit  Foncier/France 

Credit  Lyonnais  Group/France 

Credito  Italiano/ltaly 

CS  Holding  Group/Switzerland 

CSR  Group/Australia 

Daewoo/Korea 

Dai  Nippon  Printing/Japan 

Dai-lchi  Kangyo  Bank/Japan 
Dai-Tokyo  Fire  &  Marine/Japan 
Daiei/Japan 
Daihatsu  Motor/Japan 
Daikyo/Japan 

Daimaru/Japan 

Daimler-Benz  Group/Germany 
Dainippon  Ink  &  Chems/Japan 
Dairy  Farm  International/Hong  Kong 
Daiwa  Bank/Japan 

Daiwa  House  Industry/Japan 

Daiwa  Securities/Japan 

Dalgety/UK 

Groupe  Danone/France 

Degussa/Germany 

Delhaize  Le  Lion  Group/Belgium 
Deutsche  Babcock  Group/Germany 
Deutsche  Bank  Group/Germany 
Deutsche  Lufthansa/Germany 
Docks  de  France/France 

Dresdner  Bank/Germany 

DSM/Netherlands 

East  Japan  Railway/Japan 

Eiffage/France 

Electrolux  Group/Sweden 

Elf  Aquitaine  Group/France 
Endesa  Group/Spain 
LM  Ericsson/Sweden 
Esso/France 
Ferruzzi/Montedison  Group/Italy 

Fiat  Group/Italy 

Finmeccanica/ltaly 

Fletcher  Challenge/New  Zealand 

Fortis  Group/Netherlands  Belgium 

Fuji  Bank/Japan 

Fuji  Electric/Japan 


262 


Rank 


Page 


133 

237 

412 

232 

458 

236 

339 

237 

347 

257 

122 

244 

493 

232 

226 

236 

319 

236 

59 

236 

330 

240 

82 

256 

481 

232 

147 

249 

162 

244 

56 

242 

443 

248 

37 

242 

258 

246 

436 

248 

273 

246 

13 

237 

250 

246 

372 

258 

174 

244 

214 

244 

484 

248 

280 

257 

137 

236 

254 

237 

176 
429 
35 
172 
269 


232 
237 
237 
237 
236 


103 

237 

428 

252 

61 

242 

327 

236 

135 

254 

30 

234 

343 

252 

197 

254 

361 

236 

123 

240 

25 

240 

278 

240 

465 

258 

85 

252,  232 

40 

242 

246 

246 

Company/country 

Fuji  Heavy  Inds/Japan 
Fuji  Photo  Film/Japan 
Fujita/Japan 
Fujitsu/Japan 
Furukawa  Electric/Japan 

Galeries  Lafayette/France 
GAN-Assur  Nationales/France 
Gehe/Germany 
General  Accident/UK 
General  Electric/UK 

General  Sekiyu  Group/Japan 
Generale  Bank  Group/Belgium 
Generale  des  Eaux  Groupe/France 
Generali  Group/Italy 
GIB  Group/Belgium 

Glaxo  Wellcome/UK 

Grand  Metropolitan/UK 

Great  Universal  Stores/UK 

Great-West  Lifeco/Canada 

Grupo  Financiero  Bancomer/Mexico 

Guardian  Royal  Exchange/UK 

Guinness/UK 

Hanson/UK 

Hanwa/Japan 

Groupe  Havas/France 

Hazama/Japan 
Heineken/Netherlands 
Henkel  Group/Germany 
Hillsdown  Holdings/UK 
Hino  Motors/Japan 


Rank 


Page 


HSBC  Group/UK 
Hudson's  Bay  Co/Canada 
Hyundai/Korea 
Hyundai  Eng  &  Const/Korea 
Hyundai  Motor/Korea 

Hyundai  Motor  Service/Korea 

Iberdrola/Spain 

Imasco/Canada 

Imperial  Chemical  Inds/UK 

Imperial  Oil/Canada 

Inchcape/UK 


189 

244 

203 

244 

289 

246 

34 

242 

335 

246 

ate 

393 

236 

66 

236 

223 

237 

235 

257 

242 

257 

Itita 

406 
248 
51 
101 
290 

163 
199 
455 
476 
262 

295 
394 
153 
419 
298 

378 
450 
243 
310 
312 


72 
494 
113 
314 
171 

348 
359 
349 
132 
356 
228 


248 
232 
236 
240 
233 

257 
257 
257 
234 
258 

257 
257 
257 
248 
236 

246 
252 
237 
257 
246 


Hitachi/Japan 

9 

242 

Hitachi  Zosen/Japan 

377 

246 

Hoechst  Group/Germany 

38 

237 

Hokkaido  Electric  Power/Japan 

384 

248 

Hokkaido  Takushoku  Bank/Japan 

413 

248 

Hokuriku  Electric  Power/Japan 

495 

248 

Holderbank/Switzerland 

305 

256 

Philipp  Holzmann/Germany 

311 

237 

Honda  Motor/Japan 

28 

242 

Hoogovens  Groep/Netherlands 

483 

252 

256 
234 
249 
249 
249 

249 
252 
234 
257 
234 
257 
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Company/country 


Rank 


Page 


Company/country 


Rank 


Page 


Indl  Bank  of  Japan/Japan 

Intl  Nederlanden  Group/Netherlands 

Isetan/Japan 

Ishikawajima-Harima/Japan 

Istituto  Mobiliare  Italia/Italy 

Isuzu  Motors/Japan 
Ito-Yokado/Japan 
Itochu/Japan 
Itoham  Foods/Japan 
Iwatani  International/Japan 

Japan  Air  Lines/Japan 

Japan  Energy/Japan 

Japan  Tobacco/Japan 

Jardine  Matheson  Holdings/Hong  Kong 

Jusco/Japan 

Kajima/Japan 

Kandenko/Japan 

Kanebo/Japan 

Kanematsu/Japan 

Kansai  Electric  Power/Japan 

Kao/Japan 

Karstadt  Group/Germany 

Kaufhof/Germany 

Kawasaki  Heavy  Inds/Japan 

Kawasaki  Kisen  Kaisha/Japan 

Kawasaki  Steel/Japan 
Kawasho/Japan 
Kesko  Group/Finland 
Kia  Motors/Korea 
Kinden/Japan 

Kingfisher/UK 

Kinki  Nippon  Railway/Japan 

Kirin  Brewery/Japan 

KLM/Netherlands 

KNP-BT/Netherlands 

Kobe  Steel/Japan 

Komatsu/Japan 

Konica/Japan 

Korea  Electric  Power/Korea 

Kredietbank/Belgium 

Krupp  Hoesch  Group/Germany 
Kubota/Japan 
Kumagai  Gumi/Japan 
Kwik  Save  Group/UK 
Kyocera/Japan 

Kyushu  Electric  Power/Japan 
L'Aire  Liquide  Group/France 
L'Oreal  Group/France 
Ladbroke  Group/UK 
Lafarge  Coppee/France 
Lagardere  Groupe/France 


50 

242 

53 

252 

414 

248 

202 

244 

467 

240 

121 

244 

49 

242 

3 

242 

488 

248 

410 

248 

169 

244 

108 

242 

116 

244 

220 

258 

89 

242 

91 

242 

388 

248 

385 

248 

16 

242 

60 

242 

288 

246 

124 

237 

140 

237 

194 

244 

489 

248 

192 

244 

144 

244 

405 

258 

355 

249 

366 

246 

277 

257 

260 

246 

234 

246 

398 

252 

286 

252 

142 

244 

227 

244 

401 

248 

191 

249 

352 

233 

152 

237 

231 

246 

247 

246 

496 

257 

421 

248 

165 

244 

360 

236 

249 

236 

363 

257 

354 

236 

221 

236 

Legal  &  General  Group/UK 
LG  Electronics/Korea 
LG  International/Korea 
Linde/Germany 
Lloyds  Bank  Group/UK 

Long-Term  Credit  Bank/Japan 
LVMH  Group/France 
Lyonnaise  des  Eaux-Dumez/France 
MAN  Group/Germany 
Maeda/Japan 

Mannesmann  Group/Germany 
Marks  &  Spencer/UK 
Marubeni/Japan 
Maruha/Japan 
Marui/lapan 

Matsushita  Electric  Indl/Japan 
Matsushita  Electric  Works/Japan 
Matsuzakaya/lapan 
Mazda  Motor/Japan 
Meiji  Milk  Products/Japan 

Metallgesellschaft/Germany 
Michelin  Group/France 
Misawa  Homes/Japan 
Mitsubishi  Bank/Japan 
Mitsubishi  Chemical/Japan 

Mitsubishi/lapan 
Mitsubishi  Electric/Japan 
Mitsubishi  Estate/lapan 
Mitsubishi  Heavy  Inds/Japan 
Mitsubishi  Materials/Japan 

Mitsubishi  Motors/lapan 
Mitsubishi  Oil/Japan 
Mitsubishi  Trust  &  Bank/lapan 
Mitsui  &  Co/Japan 
Mitsui  Construction/Japan 

Mitsui  Fudosan/Japan 
Mitsui  Marine  &  Fire  Ins/Japan 
Mitsui  O.S.K.  Lines/Japan 
Mitsui  Toatsu  Chemicals/Japan 
Mitsui  Trust  &  Banking/Japan 

Mitsukoshi/lapan 

Munchener  Ruck/Germany 

Nagasakiya/Japan 

Nagase  &  Co/Japan 

Natl  Australia  Bank/Australia 

National  Power/UK 

National  Westminster  Bank/UK 

NEC/Japan 

Nestle/Switzerland 

New  Oji  Paper/Japan 

News  Corp/Australia 


251 

257 

224 

249 

304 

249 

431 

237 

200 

257 

63 

242 

420 

236 

95 

236 

195 

237 

392 

248 

88 

237 

198 

257 

5 

242 

241 

246 

399 

248 

11 

242 

205 

244 

418 

248 

67 

242 

475 

248 

156 

237 

160 

236 

449 

248 

41 

242 

141 

244 

1 

242 

46 

242 

404 

248 

48 

242 

215 

244 

32 

242 

206 

244 

217 

244 

2 

242 

403 

248 

161 

244 

292 

246 

365 

246 

423 

248 

186 

244 

208 

244 

86 

237 

477 

248 

425 

248 

285 

232 

332 

257 

80 

256 

29 

242 

24 

256 

270 

246 

261 

232 
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Company/country 

Nichii/Japan 

Nichimen/Japan 

Nichirei/Japan 

Nintendo/Japan 

Nippon  Credit  Bank/Japan 

Nippon  Express/Japan 
Nippon  Fire  &  Marine  Ins/Japan 
Nippon  Light  Metal/Japan 
Nippon  Meat  Packers/Japan 
Nippon  Oil/Japan 

Nippon  Paper  Inds/Japan 
Nippon  Steel/Japan 
Nippon  Suisan  Kaisha/Japan 
Nippon  Tel  &  Tel/Japan 
Nippon  Yusen/Japan 

Nippondenso/Japan 
Nishimatsu  Construction/Japan 
Nissan  Motor/Japan 
Nissho  Iwai/Japan 
NKK/Japan 

Nokia/Finland 

Nomura  Securities/Japan 

Noranda/Canada 

Norsk  Hydro/Norway 

Obayashi/Japan 

Odakyu  Electric  Railway/Japan 
Oki  Electric  Industry/Japan 
Okura  &  Co/Japan 
Olivetti  Group/Italy 
Omron/Japan 

OMV  Group/Austria 
Osaka  Gas/Japan 
Osaka  Uoichiba/Japan 
Oshawa  Group/Canada 
Pacific  Dunlop/Australia 

Groupe  Paribas/France 
Pechiney/France 
Peninsular  &  Oriental/UK 
Penta-Ocean  Construction/Japan 
Petrobras/Brazil 

Petrofina/Belgium 
Peugeot  Groupe/France 
Philips  Group/Netherlands 
Pinault-Printemps-Redoute/France 
Pioneer  Electronic/Japan 

Pirelli  Group/Italy 

Pohang  Iron  and  Steel/Korea 

PowerGen/UK 

Preussag  Group/Germany 

Promodes  Group/France 

Provigo/Canada 


264 


Rank 


Page 


125 

244 

15 

242 

367 

246 

499 

248 

164 

244 

107 

242 

415 

248 

336 

246 

275 

246 

69 

242 

212 

244 

45 

242 

451 

248 

10 

242 

264 

246 

139 

244 

322 

246 

14 

242 

7 

242 

92 

242 

358 

258 

337 

246 

438 

234 

209 

258 

129 

244 

422 

248 

306 

246 

442 

248 

369 

240 

491 

248 

351 

258 

309 

246 

500 

248 

478 

234 

444 

232 

90 

236 

150 

236 

229 

257 

391 

248 

102 

233 

196 

232 

42 

234 

33 

252 

149 

236 

409 

248 

342 

240 

230 

249 

471 

257 

134 

237 

105 

236 

469 

234 

Company/country 

Prudential/UK 

Reed  Elsevier/UK,  Netherlands 

Renault  Group/France 

Repola/Fmland 
Repsol/Spain 

Rhone-Poulenc  Group/France 

Richemont/Switzerland 

Ricoh/Japan 

RMC  Group/UK 

Roche  Group/Switzerland 


Rank 

96 
456 

36 
381 


120 

376 
204 
368 
193 


Page 

257 
257, 252 
234 
258 
252 

236 
256 
244 
257 
256 


Rolls-Royce/UK 

441 

257 

Royal  Bank  of  Canada/Canada 

213 

234 

Royal  Bank  of  Scotland/UK 

374 

257 

Royal  Dutch/Shell  Group/Netherlands,  UK 

8 

252,  256 

Royal  Insurance  Holdings/UK 

240 

257 

Royal  PTT  Nederlands/Netherlands 

216 

252 

RWE  Group/Germany 

52 

237 

Sainsbury/UK 

100 

257 

Saint-Gobain/France 

158 

236 

Saint  Louis/France 

344 

236 

Sakura  Bank/Japan 
Samsung  Corp/Korea 
Samsung  Electronics/Korea 
Sandoz  Group/Switzerland 
Sankyo/Japan 

Sanpaolo  Group/Italy 
Sanwa  Bank/Japan 
Sanyo  Electric/Japan 
Sato  Kogyo/Japan 
SCA-Svenska  Cellulosa/Sweden 

Schlumberger/Netherlands 
Schneider/France 
Seagram/Canada 
Seibu  Railway/Japan 
Seiyu/Japan 

Sekisui  Chemical/Japan 

Sekisui  House/Japan 

Sharp/Japan 

Shikoku  Electric  Power/Japan 

Shimizu/Japan 

Shin-Etsu  Chemical/Japan 
Shinsho/Japan 

Shiseido/iapan 
Showa  Denko/lapan 
Siemens  Group/Germany 

Singapore  Airlines/Singapore 
Skandinaviska  Enskilda  Bk/Sweden 
Skanska/Sweden 
SKF  Group/Sweden 
Smith  (CO/South  Africa 
SmithKline  Beecham/UK 


57 

84 

127 

173 

445 

143 
47 
111 
324 
482 

303 
210 
373 
434 
145 

239 
155 
131 
460 
73 

396 
448 
382 

440 
17 

480 
411 
498 
487 
350 
225 


242 

249 
249 
256 
248 

240 
242 
244 
246 
254 

252 
236 
234 
248 
244 

246 
244 
244 
248 
242 

248 
248 
248 
248 
237 

258 
254 
254 
254 
258 
257 
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CONSERVE  CASH. 
SPLURGE  ON  POWER 


Introducing  the  New 
Satellite  Notebooks. 

ie  new  Satellite'  with  Toshiba's  Turbo  75  technology  lets  you  enjoy 
emium  performance  -  without  paying  a  premium  price.  The  new 
tellite'  notebooks  combine  a  powerful  75MHz  Intel  DX4™  processor 
th  speed-enhancing  and  power- efficient  features  like  fast-page  RAM 
:ess,  local-bus  video  and  graphics  acceleration.  The  result?  Blistering 
.tern  performance  that  can  outperform  100MHz  systems  while 
timizing  precious  battery  life.  You  also  get  a  big  10.4"  diagonal 
or  display,  a  built-in  power  supply  so  diere's  no  bulky  external 
I adapter,  an  AccuPoint"  integrated  pointing  device,      A 
lg  and  Play  expansion,  rugged  construction  and  more. 
ill  1-800-457-7777  for  your  nearest  dealer. 


Satellite 

>130CT*: 

10.4"  dia.  color  TFT-LCD 
active  matrix  display 
520  Million  Bytes  (=500MB)  HDD 
8MB  of  RAM  expandable  to  32MB 


T2130CS*: 

•  10.4"  dia.  color  dual-scan  STN  display 

•  520  Million  Bytes  (=500MB)  HDD 

•  8MB  of  RAM  expandable  to  32MB 
T2110CS*: 

•  10.4"  dia.  color  dual-scan  STN  display 

•  350  Million  Bytes  (=330MB)  HDD 

•  4MB  of  RAM  expandable  to  28MB 


ALL  MODELS: 

•  75MHz  Intel  DX4~  processor 

•  Integrated  math  coprocessor 

•  16KB  cache 

•  Two  stacked  PC  Card  slots 
(two  Type  II  or  one  Type  III) 

•  Plug  and  Play  connectivity 

•  NiMH  battery  with  Toshiba 
MaxTime®  Power  Management 

•  Built-in  power  supply 


•  AccuPoint"  integrated 
pointing  device 

•  3.5"  floppy  disk  drive 

•  Under  7  lbs. 

•  Optional  Port  Replicator 

•  Pre-installed  software: 
DOS,  Microsoft* 
Windows®  and  Fn-esse" 

•  1  yr.  limited  warranty 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

IOCS.  Reseller  prices  may  vary  All  prices  and  specifications  are  subject  to  change  *The  T2130CT,  T2130CS  and  T21  IOCS  are  sold  at  selected  retailers  as  the  T2135CT,  T2135CS  and  T21 15CS  with  additional  pre-installed  software 
©  1995  Toshiba  America  Information  Systems,  Inc.  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation 


Company/country 

Snow  Brand  Milk  Prods/Japan 
Soc  Generale  de  Belgique/Belgium 
Societe  Generale  Group/France 
Solvay  Group/Belgium 
Sony/Japan 

So  African  Breweries/South  Africa 

SPAR  Handels/Germany 

Ssangyong/Korea 

Standard  Chartered  Group/UK 

Steel  Authority  of  India/India 

STET/ltaly 

Stora  Group/Sweden 

Suez  Group/France 

Sulzer  Group/Switzerland 

Sumitomo/Japan 

Sumitomo  Bank/Japan 
Sumitomo  Chemical/Japan 
Sumitomo  Electric  Inds/Japan 
Sumitomo  Forestry/Japan 
Sumitomo  Heavy  Inds/Japan 

Sumitomo  Marine  &  Fire/Japan 
Sumitomo  Metal  Inds/Japan 
Sumitomo  Metal  Mining/Japan 
Sumitomo  Rubber  Inds/Japan 
Sumitomo  Trust  &  Banking/Japan 

Sun  Alliance  Group/UK 
Sunkyong  Ltd/Korea 
Suzuki  Motor/Japan 
Svenska  Handelsbanken/Sweden 
Swire  Pacific/Hong  Kong 

Swiss  Bank/Switzerland 
Swiss  Re  Group/Switzerland 
Swissair  Group/Switzerland 
Taisei/Japan 
Takashimaya/Japan 

Takeda  Chemical  Inds/Japan 
Tate  &  Lyle  Group/UK 

TDK/Japan 

Teijin/Japan 

Telefonica/Spain 

Telefonos  de  Mexico/Mexico 

Tesco/UK 

Thomson  Corp/Canada 

Thomson  CSF/France 

Thorn  Emi/UK 

Thyssen  Group/Germany 

Toda/Japan 

Tohoku  Electric  Power/Japan 

Tokai  Bank/Japan 

Tokio  Marine  &  Fire  Ins/Japar; 

Tokyo  Electric  Power/Japan 
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183 
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19 
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Company/country 

Tokyo  Gas/Japan 

Tokyu/Japan 

Tokyu  Construction/Japan 

Tokyu  Dept  Store/Japan 

Tokyu  Land/Japan 

Tomen/Japan 
Tomkins/UK 
Tonen/Japan 
Toppan  Printing/Japan 
Toray  Industries/Japan 

Toronto-Dominion  Bank/Canada 

Toshiba/Japan 

Toshoku/Japan 

Tostem  Corp/Japan 

Total  Group/France 

Toyo  Seikan  Kaisha/Japan 

Toyo  Trust  &  Banking/Japan 

Toyobo/Japan 

Toyoda  Automatic  Loom/Japan 

Toyota  Auto  Body/Japan 

Toyota  Motor/Japan 

Toyota  Tsusho/Japan 

Tractebel/Belgium 

Trafalgar  House/UK 

UAP-Union  des  Assurances/France 

UBE  Industries/Japan 
Unilever/Netherlands,  UK 
Union  Bank  of  Switzerland/Switzerland 
United  Biscuits/UK 

UNY/Japan 

VEBA  Group/Germany 
VEW-Vereinigte  Elekt/Germany 
VIAG  Group/Germany 
Volkswagen  Group/Germany 
Volvo  Group/Sweden 

George  Weston/Canada 
Westpac  Banking  Group/Australia 
Winterthur  Group/Switzerland 
Wolseley/UK 
Woolworths/Australia 

Yamaha/Japan 
Yamaha  Motor/Japan 
Yamato  Transport/Japan 
Yamazaki  Baking/Japan 
Yasuda  Fire  &  Marine  Ins/Japan 

Yasuda  Trust  &  Banking/Japan 

YPF/Argentina 

Yuasa  Trading/Japan 

Yukong/Korea 

Zeneca  Group/UK 

Zurich  Insurance  Group/Switzerland 
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provide  senior  executives  with 
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the  best  financial  tools  available 


THE  NEW  ERA  OF 
ASSET-BASED  FINANCING 

A  growing  number  of  busi- 
nesses across  the  nation  are 
discovering  highly  attractive 
ways  they  can  tap  the  value  of 
their  assets  to  raise  the  crucial 
funds  they  need.   By  using 
their  assets  to  secure  financing, 
they  can  obtain  working  capi- 
tal and  funding  for  capital 
equipment  as  well  as  financing 
for  expansion  and  acquisitions. 
Asset-based  financing,  one  of 
the  oldest  means  of  financing 
American  business,  has  been 
rejuvenated  because  its  ability 
to  help  companies  raise  money 
speaks  directly  to  the  needs  of 
today's  businesses. 
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ADVERTISEMENT  2 

"Today's  asset-based  lenders  play  a  crit- 
ical role  in  fueling  the  growth  of  business 
in  the  United  States,  and  industry 
observers  expect  this  trend  to  continue," 
says  Albert  R.  Gamper  Jr.,  president  and 
CEO  of  The  CIT  Group. 

The  Commercial  Finance  Association, 
a  nationwide  organization  of  lenders  spe- 
cializing in  asset-based  lending  and  factor- 
ing, reports  that  its  members'  level  of  out- 
standing loans  has  increased  every  year 
from  1976  through  1994. 

As  a  result  of  this  growth,  "asset- 
based  financing  is  gaining  the  respect  it 
deserves,"  says  Gamper.   Gamper,  whose 
$16  billion  commercial-  and  consumer- 
financing  company  is  America's  oldest 
asset-based  financing  company,  adds  that 
the  benefits  of  this  approach  to  financ- 
ing "include  quality  service,  industry- 
specific  knowledge  and  flexibility,  to 
name  just  a  few." 

For  new  and  growing  companies, 
asset-based  financing  is  often  a  necessity 
because  bank  lending  decisions  rely  heavi- 
ly on  previous  earnings,  cash  flows  and 
leverage  ratios.  As  a  result,  it's  difficult 
for  young  companies  with  limited  earn- 
ings histories  and  uncertain  cash  flows  to 
obtain  standard  bank  financing.  Com- 
panies that  are  growing  rapidly  or  under- 
going major  strategic  shifts  can  also  scare 
conservative  bankers. 

That's  where  asset-based  financing 
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panies.   But  "asset-based  lenders  are  no 
longer  perceived  as  the  lenders  of  last 
resort,"  says  The  CIT  Group's  Gamper. 
Instead,  he  says,  these  lenders  "continue 
to  gain  market  share  in  the  commercial 
financing  sector  as  they  apply  creative, 
customized  financing  solutions  to  specific 
customer  requirements." 

Asset-based  lenders  are  typically 
experts  in  specific  categories  of  assets,  so 
they  are  able  not  only  to  provide  financ- 
ing but  also  value-added  services. 

"AT&T  Capital's  experienced  asset- 
management  specialists  help  corporate 
clients  accurately  track  and  administer 
their  technological  assets,"  says  Chairman 
and  CEO  Thomas  C.  Wajnert,  "from 
microcomputers  to  large  integrated  sys- 
tems, which  allows  the  companies  to  con- 
serve and  even  re-use  existing  resources." 

Moreover,  asset-based  finance  compa- 
nies not  only  help  companies  meet  their 
own  financing  needs,  they  can  also  help  a 
company's  customers  pay  for  their  pur- 
chases. This  helps  smaller  companies 
compete  with  giant  companies  that  have 


Asset-based  lenders  are  typically  experts 

in  specific  categories  of  assets,  so  they  are 

able  not  only  to  provide  financing  but 

also  value-added  services. 


comes  in.    The  finance  companies  and 
banks  that  pnu        this  form  of  financing 
look  to  the  value      specific  assets  to 
secure  the  financii      hey  offer.  They 
closely  monitor  then     >1  lateral,  but  unlike 
traditional  bankers,  the       m't  impose 
covenants  limiting  manage    ent's  freedom 
to  run  the  business. 

Asset-based  loans  and  factoring  vsere 
once  seen  as  the  refuge  of  troubled  com- 


captive  financing  subsidiaries. 

At  AT&T  Capital,  Wajnert  says, 
"we  provide  a  wide  range  of  vendor- 
financing  programs  for  manufacturers, 
distributors  and  dealers.  Our  services 
include  private-label  programs  that 
enable  vendors  to  extend  credit  under 
their  own  names  to  their  customers  as 
well  as  inventory  finance  for  equip- 
ment distributors  and  dealers.  As  a 


result,  vendors  can  enable  their  custon 
to  buy  on  credit  without  tying  up  the 
vendors'  funds  or  administrative 
resources." 

Because  of  its  range  of  attractions, 
asset-based  financing  has  become  one 
the  hot  areas  in  commercial  banking. 

SECURED  FINANCING:  PUTTING 
YOUR  ASSETS  TO  WORK 

Asset-based  financing  increasingly  i 
being  delivered  as  part  of  a  package  of 
business  credit.  The  package  may  incl 
a  revolving  line  of  credit  secured  by 
receivables  and  inventory,  plus  a  term 
loan  that  uses  equipment  or  real  estate 
collateral. 

Accounts-receivable  financing  provic 
replenishable  pool  of  funds  that  grows  a 
the  company  grows.  That's  because  the 
lender  expands  the  line  of  credit  as  the  i 
of  eligible  receivables  grows.  Typically, 
asset-based  lenders  provide  up  to  85%  c 
current  receivables.  However,  borrower 
only  use  the  funds  as  they  need  them. 

Repayment  of  a  receivables-backed 
loan  is  often  handled  through  a  specia 
bank  account  into  which  all  receivable 
payments  are  deposited  and  used  to  pi, 
down  the  loan.  The  company  can  boii 
row  more  as  the  outstanding  loan  is 
repaid  as  well  as  when  new  receivables 
created.   Moreover,  while  a  revolving  1 
of  credit  from  a  bank  must  be  paid  oA 
periodically — usually  once  a  year — an 
asset-based  lender's  line  of  credit  is  mc 
like  a  consumer  charge  card  than  a  stai 
dard  commercial  loan. 

While  accounts-receivable  financinj 
can  meet  the  day-to-day  credit  needs  c 
many  businesses,  those  needing  additi< 
funds  may  turn  to  an  inventory  loan, 
which  is  secured  by  raw  materials  or  fi 
ished  goods.  Asset-based  lenders  will  1 
sums  ranging  from  10%  to  70%  of  th 
value  oEa  company's  inventory,  depenr 
on  the  nature  of  that  inventory. 

Meanwhile,  asset-based  term  loans 
be  used  to  finance  long-term  working 
capital  needs  or  the  purchase  of  new 
equipment  and  machinery.  These  loai 
typically  secured  by  equipment  or  ind 
trial  real  estate,  are  usually  extended  fc 
five-  to  seven-year  periods  and  are  self 
amortizing.  By  using  asset-based  servi 
like  The  CIT  Group's  line  of  credit, 
businesses  can  prearrange  financing  fo 
purchasing  new  equipment  or  upgrad: 
existing  assets. 


Our  Commitment  to  Customer  Service 
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"We  need  AES3T  Capital 
to  be  therefor  us. * 

Pat  Russo,  President 

AT&T  Global  Business  Communications  Systems 

Basking  Ridge,  New  Jersey 


With  1.4  million  customers  in  100  countries,  GBCS 
is  the  industry  leader  in  advanced  communications 
products,  systems  and  services  for  large  and  small  business 
customers. 

Many  GBCS  products  are  leased  to  customers  through 
AT&T  Capital.  Since  the  formation  of  both  companies, 
AT&T  Capital  and  GBCS  have  shared  a  powerful  partner- 
ship, supporting  one  another,  growing  together  and 
succeeding  in  the  marketplace  together. 

"Our  mission,"  says  Russo,  "is  to  be  the  global  leader 
in  premises-based  communications  systems  and  solutions 
before,  during  and  after  the  communications  industry 


We  offer: 

Vendor-Financing  Programs 

Diversified  Equipment  Leasing  and  Finance 

Equipment  Management 

World  Headquarters 

44  Whippany  Road 

Monistown,  New  Jersey  07962 

1  800-235-4288  (within  North  America) 

European  Headquarters 
66  Buckingham  Gate 
London  SW1E  6AU  England 
071-411-4800 


transfonnation.  By  working  with  us  creatively,  by  being 
innovative  and  taking  calculated  risks  with  us,  AT&T 
Capital  will  help  provide  that  leadership." 

AT&T  Capital  Corporation  is  the  largest  publicly 
owned  equipment  leasing  and  finance  company  in  the 
United  States.  Measured  by  annual  financing  volume, 
we  are  a  leader  on  the  roster  of  our  global  industry 
competitors.  Our  2,700  members  (employees)  serve 
approximately  500,000  small,  mid-sized  and  large 
businesses  in  the  United  States,  Canada,  Mexico, 
Europe,  Hong  Kong  and  Australia. 

Let  AT&T  Capital  put  our  resources  to  work  for  you. 
Call  us  at  1  800-235-4288  (from  inside  North  America)  or 
0101-201-397-3208  (from  outside  North  America). 

AT&T  Capital  Corporation 

We  give  your  business  the  credit  it  deserves™ 


AT&T 

Capital  Corporation 


A  i 


United  States     •     Canada     •     Mexico     •     United  Kingdom     •     Germany     •     France 
Belgium      •     The  Netherlands      •      Luxembourg     •      Hong  Kong      •       Australia 


Italy 


[our  company's  inner  strength  has  helped  you  prosper  during 
good  times  and  survive  the  bad.  You've  overcome  competitive 
threats  and  mastered  unforeseen  challenges.  This  strength — the 
assets  and  resources  of  your  company — has  made  you  what  you  are. 

> 

Now  use  it  to  take  you  where  you  want  to  go. 

Do  it  with  asset-based  lending.  The  CIT  Group  will  show  you 
how  to  unleash  the  value  of  your  assets  for  the  capital  you  need  to 


'1995  The  CIT  Group,  Inc. 


grow.  We're  working  with  businesses  in  established  industries  such 
as  construction  and  textiles  as  well  as  emerging  ones  like  computers 
and  health  care. 

The  capital  you  need  comes  from  the  inner  strength  you 
already  have.  For  more  information  on  how  The  CIT  Group 
can  help  you  access  it, 
call 


1-800-CIT-1908. 


america's 
Most  Experienced 
Asset- Based 
Lender. 


innnaTreremnnniMMMMimM— 


•  Arranged  $3  Billion  in 
Equipment  Financing 

•  20  Offices  Nationwide 

•  Independent  Leasing  Company 

•  Competitive  Lease  Rates 

•  Innovative  and  Flexible 
Lease  Structures 

•  Asset  Management  Services 

PROVIDING  SOLUTIONS 
FOR  CUSTOMERS' 

EQUIPMENT 
FINANCING  NEEDS 


7175  W.  Jefferson  Avenue,  Suite  3000 

Lakewood,CO  80235 

(303)  980-1000      (800)  348-5859 


According  to  Robert  J.  Merritt,  president 
and  CEO,  The  CIT  Group/Industrial 
Financing,  "Since  assets  are  the  primary 
source  of  funding,  cash  flow  isn't  compro- 
mised and  the  company's  growth  isn't  inhib- 
ited. Asset-based  lenders  are  generally  more 
knowledgeable  about  the  vagaries  of  the  par- 
ticular industry  in  which  they  are  lending 
and  can  structure  transactions  accordingly." 
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and  have  no  assets  can't  tap  this  alterna- 
tive.  Similarly,  companies  that  bill  their 
customers  as  they  complete  each  stage  of 
the  work  on  a  project,  and  therefore  have 
contingent  receivables,  are  not  good  can- 
didates either.   But  those  that  have  entries 
on  the  asset  side  of  the  ledger  can  put 
them  to  use  in  raising  funds. 

If  a  company's  financing  needs  are  too 
big  for  any  single  lender's  credit  limit, 
lenders  are  typically  happy  to  syndicate  the 
financing,  bringing  in  other  institutions  to 
help  provide  the  funds  and  earning  a  syn- 
dication fee.  Still,  for  many  asset-based 
lenders,  the  focal  point  is  middle-market 
companies,  which  are  far  too  big  to 
finance  themselves  off  the  proprietor's 
credit  cards,  yet  not  big  enough  to  readily 
raise  funds  in  the  securities  markets. 

LEASING:  WHO  SAYS  YOU  HAVE  TO 
OWN  YOUR  ASSETS? 

In  addition  to  various  kinds  of  asset- 
based  lending,  Dennis  J.  Lacey,  president 
and  CEO  of  Capital  Associates 
International,  says,   "Leasing  is  a  well- 
known  and  effective  method  of  asset- 
based  financing."   Lacey,  whose  company 
is  headquartered  in  Denver  and  operates 
20  offices  across  the  country,  notes  that 
more  and  more  businesses  are  recognizing 
that  what  they  really  want  is  the  use  of 


If  a  company  s  financing  needs  are  too 

big  for  any  single  lenders  credit 

limit,  lenders  are  typically  happy  to 

syndicate  the  financing. 


Of  course,  not  everybody  is       indi- 
date  for  asset-based  financing.   K 
starters,  you  need  assets.  Thus,  for 
pie,  consulting  firms  that  are  long  on 
brainpower  but  operate  out  of  a  briefcase 


equipment,  not  necessarily  ownership  of 
it.  They  can  get  the  equipment  they  need 
by  leasing  it  rather  than  purchasing  it. 
Leasing  has  several  attractions  as  a 
financing  mechanism,  Lacey  notes.   It 
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ADVERTISEMENT 

enables  a  company  to  preserve  its  cash, 
example,  because  there  are  no  big  up-fr ! 
costs,  only  monthly  lease  payments 
Moreover,  "leasing  can  provide  another 
vehicle  for  financing  when  debt  or  equij  r  ' 
sources  are  limited,"  he  says.  There  are 
substantial  tax  benefits  available  for  ma 
companies,  and  leasing  may  be  structui 
as  an  off-balance-sheet  financing. 

But  the  advantages  of  leasing  aren't 
financial.  In  this  era  of  rapidly  changi 
technology,  Lacey  observes,  "leasing  al 
a  user  of  equipment  to  return  the  asset 
after  the  initial  lease  term,"  and  as  a 
result,  "users  can  keep  their  equipmen 
up-to-date  technologically  and  avoid  p 
ing  the  full  cost  for  equipment  they  n( 
longer  desire  to  keep."  Instead,  the  eqi 
ment  goes  back  to  lessors  like  Capital 
Associates  that  have  the  expertise  to  m 
age  the  risks  associated  with  remarketi 
this  equipment. 

As  a  result  of  these  benefits,  "the  ra'  J 
of  users  extends  from  the  very  biggest 
companies  to  local  sole  proprietors," 
Lacey  says.  "All  users  of  equipment  of  tl! 
kind,  from  forklifts  to  office  furniture,1  m?-oi 
need  to  find  a  method  to  finance  their'  1[l™ 

kb  in 


equipment  needs, 
the  right  answer. 


For  many,  leasing 
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FACTORING:  AN  OLD  IDEA 
RENEWED 

Nowhere  is  the  evolution  of  asset 
based  financing  more  stark  than  in  fac   P* 
ing.    Factors  purchase  accounts  receiva; 
from  cash-hungry  companies  and  imm 
diately  advance  the  seller  a  sum  equal 
about  80%  of  the  value  of  the  invoice:  BlaSu 
The  factor  forwards  the  rest  of  the  funi(  • 
when  the  clients  pay  their  bills — mini; 
discount  fee.   Factoring  differs  from  as 
based  lending  in  that  accounts  receivalt 
and  responsibility  for  their  collection  ; 
actually  sold  to  the  factor,  rather  than 
merely  irsed  as  collateral  for  a  loan. 

Factoring  traces  its  roots  back  somd 
4000  years  to  the  time  of  King 
Hammurabi  in  Babylonia.   It  was  also 
major  form  of  financing  in  Colonial 
America  and  has  remained  closely  assc  ft 
ated  with  the  textile  and  garment  indt 
tries.   In  recent  years,  however,  fledglit 
companies  in  a  variety  of  industries,  ft 
transportation  to  electronics  and  healt 
care,  have  discovered  factoring. 

Since  factors  are  more  interested  in 
creditworthiness  of  a  company's  custoi 
than  in  the  company  itself,  factors  are  '  * 
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J  ften  willing  to  finance  a  business  at  the 
:artup  stage.  To  be  sure,  factoring  is 
lore  costly  than  conventional  bank 
nancing,  partly  because  it's  a  labor- 
ltensive  business:   It  requires  in-depth 
nowledge  of  the  credit  risks  presented, 
ot  by  the  factor's  customer,  but  by  the 
jstomer's  customers. 

Factoring  provides  a  service  similar  to 
jat  provided  by  a  credit  card,"  says 
awrence  A.  Marsiello,  president  and  CEO 
f  The  CIT  Group/Commercial  Services. 
V  company  may  sell  goods  or  services  to 
s  customers  for  credit  while  at  the  same 
me  have  the  benefit  of  being  paid  in  cash 
nmediately  by  the  factor.  In  addition,  the 
ctor  performs  the  function  of  collecting 
om  the  customers  and  providing  the 
xounts-receivable  bookkeeping." 

This  service  is  an  important  part  of 
ie  appeal  of  factoring.  "Companies  use 
ctoring  as  a  way  to  liquefy  their 
xounts  receivable  and  thus  enhance 
leir  cash  flow,"  Marsiello  says.  "Others 
se  it  for  the  convenience  and  inherent 
vings  of  outsourcing  their  credit,  collec- 
on  and  bookkeeping  departments  to 
:perts  in  the  field." 


KURITIZATION  GROWS 

While  smaller  companies  have  always 
?en  major  customers  of  factoring,  larger 
>mpanies  have  gotten  involved  in  their 
vn  way.  Using  the  techniques  of  securi- 
zation,  some  of  the  nation's  largest  com- 
mies have  packaged  receivables  and  used 
iem  as  collateral  for  the  issuance  of  pub- 
:ly  traded  securities. 

It  happened  first  with  auto  loans.   In 
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loans,  securitization  spread  to  credit-card 
receivables,  computer  lease  payments  and 
an  assortment  of  other  assets.  After  a 
decade,  this  has  become  a  well-established 
way  for  sizable  companies  to  turn  receiv- 
ables into  cash.   Last  year  companies 
raised  some  $70  billion  by  issuing  asset- 


ADVERTISEMENT  7 

financing  is  proving  to  be  an  attractive 
alternative  for  companies  across  the  entire 
spectrum  of  American  business. 

It  is  also  helping  companies  meet  their 
international  needs.  At  AT&T  Capital, 
Wajnert  says,  "one  of  our  key  strategies  is  to 
follow  and  serve  AT&T  and  other  multina- 
tional customers  as  they  expand  into  inter- 
national markets.  In  the  past  three  years, 
AT&T  Capital  has  opened  for  business  in 
Canada,  the  United  Kingdom,  Hong  Kong, 
Australia  and  Mexico.  Most  recendy,  we 
acquired  a  profitable  network  of  Western 
European  equipment  leasing  and  finance 
companies  from  Banco  Central  Hispano." 


Asset-based  financing  is  an  attractive 
alternative  for  companies 
^across  the  entire  spectrum  of 
American  business. 


backed  securities. 

The  funds  may  be  coming  from  the 
public  securities  markets  and  the  process 
may  be  managed  by  a  Wall  Street  invest- 
ment banking  firm,  but  the  principle  is  the 
same  as  factoring:  It's  a  way  of  turning 
tomorrow's  collections  into  today's  cash. 

A  foray  into  the  public  markets  entails 
substantial  costs  and  requires  substantial 
size  in  order  to  benefit  from  the 


Asset-based  financing  devices 
make  it  possible  for  companies 
to  meet  a  variety  of 
financial  needs. 


iM 


nuary  1985,  Salomon  Brothers  arranged 

private  placement  for  $  1 0  million  worth 

Certificates  of  Automobile  Receivables 


-known,  inevitably,  as  CARS — for  a 
est  Coast  auto  lender.  From  auto 


economies  of  scale  associated  with  raising 
funds  in  this  fashion.  As  a  result,  this 
kind  of  securitization  is  only  an  option 
for  the  nation's  largest  companies.  How- 
ever, one  way  or  another,  asset-based 


FLEXIBILITY  IN  FINANCING 

Asset-based  financing  may  not  be  the 
cheapest  financing  around,  but  it  may 
well  be  one  of  the  most  flexible.  While 
it's  often  the  only  alternative  for  new  and 
rapidly  growing  companies,  it  has  attrac- 
tions for  all  kinds  of  companies.  The 
array  of  asset-based  financing  devices 
makes  it  possible  for  companies  to  meet  a 
variety  of  financial  needs  by  making  their 
assets  work  for  them.   "These  services  are 
appealing  to  companies  of  all  sizes,"  says 
The  CIT  Group's  Merritt,  "from  startups 
to  giant  companies  that  want  to  be  com- 
petitive and  reduce  overhead  to  a  truly 
variable  cost." 

The  CIT  Group's  Gamper  adds, 
"Companies  should  use  asset-based 
approaches  for  obtaining  working  capital 
and  lines  of  credit  because  they  have 
access  to  more  capital  than  would  be  avail- 
able through  other  sources,  they  encour- 
age companies  to  manage  dieir  working 
capital  more  effectively  to  maximize  their 
borrowing  capacity  and  minimize  their 
interest  expense,  and  it  gives  them  more 
flexibility  in  the  use  of  their  funds."  I 

Written  by  David  Glick 


THE  100  LARGEST  O.S.  MULTINATIONALS 

Weak  dollar, 
strong  results 


The  foreign  subsidiaries  of  America's  100  largest  multina- 
tional companies  posted  earnings  gains  of  29%  last  year  on 
sales  gains  of  just  6%.  Not  that  their  business  was  boom- 
ing: You  can  credit  a  weak  dollar  for  most  of  the  improve- 
ment. Translated  into  dollars,  a  given  level  of  earnings  in 
foreign  currencies  was  worth  more. 

The  gains  should  continue  this  year.  The  dollar  has  been 
weak  again,  and,  meanwhile,  the  European  economies 
seem  to  be  pulling  out  of  recession. 

Those  improved  foreign  earnings  were  a  godsend  to 
some.  McDonald's,  which  ranks  48th  in  the  following 
table,  showed  a  gain  in  domestic  sales  of  only  6%  in  1994, 
but  the  company's  foreign  sales — McDonald's  operates,in 
81  countries — shot  up  20%  and  now  account  for  half  of 
McDonald's  total  volume.  Two-thirds  of  the  record  1 ,200 
to  1,500  new  McDonald's  restaurants  that  are  set  to  open 


this  year  will  be  built  outside  the  U.S. 

U.S.  technology  firms  had  another  great  year  overseas  a> 
they  capitalized  on  U.S.  leadership  in  computers  ano 
communications,  at&t,  Texas  Instruments,  Compao 
Computer,  Intel,  Motorola  and  Hewlett-Packard  all  post 
ed  strong  gains  in  foreign  operations,  and  will  continue  t( 
do  so  this  year. 

Where  possible,  the  figures  that  follow  include  propor 
donate  interests  in  unconsolidated  affiliates  abroad.  Fo 
example,  Chevron  and  Texaco  each  own  50%  of  Caltex,  | 
$15  billion  (sales)  foreign  oil  company.  We  credit  $7.1 
billion  in  sales  to  both  Texaco  and  Chevron. 

Note,  too,  that  we  don't  include  export  sales  of  U.S 
corporations,  which  is  why  high-volume  exporters  such  a 
Boeing  and  McDonnell  Douglas  don't  appear  on  thi 
list.  -Brian  Zajac 


1994      Company 
Rank 


1  Exxon 

2  General  Motors 

3  Mobil 

4  IBM 

5  Ford  Motor 

6  Texaco4 

7  Citicorp 

8  Chevron4 

9  Philip  Morris  Cos 
10  Procter  &  Gamble 

'From  continuing  operations,    includes  other  income.    3Net  income  before  corporate  expense.    'Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  affiliates.    5Average 

assets.  6Excludes  Canadian  operations.    7Net  income  before  minority  interest.    'Operating  profit.    'Pretax  income.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    P-D:  Profit  to 

deficit.  E:  Estimate.    NA:  Not  available. 


foreign 
($mil) 

— Reven  ue — 
total 

($mil) 

foreign 

as% 

of  total 

foreign 

($mil) 

—Net  profit1— 
total 

($mil) 

foreign 

as% 

of  total 

foreign 

($mil) 

— Assets — 
total 

($mil) 

foreign 

dS% 

of  total 

77,125 

99,683 

77.4 

3,701 

5,100 

72.6 

50,869 

87,862 

57.9 

44,041 

154,951 

28.4 

3,600 

5,659 

63.6 

50,777 

198,599 

25.6 

40.3182 

59.6212 

67.6 

1,7643 

2.0663 

85.4 

24,428 

41,542 

58.8 

39,934 

64,052 

62.3 

2,101 

3,021 

69.5 

46,218 

81,091 

57.0 

38,075 

128,439 

29.6 

1,149 

5,308 

21.6 

60,610 

219,354 

27.6 

24,760 

44,306 

55.9 

5963 

1.2523 

47.6 

12,910 

29,763 

43.4 

19,703 

31,650 

62.3 

1.656 

3,422 

48.4 

142,000s 

261,000s 

54.4 

16,533 

38,516 

42.9 

727 

1,693 

42.9 

15,711 

37,388 

42.0 

16,329 

53,776 

30.4 

1,361 

4,725 

28.8 

18,025 

52,649 

34.2 

15,650E 

30,296 

51.7 

754 

2,211 

34.1 

10,688 

25,535 

41.9 

274 
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1994     Company 
Rank 


foreign 
($mil) 


Revenue- 
total 

foreign 

($mil) 

as% 

of  total 

foreign 
($mil) 


-Net  profit1 

total  foreign 

($mil)  as  % 


foreign 
($mil) 


-Assets- 
total 
($mil) 


of  total 

of  total 

14,089 

11 

El  du  Pont  de  Nemours 

14,322 

34,042 

42.1 

844 

2,727 

30.9 

36,892 

12 

Hewlett-Packard 

13,522 

24,991 

54.1 

1,067 

1,599 

66.7 

9,043 

19,567 

13 

General  Electric 

11,872 

60,109 

19.8 

717 

5,915 

12.1 

33,903 

194,484 

14 

American  Intl  Group 

11,636s 

22,442 

51.8 

1,249s 

2,176 

57.4 

42,508s 

114,346 

15 

Coca-Cola 

11,048 

16,172 

68.3 

1,706 

2,554 

66.8 

6,916 

13,873 

foreign 

as% 

of  total 

38.2 
46.2 
17.4 
37.2 
49.9 


16 

Dow  Chemical 

10,073 

20,015 

50.3 

6077 

1,2737 

47.7 

11,745 

26,545 

44.2 

17 

Motorola 

9.770E 

22,245 

43.9 

1,043 

1,563 

66.7 

5,943 

17,536 

33.9 

18 

Xerox4 

9,678 

20,261 

47.8 

408 

794 

51.4 

12,396 

39,557 

31.3 

19 

United  Technologies 

8,300s 

21.1972 

39.2 

4807 

6927 

69.4 

4,745 

15,624 

30.4 

20 

Digital  Equipment 

8,274 

13,451 

61.5 

(1,364) 

(2,105) 

D-D 

6,044 

10,580 

57.1 
30.6 

21 

PepsiCo 

8,226 

28,472 

28.9 

730 

1,784 

40.9 

7,594 

24,792 

22 

Johnson  &  Johnson 

7,922 

15,734 

50.3 

1,020 

2,006 

50.8 

6,580 

15,668 

42.0 

23 

in 

7,785 

23,620 

33.0 

2277 

8707 

26.1 

9,289 

100,854 

9.2 

24 

Minn  Mining  &  Mfg 

7,568 

15,079 

50.2 

4107 

1.3837 

29.6 

5,477 

13,496 

40.6 

25 

AT&T 

7,325 

75,094 

9.8 

392 

4,710 

8.3 

9,361 

79,262 

11.8 
39.3 

26 

Eastman  Kodak 

7,123 

13,557 

52.5 

94 

554 

17.0 

5,887 

14,968 

27 

Chrysler 

6,569 

52,224 

12.6 

458 

3,713 

12.3 

6,787 

49,539 

13.7 

28 

Amoco 

5,8572 

26,9532 

21.7 

378 

1,789 

21.1 

8,542 

29,316 

29.1 

29 

Sara  Lee 

5,787 

15,536 

37.2 

89 

234 

38.0 

5,750 

11,665 

49.3 

30 

Intel 

5,695 

11,521 

49.4 

981 

2,288 

42.9 

2,940 

13,816 

21.3 

31 

JP  Morgan  &  Co 

5,430 

11,915 

45.6 

523 

1,215 

43.0 

76,693 

154,917 

49.5 

32 

Compaq  Computer 

5,393 

10,866 

49.6 

491 

867 

56.6 

2,865 

6,166 

46.5 

33 

Colgate-Palmolive 

5,188s 

7,588 

68.4 

442 

580 

76.2 

3,064s 

6,142 

49.9 

!        34 

Goodyear  Tire  &  Rubber 

5,158 

12,288 

42.0 

279 

567 

49.2 

3,535 

9,123 

38.7 

35 

Aflac 

5,149 

6,111 

84.3 

2713 

293 

92.5 

18,322 

20,287 

90.3 

36 

Bristol-Myers  Squibb 

5,005 

11,984 

41.8 

885 

1,842 

48.0 

4,259 

12,910 

33.0 

37 

UAL 

4,920 

13,950 

35.3 

NA 

77 

NA 

NA 

11,764 

NA 

38 

Merrill  Lynch 

4.900E 

18,233 

26.9 

366 

1,017 

36.0 

59,902 

163,749 

36.6 

39 

CPC  International 

4,780 

7,425 

64.4 

2147 

3727 

57.5 

3,854 

5,668 

68.0 

40 

RJR  Nabisco 

4.750E 

15,366 

30.9 

5809 

1.3759 

42.2 

4,890 

31,408 

15.6 

41 

Chase  Manhattan 

4,466 

11,187 

39.9 

546 

1,205 

45.3 

41.216s 

118,798s 

34.7 

42 

Merck 

4,408s 

14,970 

29.4 

1,301s 

4,483s 

29.0 

3,620s 

21,857 

16.6 

43 

Texas  Instruments 

4,372 

10,315 

42.4 

NA 

691 

NA 

2,548 

6,989 

36.5 

44 

Alcoa 

4,330 

9,904 

43.7 

4627 

6037 

76.6 

5,563 

12,353 

45.0 

45 

AMR 

4,320 

16,137 

26.8 

NA 

228 

NA 

NA 

19,486 

NA 

46 

Apple  Computer 

4,206 

9,189 

45.8 

390 

310 

125.8 

1,767 

5,303 

33.3 

47 

American  Express 

4.200E 

15,196 

27.6 

588 

1,380 

42.6 

20,149 

97,006 

20.8 

48 

McDonald's 

4,165 

8,321 

50.1 

574 

1,224 

46.9 

6,909 

13,592 

50.8 

49 

Gillette 

4,126 

6,070 

68.0 

430 

698 

61.6 

3,696 

5,494 

67.3 

50 

Pfizer 

3,870 

8,281 

46.7 

5227 

1.3037 

40.1 

4,353 

11,099 

39.2 

51 

Unisys 

3,765 

7,400 

50.9 

65 

108 

60.2 

1,412 

7,324 

19.3 

52 

Bankers  Trust  New  York 

3.750E 

7,503 

50.0 

368 

615 

59.8 

57,242 

97,016 

59.0 

53 

American  Brands 

3,728 

7,490 

49.8 

235 

885 

26.6 

3,958 

9,794 

40.4 

54 

Sears,  Roebuck 

3,649 

54,559 

6.7 

427 

1.3547 

3.1 

2,527 

91,896 

2.7 

55 

Northwest  Airlines 

3,600 

9,143 

39.4 

NA 

296 

NA 

NA 

8,070 

NA 

'From  continuing  operations,    includes  other  income. 

3Net  income 

before  corporate 

expense.    'Includes  proportionate  interest 

in  unconsolidated  subsidiaries  or  affiliates. 

5Average 

assets. 

•Excludes  Canadian  operations.    7Net  income 

before  minor 

ty  interest.    'Operating  profit. 

'Pretax  income.    D-D:  Deficit  to  deficit. 

D-P:  Deficit  to  profit.    P-D 

Profit  to 

deficit. 

E:  Estimate.    NA:  Not  available. 
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1994 
Rank 

Company 

56 

Warner-Lambert 

57 

Abbott  Laboratories 

58 

Safeway 

59 

Morgan  Stanley6 

59 

Whirlpool 

61  BankAmerica 

62  International  Paper 

63  Caterpillar 

64  Chemical  Banking 

65  AlliedSignal 


71  Kimberly-Clark4 

72  Rhone-Poulenc  Rorer 

73  Monsanto 

74  Woolworth 

75  Delta  Air  Lines 

76  TRW 

77  Rockwell  International 

78  Avon  Products 

79  Kellogg 

80  Price/Costco 


81 
82 
83 
84 
85 

86 
87 
88 
89 
90 


96 
97 
98 
99 
100 


Tenneco 
Emerson  Electric 
Atlantic  Richfield 
Ralston-Purina  Group 
GTE 

Dresser  Industries 
Baxter  International 
Deere  &  Co 
Time  Warner 
Eli  Lilly 


91  Fluor 

92  Halliburton 

93  AMP 

94  Walt  Disney" 

95  Honeywell 


Sun  Microsystems 
WMX  Technologies 
Campbell  Soup 
Schering-Plough 
Toys  "R"  Us 


foreign 
($mil) 


3,463 

3,398 

3,387 

3.300E 

3.300E 

3,269 

3.250E 

3,238 

3,155 

3,078 


-Revenue- 
total 
($mil) 

6,417 
9,156 
15,627 
9,376 
8,104 

16,531 
14,966 
14,328 
12,685 
12,817 


foreign 

as% 

of  total 

54.0 
37.1 
21.7 
35.2 
40.7 

19.8 

21.7 
22.6 
24.9 
24.0 


foreign 

($mil) 


3927 

369 

50 

36 

247 

355 
42 
342s 

451 
1053 


-Net  profit- 
total 

($mil) 


7867 

1,517 
250 
395 
1757 

2,176 

432 

1,434s 

1,294 

759 


foreign 

as% 

of  total 

49.9 
24.3 
20.0 
9.1 
13.7 

16.3 
9.7 
23.8 
34.9 
13.8 


foreign 

($mil) 


2,785 

2,399 

851 

47.800E 

3,2346 

41,844 
5,059 
3,009 

51,617 
3,043 


-Assets- 
total 
($mil) 


5,533 
8,524 
5,022 
116,694 
6,655 


2,932 
2,913 
2,896 
2,849 
2,800 

2,797 

2.750E 

2,731 

2,721 

2,710 

2,682 
2,654 
2,605 
2,593 
2,581 

2.550E 

2,493 

2,453 

2,452 

2,430 

2,385 
2,3242 
2,319 
2,267 
2,232 

2,207 

2,150 

2.120E 

2,105 

2,101 


8,289 
4,175 
8,272 
8,293 
12,359 

9,087 
11,123 
4,267 
6,562 
16,481 

12,174 
8,607 

15,035 
5,759 

19,944 

5,331 
9,324 
9,030 
7,396 
5,712 

8,485 
5,741* 
4,027 
10,423 
6,057 

4,690 
10,097 
6,690 
4.657 
8,746 


35.4 
69.8 
35.0 
34.4 
22.7 

30.8 
24.7 
64  0 
41.5 
16.4 

'  22.0 
30.8 

17.3 
45.0 
12.9 

47.8 
26.7 
27.2 

33.2 
42.5 

28.1 
40.5 
57.6 
21.7 
36.8 

47.1 
21.3 
31.7 
45.2 
24.0 


57 
262 
315 
(14) 

NA 

103 
141 
1817 
232 
628 

1547 
158 
104 
(13) 
276 

697 

375 

87 

18 

595 

65 
237 

195 

110 

122 

180 
103 
282 
348 
141s 


535 
351 
622 

47 
(409) 

333 
634 
2707 
705 
3608 

6717 
904 
919 
231 
2,451 

3957 
596 
604 
(91) 
1,185 

192 
1787 
369 
1,110 
279 

196 
784 
630 
922 
9198 


10.7 
74.6 
50.6 
D-P 
NA 

30.9 
22.2 
67.0 
32.9 
17.2 

23.0 
17.5 
11.3 
D-P 
11.3 

17.5 
62.9 
14.4 
P-D 
50.2 

33.9 
12.9 
52.8 
9.9 
43.7 

91.8 
13.1 
44.8 
37.7 
15.3 


2,960 
2,750 
2,968 
1,795 
NA 

1,820 
2,563 
1,102 
2,206 

637 

2,312 
2,980 
5,563 
1,605 
5,826 

1,493 
1,950 
2,173 
2,755 
3,714 

362 
1,766 
1,907 
3,698 
1,738 

1,487 
4,654 
2,000 
1,596 
2,216 


5,636 
9,861 
1,978 
4,467 
4,236 


2,898 
17,539 
4,992 
4,326 
6,571 


foreign 

as% 

of  total 

50.3 
28.1 
16.9 
41.0 
48.6 


215,475 

19.4 

17,836 

28.4 

16,250 

18.5 

171,423 

30.1 

11,321 

26.9 

66 

American  Home  Products 

3,058 

8,966 

34.1 

432 

1,528 

28.3 

3,847 

21,675 

17.7 

67 

HJ  Heinz 

3,025 

7,047 

42.9 

358 

603 

59.4 

2,724 

6,381 

42.7 

68 

Archer  Daniels  Midland 

3,009 

11,374 

26.5 

628 

7668 

8.1 

1,083 

8,747 

12.4 

69 

Cigna 

2,991 

18,392 

16.3 

(15) 

554 

D-P 

9,579 

86,102 

11.1 

70 

Manpower 

2,957 

4,296 

68.8 

978 

1808 

53.9 

891 

1,204 

74.0 

7,177 

41.2 

4,363 

63.0 

8,891 

33.4 

4,173 

43.0 

11,896 

NA 

32.3 
26.0 
55.7 
49.4 
15.0 


12,542 

18.4 

8,215 

36.3 

24,563 

22.6 

3,791 

42.3 

42,500 

13.7 

4,324 

34.5 

10,002 

19.5 

12,781 

17.0 

16,716 

16.5 

14,507 

25.6 

2,825 

12.8 

5,268 

33.5 

3,771 

50.6 

14,374 

25.7 

4,886 

35.6 

51.3 
26.5 
40.1 
36.9 
33.7 


'From  continuing  operations,  includes  other  income.  3Net  income  before  corporate  expense.  "Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  affiliates.  5Average 
assets.  Excludes  Canadian  operations.  7Net  income  before  minority  interest.  "Operating  profit.  'Pretax  income.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to 
deficit.    E:  Estimate.    NA:  Not  available. 
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One 

utual  Fund  Specialist 
n  The  World  Offers... 

Custody 


Fund  Accounting 
And  Administration 


Closed-End  Fund  Stock  Transfer 
Offshore  Fund  Services 

Cash  Management 

Foreign  Exchange 

Credit  Facilities 


And  Can  Create  Customized 

Securities  Processing  Solutions 

For  You. 


Specialists  In  Securities  Processing  Services. 

't  1 994  The  Bank  of  New  York  An  Fqu.il  Opportunity  Lender 
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THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  O.S. 


The  land  of  cheap  currency 


Foreigners  last  year  poured  money  into  the  U.S.  They 
invested,  net  of  withdrawals,  a  record  $291  billion,  17% 
more  than  in  1993.  Of  this  amount,  $242  billion  went  into 
securities  or  bank  deposits,  the  balance  into  hard  assets  like 
real  estate  and  factories.  Credit  the  weak  dollar,  which 
made  U.S.  assets  look  relatively  cheap  to  people  with 
harder  currencies  to  spend. 

Two  Swiss  companies  topped  the  list:  Roche  Holding 
paid  $5.3  billion  for  pharmaceutical  concern  Syntex; 
Sandoz  shelled  out  $3.7  billion  for  baby  food  maker 
Gerber  Products.  British  Telecom  put  $3.5  billion  into 
MCI  Communications  on  the  heels  of  an  earlier  investment 
of  $830  million. 

Most  of  Eastman  Kodak's  nonphotography  businesses 


were  sold  to  overseas  buyers.  Britain's  SmithKline  Bee- 
cham  purchased  Kodak's  Sterling  Winthrop,  which  makes 
over-the-counter  medicines,  for  $2.9  billion  and  subse- 
quently sold  Sterling's  North  American  unit  to  Bayer  AG 
of  Germany  for  $1  billion.  Sanofi  of  France  bought 
Kodak's  prescription  drug  business  for  $1.7  billion.  Brit- 
ain's Reckitt  &  Colman  paid  Kodak  $1.6  billion  for  l&f 
Household,  which  makes  home  cleaning  supplies. 

In  June  Canada's  Seagram  paid  Japan's  Matsushita 
Electric  Industrial  $5.7  billion  for  80%  of  MCA.  Marion 
Merrell  Dow  has  agreed  to  be  acquired  by  Hoechst  AG  of 
Germany  for  $7.1  billion.  But  this  may  not  be  the  record 
deal  for  1995.  As  the  dollar  continues  to  slide,  who  knows? 

-Gustavo  Lombo 


1994  Foreign  investor 
rank 

1  Royal  Dutch/Shell  Group* 

2  Grand  Metropolitan* 


Country 

Netherlands/UK 
UK 


3  British  Petroleum* 

4  British  Telecommunications* 

5  Sony  Corp* 

6  Toyota  Motor  Corp* 

Nippondenso  Co  Ltd* 

7  Nestle  SA* 

L'Oreal* 

8  Tengeimann 

9  B.A.T  Indus 

Imasco 

10  Unilever  NV* 
Unilever  Pic* 

1 1  Petroleos  de  Venezue  la 

12  Seagram  Co  Ltd* 


Japan 

Japan 
Japan 

Switzerland 
France 

Germany 
UK 

Canada 

Netherlands 
JK 

"pzuela 

"■^da 


US  investment 

Shell  Oil 

Burger  King 
Pillsbury 
Pet 

Heublein 
Other  companies 


Toyota  Motor  Mfg 
New  United  Motor  Mfg 
Nippondenso  America 

Nestle  USA 
Alcon  Laboratories 
Cosmair 

Great  A&P  Tea* 

Brown  &  Williamson  Tobacco 
Farmers  Group 
American  Tobacco 
Hardee's  Food  Systems 

Unilever  United  States 


Citgo  Petroleum 

MCA 

JE  Seagram 

Dole  Food's  juice  business 


% 

owned 

Industry 

Revenue 

($mii) 

Net  income 
($mil) 

Assets 
($mil) 

100 

energy,  chemicals 

21,626 

508.0 

26,379 

100 
100 
100 
100 


fast  food 
food  processing 
food  processing 
wines  and  spirits 
eye  care,  wines  and  spirits 


7,547 

NA 

NA 

4,344 

NA 

NA 

1,582 

88.1 

1,141 

1,366 

NA 

NA 

786 

NA 

NA 

5,625 

BP  America 

100 

energy 

14,550 

278.8 

18,423 

MCI  Communications* 

20 

telecommunications 

13,338 

795.0 

16,366 

Sony  Music  Entertainment 
Sony  Pictures  Entertainment 
Sony  Electronics 

100 
100 
100 

music  entertainment 

movies 

consumer  electronics 

12,128 

NA 

10,430 

100 
50 
100 

100 
100 


automotive 
automotive 
auto  parts 

food  processing 
pharmaceuticals 
cosmetics 


5.100E 
4.100E 
2,300 
11,500 

8,931 

1.600E 

10,531 


100 


refining,  marketing 

entertainment 
beverages 
fruit  juices 


9,247 

4,800 
4,009 
340E 
9,149 


NA 
NA 
NA 


1,200 

NA 
NA 


54 

supermarkets 
tobacco 

10,332 

-166.6 

2,895 

100 

2,208 

NA 

NA 

100 

insurance 

> 

1,779 

530.3 

7,447 

100 

tobacco 

1,159 

508.3 

NA 

100 

fast  food 

4,838 
9,984 

NA 

878 

100 

food  processing, 

personal  prod 

9,500 

NA 

NA 

190.8 

NA 

668.0 

NA 


10,230 


I 


'Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  Note:  Sort.e  I-       ■  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.    E:  Estimate.    NA:  Not  available. 
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Any  one  would  be  reason  enough  to  consider  INVESCO  for 
your  mutual  fund  investments.  But  taken  as  a  whole,  it  makes  a 
compelling  argument  very  few  fund  companies  can  match.  So 
if  you're  looking  for  a  history  of  performance,  coupled 
with  a  global  management  philosophy  that  puts  us  where 
the  opportunities  are,  call  800-320-4525  ext.  479. 


Giving  investors  the  world  since 


rid 


1853. 


&  World  Report's  recommendation,  in  its  annual  mutual  funds  guide,  based  on  an  analysis  of  fund  families'  overall  performance 

3  Kanon  Bloch  Carre's  Overall  performance  Index  (OPI)  of  one-,  three-,  five-  and  ten-year  total  returns  for  the  periods  ended  1 2/31/94, 

STMENT  OF  DIVIDENDS  AND  DISTRIBUTIONS. 
jl  ASSUMES  REINVESTMENT  OF  ALL  DIVIDENDS  AND  CAPITAL  GAIN  DISTRIBUTIONS.  INVESTMENT  RETURN  AND  PRINCIPAL  VALUE  WILL  FLUCTUATE  SO  THAT,  WHEN 
jj  INVESTOR'S  SHARES  MAY  BE  WORTH  MORE  OR  LESS  THAN  THEIR  ORIGINAL  COST. 
'MANCE  IS  NO  GUARANTEE  OF  FUTURE  RESULTS.  CALL  FOR  A  PROSPECTUS  ON  ANY  OF  OUR  FUNDS.  YOU'LL  RECEIVE  MORE  COMPLETE  INFORMATION, 

iGEMENT  FEES  AND  EXPENSES.  READ  THE  PROSPECTUS  CAREFULLY  BEFORE  YOU  INVEST  OR  SEND  MONEY. 
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THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  O.S. 


1994      Foreign  investor 
rank 

13        Hanson* 


Country 


US  investment 

Hanson  Industries 
Beazer  Homes  USA* 
Smith  Corona* 


% 
owned 

100 
30 


Industry 

mining,  aggregates,  chemicals 
residential  builders 
office  supplies 


19        Royal  Ahold* 


Netherlands  First  National  Supermarkets  100  supermarkets 

BI-L0  100  supermarkets 

Tops  Markets  100  supermarkets 

Giant  Food  Stores  100  supermarkets 

Red  Food  Stores  100  supermarkets 


Revenue 
($mil) 

7,276 
537 
279 

8,092 


Net  income 
($mil) 

960.0 
16.5 
5.1 


2,261 
1,923 
1,572 
1,260 
403 
7,419 


NA 


Chiron* 


50       biotechnology 


454 
5,254 


18.3 


Assets 
($mil) 

15,888 
315 
195 


14 

Honda  Motor  Co* 

Japan 

Honda  of  America  Mfg 

100 

automotive 

8.000E 

NA 

NA 

15 

Delhaize  "Le  Lion" 

Belgium 

Food  Lion* 

25 

supermarkets 

7,933 

152.9 

2,488 

16 

Hoechst  AG* 

Germany 

Hoechst  Celanese 

100 

chemicals 

7,760 

-185.4 

8,110 

17 

Philips  Electronics  NV* 
PolyGram  NV* 

Netherlands 
Netherlands 

Philips  Electronics  N  Amer 
PolyGram  Records 

100 
100 

electronics 
music 

6,305 
1,179 
7,484 

232.1 

NA 

3,393 
NA 

18 

Bayer  AG* 

Germany 

Bayer  Corp 

Sterling's  (N  Amero-t-c  business) 

100 
100 

health  care,  chemicals 
over  the  counter  drugs 

7,128 
300E 
7,428 

183.3 
NA 

7,341 
NA 

NA 


20 

Siemens  AG* 

Germany 

Siemens  Corp 

100 

electronics 

7,122 

8.2 

NA 

21 

Matsushita  Electric  Industrial* 

lapan 

MCA 

Matsushita  Elec  Corp  America 

20 
100 

entertainment 
electronics 

4,800 
2,300 
7,100 

NA 
NA 

NA 
NA 

22 

British  Airways* 

UK 

USAir  Group* 

22t 

airline 

6,997 

-684.9 

6,808 

23 

Rhone-Poulenc  SA* 

France 

Rhone-Poulenc  Rorer* 
Rhone-Poulenc  Inc 

68 
100 

pharmaceuticals 
chemicals 

4.175 
2,300 
6,475 

351.0 
-174.0 

4,363 
3,200 

24 

AXA 

France 

Equitable  Cos* 

64 

insurance 

6,447 

323.9 

94,640 

25 

Ito-Yokado* 
Seven-Eleven  Japan* 

lapan 
Japan 

Southland* 

64 

convenience  stores 

5,767 

92.0 

2,001 

26 

Bridgestone* 

Japan 

Bridgestone/Firestone 

100 

tire,  rubber 

5,670 

29.0 

NA 

27 

Nissan  Motor  Co* 

Japan 

Nissan  Motor  Mfg  USA 

100 

automotive 

5.600E 

NA 

NA 

27 

ASEAAB* 
BBC  Brown  Boveri* 
ABB  Asea  Brown  Boveri 

Sweden 

Switzerland 

Switzerland 

Asea  Brown  Boveri  Inc 

100 

electrical  equipment 

5,600 

NA 

4,800 

29 

News  Corporation  Ltd* 

Australia 

News  America 

100 

media,  publishing 

5,588 

NA 

10,128 

30 

BCE* 
Northern  Telecom  Ltd* 

Canada 
Canada 

Jones  Intercable* 
Northern  Telecom  Inc 

30 
100 

cable  TV 
telecommunications 

132 
5,437 
5,569 

-25.3 
NA 

449 
3,496 

31 

BASF  AG* 

Germany 

BASF  Corp 

100 

chemicals,  plastics 

5,524 

NA 

NA 

32 

Glaxo  Wellcome  Pic* 

UK 

Glaxo  Wellcome  Inc 
Burroughs  Wellcome 

100 
100 

pharmaceuticals 
pharmaceuticals 

3,704 
1.700E 

5,404 

NA 
NA 

NA 
NA 

33 

SmithKline  Bee-ham  Pic* 

UK 

SmithKline  Beecham  Corp 

100 

drugs,  consumer  products 

5,331 

675.0 

9,703 

34 

Ciba-Geigy  Ltd* 

Switzerland 

Ciba-Geigy  Corp 

100 

chemicals,  drugs 

4,800 

NA 

5,855 

1,050 


'Publicly  traded  in  the  U.S.  in  shares  or  A 
in  italics.    E:  Estimate.    NA:  Not  availablt 


otal  voting  interest  through  preferred  stock.    Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies 
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Media    Knows       ts    Limitations 


iat  on  earth  are  we  talking  about?  General  Media  is  a  leading,  international  communications  company  that  publishes  highly  successful 
gazines  —  including  Penthouse,  Longevity,  Omni  and  Four  Wheeler  —  in  over  32  countries.  We  also  produce  those  magazines  on-line,  along 
.h  Saturday  Review.  And,  we  create  movies,  television  programming,  videos  and  some  of  the       Jjjt 
rld's  most  sophisticated  interactive  CD's.  Limitations?  At  General  Media,  we  obviously  have  none.      liN  1  hKJNAl  IL/inAL 
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THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  U.S. 


1994      Foreign  investor 
rank 

35        Pechiney  SA 

Pechiney  International 


36        Roche  Holding* 


37        Henkel 


38        Daimler-Benz* 
AEG  AG* 


Country 

France 
France 


Switzerland 


Germany 


Germany 
Germany 


US  investment 


American  National  Can 

Howmet 

Other  companies 

Hoffmann-La  Roche 

Syntex 

Genentech* 

Clorox* 

Ecolab* 

Henkel  of  America 

Loctite* 

Freightlmer 

Electrocom  Automation 
AEG  Transportation 

Other  companies 


%        Industry 
owned 


100  packaging 

100  gas  turbines 

100  metals  distribution 

100  drugs,  chemicals 

100  pharmaceuticals 

65  biotechnology 

29  household  products 

23  institutional  cleaning 

100  chemicals 

31  chemicals 


Revenue    Net  income      Assets 
($mil)  ($mil)  ($mil) 


39 

Electrolux* 

Sweden 

White  Consolidated  Inds 

100 

appliances 

4,757 

NA 

NA 

40 

Sandoz  Ltd* 

Switzerland 

Sandoz (US) 
Gerber  Products 

100 
100 

drugs,  chemicals 
baby  foods 

3.300E 

1,174 

4,474 

NA 
114.2 

NA 
1,014 

41 

Dalgety 

UK 

Martin-Brower 
Pig  Improvement 

100 
100 

food  distribution 
pig  breeding 

4,343 

123 

4,466 

NA 
NA 

NA 
NA 

42  Prudential  Corporation  Pic* 

43  BTR  Pic* 

44  Allianz  AG 


45  Zurich  Insurance  Group 

46  Fujitsu  Ltd* 


47        Anglo  Amer  of  S  Africa* 
De  Beers  Centenary 
Minorco* 


48        Internationale  Nederlanden* 


49        RWE* 


'Publicly  traded  in  the  U.S.  in  shares  or  / 


UK 
Germany 


Switzerland 
Japan 


South  Africa 
Switzerland 
Luxembourg 


Netherlands 


Germany 


Jackson  National  Life 
Jackson  Natl  Life  of  Michigan 

BTR  (US) 

Fireman's  Fund 
Allianz  Life 
Allianz  Insurance 
Jefferson  Insurance 

Zurich  Insurance  Group  (US) 

Fujitsu  (US) 
Amdahl* 


Engelhard* 
Terra  Industries* 


ING  Insurance  US 
ING  BankUS 

Consol  Energy 
Vista  Chemical 
Heidelberg  Harris 
American  NuKEM 


automotive 

mail  sorting  equipment 
rail  systems 
microelectronics,  automation 


4,336 

810 

99 

5,245 

3,039 
1.400E 

753 
5,192 

1,837 
1,208 
1,121 
704 
4,870 

3,975 
296 
273 
321 

4,865 


insurance 
insurance 

construction,  controls 


U0  insurance 

00  insurance 

00  insurance 

00  insurance 


UU      insurance 

00      electronics 

44      computer  systems 


32  metals 

53  agribusiness 

100  insurance 

100  banking 

50  coal  mining 

100  chemicals 

100  industrial  machinery 

100  waste  management 


3,994 

424 

4,418 

4,370 

3,149 

944 

125 

104 

4,322 

4,100 

2,433 
1,639 
4,072 


2,386 
1,633 
4,019 

3,941 


NA 

NA 

NA 

124.4 

212.1 

84.6 

NA 

82.4 

NA 


125.3 
21.2 


120.0 
55.0 
9.0 
12.0 

144.8 

NA 
74.8 


118.0 
56.2 


NA 


2,400 

159.0 

853 

NA 

313 

NA 

229 

NA 

3,795 

NA 
,500 
.,745 


,020 
,413 
669 

NA 
NA 


19,308 
2,503 

NA 

13,140 

11,666 

1,265 

361 

8,400 

NA 
1,719 


,441 


17,748 


NA 
NA 
NA 


ote:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.    E:  Estimate.    NA:  Not  available. 
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ADVERTISEMENT 


Dealerscope  Merchandising  Products  of  the  Month 


DELTA  WARRANTY 
Product  Plus™ 

Delta  Warranty  of  Issaquah  Washington  is  intro- 
ducing its  Product  Plus™  line  DSS  satellite  power 
protection  unit.  Manufactured  in  the  USA,  this 
jnit  protects  all  connections  from  damaging 
ightening  strikes  and  power  surge  damage  for  the  lifetime  of  the  unit. 
rhe  power  protection  unit  also  includes  Delta's  unique  three  year 
extended  manufacturer's  parts  and  labor  warranty  on  the  DSS  equipment, 
t  is  incorporated  to  give  the  consumer  complete  coverage.  Suggested 
■etail  price  is  $129.95.  For  more  information,  call  1-800-472-8778. 


SPACETECH'S  WALKSAFE 

SR-518  FM  Auto  Scanner  and  Panic  Alarm. 

rhe  Walksafe  unit  offers  the  unique  enjoyment  feature  of  listening  to  your 

:M  radio  with  the  safety  and  comfort  of  a  built-in 

oanic  alarm.  The  unit  is  comprised  of  an  FM 

■adio,  an  electronic  scanner,  a  built-in  I20db 

security  alarm,  stereo  headphones  and  an  arm 

trap.  The  Walksafe  is  ideal  for  walking,  jogging, 

Dicycle  riding,  camping  and  is  available  in  five 

different  colors.  For  more  information,  call 

I -800-452-4992. 


Set  A  Grip  On  It. 

ntroducing  the  PH-FLIP-CIG  phone  holder  designed 

or  the  flip  style  of  cellular  phones.  The  unit  is  excit- 

ng  consumers  everywhere.  This  unique  unit  simply 

)lugs  into  your  cigarette  lighter  to  securely  place 

/our  phone  within  reach.  Additionally,  this  plug-in 

md  ride  unit  has  its  own  cigarette  lighter  extension 

ncluded.  Note:  Plug-in  eliminator  charger  not 

ncluded.  To  order  call  l -800-480-6066.  Part  #  PH-FLIP-CIG.  Cost  is 

539.95  plus  $4.95  for  shipping  and  handling.  Please  allow  4-6  weeks  for 

delivery  via  UPS  ground  delivery. 


ANS  TELECOM,  INC 

feleGenie  Unit  Combines  Caller  Id  and  Paging 
Technology. 

ans  Telecom,  Inc.,  the  world's  caller  id  leader 

merges  caller  id  and  paging  technologies  in 

heir  new  TeleGenie  units.  These  6 

xitton  "paging  caller  id  units",  have  a  60  name 

and  number  memory  with  a  100  year  memory 

etention.  It  forwards  caller's  phone  number  to 

)ager  "A"  or  anyone  can  send  the  base  tele- 

jhone  number  to  either  pager  A  or  B  to  call  back  base  phone.  Also  auto- 
'    dials  telephone  number  displayed  (new  call  or  from  memory).  AC  adapter 
1    ncluded.  Call  Fans  Telecom  at  1-800-556-0007  for  more  information. 


QUESTECH'S 

Wee  Care™  Digital  Pacifier  Thermometer. 

Now,  there  is  a  child's  thermometer  that 
doesn't  poke,  prod  or  provoke  a  torrent  of 
tears.  Use  this  pacifier-shaped  thermome- 
ter that  gives  an  accurate  digital  reading, 
and  eliminate  the  need  for  messy  rectal 
or  costly  ear  thermometers.  Clinically 
proven,  it  conforms  to  applicable  Government  Medical  and  Safety  stan- 
dards. Comes  with  one  year  warranty  and  can  be  purchased  for  $14.99 
plus  $3.95  S&H  by  calling  Questech  International  at  1-800-966-5367 

THE  FUTURE  OF  HOME  ENTERTAINMENT 
SpaceSound  Wireless  900  MHz  Speakers  and 
Headphones  by  Zenith. 

SpaceSound  is  a  revolution- 
ary new  wireless  sound 
system  that  lets  you  sur- 
round yourself  with  sound 
and  take  it  with  you  inside 
and  outside  your  home! 
SpaceSound  wireless  headphones  and  speakers  operate  on  a  900  MHz 
frequency  that  travels  up  to  1 50  feet  from  its  source.  For  more 
information,  call  Zenith  Electronics  at  1-800-829-9234. 

LABTEC 

Family  of  Multimedia. 

Labtec  offers  a  complete  line  of  multimedia 
speakers  ranging  from  models  designed  for  cost- 
conscious  consumers  to  audio  aficionados.  All 
14  models  are  Macintosh  and  PC  compatible, 
and  are  magnetically  shielded  to  protect  data.  The  two-speaker 
LCS-800  system  has  a  compact  triangular  design  and  generates  dynamic 
computer  sound.  The  Labtec  SB-8  system  includes  the  industry's  largest 
subwoofer  and  two  desktop  speakers.  Please  contact  your  local  dealer 
for  more  information. 

FRIGIDAIRE 

The  Look  of  Better 

Performance  Is  Here. 

Only  from  Frigidaire.  See  the 

complete  Frigidaire  Gallery™  and 

Frigidaire  Gallery  Professional 

Series™  lines  of  appliances, 

featuring  contoured  design  and 

sleek,  easy  to  clean  surfaces  in 

monochromatic  white,  almond,  black  or  stunning,  commercial-look 

stainless  steel  exteriors.  The  brochure  is  yours  FREE. 

Call  1-800-FRIGIDAIRE   See  our  Internet  site  at  http://www.frigidaire.com 


lALERfflE 


The  Magazine  of  Consumer  Electronics, 
PC  Retailing  and  Major  Appliances. 


'Nq,  cOv 


Editorial  Offices:    •  401  North  Broad  Street   •   Philadelphia,  PA  19108    •    (215)  238-5300 


WIIWIMUBII 


THE  100  UTRGEST  FOREIGN  INVESTMENTS  IN  THE  O.S. 


1994      Foreign  investor 
rank 

50       Imperial  Chemical 
Industries  Pic* 


51  Mazda  Motor 

52  AEGON  NV* 

53  Thomson  SA 

54  Petrofina* 

55  Elf  Aquitaine* 

Sanofi 

56  Alcan  Aluminium  Ltd* 

57  Sun  Life  Assurance  Co 
of  Canada 

58  Ferruzzi  Finanziaria 

Montedison* 


59  Jefferson  Smurfit  Group  Pic 

Smurfit  International 

60  ABN  Amro  Holding* 


Country 

UK 


Japan 

Netherlands 

France 

Belgium 

France 
France 

Canada 
Canada 


Italy 
Italy 


Ireland 
Netherlands 

Netherlands 


US  investment 

ICI  American  Holdings 

Grow  Group 

ICI  Explosives  USA 

AutoAlliance  International 

AEGON  USA 

Thomson  Multimedia 

Fina* 

Elf  Aquitaine  Inc 

Sanofi  Inc 

Sterling's  iprescrip  business) 

Alcan  Aluminum  Corp 

Sun  Life  of  Canada  (US) 
Sun  Life's  US  Subs 


Himont 
Central  Soya 
Ausimont  USA 


Jefferson  Smurfit  Corp* 
ABN  Amro  North  America 


%  Industry 
owned 

00  chemicals 

00  coatings,  chemicals 

00  explosives 

00  automotive 

00  insurance 

00  consumer  electronics 

86  energy 


Revenue    Net  income      Assets 
($mil)         ($mil)         ($mil) 


hydrocarbons,  chemicals 
health,  beauty  products 
prescription  drugs 


3,000 
402 
240 

3,642 

3.600E 

3,531 

3.500E 
3,421 

2,439 
500E 
400E 

3,339 


00      aluminum 

00      insurance 
00      insurance 


00      plastics 

00      food  processing 

00      chemicals 


paper,  packaging 
banking 


1,615 

1,520 

126 

3,261 

3,233 

3,230 


NA 


NA 


102.0 

NA 
NA 


3,288 

16.0 

1,726 

1,539 
3,265 

1.5 
NA 

32.0 

40.0 

0.2 


12.3 
NA 


2,600 
248 
280 


NA 

NA 

NA 

29,133 

NA 

NA 

2,494 
3,669 
1,765 

1,872 

10,138 
4,955 


4,037 
718 
282 


2,759 
47,721 


61 

Saint-Gobain 

France 

Norton 
CertainTeed 

100 

100 

ceramics,  abrasives 
building  materials 

1,600 
1,492 
3,092 

NA 

NA 

NA 
NA 

62 

Power  Financial 
Great-West  Lifeco 

Canada 
Canada 

Great-West  Life  Assurance  (US) 

100 

insurance 

3,034 

92.0 

16,205 

63 

Michael  Otto 

Germany 

Spiegel* 

86 

catalog  retailing 

2,939 

25.1 

2,560 

64 

Fortis  AMEV* 
Fortis  AG* 

Netherlands 
Belgium 

Fortis  Inc 

100 

insurance 

2.900E 

NA 

NA 

65 

Total  SA* 
Total  Petroleum  NA  * 

France 
Canada 

Total  America  Inc 
Total  Petroleum  Inc 

100 
100 

chemicals,  energy 
energy 

630 
2,205 
2,835 

53.0 
23.8 

780 
1,364 

65 

General  Electric  Pic* 

UK 

Picker  International 

AB  Dick 

Other  companies 

100 
100 
100 

medical  equipment 

office  equipment 

elec  system  &  components 

2,835 

NA 

NA 

67 

Manufacturers  Life  Insurance 

Canada 

Manufacturers  Life  Ins  (US) 

100 

insurance 

2,752 

113.6 

15,469 

68 

Thomson  Corp 

Canada 

Thomson  US  Holdings 

100 

publishing 

2,708 

NA 

6,026 

69 

NKK  Corp* 

Japan 

National  Steel* 

68 

steel 

2,700 

168.5 

2,499 

70 

Bertelsmann  AG 

Germany 

Bertelsmann  USA 

100 

printing,  publishing 

2,663 

NA 

NA 

71 

Akzo  Nobel  NV* 

Netherlands 

Akzo  Nobel  Inc 

100 

chemicals,  coatings 

2,656 

NA 

2,000 

72 

Luxottica* 

Italy 

US  Shoe 

100 

specialty  retailing 

2,598 

16.4 

1,075 

73 

Edmond  J  Safra 
Saban 

Switzerland 
Switzerland 

Republic  New  York* 

29 

banking 

2,560 

340.0 

41,068 

74 

Banco  Santander 

Spain 

First  Fidelity  Bancorp* 

30 

banking 

2,553 

451.1 
NA:  Not 

36,216 

Publicly  traded  in  the  U.S.  in  sr, 

sorADRs. 

Note:  Some  foreign 

nvestors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 

E:  Estimate. 

available. 
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Seventh  Annual 


re  Your  Human  Resource 
Practices  Up  to  the  Job? 

Join  a  select  group  of  top-level  executives  at  the  premier  human  resource 

event  of  the  year...  and  learn  how  to  maximize  your  organization's  human  potential. 


September  17-20, 1995 

The  Breakers  —  Palm  Beach,  Florida 


Business  leaders  will  meet  at  the  1995  HUMAN  RESOURCE  EXECUTIVE  FORUM  to  discuss  key 
strategies  and  tactics.  Sponsored  by  Human  Resource  Executive,  the  leading  magazine  for  top-level 
HR  executives,  the  Forum  will  explore  a  wide  range  ot  key  human  resource  issues  —  from  perfor- 
mance appraisals  to  reducing  litigation  expenses  through  alternate  dispute  resolution  to  building 
employee  commitment.  Participants  will  hear  from  the  world's  leading  authorities  in  human  resource 
management ...  and  will  have  ample  opportunity  to  exchange  experiences  and  strategies  with  other 
business  leaders. 

So  if  your  organization  is  committed  to  developing  and  implementing  human  resource  policies  and 

practices  that  contribute  to  your  organization's  success, 
the  Forum  is  the  one  event  you  don't  want  to  miss. 


Forum  Highlights 


Keynote  Address 


•ral  Sessions: 

Balancing  the  Multiple  Roles  of  Human 

Resources 

Coaching  the  Work  Force  —  in  Real-time 

Performance  Appraisals  —  and  Other  Options 

Accelerating  Your  Organization's  Learning 

Speed 

Rebuilding  Commitment  in  an  Era  of  Cynicism 

culive  Workshops: 

Developing  and  Refining  a  Strategic  Plan  for 
Human  Resources 


■  Building  a  Fully  Empowered  Organization 

■  Reducing  Litigation  Expenses  Through  Alternate 
Dispute  Resolution 

■  Measuring  and  Compensating  Teams  for  Performance 

■  Reengineering  the  Human  Resource  Function 

■  When  Workers  Can't  Work:  Human  Resource 
Strategies  for  Managing  and  Terminating  Leaves 
While  Complying  with  Workplace  Law 

Executive  Roundtable  Discussions:  Compensating  and 
Rewarding  Teams;  Implementing  Effective  Work-Family 
Initiatives;  and  HR's  Role  in  Change  Management 


Retooling  the  Work  Force 
William  E.  Brock,  Chairman  of  the  Washington- 
based  Brock  Group. 

Mr.  Brock  has  held  many  high-level  positions  in 
government,  including  serving  in  Congress,  and  as 
Secretary  of  Labor  in  the  Reagan  cabinet.  Recently, 
the  National  Academy  of  Human  Resources  awarded 
him  its  highest  honor  for  his  role  in  advancing  HR. 

Mr.  Brock  will  discuss  the  corporate  and  govern- 
ment policies  that  are  needed  to  compete  in  today's 
increasingly  global  marketplace. 


Sponsored  by:  Human  Resource  Executive  magazine 
Cosponsored  by:  Allied  Van  Lines  Inc.;  Feedback  Plus; 
Jackson,  Lewis,  Schnitzler  &  Krupman;  Jostens  Inc.;  Lee 
Hecht  Harrison;  and  Spectrum  Human  Resource  Systems 


Cost  is  $1,095,  if  registration  is  received  by  August  7, 1995,  and  $1,195  thereafter. 

For  a  complete  brochure  and  registration  information: 
Call  toll  free  (600)  727-1227. 


THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  O.S. 


1994      Foreign  investor 
rank 


Country 


US  investment 


%        Industry 
owned 


80       Canadian  Pacific  Ltd*  Canada  Canadian  Pacific  (US) 

United  Dominion  Inds*  Canada  United  Dominion  Inds  (I 


railroad 

industrial  machinery 


Revenue    Net  income      Assets 
($mil)         ($mil)         ($mil) 


75 

Barclays  Bank  Pic* 

UK 

Barclays  Bank  (US) 

100 

banking 

2,547 

300.0 

26,409 

76 

Zeneca  Group  Pic* 

Fuji  Heavy  Industries* 
Isuzu  Motors* 

UK 

Japan 
Japan 

Zeneca  Inc 

100 

drugs,  agrochemicals 

2,516 

NA 

NA 

77 

Subaru-lsuzu  Automotive 

100 

automotive 

2,504 

25.0 

660 

78 

Mitsubishi  Motors 

Japan 

Diamond-Star  Motors 

100 

automotive 

2.500E 

NA 

NA 

79 

General  Accident  Pic 

UK 

Gen  Accident  Corp  of  Am 

100 

insurance 

2,492 

173.0 

6,601 

830 
,659 


NA 
NA 


2,679 
906 


81        Tate&Lyle* 


82        Volvo  AB* 


83 
84 
85 


Sobey  Parties 

McDermott  International* 

Brascan* 
Noranda* 

Trilon  Financial 


86 
87 

Trygg-Hansa 
Siebe  Pic* 

88 

Snecma 

89 

Regie  Nationale  des  U< 
Renault* 

90 
91 

Commercial  Union  Pic 
WPP  Group  Pic* 

92 

CS  Holding* 

93 

RTZ  Pic* 

94 

J  Saii  >l 

95 

Kawc> 

96 

National  II 

Bank  Pic* 

97 

Royal  Pakhoed 

98 

Broken  Hill  Proprietary 

99        Royal  Insurance  Holdi. 
100        Robert  Br sch  GmbH 

*Publicly  traded  in  the  U.S.  in  shares  or  Ai 


UK  AE  Staley  Manufacturing 

Domino  Sugar 
PM  Ag  Products 
Other  companies 

Sweden  Volvo  GM  Heavy  Truck 

Volvo  Construction  Equip  (US) 

Canada  Hannaford  Brothers* 

Panama  McDermott  Inc 

Canada 

Canada  Noranda  Aluminum 

Fraser 

Noranda  Mining  and  Exploration 
Canada  Trilon  Financial  (US) 

Sweden  Home  Holdings* 

UK  Siebe  Inc 

France  CFM  International 

France  Mack  Trucks 

UK  Commercial  Union  Corp 

UK  J  Walter  Thompson 

Ogilvy  &  Mather  Worldwide 
WPP  Group  USA 
Hill  &  Knowlton 

Switzerland  CS  First  Boston  Inc 

UK  RTZ  America 

UK  Shaw's  Supermarkets 

Japan  AK  Steel 

UK  Natl  Westminster  Bancorp 

Netherlands  Univar* 

Australia  BHF  Petroleum  (Americas) 

BHP  Minerals 

UK  Royal  USA 

Germany  Robert  Bosch  Corp 


90  food  distrib,  processing 

100  sugar  refining 

100  animal  feeds,  molasses 

100  sugar  processing 

87  automotive 

100  automotive 

26  food  distribution 

100  heavy  equipment 

100  aluminum 

74  paper,  lumber 

100  mining 

100  financial  services 

65  insurance 

100  controls 

50  aviation 

100  automotive 


2,486 


NA 


100 

100 
100 
100 

100 


65 
100 
100 

20 
100 

28 

100 
100 

100 


advertising 
advertising 
marketing  services 
public  relations 

investment  banking 

mining 

supermarkets 

steel 

banking 

chemicals 

energy 
mining 

insurance 

auto  parts,  machinery 


1,848 

13.0 

476 

600E 
2,448 

NA 

NA 

2,292 

62.3 

878 

2,281 

-45.8 

3,415 

1,115 

NA 

720 

398 

NA 

313 

201 

NA 

243 

557 

NA 

1,870 

2,271 

2,217 

-381.0 

9,276 

2,200 

NA 

NA 

2,192 

0.8 

719 

2,185 

NA 

NA 

2,173 


111.1 


6,963 


916 
769 
300 
139 
2,124 

NA 
NA 
NA 
NA 

NA 

NA 
NA 
NA 

2,119 

156.0 

109,838 

2,116 

231.0 

4,785 

2,093 

NA 

NA 

2,017 

272.5 

1,933 

1,947 

298.6 

27,089 

1.913 

-16.3 

673 

1,910 

3.0 

1,761 

1,906 

52.7 

5,401 

1,774 

56.0 

1,115 

288 


lote:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.    E:  Estimate.    NA:  Not  available. 
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HE   BRAZILIAN  Y 


ERSPECTIVES   AFTER  THE    MEXICAN    CRISIS 


— — ■— — 

ADVERTISEMENT       2 

If  resilience  during  troubled  times  is  a 
sign  of  economic  stability,  then  Brazil  has 
passed  the  region's  toughest  test. 

The  country  weathered  the  storm  of  the 
recent  Mexican  financial  crisis,  and  the  out- 
look for  the  future  is  bright:  Growth  is 
expected  to  be  about  5%  this  year,  and  infla- 
tion will  remain  comparatively  low  by 
Brazilian  standards,  with  monthly  climbs 
not  exceeding  2.5%.  This  combination 
should  raise  the  employment  rate  and  the 
purchasing  power  of  the  population,  and 
thereby  enable  millions  of  Brazilians  to  take 
a  more  active  role  in  the  economy. 

Under  the  Real  plan,  which  was  launched 
in  July  1994,  the  path  to  stabilization  was  to 
have  been  less  troubled.  After  slaying  the 
dragon  of  hyperinflation,  the  country  had 
high  expectations  for  transformation  and 
growth  befitting  the  world's  ninth-largest 
economy.  Instead,  in 


to  use  incoming  capital  instead  to  amass 
huge  international  reserves.  This  flood  of 
overseas  capital — drawn  to  Brazil  by  its 
high  interest  rates — became  less  welcome 
when  the  U.S.  dollar  began  to  lose  value 
against  the  new  real. 

To  avoid  a  continuing  decline  in  the 
dollar,  the  economic  team  chose  to  stimu- 
late imports  over  exports  and  restrict  capital 
inflows.  These  tactics  quickly  achieved  the 
objectives,  and  late  last  year  the  trade  bal- 
ance moved  into  deficit  for  the  first  time  in 


I 


imports.  The  central  bank  also  revoked 
its  restrictions  on  incoming  capital,  whic 
now  needed  to  be  restimulated.  Further- 
more, the  central  bank  was  forced  to  dev 
the  real  in  March,  a  move  that  ultimatel) 
assisted  exports  and  may  contribute  to  ti 
return  of  a  trade  surplus  this  year  of  $4  t 
lion  to  $6  billion. 

THE  LONG  MARCH  TO  STABILIT 

Brazilians  had  been  euphoric  over  the 
early  success  of  the  Real  plan  and  elected 
author,  former  finance  minister  Fernandc 
Henrique  Cardoso,  president  with  a  mar 
date  to  sustain  low  inflation  and  restore  I 
economy's  health.  To  do  this,  the  Cardo 
Administration  wants  to  eliminate  many 
state  monopolies  and  carry  out  a  far-reac 
ing  program  to  stimulate  private  domesti 
and  foreign  investment  in  the  economy. 
Part  of  his  restructi 


18% 


16% 


14% 


12% 


10% 


l% 


6% 


4% 


2% 


0% 


what  was  to  have  been 
the  long-awaited  tri- 
umphant year  of 
Brazil,  1995  dawned 
with  an  economic 
shock  triggered  by  the 
financial  crisis  in 
Mexico.  Despite  vast 
differences  between 
the  two  countries, 
investors  tarred  Brazil 
with  the  same  brush 
as  Mexico.  They 
withdrew  money  from 
the  stock  market  and 
the  influx  of  foreign 
funds  halted,  adversely 
affecting  Brazil's 
financial  and  currency 
markets.  Meanwhile, 
the  infant  Real  plan  was  suffering  its  own 
growing  pains.  It  had  freed  the  economy 
from  hyperinflation  and  the  perpetual  index 
ation  of  prices  based  on  inflation,  but  the 
next  round  of  crucial  reforms  was  stalled. 


LIFE  AFTER  HYPERINFLATION 

One  of  the  first  effects  of  the  dramatic 
fall  in  inflation  last  year  was  a  huge  increase 
in  the  purchasing  power  of  the  country's 
1 60  million  people,  w  I  o  embarked  on  a 
spending  binge  that  dan      ously  overheated 
the  economy.  At  the  same  '>me,  Brazil — 
like  other  countries  in  Latii      merica — had 
been  attracting  a  substantial  \      i  me  of 
international  capital.  Although    'any 
Latin-American  governments,  notably 
Mexico's,  had  used  those  funds  to  finance 
high  current-account  deficits,  Brazil's 
sizable  annual  trade  surpluses  had  enabled  it 


INDUSTRIAL  PRODUCTION:  GROWTH  1994/1995 
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1994 

seven  years — in  the  same  months,  unfortu- 
nately, as  the  devaluation  crisis  in  Mexico. 

BAD  TIMING  FOR  A  CRISIS 

In  an  instant,  Brazil's  strategy  had  to  be 
reexamined,  particularly  since  the  events  in 
Mexico  had  prompted  investors  to  take  a 
dim  view  of  degenerating  trade  balances,  no 
matter  what  the  reason.  The  lack  of  confi- 
dence in  Latin  America's  stability  caused 
stock  markets  to  drop  substantially,  and 
instead  of  an  influx  of  foreign  capital,  these 
economies  witnessed  the  flight  of  funds. 

In  Brazil,  the  government  reacted  with 
laudable  vigor  to  keep  the  Real  plan  from 
unraveling.   Reversing  its  stand,  it  acted  to 
stimulate  the  sale  of  Brazilian  goods  abroad. 
Within  the  same  time  frame,  authorities 
hiked  import  tariffs  on  cars  and  domestic 
appliances — a  step  designed  to  restrain 


Jan 


1995 


ing  package  targets 
cal  reform  in  an  eft 
to  improve  the  stat 
finances.  The  key 
areas  are  social  secu 
taxation  and  a  rede 
ition  of  federal  and 
state  obligations,  sl- 
ing more  of  these  t 
the  latter. 

Cardoso's  goals 
privatization  mirroi 
those  of  neighborir 
countries  that  have 
already  privatized. 
First,  the  sale  of  sta 
assets  can  represent 
significant  revenue 
the  government. 
Equally  important, 
many  state  companies  impose  an  enormc 
drain  on  the  treasury,  either  through  oud 
to  keep  loss-making  firms  afloat  or  to  ma 
essential  capital  investments.  And  if  the 
country  is  to  reach  its  growth  targets, 
improvements  are  needed  in  energy, 
telecommunications,  transportation,  port 
health,  education,  law  enforcement,  sanit 
tion  and  low-cost  housing.  These  are  gig 
tic  tasks  that  cannot  move  forward  witho 
mobilizing  private  capital. 


INVESTING  IN  A  NEW  AGE 
OF  DEMAND 

Perhaps  nothing  illustrates  the  transfo 
mation  of  Brazil's  domestic  market  undei 
the  new  stabilization  plan  as  well  as  the  si 
of  a  ship  recendy  entering  the  ports  in 
Santos  and  Rio  de  Janeiro:  Its  hold  was 
packed  with  cases  of  Coca-Cola  and  Peps 
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Banco  do  Brasil 


institution! 


The  strength  of  Banco  do  Brasil's  presence  in  foreign  markets  remains  unmatched  by 
another  Latin  American  financial  institution.  Through  its  international  network  com- 
prised of  45  outlets  strategically  located  worldwide,  the  Bank  stands  as  the  true  expert 
in  Brazil.  Thus,  it  surely  knows  that  Brazil  is  one  of  the  greatest  emerging  markets  to 
invest  in.  In  order  to  give  you  the  chance  to  reach  this  market,  Banco  do  Brasil  offers  you 
the  products  and  services  of  its  newest  subsidiary  -  BB  Securities:  Capital  Markets 
Operations,  Asset  Trading,  Portfolio  Management,  Financial  Advice  and  Research.  Come 
to  Banco  do  Brasil,  the  perfect  entity  to  do  business  with. 


0  Banco  do  Brasil 


Banco  do  Brasil.  34  King  Street.  London  ECV2  -  8  ES  -  P.O.  Box  131 .  Phone  (44-71)  606-7101 .  Fax(44-71)  606-2377. 
BB  Securities.  10,  Aldersgate  Street.  London  ECIA  411 .  Phone  (44-71)  216-4200.  Fax  (44-71)  216-4206. 
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Cola  for  immediate  sale,  and  the  upper  deck 
was  filled  with  empty  aluminum  cans  that 
were  ready  for  packaging  at  soft-drink  man- 
ufacturing sites  throughout  the  country. 

In  these  days  of  economic  stabilization, 
the  message  is  clear  for  investors:  Brazilians 
at  both  ends  of  the  economic  spectrum  are 
now  ready  to  spend  their  money,  despite 
government  efforts  to  cool  spending  by  lim- 
iting credit. 

In  the  days  of  hyperinflation,  few 
exports  were  destined  for  the  country,  since 
most  of  the  residents  could  afford  little  in 
the  way  of  consumer  goods.  That  same 
volatility  spread  to  the  domestic  market 
itself,  where  something  as  straightforward  as 
retailing  became  less  an  exercise  in  sales 
than  in  trying  to  keep  a  step  ahead  of  the 
dreaded  40%  monthly  inflation  that  could 
all  but  eliminate  profits  from  one  month  to 
the  next.   In  the  last  year,  nothing  has 
changed  quite  as  dramatically  as  the  domes- 
tic market,  where  the  drop  in  inflation  has 
increased  disposable  income — by  more  than 
15% — and  has  released  the  pent-up 
demand  for  consumer  goods. 

A  THIRST  FOR  IMPORTS 

The  sudden  expansion  in  consumption 
took  nearly  every  industry  by  surprise,  from 
clothing  retailers  to  soft-drink  manufactur- 
ers, and  with  it  came  an  inevitable  shortage 
of  some  goods  as  demand  outstripped  sup- 
plies. As  it  was,  Brazilian  industrial  output 
during  the  first  quarter  of  the  year  grew 


Pouso  Alegre  in  the  state  or  Minas  Gerais,  is 
also  undergoing  an  expansion  to  reach  a  pro- 
duction target  of  3.5  billion  units  per  year.  A 
third  plant  in  Sao  Paulo  is  also  part  of 
Latasa's  short-term  plan.   In  all,  these  invest- 
ments total  more  than  $250  million — all  of 
it  in  response  to  the  thirst  of  consumers. 

In  another  example  of  the  packaging 
boom,  Brazil's  Petropar  and  U.S. -based 
Crown  Cork  &  Seal  Co.  are  planning  a 
$140  million  joint  investment  in  a  plastics- 
packaging  plant  and  a  new  tin  production 
facility. 

Soft-drink  manufacturers  are  bubbling 
over  with  new  investments  as  well.   Pepsi- 
Cola  is  investing  $400  million  in  three  new 
plants  in  a  move  that  it  hopes  will  raise  its 
share  of  the  burgeoning  market  to  25%. 
The  company  opened  its  first  plant  in  Rio 
de  Janeiro  last  November  and  has  already 
expanded  the  facility  to  double  its  output. 

The  various  industrial  units  of  Coca- 
Cola,  which  operate  in  Brazil  through  fran- 
chising, are  following  a  similar  path. 
Recently,  the  Coca-Cola  holding  company 
enlarged  the  facility  that  is  under  its  control 
in  Campo  Grande  in  Rio  de  Janeiro,  to 
1 5%  compared  with 
the  same  quarter  last  DOMESTIC  CONSUMER  PRICE  INDEX 


year,  but  even  this  50% 

could  not  satisfy 
demand  completely. 

In  particular,  40% 

demand  for  bottled 
beer  and  soft  drinks 
skyrocketed  last  year.       30% 
As  a  result,  Reynolds 
Latasa,  the  only  com- 
pany in  Brazil  pro-  20% 
ducing  aluminum 
beverage  cans,  inau- 
gurated a  new  plant         10% 
in  Rio  de  Janeiro 
with  the  capacity  to 
produce  850  million 
units  per  year. 
Immediately  after, 
Latasa,  which  is  a 

joint  venture  among  Reynolds  >.        \.  and 
two  Brazilian  groups,  announced  ai  i 

sion  project  to  increase  the  capacity  o 
plant  to  1.5  billion  cans  by  May  1996. 
company's  first  industrial  plant,  located  in 
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increase  the  output  of  canned  soft  drinks. 

Producers  of  alcoholic  beverages  are  also 
maneuvering  to  gain  market  share.   In  Rio 
de  Janeiro,  Brahma  is  building  what  will  be 
the  largest  beer  factory  in  Latin  America,  a 


$450  million  facility  with  an  estimated  ( 
million-liter-per-year  production  capacit 
The  company  plans  to  begin  production 
October,  just  prior  to  summer  and  the  p 
of  the  beer-consumption  season.  To  ma 
its  deadline,  it  chartered  three  separate 
flights  from  Italy  to  speedily  import  the 
cial  equipment  and  machinery  it  needed  1 
the  plant. 

Brahma's  chief  rival,  Antarctica,  has 
joined  forces  with  the  American  compaj 
Anheuser-Busch  and  plans  to  announce 
an  investment  of  almost  $600  million  t< 
produce  Budweiser  beer  in  Brazil  by 
next  summer. 

STABILITY  DRIVES  UP  CAR  SALE5 

This  growth  impulse  is  not  limited  tc 
nondurable  consumer  goods.  In  the  aut 
mobile  industry,  monthly  sales  are  exceec 
all  expectations.  Last  year  the  automobi 
industry  in  Brazil  produced  nearly  1.6  n 
lion  units,  of  which  1.2  million  were  soL 
domestically,  a  record.  Indications  are  ril 
in  1995  even  these  numbers  will  be  sur- 
passed, with  automobile  assemblers  plan 
to  increase  production  to  2  million  units 
goal  that  was  not  previously  expected  to 
met  until  the  year  2000.  The  demand  is 
ible  everywhere:  There  are  waiting  lists  fit 
popular  models.  Factories  have  added  ad 
tional  work  shifts  to  keep  pace  with 
demand,  and  every  major  automobile  m 
facturer  has  announced  billion-dollar  inv 
ments  through  the  year  1998. 


A  REGIONAL 
TWIST  ON  TRA^ 
The  creation  of 
Mercosulin  1989-1 
trading  group  com' 
posed  of  Brazil, 
Argentina,  Paragua 
and  Uruguay — hasr 
played  an  increasim1 
role  in  Brazil's  tota 
trade  and  in  attracv 
international  inves 
interest.   Since  Jan 
1,  1995,  the  count 
have  all  but  elim 
customs  duties  am 
themselves,  and  ha 
seen  the  rise  of  a  a 
mon  market  that  c 
responds  to  more  t 
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65%  of  Latin  America's  entire  GNP — -j 
market  that  could  grow  even  larger  if  C 
and  Bolivia  become  participants,  as 
appears  likely. 

Within  Mercosul,  Brazil  is  rapidly  esl 
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Argentina 


Bolivia 


Brazil 


ODEBRECHT  S.A. 

Holding  company  of  a  group  with  more  than  50  years  in  permanent  activity. 


HIGHLIGHTS  OF  1994 


Consolidated  Total  Revenues 
Consolidated  Net  Profit 
Consolidated  Equity 


US$    3.4  billion 
US$    161  million 
US$    1.8  billion 


More  than  its  imposing  engineering  projects  or  its  international 
competitiveness  in  the  production  and  sale  of  petrochemical  products, 
Odebrechf  s  core  competence  lies  in  its  ability  to  serve  and  satisfy  Clients 
all  over  the  world. 

Through  its  operational  companies  Odebrecht  today  is  directly 
responsible  for  more  than  100  construction  contracts  in  Brazil  and  for 
more  than  60  additional  contracts  in  20  different  countries. 

Additionally,  its  petrochemical  products  are  being  sold  in  more  than  50 
countries,  creating  a  large  base  of  satisfied  Clients  worldwide. 

LEADING  OPERATIONAL  COMPANIES: 

Construction 

CNO  -  Construtora  Norberto  Odebrecht  S.A. 
CBPO  -  Companhia  Brasileira  de  Projetos  e  Obras 
BPC  -  Bento  Pedroso  Construcoes  S.A. 
TENENGE  -  Tecnica  Nacional  de  Engenharia  S.A. 
SLP  -  Engineering  Ltd. 

Petrochemicals 

Poliolefinas  S.A. 

PPH  -  Companhia  Industrial  de  Polipropileno 

CPC  Companhia  Petroquimica  Camagari  (affiliated) 

Salgema  Industrias  Quimicas  S.A.  (affiliated) 

ODEBRECHT 


Portugal 


Peru 


Mozambique    ^^ 


I 


Mexico 


F»|       Malaysia        ^ 
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lishing  a  commercial  relationship  with 
Argentina  that  mirrors  the  trading  relation- 
ship between  the  U.S.  and  Canada.  There 
are  more  than  300  joint  ventures  between 
companies  from  Brazil  and  Argentina,  and 
over  the  last  two  years,  trade  between  the 
two  countries  has  tripled. 
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PRIVATIZATION:THE  HEART  OF 
PUBLIC-SECTOR  REFORM 

In  recent  years,  as  privatization  of  energy 
and  telecommunications  companies  has  set 


revenue-generating  records  throughout  the 
region,  foreign  investors  have  viewed  Brazil's 
gigantic  state-owned  industries,  in  fields  rang- 
ing from  mining  to  electricity,  with  particular 
interest.  Since  the  beginning  of  his  adminis- 
tration, President  Cardoso  has  committed 
himself  to  a  full-scale  privatization  program 
similar  to  the  one  that  has  transformed  the 
economy  of  neighboring  Argentina.   But 
constitutional  limitations  as  well  as  a  tangle 
of  legal,  political  and  financial  obstacles  have 
slowed  the  process  of  transforming  these 
industries  into  private  companies. 

TURNING  THE  SPOTLIGHT  ON 
PRIVATIZATION 

But  the  sluggish  pace  is  about  to  end 
under  a  new,  more  determined  campaign  to 
accelerate  the  pace  of  privatization.  President 
Cardoso  has  targeted  a  list  of  companies  that 
can  be  sold  over  the  coming  years  with  com- 


paratively little  congressional  involvemei 
And  in  the  boldest  move  to  date,  he  issu 
presidential  decree  that  sweeps  most  of  t  i 
country's  mammoth  electric  power  sectci 
onto  the  privatization  list.  The  agenda  i 
encompasses  the  large  state  utility  Eletroj  fcop 
and  a  half  dozen  subsidiaries  including  I 
Servicios  de  Eletricidade.  The  plan  man 
dates  a  thorough  restructuring  of  the  coi 
plex  national  electricity  system  that,  amc 
other  things,  includes  dividing  the  secto: 
into  generation,  transmission  and  distriti 
tion  entities. 

With  the  government  controlling  ele 
tricity-sector  assets  worth  as  much  as  $6: 
billion,  the  potential  windfall  from  such 
sales  is  enormous.  Beyond  this,  the  govt 
ment's  action  is  determinedly  pragmatic 
Demand  is  growing  by  nearly  5%  yearly- 
requiring  investments  that  are  beyond  tf 
scope  of  the  public  sector.  Under  the  pr 
ous  administration,  privatization  had  an 
overall  positive  impact  of  $13.6  billion  c 
public  finances,  either  through  the  sale  c 
transfer  of  more  than  30  companies  to  1 i  ft 
private  sector.  In  these  sales,  foreign  inv 
ment  capital  had  comprised  only  1 0%  o 
total — a  proportion  the  government  hop; 
will  rise  sharply  with  future  offerings,  be<  I 
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Brazil  takes  to  the  sky 
once  more. 


1  he  Brazilian  Odyssey  in : 
continues.  Embratel  has  jus 
orbit  the  second  satellite  n 
Brasflsat  B  series.  Now  Eir 
has  two  state-of-the-art  sa 
flying  36,000  kilometers  at 
the  earth. 

Improved  technology  enh 
guarantees  even  better  qu 
TV  and  radio  broadcasts,  li 
tance  telephone  calls,  telex 
messages,  ATM  operations 
electronic  data  relay.  Addit 
allows  clients  to  use  small* 
satellite  dishes  to  achieve  t 
results  they  would  get  Iron 
equipment 

Brasilsat  B2  is  also  a  ver 
tant  instrument  lor  the  inn 
the  Mercosul  countries  bei 
it  has  been  developed  to  co> 
South  American  countries  I 
Brazil. 

Brasilsat  B1 — as  well  as 
A2,  which  have  been  in  orb 
some  time — is  part  of  the 
Brazilian  Satellite 
Telecommunications  Systen 
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emeu  ing  with  Light  Servicios  de  Eletricidade. 
"siii  i    The  company,  which  began  more  than 
°fll  00  years  ago  as  a  concession  granted  by 
•<ao  mperor  Dom  Pedro  II  to  a  Portuguese 
[|^n  roup  to  build  tramways  in  the  city  of  Sao 
Jtitol  aulo,  expanded  through  subsequent 

I  Canadian  ownership  to  become  one  of  the 
"'in-  juntry's  biggest  utilities.  It  became  a  major 
lecoibrce  in  the  urbanization  process  of  both  Sao 
aulo  and  Rio  de  Janeiro,  and  in  1 975  the 
Dvernment  bought  the  company  for  $450 
lillion.  Today,  through  a  network  of 
ydroelectric  projects,  Light  generates  more 
?cl«  lan  20%  of  Rio  de  Janeiro's  electrical 
isSfl  'quirements,  and  controls  45%  of  Sao 
lulo's  electric  company. 

Although  the  government  has  committed 
le  company  to  privatization,  it  will  not  be 
■jle  to  sell  off  its  share  without  the  agree- 
lent  of  state  governors  and  state  assemblies. 
he  largest  obstacle  comes  in  the  form  of  a 
1  billion  debt  owed  to  Light  by  a  major 
o  astributor  known  as  Eletropaulo,  owned  by 
o  ie  Sao  Paulo  government,  which  is  cur- 
stod  kntly  in  default. 
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MINING  PRIZE  GOES  PRIVATE 

Also  on  the  agenda  is  one  of  the  most 
lu  merable  state-owned  institutions — the 


giant  mining  conglomerate  Vale  de  Rio  Doce, 
which  produces  a  quarter  of  the  world's  iron 
ore.  Vale  stands  out  as  an  exception  among 
Brazilian-owned  companies  because  it  has 
been  operating  at  a  profit  since  its  inception. 
Vale,  founded  in  1942,  is  more  than  a  world- 
class  competitor  in  iron.   It  controls  a  sprawl- 
ing roster  of  subsidiary  ventures  that  include 
gold,  bauxite,  manganese  and  copper  mines, 
and  aluminum  and  pulp  industries.  It  is  also 
the  manager  of  port  terminals  and  railroads, 
and  is  a  shareholder  in  various  steel  industries. 
Although  nearly  50%  of  Vale's  shares  are 
already  traded  on  the  stock  market,  esti- 
mates are  that  the  majority  shares  still 
owned  by  the  government  are  worth  $6  bil- 
lion— an  amount  that  could  set  a  new  priva- 
tization record  for  the  region.  Although  the 
government  has  already  given  a  green  light 
to  the  sale  of  its  controlling  interest  in  the 
company,  analysts  foresee  at  least  a  two-year 
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wait  before  the  legal  formalities  and  obsta- 
cles can  be  eliminated. 

The  groundwork  is  being  prepared  to 
privatize  the  state  telecommunications  com- 
pany, Telebras,  and  the  oil  company, 
Petrobras,  but  these  sales  are  expected  to 
take  some  time.   Both  require  amendments 
to  the  constitution  to  eliminate  the  state's 
monopoly  over  the  sector,  and  will  need 
substantial  restructuring  prior  to  privatiza- 
tion.  Other  signs  of  a  flourishing  privatiza- 
tion schedule  include  the  transfer  in  May  of 
a  concession  to  build  the  2 1 0  MW 
Igarapava  hydroelectric  plant  from  the  state 
sector  to  a  mixed-capital  consortium — the 
first  such  transfer  under  a  new  concessions 
law.   In  July,  the  government  plans  to  go 
ahead  with  the  long-delayed  sale  of  its  con- 
trolling interest  in  the  utility  Escelsa.   Other 
sales  planned  for  this  year  include  minor 
stock  offerings  held  by  Petrobras  in  a  num- 
ber of  petrochemical  companies,  the 
Meridional  Bank,  and  the  lease  of  the  fedetal 
railway  company.  In  addition,  the  state 
banks  of  Ceara  and  Minas  Gerais  are  being 
analyzed  for  possible  sale.  I 

Written  in  association  with  George  Vidorjrom  O  Globo 
Edited  by  Lynn  Morrissey 

Coordinated  by  Acttrcio  de  OHveira,  interpress-Midia 
Internacionai  Ltda./Brazit 
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OCCASIONALLY  AN  INTERNATIONAL 

INVESTOR  CAN  IGNORE  OUR  AD 

BUT  HE  CANNOT  IGNORE  OUR  RESULTS 


Telebras  today  is  the  fourth-largest  open  capital 
company  in  Latin  America  and  is  the  eleventh- 
largest  telecommunications  company  in  the  world. 
As  of  1991  it  sought  $817  million  in  funding  in  the 
international  capital  markets.  Of  that  total,  approx- 
imately $187  million  were  obtained  in  the 
Japanese  market — the  largest  acquisition  of  Latin- 
American  securities  by  Japan  in  the  last  nine  years. 
Holding  a  leading  position  with  the  Stock 
Exchange  of  Sao  Paulo  (BOVESPA), 
Telebras  in  1992  also  initiated  an 
American  Depository  Receipt  Program 
(ADR),  which  currently  trades  in  the 
American  over-the-counter  market  with 


amounts  of  more  than  $1  billion  and  $100  million 
(as  of  March  1995). 

For  those  looking  for  new  partners  in  stable, 
reliable  investments,  these  shares  are  the  most 
important  testimony  for  Telebras.  They  confirm 
Telebras'  position  as  one  of  the  most  solid 
telecommunications  companies  in  the  world. 

If  you  are  an  investor  who  recognizes  the  value 
of  consistent  results,  certainly  you  cannot  afford 
to     ignore     this 
invitation     from 
Telebras    for    a 
profitable,  favor- 


TELEBRAS 


able  investment.  ministerio  das  comunicacoes 

SAS,  Quadra  6,  Bloco  E  -  70313-900  -  Brasilia  -  DF  -  Brazil:  Tel.  +55  (61  215-2955)  (61  215-2919)  (61  215-2578)  -  Fax.  +55  (61  322-4153)  INVESTOR  RELATION 
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Minas  Gerais  is  a  strate- 
gically located  state  in  cen- 
tral Brazil,  right  in  the  mid- 
dle of  the  most  dynamic 
region  of  the  Brazilian 
economy. 

The  State  offers  a  superb 
infrastructure  for  industrial 
investments.  Minas  Gerais 
has  the  largest  highway  net- 
work in  Brazil,  generates 
nearly  20%  of  all  electrical 
energy  produced  in  the 
country  and  has  an  excel- 
lent telecommunications  system.  Its  steel  produc- 
tion is  more  than  10  million  tons  yearly — 40%  of 
national  production.  Its  extensive  private  and  pub- 
lic school  system  guarantees  a  strong  level  of 
trained  manpower. 

Its  agriculture  and  cattle  raising  are  among  the 
most  important  in  Brazil:  Minais  Gerais  is  the 
largest  producer  of  coffee  and  milk  in  the  country, 
and  its  cattle  herd  represents  40%  of  the  150  mil- 
lion head  of  cattle  in  Brazil. 


For  a  profitable 

view  of  South  America, 

consider  the  advantages 

of  the  State  of  Minas 

Gerais,  Brazil.  Start  by 

asking  Fiat,  Gessy  Lever, 

Fleishmann  Royal, 

Nestle,  Becton-Dickinson, 

Parmalat,  Toshiba 

Nippon  Denso,  GE, 

Dupont,  Alcan,  GMC, 

Rhone-Poulenc, 

etc.,  etc. 


Besides  all  the  advan- 
tages of  an  economy  in 
accelerated  growth,  Minas 
Gerais  offers  investors  tax 
incentives,  complete  start- 
up assistance  and  terrain 
appropriate  for  the  installa- 
tion of  industries.  Planned 
industrial  districts  are 
already  fully  operational  in 
the  State's  main  cities. 
These  benefits  guarantee 
your  industry  the  best 
access  to  high-growth 
domestic  and  international  markets. 

The  State  of  Minas  Gerais  is  an  intelligent 
choice.  Many  large  interna- 
tional companies  are  already 
taking  advantage  of  its 
unique  blend  of  economic 
vitality  and  quality  of  life. 
You  too  can  bring  your  com- 
pany  into  this   new   South 

r       J  \    J        Minas 

American  scene.  I  r      Gerais 


ft  -:-. 


>'-.--'^. 


>!.: 


:^i  -=— ,■ 


^f"s:- 


.1 

/    ■ 

Belo  Hoii/onte,  ihe  suite's 


-■■    ■ 


r  ^,; 


SECRETARY  OF  INDUSTRY  AND  COMMERCE 

Rua  Goncalves  Dias.  2.553  -  Belo  Horizonte,  MG  -  Brazil 
CEP  30140-092  -  Facsimile:  (55)  (3D  337-6378/337-642;.' 
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100  U.S.  TRADED  FOREIGN  STOCKS 


All  the  risks  but 
few  of  the  hassles 


Twenty-five  years  ago  66%  of  the  world's  equity  capitaliza- 
tion was  in  U.S.  stocks;  even  with  our  great  bull  market, 
with  its  doubling  and  redoubling  of  equity  valuations,  that 
share  has  now  come  down  to  38%. 

But  the  past  year  many  foreign  markets  have  lagged  the 
U.S.  market,  and  several  developing  country  markets  have 
been  clobbered.  Thus,  at  the  moment,  there  may  well  be 
better  values  to  be  found  overseas  than  at  home.  An 
average  earnings  gain  of  120%  is  expected  in  1995  for 
Japanese  companies  and  a  65%  gain  for  French  companies, 
according  to  the  Institutional  Brokers  Estimate  System 
International  Service;  the  ibes  forecast  for  all  U.S.  compa- 
nies calls  for  only  a  21%  increase. 

American  Depositary  Receipts  (adrs)  make  trading  in 
foreign  stocks  as  easy  as  trading  in  General  Motors  or 
AT&T.  If  you've  ever  tried  to  buy  a  foreign  stock  not  listed 
here,  you  know  how  hard  it  often  is.  Not  so  with  adrs. 
These  are  certificates  representing  the  foreign  stocks,  the 
foreign  stocks  themselves  being  held  in  a  depositary 
institution  here.  You  buy  adrs,  sell  them  and  collect  your 


dividends  in  U.S.  dollars.  Approximately  1,300  adrs  are 
available  to  American  investors.  Global  Depositary  Re- 
ceipts (GDRs)  are  similar,  except  that  the  underlying  shares 
are  held  in  foreign  markets. 

These  certificates  are  generally  quite  liquid.  According 
to  the  Bank  of  New  York,  trading  volume  of  adrs 
increased  by  1  billion  shares  last  year,  to  7.3  billion  shares; 
the  market  value  of  all  adrs  totals  $248  billion.  The 
movement  toward  privatization  is  constantly  creating 
more  adrs.  Last  year's  biggest  new  one:  Tele  Danmark, 
the  Danish  telecommunications  company,  which  had  a  $1 
billion  offering  in  April  1994. 

Vivian  Lewis,  editor  of  Global  Investing,  a  New  York- 
based  newsletter,  likes  Norway- based  Christiania  Bank, 
with  $18  billion  in  assets,  and  Sweden-based  Autoliv, 
which  manufactures  seat  belts  and  other  auto  supplies. 
Among  Lewis'  Japanese  picks  are  Sega  Enterprises.  On 
this  and  the  following  pages  we  list  100  large  actively 
traded  adrs.  Among  them  are  many  attractive  stocks. 
Happy  hunting.  -Ronald  Boone  Jr. 


Exch 

Company/business 

Country 

ADR 

0/ 

/o 

FP^ 

P/E 

Yield 

Ordinary 

Crj 

price 

change 

1994 

1995E 

1995E 

(%) 

shares 

($US) 

one  year 

($) 

($) 

per  ADR 

q 

•  Ahold/retailing 

Netherlands 

34% 

33.7 

1.90 

2.42 

14.2 

2.4 

1.00 

q 

•  Akzo  Nobel  Group/chemicals 

Netherlands 

60% 

8.1 

4.56 

6.72 

9.1 

3.6 

0.50 

n 

•  Alcatel  Alsthom/elec  &  electron 

France 

18'/8 

-16.4 

0.89 

1.19 

15.2 

5.0 

0.20 

n 

•  Aracruz  Celulose/forest  products 

Brazil 

11% 

16.7 

1.03 

1.06 

10.8 

4.6 

5.00 

0 

•  Astra/personal  care 

Sweden 

291/4 

NA 

1.39 

1.84 

15.9 

1.0 

1.00 

0 

•  Autoliv/auto  supplies 

Sweden 

54 

NA 

2.11 

3.06 

17.6 

0.8 

1.00 

n 

•  Automated  Security/elec  &  electron 

UK 

1% 

-48.1 

024 

0.29 

6.6 

0.0 

2.00 

a 

•  B.  A.  T  Industries/bev  &  tobacco 

UK 

15% 

26.3 

1.20 

1.45 

10.8 

5.5 

2.00 

0 

BASF  Group/chemicals 

Germany 

42% 

12.8 

2.60 

4.22 

10.1 

4.7 

0.20 

n 

•  Bass/bev  &  tobacco 

UK 

\m 

18.5 

1.21 

1.34 

13.8 

4.6 

2.00 

Prices  as  of  May  31, 1995.    •  Sponsored  American  Depositary  Receipt,    a:  American  Stock  Exchange,    n:  New  York  Stock  Exchange,    o:  Over-the-counter,    q:  Nasdaq. 

E:  Estimate.    NA:  Not  available.    NM:  Not  meaningful. 

Sources:  Worldscope/Disclosure  Partners  and  IBES  Inc.  via  Randall-Helms  DataScreen  II;  The  Bank  of  New  York;  Morgan  Stanley  Capital  International  Perspective; 

Mormngstar.  Inc.;  Forbes. 
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100  «.S.  TRADED  FOREIGN  STOCKS 


I 


Exch    Company/business 


o  •  Bayer  Group/chemicals 

n  •  Benetton/textile,  apparel 

n  •  British  Airways/airline 

n  •  British  Gas/utilities 

n  •  British  Petroleum/energy 

n  •  British  Steel/metals-steel 

n  •  British  Telecom/telecomm 

n  •  Broken  Hill  Proprietary/energy 

n  •  Cable  &  Wireless/telecomm 

q  •  Cadbury  Schweppes/fppd,  household 


q 

•  Canon/data  processing 

0 

•  Cathay  Pacific  Airways/airline 

0 

Cheung  Kong/real  estate 

0 

China  Light  &  Power/utilities 

0 

•  Christiania  Bank/banking 

n  •  Coca-Cola  Femsa/bev  &  tobacco 

n  •  Coles  Myer/retailing 

n  •  Compania  Tele  de  Chile/telecomm 

o  •  CS  Holding  Group/banking 

n  •  Daimler-Benz  Group/automobiles 

q         DeBeers  Consolidated/financial  svcs 
o         Deutsche  Bank  Group/banking 

o  •  Dresdner  Bank/banking 

n  •  Elf  Aquitaine  Group/energy 

n  •  Empresas  ICA/construction 

q  •  LM  Ericsson/elec  &  electron 

n  •  Fiat  Group/automobiles 

o  •  Fletcher  Challenge/forest  products 
q         Fuji  Photo  Film/leisure  goods 

q  •  Gambro/personal  care 

n  •  Glaxo  Wellcome/personal  care 

n  •  Grand  Metropolitan/food,  household 

o  •  Groupe  Danone/food,  household 

o  •  Groupe  Havas/services 

n  •  Hafslund  Nycomed/personal  care 

n  •  Hanson/multi-industry 

n  •  Hitachi/elec  &  electron 

n  •  Honda  Motor/automobiles 

n  •  Hong  Kong  Telecomm/telecomm 

o         Hutchison  Whampoa/multi-industry 


Country 


Germany 

Italy 

UK 

UK 

UK 

UK 

UK 

Australia 

UK 

UK 

Japan 
Hong  Kong 
Hong  Kong 
Hong  Kong 
Norway 

Mexico 

Australia 

Chile 

Switzerland 

Germany 

South  Africa 

Germany 

Germany 

France 

Mexico 

Sweden 

Italy 

New  Zealand 

Japan 

Sweden 


France 
France 
Norway 

UK 

Japan 
Japan 
Hong  Kong 
Hong  Kong 


n  •  Imperial  Chemical  Inds/chemicals  UK 

n  •  Istituto  Mobiliare  Italia/banking  Italy 

q  •  Ito-Yokado/retailing  Japan 

o  •  Jardine  Matheson  Holdings/multi-industry  Hong  Kong 

q         Kirin  Brewery/bev  &  tobacco  Japan 

Prices  as  of  May  31,  1995.    •  Sponsored  American  Depositary  Receipt,    a:  American  Stock  Exchange 

E:  Estimate.    NA:  Not  available.    NM:  IV     neaningful. 

Sources:  Worldscope/Disclosure  Partne:     md  IBES  Inc.  via  Randall-Helrr 

Mormngstar,  Inc.;  Forbes. 
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ADR 
price 
($US) 

% 
change 
one  year 

EPS 

1994 
($) 

1.76 

1995E 
($) 

2.37 

P/E 
1995E 

Yield 

(%) 

Ordinary 
shares 
per  ADR 

24V4 

9.3 

10.2 

5.4 

0.10 

19% 

-45.4 

1.50 

1.55 

12.5 

2.5 

2.00 

6574 

14.3 

4.08 

6.35 

10.3 

3.8 

10.00 

48 

20.1 

2.60 

3.81 

12.6 

6.0 

10.00 

84V2 

21.0 

5.29 

6.19 
3.89 

13.6 

3.4 

12.00 

28 

36.7 

2.57E 

7.2 

2.5 

10.00 

62% 

14.4 

4.32 

4.75 

13.2 

5.6 

10.00 

50% 

-6.0 

3.08E 

3.52 

14.4 

2.8 

4.00 

20Vs 

1.8 

0.54 

1.28 

15.7 

2.7 

3.00 

30V& 

31.9 

1.93 

2.04 

14.8 

4.1 

4.00 

78 

-6.0 

1.76 

2.85 

27.4 

0.9 

5.00 

m 

2.0 

0.54 

0.63 

11.6 

3.7 

5.00 

HVt 

-15.0 

0.59 

0.64 

6.7 

2.9 

1.00 

51/2 

0.0 

0.27 

0.36 

15.4 

2.9 

1.00 

27% 

55.7 

3.78 

4.14 

6.6 

7.4 

10.00 

17Vs 

-45.0 

-3.38 

1.52 

11.3 

0.9 

10.00 

25Vs 

-0.6 

1.74 

1.99 

12.6 

4.8 

8.00 

88% 

-2.5 

5.19 

5.30 

16.8 

0.9 

17.00 

23% 

5.5 

1.43 

1.96 

11.9 

3.3 

0.05 

48% 

-1.4 

1.33 

1.95 
2.54 

24.8 

2.3 

0.10 

25 

18.3 

2.17 

9.8 

3.3 

1.00 

488% 

9.2 

17.36 

34.10 

14.3 

3.6 

1.00 

27% 

22.3 

1.43 

2.01 

13.8 

4.9 

0.10 

80% 

121.7 

-0.02 

3.74 

21.6 

4.9 

1.00 

7 

-74.0 
46.1 

0.17 

0.57 

12.2 

1.3 

1.00 

71% 

2.32 

3.07 

23.2 

1.0 

1.00 

19% 

-7.7 

0.64 

1.41 

14.0 

0.8 

5.00 

26% 

40.8 

2.70 

1.64 

16.2 

3.1 

10.00 

48 

10.7 

2.39 

3.09 

15.6 

1.1 

2.00 

12% 

10.4 

0.76 

0.91 

13.9 

1.8 

1.00 

23'/8 

42.1 

1.31 

1.49 

15.5 

4.8 

2.00 

25Va 

-5.1 

1.30 

1.98 

12.7 

4.5 

4.00 

33 

10.4 

1.86 

2.15 

15.3 

2.9 

0.20 

20% 

0.4 

0.86 

0.95 

21.3 

3.2 

0.25 

21 

31.3 

1.30 

2.08 

10.1 

3.3 

1.00 

19 

-0.7 

1.59 

1.50 

12.7 

6.3 

5.00 

96% 

-6.2 

3.32 

4.51 

21.4 

1.3 

10.00 

29% 

-17.6 

0.76 

0.43 

68.4 

1.1 

2.00 

21% 

10.0 

1.01 

1.17      " 

18.3 

3.6 

10.00 

25V4 

14.9 
3.7 

1.43 
1.59 

1.63 

15.5 

2.4 

5.00 

50y2 

3.56 

14.2 

4.3 

4.00 

18% 

-19.3 

1.71 

1.59 

11.7 

3.9 

3.00 

212 

3.2 

6.94 

8.65 

24.5 

0.8 

4.00 

7% 

-3.4 

0.78 

0.90 

8.7 

0.4 

1.00 

115% 

-2.6 

4.85 

5.35 

21.6 

1.2 

10.00 

ock  Exchange,    n:  New  York  Stock  Exchange.    0:  over 

-the-counter. 

q:  Nasdaq. 

aScreen  II;  The  Bank  of  New  York;  M 

organ  Star 

lley  Capital 

International  Perspective; 
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!  What  do  Tokyo,  Paris, 
nd  Little  City,  Oklahoma 
'  have  in  common? 


The  answer  is  Amway.  From  the  United 

States  to  60  other  countries  and  territories, 

the  Amway  opportunity  is  growing  in 

popularity  around  the  world. 

In  fact,  Amway  Japan  Ltd.  is  one  of  the 

largest  foreign  affiliated  companies  in  Japan,* 

second  only  to  Coca-Cola  Oapan)  Company. 

Amway...  expanding  the  horizons 
of  business  for  the  21st  century. 


Amway. 


And  you  thought  you  knew  us. 

you'd  like  more  information  on  Amway  Corporation,  call  the  Amway  world  headquarters  in  Ada,  Michigan, 
1-800-544-7167.  For  information  on  Amway  Japan  Ltd.,  call  011-81-3-5434-8478. 

*Greater  than  50%  foreign  capitalized  companies;  based  on  terms  of  taxable  income. 

Source:  Teikaku  Databank,  1993 
j    1995  AMWAY  CORPORATION,  U.S.A 
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Exch 

Company/business 
•  KLM/airline 

Country 

Netherlands 

ADR 

price 
($US) 

3l1/4 

0/ 

/o 

change 
one  year 

12.7 

El 

1994 
($) 

2.90 

3C; 

P/E 
1995E 

Yield 

(%) 

Ordinar 
shares 
per  ADI 

o 

1995E 

($) 

3.65 

n 

8.6 

3.0 

1.00 

q 

•  Kloof  Gold  Mining/gold  mining 

South  Africa 

11  Mi 

12.7 

0.95 

0.67 

16.5 

5.1 

1.00 

q 

•  Komatsu/machinery  &  eng 

Japan 

155% 

-15.5 

2.06 

2.84 

54.9 

1.2 

20.00 

n 

•  Kubota/machinery&eng 

Japan 

137% 

2.3 

2.28E 

3.10 

44.3 

1.0 

20.00 

n 

•  Kyocera/elec  &  electron 
L'Oreal  Group/personal  care 

Japan 
France 

152% 
52% 

17.9 

4.65 

5.97 

25.5 

0.8 

2.00 

0 

28.5 

1.74 

2.33 

22.6 

0.9 

0.20 

q 

•  LVMH  Group/bev  &  tobacco 

France 

37% 

23.4 

2.67 

2.05 

18.5 

1.9 

0.20 

q 

•  Makita/elec  &  electron 

Japan 

15% 

-25.1 

0.41 

0.47 

33.2 

1.4 

1.00 

n 

•  Matsushita  Electric  Indl/appliances 

Japan 

155 

-11.3 

4.13 

3.83 

40.5 

1.0 

10.00 

n 

•  Mitsubishi  Bank/banking 

•  NEC/elec  &  electron 

Japan 
Japan 

23% 
53% 

-10.7 
-6.2 

0.09 
1.16 

0.16 

NM 

0.4 

1.00 

q 

1.84 

29.0 

1.1 

5.00 

0 

•  Nestle/food,  household 

Switzerland 

101 

27.6 

6.12 

7.36 

13.7 

2.2 

0.10 

n 

•  News  Corp/media 

Australia 

42% 

-20.6 

3.88 

2.71 

15.6 

0.4 

8.00 

0 

Nintendo/leisure  goods 

Japan 

V/2 

-5.9 

0.37 

0.51 

14.8 

1.4 

0.13 

q 

•  Nissan  Motor/automobiles 

•  Norsk  Hydro/energy 

Japan 
Norway 

13 
41 

-22.7 

-1.33 

-0.59 

NM 

1.3 

2.00 

n 

23.7 

2.54 

3.94 

10.4 

1.7 

1.00 

n 

•  Novo-Nordisk/personal  care 

Denmark 

26% 

5.4 

6.00 

7.53 

3.6 

0.9 

1.00 

q 

•  Pacific  Dunlop/multi-industry 

Australia 

8% 

-37.2 

0.80 

0.77 

11.1 

7.6 

4.00 

0 

•  Pernod  Ricard/bev  &  tobacco 

France 

16V8 

-3.6 

0.92 

1.13 

14.3 

2.5 

0.25 

0 

•  Petrofina/energy 

•  Philips  Group/appliances 

Belgium 
Netherlands 

30 

-5.8 

1.32 

1.95 

15.4 

3.2 

0.10 

n 

39% 

43.4 

3.51 

4.80 

8.3 

2.0 

1.00 

n 

•  Pioneer  Electronic/appliances 

Japan 

17% 

-36.8 

-0.07 

0.14 

NM 

1.7 

1.00 

n 

•  Repsol/energy 

Spain 

32% 

2.6 

2.41 

3.16 

10.2 

3.5 

1.00 

q 

•  Reuters  Holdings/financial  svcs 

UK 

44% 

6.5 

1.99 

2.38 

18.8 

2.1 

6.00 

0 

•  Roche  Holding/personal  care 

•  Sega  Enterprises/leisure  goods 

Switzerland 

61% 

28.6 

2.48 

3.30 

18.6 

0.8 

0.01 

0 

Japan 

9% 

-48.9 

0.13 

0.45 

20.9 

1.2 

0.25 

n 

•  Shanghai  Petrochemical/chemicals 

China 

34 

25.3 

2.67 

3.01 

113 

6.1 

100.00 

0 

Siemens  Group/elec  &  electron 

Germany 

94% 

12.1 

3.82 

5.53 

17.1 

2.2 

0.20 

n 

•  SmithKiine  Beecham/personal  care 

UK 

40% 

39.4 

0.21 

2.70 

15.0 

3.2 

5.00 

n 

•  Sony/appliances 

•  Swire  Pacific/multi-industry 

Japan 
Hong  Kong 

48% 

7% 

-18.7 

-7.01 

1.31 

37.0 

1.2 

1.00 

0 

-50.2 

0.45 

0.56 

13.9 

2.3 

1.00 

n 

•  Tele  Danmark/telecomm 

Denmark 

28% 

14.0 

1.54 

2.24 

12.7 

3.8 

0.50 

0 

•  Telebras/telecomm 

Brazil 

34% 

-9.0 

4.26 

2.70 

12.8 

1.0 

1,000.00 

•  Telecom  Corp  New  Zealand/telecomm 

New  Zealand 

64% 

37.8 

3.23 

4.08 

15.7 

5.0 

16.00 

n 

•  Telefonica/telecomm 

•  Telefonos  de  Mexico/telecomm 

Spain 
Mexico 

39% 

-3.0 

2.66 

3.18 

12.4 

4.1 

3.00 

n 

28% 

-54.5 

4.38 

3.42 

8.3 

3.4 

20.00 

n 

•  Total  Group/energy 

France 

30% 

12.0 

1.39 

1.72 

18.0 

3.9 

0.50 

q 

Toyota  Mot 

Japan 

38% 

-3.6 

0.95E 

1.18 

32.8 

0.9 

2.00 

n 

•  Unilever  PL 

UK 

77% 

26.3 

5.12 

5.76   * 

13.5 

2.2 

4.00 

0 

•  United  Overseas  Ban!-: 

•  VodafoneGroup/tPi 

Singapore 
UK 

20 
33% 

22.7 
-58.0 

0.86 

1.07 

18.7 

0.8 

2.00 

n 

12.13E 

1.75 

19.3 

1.8 

10.00 

0 

•  Volkswagen  Group/auton 

Germany 

561/e 

-4.7 

0.55 

3.57 

15.7 

1.1 

0.20 

n 

•  Wellcome/personal  care 

UK 

16% 

100.0 

0.80 

0.91 

18.5 

2.4 

1.00 

n 

•  Western  Mining/metals-nonter 

Australia 

21% 

-6.1 

0.34 

0.92 

22.9 

1.6 

4.00 

n 

•  YPF/energy                                            Argentina                           20 

of  May  31,  1995.    •  Sponsored  American  Depositary  Receipt,    a:  American  Stock  Exchang 
ite.    NA:  Not  available.    NM:  Not  meaningful. 

-24.9 

1.52 

1.83 

10.9 

4.3 

1.00 

Prices  as 
E:  Estim 

5.    n:  New  York  Stock  Exchange,    o:  Over-the-counter. 

q:  Nasdaq. 

Sources:  Worldscope/Dis>  'osure  Partners  and  IBES  Inc.  via  Randall-Helms  DataScreen  II; 
Morningstar,  Inc.;  Forbes. 
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Patience  u>  indeed  a  virtue.  Unfortunately,  at 
dome  hotels  it'j  a  requirement.  Not  here.  At 
The  Ritz-Carlton,  we  realize  you  \>e  got  more  important 
thingj  to  do  than  wait.  Which  is  why  we  offer  24-houi 
room  service,  expred, 
breakfast  and  over- 
night valet  servicer. 
And  our  highly 


trained  staff  ia  second-to-none  when  it  comes  to  reliability. 
So  your  suits  are  pressed  on  time.  And  wake-up  calls  happen 
when  they're  supposed  to.  For  reservations,  call  your  travel 
professional  or  The  Ritz-Carlton  at  800-241-3333. 

The  only  thing 
you  '11  find  yourself 
waiting  for  is  your 
next  business  trip. 


The  Ritz-Carlton* 

Hotels 


lanta  •  Barcelona  •  Boston  •  Buckhead  •  Cleveland  •  Dearborn  .  Double  Bay  •  Hong  Kong  •  Houston  •  Huntington  Hotel  •  Kansas  City  .  Marina  del  Reji 
v>  York  -  Pentagon   City.  Philadelphia.  Phoenix  •  San   Francisco  -Seoul  -St.  Louis  'Sydney  -Tysons   Cor  ner  •  Washington  ,   D.C.  ■  1995:    Singapore 
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100  INTERNATIONAL  BARGAINS 


Offshore 
value 


If  today's  U.S.  stock  prices  scare  you,  it  may  pay  to  look  for 
better  buys  abroad — especially  if  you  think  our  economy  is 
peaking  and  theirs  recovering.  Morgan  Stanley's  index  of 
European,  Australian  and  Far  Eastern  stocks  has  lost 
10.4%  in  the  last  12  months,  measured  in  local  currencies. 
Our  own  Standard  &  Poor's  500  is  up  nearly  17%  in  the 
same  period.  Just  as  our  market  may  be  overextended, 
many  of  the  foreign  markets  may  be  ripe  for  a  move. 

To  identify  some  potentially  undervalued  foreign  stocks 
we  screened  the  Institutional  Brokers  Estimate  System 
International  Service  to  look  for  companies  with  estimated 
earnings  multiples  below  their  respective  country's  aver- 
age multiple. 

Let's  start  with  Japan,  where  Morgan  Stanley's  Japan 
index  is  off  54.7%  from  its  alltime  high,  the  Japanese 
economy  is  in  a  rut  and  a  banking  crisis  looms.  While  the 
average  Japanese  stock  trades  at  a  hefty  82  times  earnings, 
the  1 5  Japanese  companies  listed  below  sell  at  a  far  more 
modest  average  of  22  times  estimated  1995  earnings  per 
share  and  20  times  estimated  1996  earnings. 

Canon,  for  example,  the  Japanese  manufacturer  of 


copiers,  computer  printers,  fax  machines  and  cameras,  sell 
at  27  times  estimated  1995  earnings.  Nicholas  Horsle) 
comanager  of  the  Warburg,  Pincus  International  Equit 
Fund,  a  $2  billion  (assets)  open  fund,  is  very  bullish  on  th 
company.  "They  are  one  of  the  leaders  in  outsourcing 
stripping  out  corporate  overhead  and  moving  manufac 
turing  to  low-labor-cost  areas,"  claims  Horsley.  "The 
have  huge  potential  to  grow  over  the  next  few  years." 

Another  stock  on  Horsley's  list  is  U.K.-based  hsb< 
Holdings,  parent  of  Hongkong  &  Shanghai  Bankini 
Corp.  Even  after  a  30%  gain  since  January,  hsbc  sells  for  i 
times  its  1996  estimate,  while  British  stocks,  overall,  sel 
for  15  times  latest  earnings,  "hsbc  is  the  best-capitalize< 
and  technologically  the  most  sophisticated  Asian  banking 
franchise,  coupled  with  one  of  the  highest-rated  globa, 
trading  operations,"  says  Horsley. 

To  be  included  in  the  following  table,  a  company  had  t( 
have  at  least  $500  million  in  sales,  a  market  value  of  ove 
$500  million,  an  increase  in  profits  during  the  lates* 
reporting  period  and  at  least  four  fiscal  1995  earning: 
estimates.  -Scott  DeCarlc 


Company/business  Country 


Air  New  Zealand/airline  New  Zealand 

Aisin  Seiki/industrial  comp  Japan 

Akzo  Nobel  Group/chemicals  Netherlands 

Alcatel  Alsthom/elec  &  electron  France 

ANZ  Banking/banking  Australia 

B.  A.  T  Industries/bev  &  tobacco  UK 

Banco  Bilbao  Vizcaya/banking  Spain 

Bank  of  Scotland/banking  UK 

Bankgesellschaft  Berlin/banking  Germany 

Barclays/banking  UK 

NA:  Not  available. 

Sources:  Worldscope/Disclosure  Partners  and  IBES  International,  Inc.  via  Randall-Helms  Datascreen  II;  Morgan  Stanley  Capital  International  Perspective;  Forbes. 


Recent 
price 

Latest 
fiscal 

Price/ 
earnings 

1995 

Estimated 

1996        1995 

1996 

Country 
P/E 

Market 
value 

EPS 

$0.24 

P/E 

P/E           EPS 

EPS 

(mil) 

$2.56 

10.6 

6.4 

5.8          $0.40 

$0.44 

15 

$1,134 

11.00 

0.44 

24.9 

22.0 

NA           0.50 

NA 

82 

3,048 

121.61 

9.11 

13.3 

9.1 

7.8          13.43 

15.57 

12 

8,643 

90.87 

4.43 

20.5 

15.2 

13.7           5.97 

6.62 

24 

13,316 

3.59 

0.40 

9.0 

7.8 
10.8 

6.8           0.46 

0.52 

15 

4,866 

7.81 

0.60 

13.0 

10.2           0>72 

0.77 

15 

24,079 

28.93 

2.34 

12.4 

9.7 

8.5           2.98 

3.39 

12 

6,682 

3.41 

0.34 

10.0 

8.1 

7.4           0.42 

0.46 

15 

3,976 

254.71 

16.09 

15.8 

16.2 

13.5          15.74 

18.85 

29 

5,543 

10.70 

1.11 

9.7 

8.3 

7.9            1.29 

1.36 

15 

17,500 
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Company/business 


Barratt  Developments/construction 


Eighteenth  Bank/banking 
Finning/machinery  &  eng 
Fresenius/chemicals 
Gehe/personal  care 
George  Weston/food,  household 

George  Wimpey/construction 
GTM-Entrepose/construction 
Hagemeyer/multi-industry 
Hitachi/elec  &  electron 
Hoechst  Group/chemicals 

Hoogovens  Groep/metals-steel 
HSBC  Holdings/banking 
Hunter  Douglas/misc  materials 
Iceland  Group/retailing 
ICI  Australia/chemicals 


Country 


BASF  Group/chemicals 

Germany 

Bayer  Group/chemicals 

Germany 

Beiersdorf /persona  1  care 

Germany 

Bongra in/food,  household 

France 

Bridgestone/industrial  comp 

Japan 

Canadian  Imperial  Bank/banking 

Canada 

Canadian  Pacific/multi-industry 

Canada 

Canfor/construction 

Canada 

Canon/data  processing 

Japan 

Caradon/construction 

UK 

Cathay  Pacific  Airways/airline 

Hong  Kong 

Chargeurs/textile,  apparel 

France 

Colas/construction 

France 

Comalco/metals-nonfer 

Australia 

Cominco/metals-nonfer 

Canada 

Continental  Group/industrial  comp 

Germany 

Credit  Local  de  France/banking 

France 

CRH/construction 

Ireland 

CT  Financial  Services/financial  svcs 

Canada 

Degussa/misc  materials 

Germany 

Docks  de  France/retailing 

France 

DSM/chemicals 

Netherland 

Ecco/multi-industry 

France 

Eiffage/construction 

France 

Japan 

Canada 

Germany 

Germany 

Canada 

UK 

France 

Netherlands 

Japan 

Germany 

Netherlands 

UK 

Netherlands 

UK 

Australia 


Imasco/multi-industry  Canada 

Inmet  Mining/metals-nonfer  Canada 

Izumi/retailing  Japan 

Jardine  Strategic  Holdings*/multi-industry  Hong  Kong 

Kaken  Pharmaceutical/personal  care  Japan 


Recent 

Latest 

Price/ 

Esti  mated 

Country 

Market 

price 

fiscal 

earnings 

1995 

1996        1995 

1996 

P/E 

value 

EPS 

P/E 

P/E           EPS 

EPS 

(mil) 

$3.10 

$0.19 

15.9 

11.7 

9.3          $0.26 

$0.33 

15 

$561 

213.56 

12.98 

16.5 

10.1 

8.4          21.11 

25.49 

29 

13,022 

240.95 

17.56 

13.7 

10.2 

8.9          23.72 

26.97 

29 

16,698 

749.74 

30.49 

24.6 

20.3 

18.6         36.99 

40.24 

29 

3,149 

560.14 

34.33 

16.3 

14.7 
22.2 

14.0          38.07 
18.2           0.66 

40.15 
0.81 

24 

1,076 

14.67 

0.40 

36.5 

82 

11,431 

24.35 

2.59 

9.4 

8.0 

7.5           3.04 

3.25 

18 

5,266 

16.96 

0.85 

20.0 

15.7 

11.2            1.08 

1.52 

18 

5,798 

11.13 

1.60 

7.0 

6.5 

5.7           1.71 

1.96 

18 

634 

15.61 

0.35 
0.31 

44.5 
13.6 

27.4 

23.7           0.57 

0.66 

82 

12,960 

4.16 

11.3 

10.0           0.37 

0.42 

15 

2,490 

1.45 

0.11 

13.6 

11.6 

10.0           0.13 

0.14 

15 

4,166 

207.16 

8.76 

23.6 

14.4 

12.8          14.40 

16.18 

24 

1,583 

196.10 

10.94 

17.9 

15.5 

13.9          12.66 

14.10 

24 

1,104 

3.70 

0.19 

19.5 

11.7 

10.0           0.32 

0.37 
1.82 

15 

2,076 

17.78 

1.19 

15.0 

14.2 

9.8           1.25 

18 

1,414 

152.70 

4.62 

33.0 

17.4 

14.1           8.75 

10.80 

29 

1,431 

87.67 

7.31 

12.0 

9.7 

8.9           9.00 

9.84 

24 

3,134 

6.36 

0.39 

16.3 

11.8 

10.1           0.54 

0.63 

14 

2,240 

14.41 

1.20 

12.0 

10.4 

9.4           1.38 

1.52 

18 

1,720 

nany                       312.74 

13.27 

23.6 

15.7 

13.1 

19.98 

23.86 

29 

2,683 

ce                         158.69 

8.03 

19.8 

17.9 

15.9 

8.88 

10.00 

24 

2,003 

eriands                     84.97 

8.10 

10.5 

5.2 

4.4 

16.48 

19.14 

12 

3,074 

ce                         140.79 

8.84 

15.9 

13.0 

11.1 

10.87 

12.66 

24 

1,411 

ce                         196.90 

9.18 

21.5 

17.3 

14.6 

11.35 

13.47 

24 

1,358 

10.17 

15.32 

607.13 

437.70 

33.02 

2.08 
90.51 
43.28 

9.66 
215.53 

40.43 

13.15 

44.22 

2.95 

6.93 

18.24 
7.02 

24.60 
3.50 

10.77 


0.32 

1.17 

36.85 

16.27 

1.82 

0.13 
4.11 
4.18 
0.33 
9.27 

6.17 
1.22 
2.95 
0.26 
0.40 

1.53 
0.28 
0.60 
0.47 
0.31 


31.8 
13.1 
16.5 
26.9 
18.2 

15.6 
22.0 
10.3 
29.1 
23.2 

6.6 
10.8 
15.0 
11.3 
17.3 

11.9 
25.2 
40.7 
7.4 
35.0 


23.8 
10.8 
18.3 
19.9 
12.1 

11.9 
17.9 
11.4 
21.4 
11.2 

4.0 
10.0 
10.0 
11.3 
10.7 

10.3 
9.9 

27.4 
7.4 

25.4 


9.4 
14.9 
17.6 

9.3 

10.2 
14.6 
10.1 
21.8 
10.8 

3.3 
8.4 
8.4 
10.5 
10.4 

9.3 
7.6 

23.8 
7.1 

28.4 


0.43 

1.42 

33.25 

21.96 

2.72 

0.18 
5.06 
3.79 
045 
19.27 

10.22 
1.32 
4.40 
0.26 
0.65 


1.63 
40.73 
25.27 


12.32 

1.56 
5.29 
0.28 
0.67 


"Traded  on  the  Singapore  Stock  Exchange.    NA:  Not  available. 

Sources:  Worldscope/Disclosure  Partners  and  IBES  International,  Inc.  via  Randall-Helms  Datascreen  II;  Morgan  Stanley  Capital  International  Perspective;  Forbes. 
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82 
18 

29 
29 


1,771 

590 

1,114 

2,553 


3.54 

18 

1,554 

0.20 

15 

751 

6.20 

24 

801 

4.26 

12 

1,295 

0.44 

82 

31,766 

20.03 

29 

12,672 

1,276 

33,984 

724 

813 

2,052 


1.77 

1.96 

18 

4,259 

0.71 

0.92 

18 

570 

0.90 

1.03 

82 

1,591 

0.47 

0.50 

15 

3,334 

0.42 

0.38 

82 

986 
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Company/business  Country 


Kemira/chemicals  Finland 

KNP-BT/forest  products  Netherlands 

Kyowa  Exeo/construction  Japan 

Lafarge  Coppee/bldg  materials  France 

Lagardere  Groupe/multi-industry  France 

Lloyds  Abbey  Life/insurance  UK 

MacMillan  Bloedel/forest  products  Canada 

Marley/construction  UK 

Mitsubishi  Electric/elec  &  electron  Japan 

National  Bank  of  Canada/banking  Canada 


Recent       Latest        Price/ 
price         fiscal      earnings 
EPS 


National  Westminster  Bank/banking 

UK 

Natl  Australia  Bank/banking 

Australia 

Nintendo/leisure  goods 

Japan 

NOK/chemicals 

Japan 

Noranda  Forest/forest  products 

Canada 

Noritz/machinery  &  eng 

Japan 

Norsk  Hydro/energy 
Outokumpu'metals-nonfer 
Pernod  Ricard/bev  &  tobacco 
Philips  Group/appliances 


Norway 
Finland 
France 
Netherlands 


$8.99 
31.27 
10.38 
81.42 
22.25 

6.19 
13.86 
1.92 
6.92 
7.66 

8.55 
8.51 
60.20 
7.08 
8.66 

20.70 
40.98 
16.00 
64.58 
39.80 


$0.59 
1.67 
0.37 
5.13 
1.29 

0.46 
1.04 
0.23 
0.19 
0.83 

0.97 
0.90 
2.96 
0.29 
0.74 

0.77 
2.54 
1.37 
3.67 
3.51 


15.2 
18.7 
27.9 
15.9 
17.2 

13.5 
13.3 

8.4 
37.2 

9.3 


1995 
P/E 

8.1 

9.2 

22.5 

12.5 

12.2 

10.7 
8.3 
9.7 

22.1 
8.2 


— Estimated 

1996        1995 
P/E  EPS 


1996 
EPS 


Country 
P/E 


6.5 
7.0 
20.5 
10.7 
9.9 

10.1 
7.0 
8.1 

24.3 
7.2 


$1.11 
3.39 
0.46 
6.54 
1.82 

0.58 
1.68 
0.20 
0.31 
0.93 


0.61 
1.98 
0.24 
0.29 
1.07 


26.8 
16.2 
11.7 
17.6 
11.3 


20.8 
10.4 

6.9 
14.3 

8.3 


18.9 
8.7 
5.2 

12.9 
7.2 


3.94 
2.31 
4.50 
4.80 


1.09 
4.69 
3.07 
4.99 
5.50 


Redland/construction  UK 

Rinnai/elec  &  electron  Japan 

Rio  Algom/metals-steel  Canada 

Rohm/elec  &  eletron  Japan 

Royal  Bank  of  Canada/banking  Canada 


24.60 
18.79 
45.18 
22.07 


0.51 

1.06 
1.08 
2.12 
2.35 


13.6 
23.2 
17.3 
21.3 
9.4 


11.8 

18.4 
9.5 

16.4 
8.6 


10.0 
14.3 

8.7 
14.2 

7.7 


0.58 
1.34 
1.98 
2.76 
2.58 


0.69 
1.72 
2.16 
3.19 
2.88 


NA:  Not  available. 

Sources:  Worldscope/Disclosure  Partners  and  IBES  International,  Inc.  via  Randall-Helms  Datascreen  II;  Morgan  Stanley  Capital  International  Perspective;  Forbes. 


15 
82 


Market 
value 
(mil) 


$1.38 

28 

$1,086 

4.47 

12 

3,137 

0.51 

82 

1,109 

7.61 

24 

6,650 

2.25 

24 

1,908 

4,309 

1,716 

558 

14,852 

1,233 


8.9 

8.0 

7.2 

1.07 

1.19 

15 

14,671 

9.4 

8.5 

8.0 

1.00 

1.07 

15 

11,653 

20.3 

14.8 

13.1 

4.06 

4.59 

82 

8,528 

24.0 

19.6 

NA 

0.36 

NA 

82 

1,194 

11.7 

6.2 

5.3 

1.39 

1.64 

18 

1,153 

1,093 
9,387 
1,992 
3,642 
13,471 


Pinault-Printemps-Redoute/retailing 

France 

217.22 

10.50 

20.7 

17.0 

14.3 

12.76 

15.20 

24 

4,566 

Pioneer  International/energy 

Australia 

2.35 

0.12 

19.6 

11.7 

10.3 

0.20 

0.23 

15 

2,072 

Power  Corp  of  Canada/financial  svcs 

Canada 

15.96 

1.07 

14.9 

13.4 

12.2 

1.19 

1.31 

18 

2,000 

Preussag  Group/multi-industry 

Germany 

296.51 

11.23 

26.4 

15.4 

13.0 

19.27 

22.73 

29 

4,516 

Rautaruukki/metals-steel 

Finland 

7.24 

.1.03 

7.0 

4.3 

3.4 

1.68 

2.12 

28 

870 

3,570 
1,371 
976 
4,597 
6,934 


Royal  Bank  of  Scotland/banking 

UK 

6.43 

0.62 

10.3 

9.2 

8.1 

0.70 

0.79 

15 

5,149 

Saint-Gobain/misc  materials 

France 

124.90 

8.44 

14.8 

12.0 

10.4 

10.38 

12.02 

24 

10,141 

Sanofi/personal  care 

France 

57.22 

3.02 

18.9 

15.6 

13.9 

3.67 

4.11 

24 

5,056 

Sears  Canada/retailing 

Canada 

5.11 

0.34 

14.8 

10.8 

9.0 

0.47 

0.57 

18 

485 

Shimano/machinery&eng 

Japan 

18.45 

0.61 

30.4 

19.8 

16.7 

0.93 

1.10 

82 

2,529 

Suncor/energy 

Canada 

28.45 

1.63 

17.5 

14.1 

12.5 

2.01 

2.27 

18 

1,551 

Synthelabo/personal  care 

France 

54.38 

2.54 

21.4 

16.6 

14.6 

3.27 

3.72 

24 

2,609 

Tele  Danmark/telecomm 

Denmark 

56.66 

3.08 

18.4 

12.6 

11.3 

4.49  ^ 

5.03 

25 

7,423 

TNT/trucking,  RR 

Australia 

1.44 

0.10 

14.0 

17.6 

10.7 

0.08  ' 

0.13 

15 

820 

TransCanada  PipeLines/utilities 

Canada 

13.22 

1.17 

11.3 

10.8 

10.1 

1.23 

1.31 

18 

2,380 

TSB  Group/banking 

UK 

4.02 

0.33 

12.0 

10.2 

9.1 

0.39 

0.44 

15 

6,139 

Unidanmark  Group/banking 

Denmark 

48.52 

1.57 

30.9 

8.9 

7.2 

5.47 

6.70 

25 

2,527 

Valmet/machinery  &  eng 

Finland 

22.59 

0.96 

23.6 

12.0 

7.8 

1.89 

2.88 

28 

961 

VIAG  Group/multi-mdustry 

Germany 

379.25 

30.32 

12.5 

15.3 

13.5 

24.78 

28.03 

29 

7,775 

Weldwood  of  Canada/construction 

Canada 

21.25 

2.51 

8.5 

6.7 

6.3 

3.19 

3.38 

18 

800 
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Has  mankind 
chosen  democracy 

FOR  GOOD? 


Or  for  now? 


the  early  1900s,  the  world  was  at  peace  and  democracy  was  ascendent.  But  a  series  of  missteps  led  to 
vastating  world  wars  and  depression,  culminating  with  the  Cold  War.  The  world  in  1995  looks  much  the  same 
it  did  at  the  turn  of  the  century.  Will  we  get  it  right  this  time?  Or  are  we  destined  to  relive 
i  mistakes  of  the  past?  Forbes  Magazine  examines  America's  pivotal  role  in  shaping  the 
urse  of  this  century  and  what  it  must  do  now  to  assure  peace  and  freedom  in  the  21st  century. 
ch  "Happily  Ever  After?  The  20th  Century  Struggles  for  Democracy."  Saturday,  July  8  at  8:00pm.  On  The  Discovery  Channel . 
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A  nice  little 
sideline 


Can  amateurs  make  a  buck  in  commercial  real  estate? 
Yes,  but  they  have  to  work  hard  at  it,  take  calculated  risks 
and  enjoy  haggling. 


By  John  R.  Hayes 

The  1980s  real  estate  collapse  was 
good  to  Ray  Bastarache,  owner  of 
Barter  Network,  Inc.  Based  in  Mil- 
ford,  Conn.,  Barter  Network  is  a 
clearinghouse  for  3,700  New  En- 
gland businesses — printers,  radio  sta- 
tions, dentists,  shoe  repair  shops,  jew- 
elry stores — that  trade  goods  and  ser- 
vices with  each  other.  Last  year  it 
handled  $18  million  of  such  barter 
transactions,  for  which  it  charged  a 
12V2%-to-15%  commission.  Bastar- 
ache has  a  nice  little  business.  He  got 
into  real  estate  almost  by  accident. 

Four  years  back  he  was  looking  for 
larger  quarters  for  his  business  and 
came  across  a  half- re  novated,  9,200- 
square-foot  building  on  River  Street. 
A  local  bank  had  taken  the  building  in 
a  mortgage  foreclosure.  Some  pro- 
spective buyers  were  put  off  by  the 
unfinished  renovation,  but  Bastar- 
ache, the  son  of  a  carpenter,  didn't 
think  finishing  the  job  would  be  a  big 
deal.  Moreover  he  could  buy  the 
building  with  very  little  cash. 

The  price  was  $300,000,  $25,000 
down,  but  the  bank  also  lent  him 
$60,000  to  finish  the  construction. 
When  the  renovation  was  finished, 
Bastarache  rolled  both  loans  into  a 
30-year,  $400,000  mortgage  from 
the  Milford  Bank.  "I  left  the  [second] 
closing  with  money  in  my  pocket," 
says  Bastarache. 

Today  Barter  Network  and  two 
small  tenants  pay  Basmuche  $94,600 
a  year  in  rent.  Mortgag  interest,  real 
estate  taxes  and  other  c\\  nses  come 
to  $48,100.  That  leaves  $46,500  in 
pretax  cash — on  a  net  investment  of 
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less  than  zero.  A  depreciation  deduc- 
tion minimizes  the  income  tax  hit. 

"It  was  a  real  nice  first  step,"  Bas- 
tarache says.  He  decided  he  wanted  to 
stay  in  the  real  estate  business. 

He  spent  more  than  a  year  chasing 
his  second  realty  deal.  After  moving 
into  his  new  office  he  noticed  that  the 
small  shopping  strip  across  River 
Street  was  for  sale.  Home  to  a  7- 
Eleven,  a  pizzeria,  a  dry  cleaner  and  a 
dozen  or  so  other  shops  and  offices, 
the  15,000-square-foot  property  had 
sold  for  $1.5  million  in  1988,  but  the 
buyers  overpaid  and  lost  it  in  foreclo- 
sure. It  now  stood  half  vacant,  and  the 
title  was  in  dispute.  Negotiations 
dragged  on.  Had  Bastarache  been  an 
impatient  man,  he  might  have  either 
walked  away  or  overpaid.  "You  can't 
get  emotional  about  real  estate,"  he 
says.  "'Fortunately  I'm  not  in  the  real 
estate  business.  I  don't  get  hungry  for 
a  transaction.  All  my  properties  are 
supplemental  income." 

In  1992  patience  finallv  paid.  For 
$150,000  down  plus  $20,000  in  clos- 
ing costs  and  a  $450,000  mortgage, 
he  owned  the  mall.  Today  the  build- 
ing is  80%  occupied  and  brings  in 
$133,300  in  annual  revenues.  Last 
year  expenses — including  principal, 
interest  and  property  taxes — ran 
$83,900.  That  left  $49,400  to  pay 
income  taxes. 

Now  Bastarache  is  closing  in  on  his 
biggest  deal:  30,000  square  feet  of 
office  and  retail  space  in  an  unfin- 
ished, three-story  building  that  sits  on 
the  best  lot  in  Milford.  The  property 
has  a  messy  history.  It  is  Milford's 


Ray  Bastarache, 
Barter  Network 
How  to  get 
$46,500  in  pretax 
cash  flow  on  a 
net  investment  of 
less  than  zero. 


monument  to  the  banking  and  real 
estate  excesses  of  the  1980s.  One 
New  Haven  Avenue  was  vacant  be- 
cause the  developer,  a  13-member 
investment  partnership,  ran  through 
$5.2  million,  stopped  paying  contrac- 
tors in  1989  and  defaulted  on  its  bank 
note.  The  lender,  the  Connecticut 
Savings  Bank  of  New  Haven,  col- 
lapsed soon  after.  The  mortgage, 
$3.6  million,  wound  up  with  the  Fed- 
eral Deposit  Insurance  Corp. 

The  fdic  never  foreclosed  because 
it  didn't  want  liability  for  the  unpaid 
property  taxes,  now  $253,000. 
Meanwhile  there  was  damage  from 
leaking  roofs  and  small  fires  set  by 
vagrants,  and  a  persistent  rumor  that 
the  building  was  sinking. 

Just  the  kind  of  deal  Bastarache 
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craves — but  remember:  He  doesn't 
allow  himself  to  fall  in  love  with  a 
building.  Bastarache  worked  out  an 
agreement  with  the  fdic's  agent,  J.E. 
Robert,  to  buy  the  property  for 
$125,000.  But  the  fdic  balked,  in- 
sisting the  property  be  put  up  for  sale 
by  sealed  bidding.  Piqued,  Bastarache 
bid  $50,100  and  won  the  deal.  For 
less  than  a  penny  on  the  dollar,  he 
now  owned  a  building  on  which  more 
than  $5  million  had  been  spent. 

To  make  the  building  usable,  Bas- 
tarache is  borrowing  $600,000  to 
finish  construction,  for  which  he'll  act 
as  general  contractor.  He  signed  a 
sweetheart  deal  with  the  city,  which 
will  lease  1 03  parking  spaces  from  him 
for  ten  years  for  $257,000 — in  effect 
wiping  out  the  property  tax  liability. 

Forbes*  July  17,  1995 


Here's  how  he  expects  the  property 
to  play  out:  Bastarache  figures  if  he 
can  rent  the  interior  space  for  $12  a 
square  foot,  he'll  pull  in  $318,000  a 
year.  Mortgage  interest,  property  tax- 
es, maintenance  and  other  expenses 
should  come  in  at  $120,000,  leaving 
nearly  $200,000  in  pretax  cash  flow. 
This  on  a  cash  outlay  of  $50,100  plus 
legal  expenses — and  patience. 

As  his  experience  indicates,  the  ba- 
sic rules  for  success  in  real  estate  are: 
Buy  cheap,  and,  as  much  as  possible, 
use  other  people's  money.  Beyond 
that,  more  specific  rules  emerge  from 
an  analysis  of  Bastarache's  profitable 
dealings. 

First  of  all,  don't  try  being  a  passive 
investor.  Get  involved  yourself.  Don't 
invest  in  partnerships  put  together  by 


stockbrokers  and  other  middlemen. 
Such  partnerships  helped  cause  the 
overinflated  values  and  defaulted 
mortgages  that  people  like  Bastarache 
are  now  taking  advantage  of. 

Second,  stay  close  to  home.  It's 
easier  to  evaluate  a  property  when  you 
know  the  area. 

Third,  if  you  know  the  neighbor- 
hood, don't  overlook  properties  with 
bad  reputations.  Poor  financial  his- 
tories and  unfinished  construction 
plans  will  scare  away  competing  bids. 
But  those  problems  are  often  more 
than  offset  by  a  low  acquisition  price. 
It's  useful  to  know  something  about 
construction,  so  that  contractors  and 
subcontractors  won't  rob  you  blind. 

Fourth,  don't  be  afraid  to  haggle.  If 

"Fortunately  I'm  not  in  the 
real  estate  business.  I  don't  get 
hungry  for  a  transaction." 


you  are,  you  shouldn't  be  in  real 
estate.  Beating  the  other  guy  down  is 
half  the  game.  "You  have  to  love  the 
deal  to  pursue  it — the  thrill  of  the  deal 
and  the  negotiations,"  he  says. 

Fifth,  know  your  tax  law.  Unlike 
Bastarache,  people  who  buy  real  es- 
tate partnerships  from  stockbrokers 
have  all  the  odds  stacked  against 
them .  A  lot  of  their  money  is  skimmed 
off  in  fees.  Their  properties  are  often 
so  heavily  leveraged  that  some  or  all  of 
the  depreciation  deductions  are  de- 
nied under  the  "passive  loss"  rules.  If 
you  are  as  adept  as  Bastarache,  you 
don't  have  losses,  even  on  a  property 
mortgaged  up  to  the  roof.  You  have 
gains.  If  you  have  gains,  the  Internal 
Revenue  Service  can't  take  away  your 
depreciation. 

But  don't  think  what  Bastarache 
does  is  riskless.  He  usually  has  to  put 
some  serious  money  into  a  deal — for  a 
down  payment  or  lawyers'  fees — long 
before  he  has  all  the  contingencies 
worked  out.  On  almost  any  commer- 
cial property,  there  is  some  risk  of  a 
catastrophic  environmental  liability. 
Success  depends  upon  having  a 
shrewd  ability  to  weigh  the  risks  and 
predict  their  probable  outcome. 

"The  deals  are  out  there,"  says 
Bastarache.  "It  all  depends  on  how 
much  time  you  want  to  spent  pursu- 
ing them."  HB 

307 


nr 


imrcuMMirannmraintlimmHMi 


Special  Advertising  Section 


MANAGING  THE 

JLVA.         n 


<r 


n 
Ji 


The   Lisbon    Stock   Exchange    (BVL 


.  he  recent 

explosion  in  Portugal's 

capital  markets  has  enabled 

the  Lisbon  Stock  Exchange    \ 

(BVL)  to  move  to  a  new 

building  three  times 

larger  than  before. 

The  launch  of  new 

products  gives  overseas 

investors  exciting 

opportunities  for  high 

growth  with 

.   low  risk. 


\ 


Mr  Jose  Carlos 
Pestana  Teityira 

President,  BVL 
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Bolsa  de  Valores  de  Lisboa)  last  yea 
marked  225  years  of  trading  by  movin 
out  of  the  arched  18th  century  buildin 
where  it  had  operated  since  1769  into 
state-of-the-art  complex  in  the  ne\ 
financial  center  taking  shape  in  thl 
Portuguese  capital. 

This  move  signals  a  coming  of  ag 
for  the  exchange  after  putting  into  plac 
important  operational  and  administra 
tive  changes  that  places  Lisbon  amon 
the  most  advanced  exchanges  in  Europt 
Reforms  over  the  past  three  year 
include  the  adoption  of  a  continuou 
trading  system,  a  computerized  nations* 
stock  registration  house  and  a  ne\Kj 
administrative  law  that  governs  insid 
trading,  company  disclosure  rules  an 
many  other  areas. 

"These  changes  have  inspired  nev 
confidence  in  investors  who  have  seei 
Lisbon  take  great  strides  toward 
becoming  a  more  efficient,  transparen 
and  well-regulated  exchange"  says  Josi 
Cardoso  de  Matos,  director  of  market- 
ing and  organization  for  the  BVL. 

After  sweeping  legislativ 
and  operational   reforms  i 
1991,   two   other   importa: 
measures    were    introduc 
recently.    The    first    was 
agreement  between  the  Lis 
and  Oporto  stock  exchangi 
to  concentrate  the  Portugu 
cash  market  in  Lisbon 
develop  a  derivatives  market  in  Oport 
in  northern  Portugal. 

"The  launching  of  derivative  prod 
ucts  will  enhance  the  participation  d 


Tl, 
in 
to  even 
.in 
ec 

POlltllJ 

I  Asia, 
bar 

Ilv 

is  Pun 
fecl471 

el 


►       T  H  E^ 

I  S  B  O  N     STOCK 

EXCHANGE 

,"  .,;£''"  w-      ! 

Special  Advertising  Section 


CAPITAL  EXPLOSION 


foreign  investors  in  different  segments  of  our  market,  as  hedging 
instruments,  futures  and  options  will  allow  investors  to  enlarge 
their  positions  in  Portuguese  assets,"  says  Jose  Carlos  Pestana 
Teixeira,  president  of  the  BVL.  As  a  result,  the  BVL  expects  a 
significant  increase  in  foreign  interest. 

The  cash  market  now  operates  through  a  single  trading  floor  in 
Lisbon.  This  allows  for  greater  liquidity.  It  also  means  lower  costs, 
particularly  for  listed  companies,  as  they  now  only  have  to  pay  to 
maintain  one  entity. 

The  other  main  reform  was  the  launching  of  a  wholesale 
market  for  corporate  and  treasury  bonds.  This  has  led  to  the 

creation   of  a  screen- 
based  over-the-counter 
market  that  is  open  to 
banks    for    wholesale 
fixed-income  security 
transactions  not  lower 
than    Esc  175    million 
($1.1  million). 
Lisbon  performed  better  than  any  other  European  equity 
market  in  1993  and  was  in  second  place  in  1994.  Share  prices,  as 
measured  by  the  Lisbon  Stock  Exchange's  National  Continuous 
Index  (BVL-INC),  rose  by  an  average  of  7.4%  last  year  compared 
I    with  1993.  In  1993  they  had  risen  53%  over  the  previous  year. 
Total  turnover,  including  bonds,  increased  34%  last  year  and  97% 
in  1993. 

"These  reforms  are  having  a  very  positive  impact,"  says  Pestana 
Teixeira.  "The  overall  picture  of  the  Portuguese  market  is  now  clearer 
to  everyone  and  the  liquidity  of  most  securities  is  larger." 

Portugal  is  attracting  overseas  investors  because  it  offers  the 

high  economic  growth  rates  of  an  emerging  market  without  the 

political  and  financial  risk  normally  associated  with  Latin  America 

r  Asia.  Investors  who  have  given  Portugal  a  significant  weighting 

in  their  portfolios  have  been  rewarded  over  the  past  two  years. 

The  high  level  of  efficiency  of  the  BVL  was  underlined  by  the 
uccess  of  a  public  offer  of  Portugal  Telecom  in  June,  which 
ijis  Portugal's  biggest  privatization  to  date.  The  issue  raised 
scl47  billion  ($982  million)  and  increased  the  total  capitalization 
f  the  Lisbon  market  by  16%.  The  new  shares  were  trading  within 
ours  of  their  allocation. 
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ASCOR  DEALER  -  Sociedade  Financeira  de  Corretagem,  SA 
Rua  da  Conceicao,  - 131-3°  e  4°,  1100  Lisboa 
Tel:  3478278/79/80/81  Telefax:  3478286 

BSN  DEALER  -  Sociedade  Financeira  de  Corretagem,  SA 
Av.  Eng°  Duarte  Pacheco,  Torre  1-6°  -  Sala  1,  1000  Lisboa 
Tel:  3877135/83  Telefax:  3877019 

COMERCIAL  DEALER  -  Sociedade  Financeira  de  Corretagem,  SA 
Avenida  Jose  Malhoa,  Lote  1686-3°,  1070  Lisboa 
Tel:  72701 10  /  7270278  Telefax:  7270976 

CORRETORA  ATLANTICO  -  Sociedade  Financeira  de  Corretagem,  SA 
Avenida  Barbosa  du  Bocage,  45-1°,  1000  Lisboa 
Tel:  7932862  /  7938080  Telefax:  7950789 

ESER  -  Sociedade  Financeira  de  Corretagem,  SA 
Rua  de  Sao  Juliao,  30,  1 100  Lisboa 
Tel:  8885333  Telefax:  863278 

NCO  DEALER  -  Sociedade  Financeira  de  Corretagem,  SA 
Av.  de  Berna,  24-D-60  Rua  Laura  Alves,12,  1050  Lisboa 
Tel:  7919400  Telefax:  7919411 

BFE  DEALER  -  Sociedade  Financeira  de  Corretagem,  SA 
Rua  General  Firmino  Miguel,  3-6°,  1600  Lisboa 
Tel:  7272163  Telefax:  7272058 

CENTRAL  DE  INVESTIMENTOS  -  Sociedade  Finan.  de  Corretagem,  SA 
Avenida  Miguel  Bombarda,  36-4°  B/C/D,  1050  Lisboa 
Tel:  7937027  Telefax:  766061 

SOFIN  -  Sociedade  Financeira  Internacional  de  Corretagem,  SA 
Av.  Eng°  Duarte  Pacheco,  Torre  1,  8°-Salas  9,10,11,  1070  Lisboa 
Tel:  3871527/57  Telefax:  651746 

TOTTADEALER  -  Sociedade  Financeira  de  Corretagem,  SA 
Avenida  da  Republica,  64-1°,  1050  Lisboa 
Tel:  7939132/7939066  Telefax:  7964871 

M.  VALORES  -  Sociedade  Financeira  de  Corretagem,  SA 
Avenida  24  de  Julho,  50,  1200  Lisboa 
Tel:  3953886  Telefax:  3953916 

BBV  INTERACTIVOS  (Portugal)  -  Sociedade  Financeira  de  Corretagem,  SA 
Av.  da  Liberdade,  222-6°,  1250  Lisboa 
Tel:  3117258/7492  Telefax:  3117584 

CFI  -  Companhia  Financeira  Internacional,  Sociedade  Corretora,  SA 
Rua  Braancamp,  52-5°  Esq.,  1250  Lisboa 
Tel:  3155770/1/2  Telefax:  3529047 

DOURO  -  Sociedade  Corretora  de  Valores  Mobiliarios,  SA 
Largo  Jean  Monnet,  1-5°,  1250  Lisboa 
Tel:  3522345  Telefax:  3522339 

FINANTIA  CORRETORA  -  Sociedade  de  Corretagem,  Lda 
Av.  dos  Combatentes,  Torre  1,  Lote  H-1a  A,  1600  Lisboa 
Tel:  7267540  Telefax:  7265310 

MIDAS  CORRETORA  -  Sociedade  Corretora  de  Valores  Mobiliarios,  SA 
Campo  Pequno,  45-7°,  Edificio  Taurus,  1000  Lisboa 
Tel:  7900300  Telefax:  7958943 

TITULO  -  Sociedade  Corretora,  SA 
Avenida  da  Republica,  60-9°,  1050  Lisboa 
Tel:  7937424  Telefax:  7937267 

PARS  -  Sociedade  Corretora,  SA 

Av.  da  Boavista,  3521-3°,  Sala  302  4150  Porto 

Tel:  (02)  6104167  Telefax:  (02)  6104164 

FINCOR  -  Sociedade  Corretora,  SA 
Rua  Braamcamp,  9-7°,  1200  Lisboa 
Tel:  3155899  Telefax:  540919 

DB  CORRETORA  -  Sociedade  Corretora  de  Valores  Mobiliarios,  SA 

Rua  Castilho,  20-5°,  1250  Lisboa 

Tel:  31 1 1204  /  3526337  Telefax:  3526409 

L.J.  CARREGOSA  -  Sociedade  Corretora,  SA 
Rua  das  Flores,  276-278,  4050  Porto 
Tel:  (02)  6079030  Telefax:  (02)  6007887 
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Profit  Elijah 

Ronald  Elijah  has  ridden  the  technology  wave 
to  great  success  and  has  no  desire  to  get  off. 


By  Mary  Beth  Grover 


In  this  year's  hot  stock  market,  tech- 
nology stocks  are  smoking.  Intel 
Corp.  is  up  104%;  Micron  Technol- 
ogy, 162%;  and  Microsoft,  49%. 
Funds  loaded  with  tech  stocks  have 
done  very  well  this  year,  among  them 
Fidelity  Magellan  and  Alger  Capital 
Appreciation. 

Time  to  take  profits?  No,  says  Ron- 
ald Elijah,  who  runs  the  $702  million 
Robertson  Stephens  Value  &  Growth 
Fund  in  San  Francisco.  Stick  around, 
tic  says.  This  is  not  just  a  cyclical  runup 
but  something  deeper. 

"Wall  Street  is  made  up  of  a  bunch 
of  loony  people,"  says  Elijah.  "They 
call  technology  a  cyclical  industry. 
Cars  are  a  cyclical  business;  pes  are 
not.  Just  because  these  stocl  s  have 
gone  up,  everyone  thinks  the  >uld 
be  sold.  My  trustees  are  nervous." 

Elijah  is  just  getting  wound  up  on 
his  favorite  topic:  "All  the  papers  sav 
mutual  funds  have  too  much  money 
invested  in  technology  stocks.  I  don't 
think  they  have  enough." 

As  for  Elijah,  he  has  70%  of  his  fund 
in  technology  stocks,  more  than  five 
times  their  proportion  in  the  Standard 
&  Poor's  500-stock  indc...  Elijah's  is 
almost  a  technology-sector  fund,  but 
by  his  choice,  not  by  charter. 


Robertson 
Stephens' 
Ronald  Elijah 
If  you  like 
technology, 
you'll  love  his 
fund. 


It  wasn't  always  thus.  In  early  1994, 
amid  fears  of  a  nationalization  of 
health  care,  Elijah  plowed  46%  of  his 
fund's  assets  into  health  stocks.  Partly 
as  a  result,  it  has  racked  up  a  27% 
annual  return  over  the  past  three  years. 

Elijah  obviously  thinks  tech  stocks 
have  far  from  finished  their  am.  But 
Intel  has  tripled  its  sales  in  four  years. 
Where  will  future  growth  come  from 
for  companies  like  this?  Two  places, 
says  Elijah,  42,  who  followed  tech 
stocks  at  Robertson  Stephens  and 
elsewhere  for  11  years  before  becom- 
ing a  portfolio  manager.  One  place  is 
overseas,  where  technology  compa- 
nies now  get  a  third  to  half  of  their 
sales.  The  other  is  from  Elijah's  gener- 
ation, heads  of  households  between 
the  ages  of  35  and  44.  "They  realize 
they  aren't  going  to  be  CEOs  of  their 
companies,"  says  Elijah.  "So  they're 
not  putting  in  120-hour  weeks.  They 
go  home  and  watch  their  big-screen 
TVs  with  surround  sound  and  play 
with  their  PCs." 

Elijah  scorns  most  initial  public  of- 
fering and  only  considers  stocks  with 
price/earnings  ratios  no  greater  than 
his  estimates  of  their  earnings  growth 
rate  over  1 1  ic  next  three  years.  Typical- 
ly he'll  pa\   no  more  than  15  times 


projected  earnings  for  a  hardware  or 
chip  company.  For  a  software  produc- 
er, he'll  pay  up  to  20  times  his  guess  of 
earnings  for  1996. 

He  thinks  software  technology 
companies  can  count  on  a  lot  of  con- 
sumer loyalty.  "The  most  significant 
barrier  to  entry  in  this  industry  is  mind 
space,"  says  Elijah.  "Once  someone 
learns  how  to  use  some  kind  of  soft- 
ware, they  are  pretty  resistant  to 
change."  A  resistance  bet  is  Cadence 
Design  Systems,  a  maker  of  software 
used  in  designing  chips.  Elijah  feels 
that  engineers  at  some  of  the  big  chip 
designers,  such  as  IBM  and  Motorola, 
are  stuck  like  glue  to  Cadence's  soft- 
ware. He  expects  the  company  to 
grow  at  20%  for  the  next  three  years, 
but  the  stock  trades  at  just  17  times 
next  year's  projected  earnings. 

Elijah's  favorites  among  chipmakers 
are  Micron,  Intel,  Cypress  Semicon- 
ductor and  LSI  Logic.  "I  challenge 
anyone  to  find  another  industry  with 
sales  growing  at  40%  but  trading  at  15 
times  1996  earnings,"  says  Elijah. 

He  recently  bought  General  In- 
strument, which  has  a  new  product 
linking  PCs  to  cable  companies.  "Ca- 
ble runs  1,000  times  faster  than 
phone  lines,"  says  Elijah,  who  expects 
more  data  to  be  transmitted  through 
cable.  He  thinks  earnings  growth  will 
average  25%  over  the  next  three  years, 
yet  the  company  trades  at  18  times  his 
guess  of  1996  earnings. 

Another  recent  purchase  is  Texas 
Instruments,  the  top  supplier  of  digi- 
tal signal  processing  chips.  As  cellular 
phones  go  digital,  Tl's  earnings 
should  grow  at  20%  over  the  next 
three  years.  Yet  the  stock  trades  at  12 
times  next  year's  earnings  estimate. 

Compaq  is  Elijah's  top  PC  pick, 
"pes  are  the  TVs  of  the  future,"  he 
says.  Elijah  expects  Compaq's  earn- 
ings to  be  fueled  by  its  powerful  new 
Pentium-powered  PCs  and  thus  to 
grow  at  20%  annually  over  the  next 
three  years.  The  stock  trades  at  ten 
times  his  estimate  of  1996  earnings. 

Elijah  has  9%  of  the  fund  in  health 
maintenance  organizations,  5%  in  fi- 
nancial stocks  and  6%  in  retailing  and 
consumer  electronics.  But  these  are 
almost  a  sideshow  right  now. 

The  no-load  fund  is  a  bit  expensive, 
with  annual  expenses  at  1 .7%  of  assets. 
And  clearly,  you  have  to  like  technol- 
ogy to  like  this  fund.  ■■ 
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Playing  it  safe 

Northeast  Investors  Trust's  Ernest  Monrad  thrives  on 
risk,  but  right  now  he's  nervous  about  the  junk  market. 


nfi 


By  Mary  Beth  Grover 

People  want  yield,  so  junk  bond 
funds  are  hot:  In  the  last  year,  $4.7 
billion  has  flowed  into  these  funds. 

That  makes  Ernest  Monrad  jumpy. 
"When  everyone  gets  into  one  side  of 
the  boat,  it  usually  tips  over,"  says 
Monrad,  who  for  35  years  has  run 
Northeast  Investors  Trust,  a  Boston- 
based  junk  bond  fund  (recent  assets, 
$700  million).  Normally  Monrad  le- 
verages the  fund  by  borrowing  up  to 
15%  of  assets.  These  days  he  has  no 
leverage;  he  is  even  keeping  4%  of  the 
fund  in  cash,  something  he  rarely 
does.  "I'm  the  most  conservative  I've 
been  in  12  years,"  he  says  grimly. 
He's  so  nervous  about  junk  bonds  he 
has  even  put  20%  of  assets  in  stocks, 
the  biggest  allocation  since  1969. 

Monrad,  65,  has  seen  junk  securi- 
ties go  in  and  out  of  favor  a  number  of 
times.  Why  is  he  worried  now?  "Wall 
Street  is  really  cranking  out  new  is- 
sues. The  deals  are  getting  thinner 
and  thinner.  There  is  less  cash  flow  to 
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Northeast  Investors  Trust's 
Ernest  Monrad  and  son  Bruce 
"If  you  lie  down  with  dogs, 
you  get  up  with  fleas." 


back  up  debt,  and  business  is  slowing 
down,"  says  Monrad.  So  he  is  avoid- 
ing new  issues  and  keeping  his  effec- 
tive average  portfolio  maturity  to 
three  years  or  less — versus  a  more 
typical  level  of  seven  years. 

We  should  point  out  that  Monrad 
is  not  the  sort  who  is  afraid  to  take  a 
risk  in  the  junk  bond  market.  While 
the  average  junk  fund  has  16%  of  its 
assets  in  bonds  rated  below  B  or 
nonrated,  Monrad  has  43%  of  assets  in 
such  junky  junk.  One  nonrated  favor- 
ite: the  11%  senior  subordinated 
notes  of  2000  issued  by  meat  renderer 
Darling  International.  Darling's  op- 
erating income  (earnings  before  de- 
preciation, interest  and  taxes)  covers 
interest  five  times  over — a  margin  of 
safety  more  than  double  the  typical 
junk  issuer's.  "We  get  some  of  our 
best  debt  coverages  on  nonrated 
bonds,"  says  Monrad. 

The  fund  often  gets  a  nice  boost 
from  its  low- rated  paper,  too. 
Throughout  the  early  1990s  Monrad 
took  big  stakes  in  two  tattered  paper 
companies,  Gaylord  Container  and 
Stone  Container,  with  Gaylord  then 
rated  a  dicey  D.  Last  year  those  two 
improving  credits — now  rated  B  to  B 
minus — helped  propel  Northeast  In- 
vestors up  2.2%,  while  the  average 
junk  fund  lost  3.7%. 

"You've  gotta  have  some  patience 
in  this  business,"  says  Monrad.  Take 
his  top  holding,  at  3.5%  of  assets:  the 
123/4  discount  notes  of  1998  issued  by 
T.  Boone  Pickens'  wobbly  Mesa  Cap- 
ital. Monrad  bought  them  last  sum- 
mer at  89.  Today  they're  worth  89 
and  Monrad  is  staying  with  them. 
"The  world  needs  more  oil  and  gas 
every  year,"  he  says. 

Not  all  his  shareholders  share  his 
patience.  When  they  run  for  the  door, 
he  normally  meets  their  redemptions 
with  borrowed  money,  not  by  selling 
bonds  into  a  panicky  market.  Instead, 
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he  buys.  Last  fall,  for  instance,  as  fears 
of  excess  competition  from  riverboat 
gambling  dashed  the  casino  market, 
he  picked  up  the  Trump  Plaza  Fund- 
ing 107/8  first  mortgage  bonds  of 
2001  for  just  76  cents  on  the  dollar; 
he  also  nabbed  Aztar  Corp.'s  new 
issue  of  13%  senior  subordinated 
notes  of  2004  at  just  below  par.  The 
Donald's  debt  now  trades  around  90; 
Aztar's  is  at  112. 

Even  being  nervous  with  the  mar- 
ket for  new  high-yield  corporate 
bonds  these  days,  however,  he  finds 
jewels  in  the  junk.  "There  are  still 
things  to  look  at  if  you  have  the 
stomach  for  it."  He  recently  bought 
the  Rockefeller  Center  Properties 
REIT  zeros  of  2000,  at  a  9%  discount 
to  their  accreted  value  of  58  (they 
came  out  at  22,  for  a  yield  to  maturity 
of  10.25%).  The  partnership  that 
owns  the  prestigious  Manhattan 
property  sought  Chapter  11  bank- 
ruptcy protection  in  May,  but  the 
REIT  (which  holds  the  mortgage)  did 
not.    Monrad    thinks   the   property, 

"I'm  the  most  conservative 
I've  been  in  12  years." 


which  the  REIT  would  get  in  a  foreclo- 
sure, is  worth  at  least  as  much  as  the 
REIT's  own  $800  million  debt  load. 

Monrad  has  also  been  buying  float- 
ing-rate Brazilian  Brady  bonds  of 
2009  for  as  little  as  56  cents  on  the 
dollar.  Principal  and  part  of  the  inter- 
est payments  are  collateralized  by 
U.S.  Treasurys. 

The  Monrad  family,  including  his 
33-year-old  son  Bruce,  who  has  co- 
managed  Northeast  Investors  since 
1993,  has  given  hostage  to  fortune 
with  the  fund:  $4.5  million  of  family 
money  is  in  the  no-load  fund.  North- 
east Investors  is  a  Forbes  Best  Buy 
with  annual  operating  expenses  of  just 
0.7%  (not  counting  interest).  In  the 
past  ten  years  it  has  shown  an  1 1.5% 
compound  annual  return,  a  pinch  be- 
hind the  Merrill  Lynch  High  Yield 
Index  but  1 .75  points  ahead  of  the 
average  junk  fund.  Forbes  grades  his 
fund  a  B  for  its  performance  in  down 
markets.  It  is  particularly  well  suited 
to  IRAS,  where  the  hefty  income  distri- 
butions can  be  sheltered  from  current 
income  taxes.  HI 
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STATISTICAL  SPOTLIGHT 

Over-the 


Japanese-counter 

Few  Japanese  blue  chips  are  cheap  by  U.S.  standards. 
Smaller,  entrepreneurial  companies  may  be 
a  better  way  to  bet  on  a  Japanese  recovery. 


By  John  H.  Christy 

The  Tokyo  stock  market  crash  that 
began  5V2  years  ago  has  not  made 
Japanese  stocks  cheap  by  American 
standards.  The  average  price/ 
earnings  multiple  in  Japan  remains 
82,  about  five  times  the  U.S.  average. 
Even  allowing  for  the  fact  that  Japa- 
nese bookkeeping  is  a  lot  more  con- 
servative than  American,  Japanese 
blue  chips  are  not  especially  cheap. 

But  there's  another  way  to  bet  on 
an  eventual  Japanese  recovery.  When 
it  comes  it  may  be  led,  not  by  the 
familiar  corporate  names  but  by 
smaller  entrepreneurial  companies. 
This  would  be  something  of  a  revolu- 
tion in  Japan,  but  it  could  happen  and 
might  well  create  huge  opportunities 
for  American-style  retailers  and  pro- 
viders of  services — early-stage  Wal- 
Marts  or  MCIS  or  Dell  Computers. 

For  now,  Japan's  heavily  regulated 
economy  stifles  competition  and  arti- 
ficially inflates  the  domestic  prices  of 
many  consumer  goods.  Tokyo  con- 
sumers pay  about  twice  as  much  as 
their  New  York  counterparts  for  f<  ><  >d , 


clothing  and  housing. 

Predicts  Edward  Burke,  portfolio 
manager  of  the  Yamaichi  Global 
Fund,  "Deregulation  of  numerous 
[Japanese]  industries  will  create  many 
situations  analogous  to  what  we've 
already  seen  in  the  U.S.  Such  restruc- 
turing should  create  opportunities  for 
Japanese  businesses  like  drug  distrib- 
utors, deep-discount  stores  and  alter- 
native telephone  providers." 

Where  do  you  look  for  likely  candi- 
dates? Among  the  1,045  companies 
listed  on  Japan's  o-t-c  market  and  in 
the  second  section  of  the  Tokyo  Stock 
Exchange.  Whereas  first-section 
companies  are -mostly  industrial  and 
export-oriented,  the  o-t-c  stocks  tend 
to  be  in  new  industries  and  services. 

Take  Aeon  Credit  Service,  a  credit 
card  company  that  netted  $9.6  mil- 
lion on  revenue  of  $162  million  in  the 
fiscal  year  ended  in  February.  That 
profit  figure  was  a  25%  gain  from  the 
year  before.  Traditionally  the  Japa- 
nese have  shied  away  from  using  cred- 
it cards,  but  attitudes  are  changing. 


Is  there  an  early-stage  Wal-Mart  here? 
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Aeon  trades  at  36  times  expectec 
earnings  for  1995,  but  there  is  clearl) 
room  for  a  lot  more  growth  here. 

The  Kobe  earthquake  created  some 
opportunities  for  smaller  construe 
tion-related  companies,  says  Shuhe 
Abe,  manager  of  the  Warburg  Pincu; 
Japan  otc  Fund.  Abe  likes  Tokyo 
based  Sacos  and  Kawasho  Lease  Sys- 
tem, two  outfits  that  lease  construc- 
tion equipment. 

The  table  lists  eight  small  and  medi- 
um-size over-the-counter  companies 
that  offer  products  and  services  dial 
should  Lie  in  demand  as  Japan's  econ- 
omy evolves.  As  Japanese  growth 
stocks  go,  most  of  these  companies 
trade  at  reasonable  multiples.  One 
exception  is  long-distance  providei 
DDI,  which  trades  at  a  lofty  87  time; 
estimated  1995  earnings.  If  ntt'sI 
monopoly  on  domestic  telephone 
service  is  broken,  ddi  could  become  < 
Japanese  MCI. 

How  do  U.S.  investors  buy  thesei 
stocks?  At  present  none  has  American; 
Depositary  Receipts.  If  you  want  an} 
shares,  be  prepared  to  place  orders  for 
a  minimum  $5,000  apiece  and  to  pa} 
a  full-service  commission.  Your  cur 
rency  conversion  may  also  have  a  hid 
den  markup.  So  don't  touch  these 
stocks  unless  you  are  really  in  for  the 
long  haul. 

A  sensible  approach  is  to  buy  a  fund 
specializing     in     smaller     Japanese, 
stocks.  The  Warburg  Pincus  Japan] 
OTC  Fund,  with  $25  million  in  assets, 
is  a  no-load,  open-end  fund.  At  pres-  Ulerct 
ent  it  is  a  better  bet  than  Japan  OTC  !\ 
Equity  Fund,  a  closed-end  that  trades 
at  a  forbidding  11%  premium  to  net 
asset  value.  I 
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Company/business 

Recent 
price 

1994 

-EPS 

1995  est 

P/E 
1995  est 

Sales 

($mil) 

Profits 
($mil) 

Profit 
margin 

Aeon  Credit  ServiceVcredit  cards 
Aim  Services/cafeteria  operator 
DDI/long  distance  and  cellular  sve 
FCC/mfg  auto  and  motorcycle  clutches 

$52.44 

22  71 

7,966.71 

26.16 

$1.07 
0.72 

74.33 
0.63 

$1.44 
0.83 

91.26 
0.83 

36.4 
27.4 
87.3 
31.6 

162 

341 

3,803 

385 

9.6 

5.5 

161.6 

9.1 

5.9% 
1.6 
4.3 
2.4 

Horipro/entertainment  production  14.15 

Kawasho  Lease  System/con        'in-related  building  leasing  16.05 

Paramount  Bed/mfg  hospital  be     '>"me-care  equip  58.26 

Sacos/construction  machinery  leash:,  22.00 


1.29 


0.73 
1.37 
1.78 
1.10 


19.3 
11.7 
32.7 
19.9 


111 
937 
381 
275 


6.2 
24.4 
32.1 
10.3 


5.6 
2.6 
8.4 
3.7 


'Fiscal  year  ended  February  1995;  all 


companies  end  March  1995.    Sources:  Yamaichi  Capital  Management;  IBES  International,  Inc. 


A  Japanese  economic  recovery  n.     be  led  by  entrepreneurial  outfits  that  challenge  traditional  retailers  and  service  providers. 
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Double-crossed 


The  IRS  has  a  nasty  surprise  for  people  who  rent 
property  to  corporations  they  also  own. 


Do  you  rent  property  or  equipment 
to  a  corporation  that  you  own  all  or 
part  of?  Does  this  corporation  pay 
income  taxes?  (That  is,  is  it  an  ordi- 
nary C  corporation,  not  a  partner- 
ship-like S  corporation?) 

If  so,  our  condolences.  For  a  little- 
noticed  Internal  Revenue  Service  rule 
now  consigns  your  transaction  to  one 
of  the  lowest  rings  of  investor  hell.  A 
complete  turnaround  from  an  earlier 
position,  the  IRS'  move  took  even  the 
experts  by  surprise:  "Nobody  had  any 
idea  this  was  coming,"  says  Thomas 
Ochsenschlager,  a  cpa  with  Grant 
Thornton  in  Washington. 

The  harsh  IRS  rule  sur- 
faced late  last  year,  in  the 
regulations  on  passive 
losses,  section  1.469-11. 
But  only  now  is  word  get- 
ting around. 

Here  is  the  issue:  Say  an 
investor  rents  property  or 
equipment  to  a  C  corpora- 
tion that  he  owns  all  or  part 
of.  Are  the  profits  from  this 
transaction  "passive  in- 
come" or  "active  income"? 
Active,  says  the  IRS,  which 
means  the  income  cannot 
be  used  to  offset  passive 
losses  the  investor  has  from  other 
investments. 

To  see  why  this  is  important,  go 
back  to  the  1986  attack  on  tax  shel- 
ters. Congress  created  a  special  cate- 
gory for  the  purpose  of  destroying 
shelters.  They  were  ruled  to  be  "pas- 
sive" investments,  and  "passive" 
losses  cannot  be  used  to  offset  "ac- 
tive" income,  such  as  fr<  >m  wages  and 
investments. 

If  you  have  the  misfort  e  to  own  a 
tax  shelter,  you  are  alwa  on  the 
lookout  for  passive  income,  L  >u  can 
make  some  investment  that  geiu  rates 
this  precious  commodity,  the  income 
from  it  becomes,  in  a  way,  tax-ex- 
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empt.  That's  because  it  can  absorb  the 
otherwise  useless  passive  losses  that 
you  are  racking  up  on  your  tax  shelter. 

And  what  kind  of  investment  gen- 
erates passive  income?  A  shelter-like 
activity  (like  renting  a  building  or 
equipment)  that  miraculously  runs  at 
a  profit.  Such  investments  are  scarce. 

But  one  that  did  fit  the  bill,  it 
seemed,  would  be  renting  property  to 
your  own  C  corporation.  Charge  a 
high  enough  rent,  or  keep  the  mort- 
gage on  the  property  low  enough,  and 
you  would  indeed  generate  a  taxable 
profit,  even  after  claiming  maximum 


depreciation.  That  taxable  profit 
could  then  be  netted  against  your 
shelter  losses  and  thus  escape  tax- 
ation. The  C  corporation,  meanwhile, 
gets  a  rent  deduction  that  lowers  its 
taxable  income. 

Very  appealing.  A  host  of  small 
businesses,  among  them  manufactur- 
ers, construction  firms,  sales  outlets 
such  as  auto  dealerships,  and  medical 
practices,  have  owners  who  also  own 
real  estate  that  is  rented  back  to  the 
business. 

Businesses  set  up  as  partnerships  or 
S  corporations  were  always  subject  to 
passive  income  restrictions,  but  C 
corporation  owners  were  very  happy 


to  get  passive  income  from  their  busi 
ness  real  estate.  "It  was  clearly  consis 
tent  with  the  rules  at  that  time,"  say  j 
Blake  Rubin,  a  lawyer  and  forme 
Treasury  official  now  with  Steptoe  8 
Johnson  in  Washington. 

Then,  without  offering  taxpayer 
any  warning  or  chance  to  comment 
the  IRS  sneaked  through  an  amend 
ment  to  its  rules  that  changed  th< 
category  for  such  rental  income  fron 
passive  to  active.  (Unless,  of  course 
your  self- rental  generates  a  loss.  Ther 
the  IRS  turns  the  tables  on  you  anc 
calls  the  activity  passive.  Either  way. 
you  get  it  in  the  neck.) 

The  new  rules  make  things  ever 
tougher  on  owner-renters  than  or 
other  investors.  With  other  tax  shel 
ters,  the  investor  can  use  excess  pas 
sive  income  to  offset  passive  losse: 
from  other  projects. 

Not  here.  Say  a  car  dealer  own: 
both  the  land  and  the  building  rentec 
to  his  dealership,  but  each  is  held  in  ; 
separate  entity.  According  to  lawyei 
Rubin,  if  he  rents  both  to  the  business 
&  and  one  generates  a  loss. 
s  and  the  other  a  gain,  they 
I  cannot  offset  each  otheri 
even  though  they  could  I 
the  land  and  building  werti 
held  by  one  entity.  In  thisi 
case  the  loss  to  the  dealer 
will  be  a  probably  useless 
passive  loss  and  the  renta; 
income  will  be  taxable  ac- 
tive income. 

What  do  you  do  if  the 
rules  on  passive  losses  puli 
you  in  a  box?  Look  for  ways 
to  shuffle  your  debt  so  thali 
more  of  it  is  attached  to 
your  profitable  properties 
and  less  to  your  unprofitable  ones 
But  be  wary  of  the  IRS'  "interest  trac- 
ing" rules,  which  sometimes  frustrate 
such  maneuvers. 

Let's  say  you  have  an  underlever- 
aged  building  you  rent  to  your  own 
business,  from  which  you  generate 
$50,000  a  year  in  taxable  income. 
You  also  own  a  heavily  leveraged 
shopping  strip  that  gives  rise  toi 
$50,000  in  unusable  passive  loss.  See 
if  you  can  raise  the  debt  on  the  busi- 1 
ness  office  and  also  pay  down  the  debt ; 
on  the  shopping  strip.  Ideally,  youu 
will  now  break  even  on  both  proper-  j 
ties — and  cut  maybe  $20,000  off  your  I 
federal  tax  bill.  -L.S.  IB 
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TAXING  MATTERS 


Tapping  the 
piggy  bank  early 

If  you  need  money  badly  enough  to  tap  your  IRA  early, 
you  can  do  it  in  a  lot  of  ways.  Without  paying 
that  10%  early  withdrawal  penalty. 


By  William  G.  Flanagan  and  Lisa  Sanders 

Do  you  ever  sit  there  feeling 
strapped,  and  gaze  longingly  at  the 
six-  or  seven-figure  fortune  you  have 
stashed  in  your  IRA  plan?  Maybe  to  get 
through  a  rough  patch,  or  pay  for  the 
kids'  college  expenses? 

We're  not  recommending  it  for 
everyone.  But  if  you  must,  you  can  get 
at  that  money  long  before  you  turn 
5Q1/2.  In  fact,  you  can  tap  it  at  any  age, 
without  paying  early  withdrawal  pen- 
alties. You  still  have  to  pay  income 
taxes  on  your  withdrawals,  of  course. 

What  you  do  is — temporarily,  at 
least — treat  your  tax-deferred  IRA  ac- 
count as  an  annuity.  The  amount  you 
can  pull  out  each  year  depends  upon 
your  life  expectancy  at  the  time,  based 
on  mortality  tables  and,  of  course,  the 
interest  rate.  The  amount  you  can 
withdraw  may  surprise  you  (see  table, 
below). 

However — and  here's  a  handy  fea- 
ture— you  can  stop  taking  payments, 
and  rebuild  your  IRA  again,  when  you 
hit  59V2,  or  after  five  years,  whichever 


takes  longer. 

That  way  you  tap 
the  account  at  a  time 
of  need  without  sur- 
rendering forever  its 
advantages. 

Consider  the  case 
of  a  chap  named  Har- 
ry, who  started  his 
tax-deferred  401(k) 
account  early  and 
benefited  handsome- 
ly from  the  great  bull 
market  of  the  1980s 
and  early  1990s.  Har- 
ry is  now  50,,  jobless,  and  has  $1 
million  in  his  tax-deferred  plan  (rolled 
over  from  his  401  (k)  into  an  ira).  But 
he  needs  to  get  at  it  now.  He's  be- 
tween jobs  and  needs  income. 

Penalty- free,  Harry  can  choose  to 
take  out  as  little  as  $30,211  his  first 
year,  or  as  much  as  $90,016.  (Our 
thanks  for  most  of  these  calculations 
to  Bruce  J.  Temkin,  a  retirement  ex- 
pert at  Louis  Kravitz  &  Associates,  in 


What  a  $1  million  IRA  can  yield  at  age  50 


Age 

Method  1 
payment          balance 

Method  2 
payment          balance 

Method  3 
payment          balance 

50 
55 
60 

$30,211          $1,047,372 

43.664  1,301,536 

62.665  1,570,127 

$80,366 
80,366 
80,366 

$993,205 
950,150 
886,889 

$90,016 
90,016 
90,016 

$982,783 
873,695 
713,410 

Payments  increase  to 
$171,880  at  90;  with  a 
balance  of  $742,522 

Payments  cease  at  82 

Payments 

cease  at  72 

Note:  Method  1  uses  IRS  Singn  Life  Expectancy  Table  I,  IRS  Publication  590.  Method  2  uses  table  from  IRS  Regulation 
Sec.  1.72-9.  Method  3  uses  UP84  mortality  table.  Interest  rate:  8%. 
Sources:  Bruce  J.  Temkin;  Forbes. 

Using  these  methods,  you  can  take  out  $30,211  to  $90,016  a  year 
from  your  IRA,  penalty-free. 
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Encino,  Calif.  He  sets  up  such  plans 
and  lectures  on  the  subject.) 

To  get  the  annuity  treatment,  Har 
ry  puts  the  $1  million  in  his  IRA  intc 
investments  that  will  yield  a  steady  8°/< 
a  year,  say,  a  corporate  bond  fund. 

To  calculate  just  how  much  Harr) 
can  pull  from  his  ira  each  year,  he  anc 
his  adviser  turn  to  page  23  of  irj 
Publication  590,  which  describes  ont 
way  to  milk  your  ira  by,  in  effect 
setting  up  your  own  annuity. 

Using  the  single  life  expectancy  I 
table,  and  assuming  an  8%  apprecia- 
tion rate,  he'll  get  $30,211  the  first 
year,  $32,527  the  next  and  so  on,  as 
shown  in  Method  1. 
If  he  never  stops  tak- 
ing payments,  by  age 
90  his  annual  payouts 
will   have   grown   to 
about  $170,000  and 
his  principal  will  have 
shrunk      to      about 
$750,000. 

Why    doesn't    his 
principal  shrink  fast- 
er? Because  in  the  ear- 
ly years,  at  8%  the  ac- 
count   grows    mom 
than  withdrawals. 
But    Harry    needs 
more  than  $30,000  a  year  right  now. ' 
He  and  his  adviser  turn  to  a  different! 
government    life    expectancy    table;, 
found    in    IRS    Regulation    Section] 
1 .72-9.  Using  it  and  the  same  interest] 
rate  of  8%,  Harry  will  get  straight-line*] 
payments  rather  than  increasing  an- 
nual payments.  Under  this  scheme, | 
shown  as  Method  2,  Harry  will  get] 
$80,366  annually,  until  age  82.  After] 
that,  zilch. 

But  even  $80,000  won't  do  it  for] 
Harry.  He's  starting  a  business  andj 
must  finance  that,  and  meantime  sup- 
port his  family.  The  IRS  allows  him  to 
use    "reasonable"    mortality   tables,  J  i 
Harry  and  his  adviser  pick  the  UP   ? 
(Unisex  Pensioner)  84  table.  Using 
this   (Method   3),  Harry  can  draw 
down  his  annuity  at  $90,016  year,  but 
the  game  is  up  when  he  hits  72.  No 
more  money. 

There  are  yet  other  options,  but 
they  are  too  complex  to  cover  here.  If 
the  above  interests  you,  consult  your 
tax  adviser  or  your  accountant.  Im 
fact,  don't  even  go  near  these  early 
withdrawals  without  getting  expert 
advice.  ■ 
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FORBES  LAKE  OF  THE  OZARKS. 
WHERE  THE  GOOD  LIFE  IS  THE  WAY  OF  LIFE. 
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hat's  your  idea  of  the  good  life? 
Owning  property  right  in  the 
art  of  the  Ozarks,  one  of  America's 
vorite  recreational  areas?  Or  owning 

property 
that  you 
can  turn 
into  a 
weekend 
retreat,  a 
retirement 
reward,  a 
vacation  get-away  or  a  year- 
round  country  home?  Whatever 
your  definition,  it's  all  here  at 
Forbes  Lake  of  the  Ozarks.  Over 
12,800  magnificent  acres  with 
five  miles  of  shoreline  plus  three 


;« i'  neof 


m 

ighbors 
wses 


pristine  interior  lakes,  averaging  over  20 
acres.  A  serenely  beautiful  setting  with  dra- 
matic vistas,  rolling  meadows.. .and  best  of 
all,  you  can  afford  it. 
Forbes  Lake  of  the  Ozarks-Where  the  good 

life  is  very  affordable. 
Up  until  now,  land  of  this  quality,  if  avail- 
able to  the  public,  was  surely  out  of  reach 
for  many.  However,  Forbes  Inc,  publishers 
of  Forbes  Magazine  is  offering  for  sale  this 
property  through  our  Colorado  real  estate 
division,  Sangre  de  Cristo  Ranches.  We  can 
offer  sites  averaging  two  acres  that  start  as 
low  as  $5,000.  We  love  to  show  off  our 
Ozarks.  Come  and  see  for  yourself.  We're 


only  120  miles  from  Branson,  Missouri,  the 
new  entertainment  mecca,  108  miles  from 
Jefferson  City,  the  state  capital,  and  120 


Enjoy 
horseback 
riding  on 
the  range 


miles  from  Kansas  City.  In  the  meantime, 
we'll  be  happy  to  send  you  more  informa- 
tion, maps,  brochures  and  all  the  details 
about  our  liberal  money  back  and  exchange 
privileges.  Just  call  Forbes  Lake  of  the 
Ozarks. 

1-816-438-2801 


A  PLACE  FOR  ALL  SEASONS  IN  THE  HEART  OF  AMERICA. 


Offering  Statement  has  been  filed  with  the  State  of  New  York.  Such  filing  does  not  constitute  approval  by  the  state  of  New  York  of  the  value  or  quality  of  these  properties.  A  copy 
he  Offering  Statement  is  available  on  request  from  the  offeror.  NYA-95-18.  The  project  is  registered  with  the  Iowa  and  New  Jersey  Real  Estate  Commissions  and  Oklahoma  and 
isas  Securities  Commissions.  Registration  does  not  indicate  that  those  states  or  any  Federal  agency  has  approved,  judged  or  endorsed  the  merits  or  value  of  the  project  or  recom- 
nded  purchase  of  the  property.  Obtain  the  Offering  Statement  for  each  state  and  the  Property  Report  required  by  Federal  law  from  the  developer  and  read  before  signing  anything. 
aal  Credit  and  Housing  Opportunity.  A.  Jack  Nerud,  Nebraska  and  Iowa  Real  Estate  Broker.  24-100  N.J.  Reg.  Sangre  de  Cristo  Ranches  Agency,  licensed  real  estate  broker  in 
!9)   orado.  ILL-IL-95-130.  AD  9523267  MI  95-837-6376. 


WE'VE  GOT  98  BILLION  BRANCHES 
AND  YOUVE  NEVER  HEARD  OF  US 


As  one  of  the  largest  producers  of  timber  in  the  United 
States,  Cavenham  Forest  Industries  is  well  known  in  the  world 
of  forest  products. 

Less  well  known  is  the  company  that  owns  it:  Hanson. 

Frankly,  as  a  diversified  industrial  management  company, 
we're  used  to  the  fact  that  many  of  our  businesses  are  better  known 
within  industrial  circles  than  we  are:  Quantum  Chemical, 
Peabody  Coal,  Grove  Crane,  and  Cornerstone  Construction  & 
Materials,  to  name  a  few. 

But  we  prefer  to  impress  our  investors  with  something  far 
more  important  than  a  list  of  big  names— shareholder  value. 
Something  we've  sought  to  deliver  for  30  years. 

Since  being  listed  on  the  New  York  Stock  Exchange  in 


1986,  sales  have  soared  to  $17  billion,  while  total  market  ca.i 
talization  is  over  $19  billion.  At  the  end  of  1994,  our  gross  divide' 
yield  was  6.2%,  double  the  average  of  the  S&P  500. 

Obviously,  there's  a  reason  for  our  success:  A  manageme 
philosophy  steeped  in  common  sense.  Namely,  to  own  busine^ 
es  that  provide  basic  goods  and  essential  services  like  timb 
coal  and  building  materials.  And  then  to  keep  a  firm  eye  on  t< 
bottom  line. 

In  short,  we  are  a  company  run  first  and  foremost  for  t 
benefit  of  our  shareholders. 

It's  a  view,  we  believe,  that's  as  breathtaking  as  any  yoi 
see  in  one  of  our  forests. 

For  a  copy  of  Hanson's  Annual  Report,  call  1-800-8-HANSO 


HANSON 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


Investors  concerned  that  the  second 
half  of  1995  will  bring  a  reversal  of 
this  year's  spectacular  rally  should 
consider  selling  some  of  their  growth 
stocks  and  increasing  their  holdings 
of  defensive  stocks,  including  stocks 
with  strong  dividend-paying  records. 
This  may  mean  paying  some  capital 
gains  taxes,  but  that's  better  than 
losing  a  big  chunk  of  one's  principal 
in  a  nasty  market  correction. 

Forbes  rates  William  Lippman's 
Franklin  Rising  Dividends  mutual 
fund  "A"  in  bear  market  perfor- 
mance. Lippman  looks  for  companies 
with  proven  records  for  increasing 
dividends,  limiting  ratios  of  payouts 
to  earnings,  and  low  debt-to-capital. 
Among  his  core  holdings:  Philip 
Morris,  Monsanto,  Royal  Dutch 
Petroleum  and  upstate  New  York's 
Trustco  Bank,  which  has  had  stellar 
dividend  growth  in  the  past  decade. 
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Some  investors  who  like  to  buy  low- 
priced  stocks  forget  to  look  for  ones  that 
also  make  sense  for  fundamental  reasons. 
The  eight  stocks  below  are  priced  under 
$10  but  sell  for  no  more  than  16  times 
estimated  1995  and  1996  profits.  In 
addition,  these  stocks  have  a  market 
value  of  at  least  $250  million  and  mini- 
mum sales  of  $450  million. 


Shares  under  $10 


Recent 
Company                          price 

12-month 
P/E 

Food  Lion                          6  Vs 

18.0 

Griffon                              8 

9.9 

Interco                              57/8 

10.0 

Intl  Specialty  Prods            8  y4 

16.2 

Reliance  Group  Hlds           6V2 

10.5 

Ryan's  Family  Steak  Hse      7  3/4 

13.6 

Service  Merchandise           A3A 

9.3 

Weirton  Steel                     7 

4.1 

Source:  Market  Guide  via  OneSource  Information  Services 
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The  Barra  All-US  price  index  as  of  6/22/95 

Market  value:  $6,456.8  billion 

P/E:  20.1 

P/E  minus  negative  EPS:  16.9 

Price/book:  2.9 

Yield:  2.2% 
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Closeup  on  the  market 


Index  or  investment 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 

3.3% 

— 1 

20.3  % 

0.0% 

S&P/Barra  Growth  index1 

4.7 

1 

31.2 

0.0 

S&P/Barra  Value  index2 

2.3 
2.9 

20.4 

0.0 

Dow  Jones  industrials 

mm 

24.1 

0.0 

S&P  500 

3.5 
3.0 
6.1 

22.6 

0.0 

NYSE 

■■] 

18.8 

0.0 

Nasdaq 

■■■■1 

34.1 
15.0 

0.0 
0.0 

Amex 

1.3 

■ 

EAFE3 

0.1 

11 

2.8 

-3.6 

CRB  futures  index45 

1.5 

■ 

3.0 

0.1 

-16.5 

-4.6 

-8.2 

-47.3 

GoirJ   (Comexspot) 

0.8 

i 

Yen5(per$US) 

-0.2 
-6.6     | 

i 

Oil   (W  Texas  Intermediate) 

-8.4 

-57.0 

The  best  and  worst  performing  stocks 


Best 

Price 

2-week 
change 

1995 
EPS6 

Worst 

Price 

2-week 
change 

1995 
EPS' 

Cephalon 

183/4 

81% 

$-2.00 

Cor  Therapeutics 
Antec 

91/8 

165/8 

-42%  $-1.56 

Scientific  Technologies 

39  1/4 

70 

0.95 

-29 
-24 

0.65 
0.74 
0.80 

Bolt  Beranek  &  Newman 

28  5/8 

62 

-0.64 

Banyan  Systems 
Medaphis 

137/g 

USAir  Group 

133/8 

45 

-3.16 

25  V2 

-22 

Truck  Components 

15  3/8 

43 

1.91 

Transmedia  Network 

8V8 

-22 

0.56 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Tobacco 

9.4% 

24.1% 

Oilfield  services 

-7.0% 

17.9% 

Air  transport 

8.4 

34.1 

Consumer  durables 

-3.4 

0.0 

Electronics 

7.4 
7.1 
6.9 

44.3 
-11.7 

14.7 

Construction 

-2.7 

13.4 
14.2 
15.3 

Trucking 
Telecomm 

International  oil 

Oil  refining,  distributing 

-2.2 

-2.1 

Note:  Data  for  period  ending  6/22/95.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
growth.  -'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted  index  of  more 
than  1 ,  100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder  Financial  Publishing. 
'Estimate.  Source:  IBES  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions 
in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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S&P  500  P/E*  vs.  Aaa  bonoV 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


Forecasting  the  S&P  500 


*P/E  is  the  recent  price  of  the  S&P  500  divided  by 
estimated  earnings  over  the  next  12  months. 
tActual  and  projected  price-to-coupon  ratio  for 
Moody's  Aaa  corporate  bond  index. 


1.50 


1.00 


0.50 


0.00 


Estimated 
P/E 

17.2 
14.4 
12.6 


%  change 
current  est 
vs.  3  months  ago 

NA 

1.9% 

1.9 


JASONDJ     FMAMJ 
1994  1995 


Year 

1994' 

1995 

1996 

1995  estimates  for  IBES  industry  groups 

Rising  estimates  Falling  estimates 

computer  mfg      ^^         home  building 

airlines  4BK     trucking 

chemicals  steel 

nonferrous  metals  home  furnishings 

forest  products  gas 


Expected 

year-to-year 

EPS  growth 

17% 

20 

14 


Actual. 


■  =VI;M:»^MH;N;M.i 

Of  late,  security  analysts  have  been  in  the  somewhat 
unusual  position  of  scrambling  to  raise — rather  than 
lower — earnings  estimates.  Here's  why:  In  the  first  quar- 
ter of  this  year  55%  of  the  s&P  500  stocks  exceeded  ana- 
lysts' earnings  projections;  only  32%  of  the  companies  fell 
short  of  their  forecasts. 

This  trend  is  unlikely  to  last.  Richard  Pucci,  senior  vice 
president  with  ibes  Inc.,  based  in  New  York,  thinks  that 
the  cooling  off  of  the  economy  in  the  second  quarter  of 


this  year  will  soon  force  analysts  back  to  their  spread- 
sheets. Right  now  Wall  Street's  seers  expect  a  19.6% 
earnings  jump  for  s&P  500  profits  in  1995  to  $37.88 
(before  unusual  items).  But  Pucci  thinks  actual  1995 
results  will  be  below  the  current  forecast  and  predicts  a 
rash  of  downward  revisions  in  the  automotive,  steel  and 
other  cyclical  industries.  The  outlook  is  brighter,  Pucci 
says,  for  technology  stocks,  especially  computer  hard- 
ware and  software  companies. 


Who's  hot 

Greatest  increase  in 

estimates  over  the  past  three  mc 

mths 
P/E 

Company/industry 

1994 
EPS 

1995  EPS  estimate  - 

recent     3-month  change 

3-month 
price  change 

Reason 

Bowater/forest  products 

$-1.16 

$5.67 

93% 

7 

16% 

Higher  pulp  and  paper  prices 

Grand  Casinos/gambling 

1.37 

2.33 

54 

14 

42 

Higher  traffic  in  Mississippi  casinos 

Occidental  Petroleum/energy 
ARCO  Chemical/chemicals 

IBM/computers 

-0.36 
2.80 
4.92 

1.52 
4.83 
9.68 

50 
40 
37 

14 
10 
10 

-2 

3 

17 

Increasing  prices  for  petroleum  and  chemicals 

Rising  sales  and  prices 

Benefits  from  restructuring;  stronger  mainframe  sales 

Who's  not 

Greatest  decrease  in  estimates  o 

1994 
Company/industry                            EPS 

ver  the  past  three  months 

1995  EPS  estimate  - 

recent    3-month  change 

P/E     | 

3-month 
irice  change 

Reason 

Chipcom/computer  network  prods       $1.54 

$1.01 

-50% 

24 

-42% 

IBM  ordering  fewer  components 

Sybase/database  software                    1.39 

0.93 

-49 

30 

-33 

License  revenue  shortfalls 

Antec/fiber  optics                              0.90 
Roadway  Services/trucking                     1.04 
Airborne  Freight/packag    lelivery        1.81 

0.65 
1.56 
1.29 

-43 
-42 
-36 

26 
31 
17 

-31 
1 
3 

Cost  of  investment  in  new  products 
Weak  volume  at  its  Roadway  Express  unit 
Eroding  profit  margins 

Note:  Data  for  period  3/29/95  through      1/95.  NA:  Not  applicable.  NM:  Not  meaningful.  Listed  companies  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall 
Street  consensus  estimates  from  3,    )0  security  analysts  compiled  by  IBES  Inc.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip  Economic  Advisors. 
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Join  in  a  Tribute  to  Our 
Native  American  Cultures. 


The  Smithsonian  Institution's  National 
Museum  of  the  American  Indian  is  the 
first  national  museum  dedicated  to  the 
native  peoples  of  the  Western 
Hemisphere — a  living  museum  that 
will  provide  an  environment  of  learn- 
ing, art,  and  historical  and  contempo- 
rary relevance. 

To  help  call  attention  to  the  initia- 
tives of  the  NMAI,  FORBES  Magazine 
will  publish  a  special  advertising  sup- 
plement in  the  October  16,  1995  issue. 
The  NMAI:  A-  Celebration  of  Native 


A 


American  Cultures  offers  a  valuable 
opportunity  for  Corporate  America  to 
support  the  first  enduring  tribute  to 
the  roots  of  our  nation's  heritage — 
past,  present  and  future. 

Issue  Date:  October  16,  1995 
Closing  Date:  August  7,  1995 

For  more  information,  please  call: 
Susan  Toscani,  Director, 
Special  Section  Sales 
212-620-2269 


Forbes 


% 


NATIONAL  MUSEUM  OF  THE  AMERICAN  INDIAN 
SMITHSONIAN  INSTITUTION 
NATIONAL  CAMPAIGN 


IMUEMiMi 


STREEIWA1KER 


EDITED  BY  THOMAS  JAFFE 


Mood  indigo 

Analyst  Neeraj  Vohra  of  Rich- 
mond's Wheat  First  Butcher  Singer  is 
urging  investors  to  buy  some  stock  in 
Benzion  Landa's  Indigo  N.V.  Indigo 
has  already  made  Landa  a  billionaire 
(see  p.  221),  but  Vohra  predicts  it  will 
make  him  much  richer. 

Landa,  48,  founded  and  through 
family  trusts  owns  70%  of  Indigo  N.V., 
an  $81  million  (sales)  maker  of  digital 
offset  color  printers.  Since  he  took  Indi- 
go (indgf)  public  at  $20  a  share  in 
May  1994,  its  52  million  shares  have 
more  than  doubled,  to  a  recent  $48 
o-t-c — making  the  Landa  stake  worth  a 
cool  $1.7  billion.  Vohra  says  Indigo  is 
headed  up  maybe  another  40%  over  the 
next  year. 

Why  so  bullish  when  Indigo  has 
yet  to  earn  a  profit  and  last  year  lost  61 
cents  a  share?  Its  digital  printers  may 
transform  the  $450  billion  global 
printing  services  industry. 

Most  magazines,  labels  and  bro- 
chures are  produced  using  color  offset 
printing,  by  which  an  image  must 
first  be  transferred  to  a  glass  plate  be- 
fore it's  reproduced.  This  means 
fresh  plates  must  be  prepared  before  a 
new  page  can  be  printed,  an  expen- 
sive process  that  can  take  hours. 

By  contrast  Indigo's  digital  pro- 
cess eliminates  the  need  for  plates, 
making  it  easier,  and  cheaper,  to  do 
short-run  printing. 

Indigo  is  bucking  tough  compet- 
itors like  Xerox,  Kodak  and  Canon. 
But  their  digital  printing  machines 
rely  on  xerography,  which  Vohra  says 
results  in  a  poorer  quality  image. 

Since  Indigo  introduced  its  first 
printer  in  1993,  it  has  sold  287  ma- 
chines, each  for  around  $400,000, 


and  earlier  this  year  introduced  two 
machines  tailored  to  the  packaging 
and  publishing  markets.  Vohra  ex- 
pects Indigo  to  turn  profitable  by 
the  end  of  the  year,  earning  55  cents  a 
share.  He  predicts  profits  will  more 
than  triple,  to  $1.68  a  share,  in  1996, 
and  thinks  Indigo  stock  will  trade 
up  into  the  60s  over  the  next  year. 

Caveat:  With  Indigo  trading  at 
87  times  Vohra's  1995  earnings  esti- 
mate— and  at  a  still-rich  29  times  his 
1996  estimate — the  stock  could  take 
a  nasty  spill  if  Indigo's  earnings 
don't  meet  expectations.  But  Vohra  is 
willing  to  risk  it.  Says  he  of  the  rich 
multiples:  "That's  not  unprecedent- 
ed for  technology  companies." 

Hedge  fund  king  George  Soros 
apparently  agrees.  He  personally  owns 
an  18%  stake  in  Indigo — most  of 
which  cost  him  just  $50  million  in 
1993 — that's  now  worth  over  $400 
million.  Soros  isn't  selling.-RrvA  Atlas 

Discounted  HMOs 

There  have  been  more  than  20 
mergers  among  health  maintenance 
organizations  since  1993.  Expect 
more  takeovers,  says  Gary  Frazier,  a 
health  care  services  analyst  at  C.J. 
Lawrence/Deujsche  Bank  Securities 
Corp.  He  believes  the  industry  will 
have  to  consolidate  further  if  the  com- 
panies are  to  cut  costs,  increase  mar- 
ket share  and  regain  some  control 
over  their  pricing.  "The  trend  to- 
ward regional  HMO  oligopolies  as  a 
result  of  dramatic  industry  consoli- 
dation will  eventually  transfer  some 
pricing  leverage  back  to  the  HMOs," 
says  Frazier,  who  urged  his  clients  to 
buy  selected  hmo  stocks  after  they 
were  bloodied  by  Wall  Street  on  earn- 
ings disappointments  in  mid -April 
(Forbes,  Ju ne  5). 


To  get  a  feel  for  which  companies 
might  be  targets,  Frazier  values  their 
members  at  $1,800  apiece;  this  is 
the  median  price  paid  for  HMO  mem- 
bers during  the  consolidation  wave 
of  the  past  18  months.  Frazier  then 
compares  this  value  with  the 
company's  current  market  capitaliza- 
tion. The  result  gives  him  an  idea  of 
the  company's  discount  from  possible 
takeover  value. 

Using  this  method,  Frazier  fig- 
ures one  of  the  cheapest  of  the  four 
companies  in  the  table  below  is  Los 
Angeles-based  Maxicare  Health 
Plans,  Inc.  Its  300,000  members 
value  the  company  at  $540  million 
($31  per  share),  yet  Wall  Street  val- 
ues the  company  at  $284  million 
( 167/i6  a  share),  an  89%  discount 
from  potential  takeover  value. 

Gloseout  shares 

Retailing  stocks  don't  usually  do 
well  as  the  economy  softens,  but  First 
Manhattan  Co.'s  retailing  analyst 
Steven  Schuster  thinks  he's  found  one 
that  beats  the  trend:  $1.5  billion 
(estimated  1995  sales)  Consolidated 
Stores  Corp.,  the  nation's  largest 
closeout  retailer. 

Based  in  Columbus,  Ohio,  Con- 
solidated carries  over  20,000  brand- 
name  products — from  IBM  personal 
computers  to  General  Mills  cereals. 
Much  of  this  is  manufacturers'  ex- 
cess inventory,  discontinued  mer- 
chandise or  goods  that  went  unsold 
elsewhere.  Consolidated  buys  at  deep 
discounts  and  tries  to  sell  at  near 
original  wholesale  prices.  Gross  mar- 
gins are  generally  around  43%,  near- 
ly double  the  retail  industry  average. 

The  company's  flagship  chain 
consists  of  roughly  500  Odd  Lots  and 
Big  Lots  stores,  mainly  in  the  Mid- 


nsolidation  plays 


Ticker 

Company/headquarters 

Recent 

Market  cap 

HMO 

Est  takeover 

Takeover 

symbol 

price 

($mil) 

members1 

val 

per  share 

premium 

Coventry/Nashville 

14 

$400 

609,700 

$38 

171% 

HOAM 

Healthwise  of  America/Nashville 

241/4 

167 

126,400 

39 

38 

MAXI 

Maxicare  Health  Plans/Los  Angeles 

167/16 

284 

300,000 

31 

89 

PHSV 

Physicians  Health  Services/Trumbull,  Conn 

29 

272 

197,253 

38 

31 

'As  of  Mar.  31. 

Sources:  CJ  Lawrence/De.  >cfte  Bank  Securities  Corp.;  companies. 


With  takeovers 
raging  in  the  HMO 
industry,  these 
four  smaller  firms 
may  be  among 
the  next  targets. 
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west.  It  also  operates  around  150  All 
for  One  stores,  where  merchandise 
goes  for  just  a  buck;  about  30  smaller 
Itzadeal!  stores;  85  Toy  Liquidators 
stores;  and  a  wholesale  toy  division. 

When  Streetwalker  first  wrote  up 
Consolidated  as  a  turnaround  four 
years  ago  (Apr.  15,  1991),  its  nyse- 
listed  stock  (cns)  sold  for  4V4  and  the 
company  had  earned  a  dime  a  share 
in  its  Jan.  31, 1991  fiscal  year.  For  the 
year  ended  this  January,  earnings 
were  $1.15.  Recent  price:  20.  (There 
are  46.8  million  shares.) 

Schuster  expects  Consolidated's 
sales  to  compound  at  1 5%  to  20%  over 
the  next  few  years.  This  year  Chief 
Executive  William  Kelley  will  add  55 
to  60  stores,  a  12%  increase  in 
square  footage,  plus  expand  its  distri- 
bution center.  Schuster  says 
Consolidated's  strong  cash  flow  will 
allow  it  to  finance  this  $65  million 
capital  program  internally. 

Schuster  sees  earnings  com- 
pounding at  better  than  20%  for  the 
next  three  years.  His  estimate  for 
the  Jan.  31, 1996  fiscal  year  is  $1.40  a 
share;  the  following  year,  $1.70. 
Which  makes  this  growth  stock 
darned  cheap,  says  he,  at  just  14 
times  estimated  earnings. 

Strikeout 

Analyst  Timothy  Conder  of  A.G. 
Edwards  &  Sons  has  gone  down 
swinging  on  Rawlings  Sporting 
Goods  Co.,  Inc.,  which  he  recom- 
mended in  Streetwalker  this  winter 
at  14  (Feb.  27). 

Rawlings  (rawl)  was  spun  off  by 
Figgie  International  in  June  1994  at 
$12  a  share.  Baseball-related  prod- 
ucts make  up  about  60%  of  its  $150 
million  in  sales.  Conder  thought  an 
end  to  the  baseball  strike  would  rekin- 
dle interest  in  the  sport's  products 
and  help  Rawlings  reach  19  in  a  year. 

Wrong.  The  strike's  over,  but  in- 
terest in  the  sport  hasn't  fully  revived. 

On  Mar.  17  Rawlings  fell  to  IP/4 
after  it  announced  that  higher  ex- 
penses would  drag  down  margins 
for  the  quarter.  On  May  23  Rawlings 
slumped  further,  to  lOVs,  after  an- 
nouncing profits  for  its  Aug.  31  fiscal 
year  would  be  less  than  expected. 
Recent  price:  9%. 

"The  stock's  dead  money  for 
now,"  Conder  says  today.  M 
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"Surely, 

we  have  a  better  option  than  these!" 
Yes,  you  do. 


Turn  your  excess  inventory  into  a 

tax  break  and  help  send  needy 

kids  to  college. 

Call  for  your  free  guide  to  learn  how 

donating  your  slow  moving  inventory  can 

mean  a  generous  tax  write  off  for  your  company. 

Call  (708)  690-0010 


Post  Office  Box  3021  •  Glen  Ellyn,  IL  60138 
Fax  (708)  690-0565 


Excess  inventory  today.... student  opportunity  tomorrow 
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VIEWPOINT 


Commerzbank's  focus  on  German 
and  European  economic  issues 


Germany's 
stock  exchanges: 
the  strategy  for 
success 


Germany's  stock  exchanges  are  pursuing  an  ambitious  modern- 
ization strategy  in  a  bid  to  overtake  their  European  competi- 
tors. In  a  joint  effort  with  the  government,  the  supervisory 
authorities  and  the  banks,  they  are  increasing  the  appeal  of 
the  country's  securities  markets  for  international  investors  in 
particular.  The  challenges  they  face  include  the  creation  of  an 
efficient  institutional  framework  and  further  steps  eventually  to 
replace  traditional  trading  floors  with  computer-based  systems. 


In  recent  months,  a  series  of 
innovations  have  been  introduced 
in  Germany's  stock-exchange 
system.  At  the  end  of  last  year,  the 
fee  for  admission  to  the  IBIS  elec- 
tronic trading  system  was  lowered 
considerably  and  dealing  hours 
were  extended.  Index  products  and 
other  derivatives  are  now  traded 
from  8  a.m.  to  4  p.m.  GMT  on  the 
DTB  options  and  futures  exchange. 
Parallel  to  this,  the  underlying 
securities  can  be  traded  between 
these  hours  via  IBIS. 


International  presence: 

Alma-Ata,  Amsterdam, 
Antwerp,  Atlanta,  Bangkok, 
Barcelona,  Beijing,  Bombay, 
Bratislava,  Brussels, 
Budapest,  Buenos  Aires, 
Cairo,  Caracas,  Chicago, 
Copenhagen,  Dublin,  Geneva, 
Gibraltar,  Grand  Cayman, 
Hong  Kong,  Istanbul,  Jakarta, 
Johannesburg,  Kiev,  London, 
Los  Angeles,  Luxembourg, 
Madrid,  Manama,  Mexico  City, 
Milan,  Minsk,  Moscow,  New 
York,  Novosibirsk,  Osaka, 
Paris,  Prague,  Rio  de  Janeiro, 
Sao  Paulo,  Seoul,  Shanghai, 
Singapore,  St.  Petersburg, 
Sidney,  Tehran,  Tokyo, 
Toronto,  Warsaw,  Zurich. 


Recent  legal  changes  are 

also  making  Germany's  exchanges 
more  sophisticated.  Last  year's 
Second  Financial  Market  Pro- 


motion Act  considerably  improved 
investor  protection  and  market 
integrity  by  implementing  stricter 
controls,  in  line  with  international 
standards,  to  safeguard  against 
insider  trading.  Self-policing  by 
market  participants  was  replaced 
by  binding  rules.  Furthermore,  a 
watchdog  agency,  the  Federal 
Securities  Trading  Supervisory 
Office,  was  set  up  in  Frankfurt  to 
monitor  market  activity. 


running  rapid  and  efficient  set 
ment  systems.  Traditionally,  set 
ment  takes  only  two  days,  anrj 
some  cases  even  real-time  set 
ment  can  be  offered.  Moreover, 
all-electronic  trading  platforn 
planned  for  the  spot  market 
equities.  This  will  make  it  possi 
to  run  a  central  ledger  and 
order-driven  dealing  system,  h( 
ing  to  bundle  orders  which  ; 
currently  spread  between  all  eig 


Pi 

cai 

is 


Turnover  of  European  options  and  futures  exchanges,  19! 

Number  of  contracts  traded 


LJFFE 

London 

■■■HH^H^^^^^H 

28,090,322 

MATTF 

71,412,731 

Paris 

21,687,502 

DTB 

■mt    25,466,788 

Frankfurt /M. 

33,741,842 

MEFF  R,  V. 

■■■  27,647,280 

Barcelona 

7,772,431 

OM 

■■  16,039,252 

Futures 

Stockholm 

15,954,220 

Options 

SOFFEX 

2,643,917 

Zurich 

25,094,657 

But  other  measures  are  in  the 
pipeline  as  well.  The  DTB  will 
become  more  attractive  thanks  to 
new  products.  Trading  in  currency 
and  long-term  equity  options  is 
planned  before  the  end  of  the  year. 
However,  the  efforts  to  revamp 
Germany's  securities  trading 
system  are  focused  on  improving 
the  institutional  framework.  With 
the  emergence  of  a  single  European 
capital  market,  cooperative  ven- 
tures such  as  that  between  the 
DTB  and  Matif  in  Paris  will  gain 
greater  significance.  For  this  rea- 
son, the  DTB  is  seeking  the  status 
of  an  officially  "recognized  overseas 
investment  exchange"  in  London, 
which  would  facilitate  direct  access 
from  the  UK. 

One  of  the  competitive  advan- 
tages of  German  stock  exchanges  is 
their  considerable  experience  in 


of  the  country's  stock  exchange 
Nonetheless,  roughly  75%  of  Gt 
many's  turnover  in  equities 
already  concentrated  in  Frankfin 

Ultimately,  all  of  the  chang 
are  designed  to  boost  the  efficien 
of  the  German  capital  market 
improving  liquidity  and  cutti; 
transaction  costs.  The  great 
transparency  and  market  integrr 
should  attract  more  institution' 
business  to  German  exchange 
providing  a  welcome  stimulus  i 
the  country's  equity  culture. 


For  more  information 
about  our  banking  and 
financial  services, 
contact  Commerzbank's 
Corporate  Communication' 
Department,  Frankfurt. 
Fax +49  69 13  62 -98  05 
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Promises  that 
can't  be  kept 


BY  STEVE  H.HANKE 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at 
The  Johns  Hopkins 
University  in  Baltimore. 
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"Markets  suffer  from  short-termism." 
How  many  times  have  you  heard  that  old  song? 
Well,  markets  might  not  be  perfect,  but  they 
do  account  for  prospective  benefits  and  costs, 
which  is  more  than  one  can  say  about  the 
political  marketplace.  In  politics,  unlike  in  busi- 
ness, the  practitioners  can  safely  ignore  any- 
thing longer  than  an  election  cycle.  Pass  a  law 
now  and  let  somebody  else  worry  about  its 
long-term  consequences. 

The  Social  Security  system  is  a  classic  case. 
When  the  system's  payroll  tax  was  introduced  in 
1937,  the  combined  tax  rate  for  employers 
and  employees  was  2%  on  the  first  $3,000  of 
earnings — 60  bucks  a  year,  max.  For  those 
retiring  in  the  early  years  of  the  program,  the 
system  generated  a  huge  windfall  and  was  un- 
derstandably popular  among  them. 

Retirees  paid  in  virtually  nothing,  yet  re- 
ceived full  pensions.  All  who  were  of  voting  age 
when  Social  Security  was  introduced  made 
out  like  bandits.  A  typical  male  who  was  2 1  years 
old  in  1937  received  about  45  times  what  he 
paid  in,  calculated  in  present  value  terms,  and  a 
comparable  female  received  about  144  times 
what  she  paid  in.  At  last,  a  free  lunch.  The  public 
loved  it  and  the  politicans  reaped  its  gratitude 
on  election  days. 

That  lunch  is  no  longer  free,  however.  Now 
the  combined  tax  rate  is  15.3%  on  the  first 
$61,200  of  income,  and  those  entering  the 
labor  force  today  will  pay  in  much  more  than  they 
will  take  out  once  their  working  lives  are  over. 

Social  Security  is  only  one  of  many  govern- 
ment programs  based  upon  benefits-now-taxes- 
later  economics.  Professor  Laurence  Kotlikoff 
and  his  associates  have  developed  something 
called  "generational  accounting."  This  useful 
technique  allows  us  to  measure  the  tremendous 
cost  of  this  short-termism  in  politics.  It  allows 
us  to  reorganize  the  government's  budget  data 
to  better  understand  how  the  burden  of  pay- 
ing for  government  programs  is  distributed 
among  living  and  future  generations. 

Generational  accounting  estimates  lifetime 
net  tax  rates  facing  different  generations  under 
current  government  policies.  The  lifetime  net 
tax  rate  is  defined  as  the  total  taxes  paid  over 
one's  lifetime,  less  government  transfers  re- 
ceived, as  a  percentage  of  total  labor  income.  All 
figures  are  calculated  in  present  value  terms. 
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When  we  include  all  levels  of  government, 
we  find  that  lifetime  net  tax  rates  have  steadily 
increased  for  each  succeeding  generation. 
Those  born  in  1920  will  have  a  net  tax  rate  of 
29.1%  over  their  lifetimes.  For  those  born  in 
1940,  1960  and  1980,  the  rates  will  be  31.4%, 
33.5%  and  34.2%,  respectively. 

It  gets  worse.  If  current  government  pro- 
grams remain  unaltered,  the  lifetime  net  tax 
rates  for  generations  born  in  1994  and  there- 
after would  climb  to  84.4%.  That's  what  ordi- 
nary people — not  just  the  "rich" — will  have  to 
pay  to  finance  existing  government  programs,  to 
say  nothing  of  future  ones. 

Not  everybody  understands  government  ac- 
counting, but  everyone  who  pays  taxes  is  aware 
that  he  or  she  is  paying  dearly  today  for  favors 
granted  yesterday  by  the  politicians  to  groups  of 
voters.  This  is  why  the  younger  generations 
are  becoming  restless  and  why  politicians  are 
beginning  to  debate  changes  to  existing  gov- 
ernment programs. 

The  Republican  Congress  has  proposed  to 
balance  the  budget  in  seven  years.  Not  to  be  out- 

If  current  public  programs 
remain  unaltered,  the  lifetime 
net  tax  rates  for  generations 
born  in  1994  and  thereafter 
would  climb  to  84.4%. 


done,  President  Clinton,  against  howls  of  protest 
from  his  Democratic  colleagues  on  Capitol  Hill, 
has  proposed  to  balance  the  books  in  ten  years. 

But  how  serious  is  either  side?  In  my  view, 
not  very.  Let's  take  a  look  at  the  implications  of 
the  Republicans'  "extreme"  cuts.  If  imple- 
mented, the  Republican  budget  plan  would 
only  reduce  future  generations'  lifetime  net 
tax  rate  from  84.4%  to  72.5%. 

Prodded  by  worried  voters,  the  politicans 
are  finally  waking  up  to  the  mess  they  have 
created.  But  their  timid  measures  will  not 
come  close  to  restoring  a  semblance  of  genera- 
tional fiscal  balance.  Yesterday's  politicians 
made  promises  to  the  voters  that  their  succes- 
sors cannot  possibly  redeem.  Indeed,  judg- 
ing by  both  parties'  anemic  budget  cut  propos- 
als, short-termism  still  reigns,  tm 
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WALL  STREET  IRREGULAR 


The  Woolworth 
debacle 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 

of  the  Alexandria,  Va.- 
based  Hulbert 
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that  monitors  the 
performance  of 
investment  advisory 
letters. 


These  stocks 
currently  < 
most  underv 
ued  among  the 
400  blue  chips 
tracked  by  Invest- 
ment Quality 
Trends. 
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Last  year  Woolworth  was  the  highest  recom- 
mendation of  the  popular  Wall  Street  strategy 
that  calls  for  investing  in  the  highest-yielding 
Dow  stocks.  Yet  during  1994  the  stock  plunged 
nearly  30% — in  contrast  to  a  5%  total  return 
for  the  Djl.  This  year,  furthermore,  Woolworth 
has  eliminated  its  dividend  entirely — and  has 
gained  essentially  nothing,  while  the  dji  has 
risen  more  than  20%.  So  much  for  that  simple 
strategy. 

If  high  dividend  yield  is  your  tiling,  there's  a 
safer  way  to  play  it.  You  can  invest  in  stocks  that 
pay  high  dividends  but  only  in  those  that  also 
have  strong  balance  sheets.  An  investment  letter 
that  advocates  this  approach  is  Investment 
Qtiality  Trends,  edited  by  Geraldine  and  Greg- 
ory Weiss.  This  mother-and-son  duo  also  has 
just  published  a  comprehensive  book  on  the 
subject:  The  Dividend  Connection:  How  Divi- 
dends Create  Value  in  the  Stock  Market  (Dear- 
born Financial,  $24.95). 


Low-risk,  high-yielders 


Company 


Recent 
price 


Current 
yield 


Baxter  Intl 

36 

3.2% 

Bergen  Brunswig 

23 

2.1 

Deluxe  Corp 

33 

4.6 

Dun  &  Bradstreet 

54 

4.9 

EG&G 

16 

3.5 

Ennis  Business  Forms 

12 

4.8 

Flightsafety  Intl 

48 

1.0 

Flowers  Inds 

19 

4.4 

John  H  Harland 

23 

4.5 

Ipalco  Enterprises 

32 

6.8 

Lawson  Prods* 

27 

2.0 

Liberty  Corp 

28 

2.5 

Limited 

22 

1.8 

Luby's  Cafeterias 

20 

3.3 

Marsh  Supermarkets* 

12 

3.7 

Pall  Corp 

23 

1.9 

Potomac  Electric  Power 

22 

7.5 

PP&L  Resources 

19 

8.8 

Quaker  Chemical* 

15 

4.1 

Safety-Kleen 

15 

2.3 

Texas  Utilities 

34 

9.0 

'Trades  over-the-counter.  All  others  NYSE. 
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The  Weiss  letter,  while  reducing  risk,  has 
nevertheless  beaten  the  market.  Since  the  begin 
ning  of  1986,  which  is  when  the  Hulbert  Fi- 
nancial Digest  began  monitoring  the  letter,  it 
has  produced  a  13.5%  compound  rate  of  re- 
turn, as  against  13.1%  for  the  Wilshire  5000.  At 
the  same  time  the  letter's  recommended  port- 
folio has  been  17%  less  volatile  than  the  market 
That's  a  winning  combination. 

The  Weisses'  low-risk  approach  to  investing 
was  vindicated  in  the  October  1987  crash.  Dur 
ing  that  508-point  down  day  (equivalent  to  a 
22.6%  decline),  the  49  stocks  on  their  underval- 
ued list  lost  an  average  of  12.9%.  The  Weiss 
stocks  dropped  about  half  as  much  as  the  market 
as  a  whole. 

To  make  the  Weiss  list  a  stock  must  meet  yet 
another  requirement  besides  high  yield  and  a 
strong  balance  sheet.  The  Weisses  reckon  that 
a  stock's  valuation  is  a  function  of  how  its  cur- 
rent dividend  yield  compares  with  the  range  of  i 
its  yields  in  past  years.  If  a  stock's  yield  is  at  or 
near  the  high  end  of  that  range,  then  it's 
undervalued.  It's  overvalued  if  it's  trading  neari 
the  low  end  of  that  range. 

Thus  Woolworth,  though  it  was  yielding  4% 
at  the  start  of  1995  and  was  attractive  to  inves- 
tors who  focused  on  yield  alone,  did  not  make 
the  Weiss  list.  That's  because  the  4%  was  loweri 
than  the  8%  that  Woolworth  had  yielded  at  the< 

If  high  yields  combined 
with  low  volatility  appeals 
to  you,  here's  a  market 
letter  that  offers  both. 


high  end  of  its  historical  range.  That  made  it  a 
no-go  for  the  Weisses — and  protected  their 
followers  from  Woolworth's  dividend  cut. 

Which  stocks  do  the  Weisses  currently  like? 
The  accompanying  table  lists  the  ones  they  rate 
most  undervalued.  All  except  Lawson  Prod- 
ucts, Marsh  Supermarkets  and  Quaker  Chemi- 
cal, which  trade  over-the-counter,  are  listed 
on  the  New  York  Stock  Exchange.  Their  aver- 
age current  yield  is  4.1%,  in  contrast  to  2.4% 
for  the  Dow.  If  you  are  nervous  about  the  stock 
market's  lofty  level  and  want  the  cushion  of 
high  yield  and  relatively  low  volatility,  these 
stocks — and  the  Weiss  approach — have  a  lot 
to  recommend  them.  H 
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FINANCIAL  STRATEGY 

We  are  on 
the  brink 


BY  A.  GARY  SHILLING 


i'i   A.  Gary  Shilling  is 
president  of  A.  Gary 

irkf  Shilling  &  Co.,  eco- 
nomic consultants  and 
investment  advisers. 
His  firm  publishes 
Insight,  a  monthly 
newsletter  covering  the 
business  outlook  and 
investment  strategy. 
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With  May's  job  report  we  have  seen  two 
consecutive  months  of  declining  payroll  em- 
ployment. Except  for  recession-related  peri- 
ods, that  hasn't  occurred  since  the  1950s.  If  this 
further  depresses  consumer  spending,  as  I  sus- 
pect it  will,  the  recession  will  be  a  done  deal. 

Like  past  recessions,  this  one  won't  be 
announced  with  blares  of  bugles.  It  will  an- 
nounce itself  quietly  in  the  form  of  overbuilt 
inventories.  Production  won't  fall  as  fast  as 
sales  initially,  so  unintended  inventories  will 
jump,  and  the  current  modest  inventory  over- 
hang in  autos  and  elsewhere  will  become 
massive  quickly,  and  just  as  unexpectedly  will 
lead  to  big  cutbacks  in  production.  Such 
cuts  are  what  recessions  are  all  about;  more 
than  90%  of  the  average  decline  in  economic 
activity  in  postwar  business  declines  is  inven- 
tory correction. 

Initial  attempts  to  get  rid  of  excess  inven- 
tories only  make  matters  worse.  Production  and 
employment  reductions  frighten  consumers 
into  further  retrenchment.  When  consumers  get 
scared,  watch  out  below.  They  account  for 
about  three-quarters  of  economic  activity. 

But,  you  are  thinking,  how  can  we  have  a 
big  inventory  cycle  with  today's  stringent  inven- 
tory control?  Also,  the  service  sector  has 
grown  in  relation  to  goods  production,  so  in- 
ventories are  a  much  smaller  part  of  economic 
activity  than  earlier.  Don't  be  deceived:  Tighter 
management  of  inventories  and  the  increasing 
role  of  services  have  been  going  on  for  decades, 
yet  inventory  correction  accounted  for  59%  of 
the  1990  recessionary  decline  in  real  GNP.  As  an 
industrial  client  of  ours  put  it,  better  inventory 
control  can  make  us  overconfident,  so  we  make 
bigger  mistakes  faster. 

We  may  already  be  making  this  kind  of 
mistake:  Inventory-to-sales  ratios  for  both 
wholesalers  and  retailers  have  shot  up  recent- 
ly. As  consumer  spending  falls,  these  excesses 
will  intensify  and  back  up  to  manufacturers, 
who  generally  have  little  knowledge  of  their 
customers'  stocks.  More  trouble. 

The  only  missing  ingredient  for  a  recession 
is  a  bear  market  in  U.S.  stocks;  with  rare  excep- 
tions, stocks  fall  before  business  declines.  With 
stocks  seemingly  levitating,  the  end  of  this  non- 
stop bull  market  may  be  at  hand. 

The  recession  probably  will  be  severe  by 
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postwar  standards,  and  long.  Consumers  are 
deep  in  debt  and  facing  recessionary  layoffs  on 
top  of  continuing  restructuring  layoffs.  Defense 
spending  weakness  may  be  augmented  by  cuts 
in  nondefense  federal  spending.  Clinton's  1993 
tax  increase  is  still  being  felt.  The  Mexican 
recession  is  hurting  U.S.  exports. 

My  advice  for  investors?  Buy  bonds.  If  I'm 
right,  the  bond  rally  will  continue  as  inflation 
fears  fade  with  the  recession  and  the  Fed  eases. 
A  recession  stretching  into  an  election  year 
would  curb  Clinton's  zeal  to  reappoint  Alan 
Greenspan  as  Fed  chairman  in  early  1996.  Con- 
sequently, Greenspan  will  do  all  he  can  to 
avoid  one.  In  this  he  will  have  plenty  of  support 
from  his  colleagues  at  the  Fed.  Inflation  hawks 
like  Wayne  Angell  are  gone  from  the  Federal 
Reserve  Board  and  have  been  replaced  by  un- 
employment worriers  like  Alan  Blinder.  As  the 
economy  deteriorates,  look  for  early  and  sig- 
nificant Fed  rate  cuts,  which  can  only  be  good 
for  the  bond  market. 

Greenspan  would  like  to  go  down  as  the 
first  Fed  chairman  who  cooled  the  economy 
without  precipitating  a  recession,  but  the 
odds  of  success  are  small.  With  rate  cuts  in  the 

Watch  the  consumer.  When 
he  retrenches  further,  a 
U.S.  recession  is  in  the  bag. 
Good  news  for  bonds, 
bad  news  for  stocks. 


cards  and  a  recession  looming,  sell  stocks. 
They  have  been  pushed  to  stratospheric  levels 
this  year  by  individual  investors  continuing 
to  pour  money  into  mutual  funds  and  by  the 
weak  dollar's  salutary  effects  on  internation- 
al companies.  But  the  buck  is  headed  up  and 
lower  interest  rates  won't  save  the  market. 
Stocks  always  fall  in  the  early  months  of  a 
recession,  even  as  bond  prices  rise.  In  post- 
war business  slumps,  it  is  six  months  into  the 
recession  and  five  months  before  the  recov- 
ery that  stocks  bottom,  on  average.  The  selloff 
will  be  severe  as  green  mutual  fund  holders 
desert  the  market  in  droves.  I  would  not  be 
surprised  to  see  a  30%  to  40%  bear  market 
reduction  in  U.S.  stock,  prices.  ■■ 
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With  the  stock  market  up  sharply  this  year, 
equity  yields  are  below  3%.  By  comparison,  long 
bonds  seem  attractive,  with  long  Treasurys 
yielding  6.5%.  But  don't  rise  to  the  bait. 

First,  the  yield  curve  is  relatively  flat,  which 
means  you  don't  get  paid  for  taking  on  the  added 
risk  of  much  longer  maturities.  A  3-year  Trea- 
sury yields  5.7%,  while  a  30-year  government 
bond  gets  you  only  about  6.5%.  This  slight 
yield  advantage  is  not  adequate  compensation 
for  the  risks:  When  interest  rates  shot  up  over 
2%  early  last  year,  investors  in  30-year  bonds  lost 
26%  of  their  capital  in  under  two  months. 

The  80-basis-point  difference  between  a  3- 
year  and  a  30-year  bond  is  less  than  $500  a  year 
in  income,  after  taxes,  on  $100,000.  Now 
consider  the  risk.  If  the  economy  is  not  dead  and 
interest  rates  spike  up  again,  by,  say  2%,  you 
would  lose  $25,000  in  paper  value  against  the 
$500  of  extra  income  the  long  bond  pays.  A 
$25,000  potential  loss  against  $500  of  addition- 
al income  is  a  risk-reward  ratio  of  50-to-l 
against  you.  These  are  ridiculous  odds  for  any 
investor,  particularly  one  seeking  safety. 

Investors  tend  to  have  short  memories,  but 
they  would  do  well  to  remember  what  happened 
some  18  months  ago  when  long  bonds  got 
slaughtered,  bankrupting  Orange  County  and 
hammering  a  lot  of  supposedly  smart  speculators 
who  were  using  derivatives  to  make  leveraged  bets 
that  long-term  interest  rates  would  stay  down. 

The  bet  that  we  had  reached  a  permanently 
lower  plateau  of  interest  rates  was  shattered 
within  a  month,  as  inflationary  expectations 
rose  along  with  six  hikes  in  the  Fed's  discount 
rate.  Long- bond  prices  dropped,  with  1994 
hitting  the  record  books  as  the  worst  year  for 
bonds  since  the  late  1920s. 

Lo  and  behold,  interest  rates  are  currently 
within  50  basis  points  of  the  1993  low. 

I  say,  don't  rule  out  another  spike  in  interest 
rates.  True,  we  have  had  a  series  of  encouraging 
economic  indicators  in  the  past  month  or  two: 
slowing  inflation  and  a  downturn  in  capital 
spending,  employment  growth  and  leading 
economic  indicators.  However,  GDP  still  is  ex- 
par  ling  at  an  annual  clip  of  close  to  3%,  which 
is  ne.:  the  high  end  of  what  is  considered  accept- 
able to  keep  prices  and  wages  from  accelerat- 
ing too  Si  irply.  The  history  of  economic  expan- 
sions is  noi   me  of  consistent  growth.  The 
economy  oftc  i  moves  briskly  in  the  initial  recov- 
ery phase,  hiccups  for  several  quarters  and 
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then  accelerates  its  rate  of  gain  again. 

In  short,  I  think  it  is  too  early  to  make  a  big 
bet  that  the  general  direction  of  the  economy  is 
down.  8o,  continue  to  keep  your  bond  matu- 
rities short  for  a  while,  no  more  than  three  to 
four  years.  If  rates  move  up  again,  short  matu- 
rities protect  your  capital  and  give  you  the 
chance  to  capture  the  higher  rates  later. 

What  about  stocks?  Although  markets  are 
on  new  high  ground,  p/e  ratios  are  not  all  that    j 
high  on  rapidly  rising  earnings.  At  about  15 
times  1995  estimates,  the  yardstick  is  in  line  with  Itn 
the  average  p/e  on  the  s&P  500  over  the  45 
years  since  World  War  II. 

!  Ilk  to 
Don't  bet  that  interest  rates 

will  stay  down.  The  stock 

market  is  still  a  better  bet 

than  long  bonds. 
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Here  are  a  number  of  contrarian  stocks  that 
still  look  cheap  at  current  levels. 

Fleet  Financial  (36)  is  one  of  the  country's 
15  largest  bank  holding  companies.  Earnings 
reached  a  record  high  in  1994  and  are  likely  to 
be  up  over  10%  in  the  current  year.  Fleet  trades 
at  a  P/E  of  9  and  yields  an  above-average  4.4%. 

Louisiana-Pacific  (24)  is  one  of  the  largest 
global  lumber  producers.  The  stock  has  been  cut 
in  half  through  a  combination  of  falling  lumber 
prices  and  recent  problems  with  the  environmen- 
tal police.  Given  the  stronger  outlook  for  lum- 
ber and  the  likelihood  of  a  relatively  low-cost 
settlement  of  the  environmental  charges,  the 
stock  appears  cheap  at  a  P/E  of  8  and  yield  of  2.3%. 

Philips  Electronics  (42)  is  Europe's  largest 
electronics  company .>  The  stock  has  been  show- 
ing strong  earnings  recovery  the  past  few  years 
and  should  report  a  better  than  50%  gain  in 
1995.  Cheap  at  a  P/E  of  10  and  a  yield  of  1 .6%. 

Phillips-Van  Heusen  (14)  is  a  manufacturer 
and  retailer  of  men's  shirts  and  sweaters.  The 
stock  is  down  over  50%  from  its  1994  high, 
trades  at  a  P/E  of  12  on  depressed  1995  earnings 
and  yields  1.1%. 

V.F.  Corp.  (52)  is  one  of  the  world's  largest 
public  apparel  companies.  Earnings  have  been 
improving  through  the  current  apparel  down- 
turn, with  new  records  likely  in  1995  and  1996. 
VF  trades  at  a  P/E  of  12  and  yields  2.6%.  H 
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f  you  have  any  interest  in  investing,  even  if  you  already  own  FORBES  Stock  Market 
bourse,  you  will  want  to  own  this  new  thoroughly  updated  edition.  Find  out  about  the 
oals  of  today's  smart  investors  and  how  they  go  about  attaining  them. 

o  begin,  the  Course  deals  with  risk  as  a  prime  concern.  It  describes  the  level  of  risk  attached  to  various  investments  and  guides  you 
awards  your  own  "comfort  level"  of  risk  and  reward.  The  sample  portfolios  for  a  retirement  fund  or  to  fund  a  child's  education  show 
hese  risk/ reward  factors  at  work. 

"hen  there  is  the  issue  of  how  much  time  you  want  to  spend  on  your  investments.  The  Course  offers  a  choice.  The  active  investor 
ttempts  to  beat  the  market  in  a  program  of  buying  low  and  selling  high.  Clearly,  this  requires  closer  attention  than  passive  investing 
/here  stocks  are  bought  and  held  to  allow  dividends  and  appreciation  to  produce  a  return.  The  Course  will  give  you  an  understanding 
if  the  forces  that  drive  the  market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the  factors  affecting  the  prices  of 
ndividual  stocks.  It's  not  complicated  and  it  certainly  puts  you  in  better  control  of  your  investment  decisions. 

fou  can  even  find  out  how  to  make  money  in  a  down  market.  The  Course  devotes  an  entire  section  to  bear  market  investing. 

fcu  can  enjoy  the  Course  as  a  straight  "read  through"  or  refer  to  individual  sections  as  you  need  them.  It  comes  in  a  handsome  sturdy 
inder  with  tabbed  pages  marking  each  of  its  16  sections.  The  text  is  generously  spaced  with  a  blank  page  facing  each  page  of  text  for 
naking  notes. 

PARTIAL  LIST  OF  CONTENTS 

low  to  choose  a  broker  •  Broker  commissions  •  How  to  place  an  order  •  Sources  of  information  •  Market  patterns  (how  to  chart  stock 
narket  movements)  •  Dollar-cost  averaging  •  Buying  on  margin  •  How  to  read  the  tape  •  The  Dow  theory  •  Indexes:  the  Dow,  the 
Russell  2000,  the  Wilshire  5000  •  Bonds  and  preferred  stocks  •  Derivatives  including  options  •  How  to  read  a  company's  financial 
tatement  •  Mutual  funds 

ORDER  NOW 


'J  The  new  FORBES  Stock  Market  Course  is  just  off  the  press.  Make  sure  you  are  among  the  first  to  own  it  by  sending  $89.50  (or  use 
'our  credit  card)  with  the  form  below.  Priced  at  less  than  a  hundred  dollars,  the  Course  costs  far  less  than  investment  courses  at  local 
:olleges  which  can  run  to  four  hundred  dollars  or  more.  Order  now.  Satisfaction  guaranteed  or  money  back. 
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FORBES  STOCK  MARKET  COURSE 
ORDERFORM  AND  GUARANTEE 

Send  me  the  new  edition  of  FORBES  Stock  Market  Course  with  FORBES  80-year  Wall  Chart  of 
Business  and  Security  Trends  and  The  Glossary  of  Investment  Terms  as  a  bonus.  My  payment  of  $89.50 
(or  credit  card  details)  is  enclosed.  If  not  satisfied,  I  may  return  the  Course  within  ten  days  and  receive  a 
full  refund  or  credit. 


NAME 
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ADDRESS. 


CITY . 


STATE 


ZIP. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  EXT  530 

□  Check  for  $89.50  enclosed*      □  Charge  my  credit  card   DAmex  □  Mastercard  □  Visa 
Name: . 


Number: 


Exp.  Date: 


*  Buyers  in  New  York  City  add  8  1/4%  sales  tax-  other  N.Y.,  Ca.  and  111.  as  required  by  law.  g 
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STOCK  TRENDS 


What  the  market 
is  saying 


BY  US2L0  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is 
president  of  Birinyi 
Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


By  the  accounts  I  have  read,  the  principal 
reason  for  the  New  Zealanders'  4-zip  victory  in 
the  America's  Cup  race  was  not  so  much  sailing 
skills  as  it  was  better  boat  design.  The  boat  was 
designed  by  sailors,  and  the  crew  provided  in- 
put and  feedback  on  all  aspects  of  the  endeavor. 

The  American  yachts,  by  contrast,  were 
generally  the  product  of  computers,  techni- 
cians and  naval  architects  working  in  the  lab- 
oratory and  in  a  theoretical  framework.  Theory 
is  not  reality.  As  you  probably  have  heard, 
according  to  aerodynamic  principles,  a  hum- 
mingbird cannot  fly. 

So  it  is  with  investing.  The  cardinal  sin  of 
many  investors  and  investment  theories  is  that 
they  are  developed  away  from  the  market. 
Analysts  research,  consider  and  review  their 
ideas  on  their  computer  screens  and  there 
decide  what  to  do  in  the  stock  market.  What 
they  should  be  doing  is  studying  the  market 
and  deciphering  what  it  says.  The  Kiwi  sailors 
made  their  market  a  critical  ingredient  in  die 
entire  process,  and  instead  of  taking  their  boat 
to  sea  and  hoping  for  the  best,  as  the  Ameri- 
cans did,  they  updated,  tinkered  and  perfected 
until  the  trials  began. 

You  would  be  well  served  to  understand 
that  the  stock  market  is  not  just  a  place  to  buy  or 
sell  stocks.  It  is  also  a  potential  source  of  mar- 
ket input  and  intelligence.  The  great  French 
chefs  first  go  to  the  market  in  the  morning  and 
then  plan  the  menu  around  the  ingredients  that 
look  good  and  fresh.  You,  too,  should  shop 
around  to  see  what  is  happening  in  the  market 
before  you  plan  your  investment  menu. 

One  simple  and  almost  trite  exercise  is  to 
record  daily  the  moves  of  the  market  and  the 
stocks  in  your  portfolio.  If  there  is  a  gain,  use  a 
blue  pencil;  if  a  loss,  a  red  one.  And  do  it  manual- 
ly; downloading  on  a  spreadsheet  doesn't 
count.  At  some  point  certain  patterns  should 
appear.  When  the  market  goes  up  four  days 
out  of  five,  why  do  your  stocks  appear  in  red? 
Or  why  don't  the  stocks  that  your  favorite 
service  recommended  as  near-term  trades  rally 
on  30-point  days? 

There  is  an  abundance  of  other  approaches 
and  techniques  you  can  use  to  understand  the 
market.  Note  I  did  not  say  "predict  the  mar- 
ket"; I  said  understand  it.  If  the  new-high  list 
has  relatively  few  names  on  a  good  day,  it  often 


means  the  market  is  being  selective  and  you 
really  should  focus  on  stock  selection.  But  if 
the  new-high  list  has  a  lot  of  names  on  it  and  th 
market  was  up  only  5  or  6  points,  it  should  tel 
you  that  you  should  pay  more  attention  to  the 
market  itself  than  to  stock  selection. 

If  you  are  going  to  buy  just  one  or  two 
stocks,  it  is  still  important  to  study  market  actioi 
in  those  stocks  and  not  just  buy  or  sell  on 
fundamentals.  Get  your  broker  to  provide  som 
intraday  charts  ( most  of  the  modern  quote 
terminals  have  them)  and  see  if  the  volume  is 
taking  place  when  the  stock  is  rising  or  when  hi 
is  falling.  You  need  to  know  more  about  a  stoci 
than  just  whether  it  went  up  or  down  on  a 
particular  day.  I  have  seen  instances  when  trad 
ers  have  bought  800  or  1,000  shares  right  at 
the  close  so  the  stock  appears  to  have  had  a 
better  day  than  it  did. 

Okay,  so  what  is  the  stock  market  saying  to 
me  right  now?  I  am  getting  mixed  signals.  In  m; 
last  column  I  suggested  that  you  should  be 
worried  if  there  is  a  magazine  cover  about  the 
market.  So  Forbes'  editors  accidentally  ac- 
commodated me  and  put  such  a  story  on  the 
very  same  issue.  That  tells  me  the  market  is 
getting  high.  I  am  not  sure  whether  this  is  the 
seventh  or  the  eighth  inning  of  this  market, 
but  I  am  certain  it's  not  the  first  or  second.  To 
stay  with  this  baseball  metaphor  for  a  mo- 
ment: Is  it  too  late  to  buy  a  ticket  to  watch 
what's  left  of  the  game?  I  think  it  is. 

If  the  stock  market  were 
baseball,  I  would  say  that 
the  game  is  in  the 
seventh  or  eighth  inning. 


It  is  probably  too  late  to  buy  the  stocks  I 
have  recommended  here  with  numbing  regu- 
larity: Texas  Instruments  ( 142),  Intel  (66), 
Compaq  (45).  I  wouldn't  buy  them  now.  Ifyoil 
absolutely  must  participate  in  the  final  in- 
nings, consider  instead  the  regional  telephone 
operating  companies.  They  represent  a  tech- 
nology play  and  also  provide  some  handsome 
yields.  My  personal  favorites  are  SBC  Commu- 
nications (47),  BellSouth  Corp.  (64),  BellAtlan 
tic  (58)  and  Nynex  ( 42 ) .  H 
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University  of  Texas  freshmen  were 
anging  out  at  the  student  union,  he  was  back  at  the  dorm.  Hatching 


lans  for  an  all  out  assault  on  the  powerful  computer  industry.  His  strategy 
/as  shockingly  simple.  Yet  revolutionary  at  the  time.  Cut  out  the  high 
need  dealers.  Sell  customized  PCs  directly  to  the  people.  At  prices  well 
elow  retail.  With  $1,000  in  savings  he  formed  Dell  Computer  in  1984. 
bday,  it's  a  $3  billion  global  business.  And  he's  the  longest  tenured 

IEO  in  the  PC  industry.  At  the  ripe  old  age  of  thirty.  Michael  Dell 
orrowed  his  first  copy  of  Forbes  from  his  mother  in  1978. 
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"Ships  at  Sunrise"  by  Fitz  Hugh  Lane 

Brought  a  record  $910,000  at  Sotheby's  last  year 


EDITED  BY  WILLIAM  G.  FLANAGAN 


A  clipper  ship 
over  the  mantle 


Marine  paintings  aren't  for  everybody,  but  collecting 
them  is  a  pleasant  way  to  mix  history  and  art. 


By  Ann  E.  Berman 

During  the  19th  and  early  20th  cen- 
turies, the  U.S.  was  steadily  gaining  as 
a  maritime  power.  Skilled  artists 
found  a  ready  market  for  paintings  of 
passenger  and  merchant  ships,  naval 
battles  and  yacht  races.  Rare  was  the 
shipowner  or  captain  who  failed  to 
commission  a  portrait  of  his  vessel. 

Collectors  of  these  marine  paint- 
ings represent  a  special  niche  in  the  art 
market.  A  majority  of  the  collectors 
are  male  and  live  in  the  northeastern 
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U.S.  "It's  sort  of  a  guy  thing,"  says 
New  York  marine  painting  dealer  Bry- 
an Oliphant.  "There  is  a  mechanical 
element  to  it." 

Technically,  any  view  of  the  sea 
qualifies  as  a  "marine  painting,"  but 
crashing  waves,  beaches  and  rocky 
shores  are  not  what  the  true  marine 
collector  craves.  It  is  the  ships  that 
fascinate  him:  yacht  races,  port  scenes 
with  pilot  boats  or  tugs,  naval  battles 
with  smoke  rising  from  cannons,  mid- 


ocean  views  of  passenger  ships  in  ful 
sail  or  foundering  in  heavy  seas.  "I  sel 
romance,"  says  Oliphant.  "Thesi 
paintings  tell  a  story." 

Some  collectors  are  maritime  histo 
ry  buffs  who  crave  pinpoint  accuraq 
in  rigging  and  construction.  "The; 
like  to  get  out  the  magnifying  glas. 
and  look  for  the  whites  of  the  crew': 
eyes,"  says  James  Marenakos  o 
Quester  Gallery  in  Stonington,  Conn 
Others  are  sailors  or  grew  up  arounc 
the  sea  and  like  to  be  surrounded  witi 
reminders  of  the  past.  And  every  deal 
er  has  buyers  who  simply  want  the 
"old  money"  look  of  a  clipper  shir, 
painting  over  the  fireplace. 

Holland  and  England  were  the 
great  sea  powers  of  the  17th  and  18th 
centuries,  and  their  marine  painter: 
influenced  many  early  American  art- 
ists. But  Americans  developed  theii 
own  stvles.  Earlv  American  painters 
like  Thomas  Birch  (1779-1851)  and 
Robert  Salmon  (1775-1845)  influ- 
enced some  of  the  biggest  names  in 
the  field,  Fitz  Hugh  Lane  (1804-65). 
James  E.  Buttersworth  (1817-94) 
and  William  Bradford  (1823-92). 

But  some  American  marine  paint- 
ings were  not  painted  by  Americans  at 
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"Steel  Fields" 
by  an  anonymous 
Chinese  artist. 
Cost:  $15,000 
China  Trade 
ship  portraits 
are  still 
underpriced. 


11.  Foreign  painters  did  a  lively  trade 
or  the  American  market.  Liverpool 
chool  artists  Samuel  Walters  (1811- 
52)  and  Duncan  McFarlane  (1818- 
>5)  painted  active  port  views  and  ship 
)ortraits,  while  Mediterranean  artists 
ike  the  Roux  family  (Antoine  Sr., 


Antoine  Jr.,  Francois,  Frederic)  pro- 
duced static,  but  attractive  and  deco- 
rative broadside  (sideview)  ship  por- 
traits in  watercolor.  China  Trade 
paintings,  executed  in  a  pleasing  hy- 
brid of  Eastern  and  Western  styles,  by 
native  artists  are  yet  another  choice 


for  collectors. 

The  War  of  1812  produced  the 
most  collectible  naval  warfare  paint- 
ings. Somehow  collectors  find  less 
appeal  in  Civil  War  portraits  of  iron- 
clad vessels  blasting  each  other.  After 
the  Civil  War,  artists  found  a  ready 


\rmed  merchantman  on  Mersey  River  in  Liverpool,  by  Robert  Salmon 
*ort  views  are  currently  among  the  most  popular  ship  portraits. 
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COLLECTORS 

market  in  the  yachting  boom  that 
swept  the  country,  led  by  the  likes  of 
J. P.  Morgan.  James  E.  Buttersworth 
painted  eight  of  the  America's  Cup 
races  held  between  1870  and  1893, 
creating  a  number  of  exciting  can- 
vases around  each  race.  A.  Carey 
Smith  (1837-1911)  and  Edward 
Moran  (1829-1901)  also  painted 
America's  Cup  races. 

Other  major  names  are  James  Bard 
(1815-97),  who  painted  stylized 
broadside  portraits  popular  with  ma- 
rine and  folk  art  collectors  alike,  and 
Antonio  Jacobsen  (1850-1921),  who 
produced  wonderful  ship  portraits  in 
his  early  years  and  then  sadly  turned 
out  formulaic,  broadside  potboilers. 

As  in  any  other  collectible  market, 
there  are  cycles.  "'Fifteen  years  ago 
clipper  ships  were  the  big  interest," 
says  Donald  Kiernan,  who  along  with 
his  brother  Russell  runs  Marine  Arts 
Gallery  in  Salem,  Mass.  "Now  Ameri- 
ca's Cup  racing  and  port  scenes  are  the 
two  dominant  areas  of  the  market." 
Butterswoith's  America's  Cup  pic- 
tures sell  for  $25,000  to  $250,000. 

Prices  for  port  scenes  vary  widely. 
Last  year  "Ships  at  Sunrise"  by  Fitz 
Hugh   Lane   brought   $910,000   at 


Sotheby's,  a  record  for  the  artist.  In 
May  of  this  year  another  Lane,  "Bos- 
ton Harbor,"  sold  for  $211,500  to 
Richard  Manoogian,  chief  executive 
of  Masco  Corp.  and  a  leading  collec- 
tor of  American  art.  Because  Lane 
tends  to  appeal  to  nonmarine  collec- 
tors as  well,  prices  for  his  work  are 
among  the  highest  in  the  field. 

A  harbor  view  by  a  Liverpool 
School  artist  like  Samuel  Walters 
might  be  more  like  $75,000.  Prices 
depend  on  artist,  size,  date,  condi- 
tion, rarity,  importance  of  location  or 
vessel — and  that  ineffable  component 
known  as  "quality." 

Ships  and  their  ports  of  call  are  a  big 
draw  for  marine  collector  Richard 
Barry,  vice  chairman  of  Landmark 
Communications,  which  owns  news- 
papers and  TV  stations.  "We  live  on 
Hampton  Roads  at  Norfolk  Harbor, 
where  ships  have  been  going  in  and 
out  for  400  years,"  he  says.  "I  collect 
paintings  of  ships  that  called  at  this 
port  like  'The  Clipper  Ship  Spitfire'  by 
Fitz  Hugh  Lane.  History  is  very  im- 
portant to  me.  Sometimes  it  takes 
years  to  get  the  story  on  a  particular 
ship,  but  it's  fun  trying." 

Barry  especially  likes  Buttersworth 


for  the  action  he  conveys:  "He's  di 
matic — even  melodramatic,  all  the 
storm  clouds  and  ominous  waves.'' 

While  top  works  by  the  bigg< 
names  fetch  in  the  high  six  figun 
there  was  a  lot  of  marine  art  turn 
out  and  much  is  still  affordable. 

"You  can  get  something  nice  f 
$5,000  to  $7,000,"  says  Terran 
Geaghan,  a  dealer  in  Woolwich,  JVi 
"For  $15,000  you  can  buy  somethi] 
really  good."  Donald  Kiernan  su 
gests  collectors  look  at  China  Tra< 
ship  portraits:  "They  are  still  undt 
priced  at  $12,000  to  $20,000." 

Geaghan  recommends  that  woul 
be  collectors  educate  their  eye  befo 
jumping  in:  "To  get  to  know  the  re 
stuff,  go  to  museums."  You  can  S' 
good  American  marine  painting 
New  York's  South  Street  Seaport  M 
seum,  which  houses  the  collectic 
once  amassed  by  Seamen's  Bank  f 
Savings;  the  Mystic  Seaport  Museu: 
in  Connecticut;  the  Mariners'  Mus- 
um  in  Newport  News,  Va.;  and  tl 
Maine  Maritime  Museum  in  Bath. 

Art  historian  John  Wilmerding  h 
written  a  good  general  reference  boo< 
American  Marine  Painting  (Harp 
N.Abrams,  $45). 
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"America's  Cup 
Race,  1860" 
James  E. 
Buttersworth 
painted  eight 
America's  Cup 
races  held 
between  1870 
and  1893. 
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An  hour 

of  Thalasso 

therapy  will 

convince  you 

that  life 

does   indeed 

spring  from 

the  sea. 


^HALASSO,  from  thalassa,  the 
Greek  word  for  sea.  Literally,  sea-therapy. 
At  Ihilani  Resort  &  Spa,  it  is  a  means  by 
which  nirvana  can  be  approached  through 
the  medium  of  warmed  Hawaiian  sea- 
water,  pulsing  against  one's  body. 

It  is  not,  however,  the  only  means.  We  also  offer  a  full  complement  of  spa  treatments.  Roman 
Pools.  Grand  Jets.  And  Shiatsu,  among  others.  What  makes  these  unique  is  our  use  of  the  purest  local 
ingredients.  Like  Hawaiian  salt  in  our  Loofah  Scrubs  and  various  seaweeds  in  our  herbal  wraps. 

Hawaii's  bounty  also  finds  its  way  into  each  of  our  five  restaurants,  resulting  in  a  cuisine  that 
is  unique  in  all  the  world. 

So  in  the  event  you  should  feel  the  need  for  a  little 
stimulation,  we  hope  that  Ihilani  Resort  &  Spa  is  the  first 


On  our  Ted  Robinson-designed  golf  course,  it's  not  what  springs 

out  of  the  water  that  should  concern  you,  but  rather,  what  can 

spring  into  it.  After  all,  with  a  series  of  ponds,  pools  and  waterfalls 

strewn  about  our  championship  course,  an  aquatic  encounter  is 
\certamly  possible.  Which  is  why  we  offer  a  range  of  other  activities. 
So  whether  it's  tennis  or  traditional  hula,  there's  always  something 
pleasurable  in  which  to  immerse  yourself. 


and  only  place  that  springs  to  mind.  v 4^ 

IT 
Ihilani 


For  reservations  and  information,  call  your 
travel  agent  or  call  us  direct  at  800-626-4446. 
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CAREERS 


Staying  on  the 
learning  curve 

Kevin-john  Mclntyre  kept  changing  careers. 
And  then  it  all  came  together  for  him. 
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By  Andrew  Tanzer 

Selling  U.S.  entertainment  and  edu- 
cational material  in  Asia  is  not  the  job 
for  everyone.  It  requires  the  com- 
bined skills  of  an  intellectual,  a  diplo- 
mat and  a  technician.  Kevin-john  Mc- 
lntyre, 51,  Hong  Kong-based  vice 
president  of  the  Discovery  Channel- 
Asia,  somehow  manages  to  fill  the  bill. 
"It's  almost  as  if  this  job  and  I  found 
each  other,  like  there's  a  hidden  logic 
in  my  career,"  he  says.  "All  the 
strands  of  my  adult  working  environ- 
ment have  converged." 

He  was  a  long  time  preparing  for 
his  current  career.  Born  in  New  York 
City,  Mclntyre  spent  much  of  his 
childhood  in  Europe,  where  his  step- 
father worked  for  insurance  giant  aig. 
After  earning  a  Ph.D.  from  Syracuse 
University  in  political  economy,  he 
taught  economic  history,  political 
thought  and  philosophy  at  the  Uni- 
versity of  Texas  and  the  University  of 
Virginia.  To  satisfy  a  "sense  of  adven- 
ture" and  a  lust  for  travel,  he  quit 
academia  and  entered  the  U.S.  For- 
eign Service,  where  he  worked  mainly 
in  Latin  America. 

But  he  couldn't  seem  to  find  his 
niche.  He  quit  the  State  Department 
in  1981,  at  37,  and  went  to  work  for 
National  Forge  Co.,  a  privately  held 
Warren,  Pa. -based  manufacturer  of 
high-tech  components  for  infrastruc- 
ture projects  like  power  stations.  With 
his  international  background,  he  rose 
to  director  of  international  sales  for  the 
company,  gaining  practical  experience 
in  negotiating  foreign  contracts  and 
developing  programs  to  transfer  man- 
ufacturing technology  to  third-world 
customers.  In  1987  he  moved  to 
Hong  Kong  to  be  at  the  heart  of  his 
firm's  strongest  overseas  market. 
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Out  of  the  blue,  in  1990,  came  a  call 
from  Richard  Li,  the  son  of  Hong 
Kong  megabillionaire  Li  Ka-shing  (see 
p.  156).  Mclntyre's  next-door  neigh- 
bor had  passed  the  American's  resume 
to  an  executive  in  the  Li  empire.  The 
younger  Li  was  starting  the  pan-Asian 
satellite  network  called  star  TV. 


Mclntyre  knew  nothing  about  tele- 
vision or  satellites.  But  he  did  have 
marketing  experience  in  nearly  all  of 
the  50-odd  countries  in  the  satellite's 
footprint.  Mclntyre  joined  star  in 
1990  and  ran  network  development 
and  distribution.  He  also  got  a  crash 
course  in  things  like  digital  compres- 


1th  its 


pes  n 
compre; 
P 
tons 
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sion  technology. 

What  brought  him  to  Discovery  was 
this:  Satellite  broadcasting  touched  off 
an  explosion  of  cable  TV  entrepreneur- 
ism  in  Asia  by  people  who  figured  out 
how  to  capture  the  signal,  then  trans- 
mit it  to  homes  over  local  cables.  Thus 
the  ultimate  consumers  didn't  need  to 
buy  dishes.  This  created  distribution 
Dpportunities  for  encrypted  program 
suppliers  like  Discovery. 

To  exploit  the  opportunity,  Discov- 
ery (whose  chief  shareholders  are  TCI, 
Cox  Cable  and  Newhouse  Broadcast- 
iig)  hired  Mclntyre  last  summer.  The 
hundreds  of  new  cable  systems  would 
oe  hungry  for  material  to  broadcast. 
With  its  mix  of  history,  science,  world 
cultures,  nature  and  adventure  pro- 
gramming, Discovery  had  what  the 
cables  needed.  Discovery  would  use 
compression  technology  to  beam  lan- 
guage- and  advertising-customized 
versions  of  the  same  video  to  many 
countries  from  a  single  satellite  tran- 


Discovery 
Channel's  Kevin- 
john  Mclntyre  and 
typical  programs 
"This  is  not  rap 
music,  sex, 
sitcoms  or 

violence 

It's  the  best 
of  Western 
culture." 


sponder.  With  his  various  skills,  Mcln- 
tyre was  the  man  to  move  the  material. 
Discovery  hired  him  away  from  star. 
"This  is  not  rap  music,  sex,  sitcoms  or 
violence,"  says  Mclntyre.  "It's  an  edu- 
cational product,  bringing  the  best  of 
Western  culture  and  a  window  on  the 
world  to  people  who  may  not  even 
have  access  to  textbooks." 

In  less  than  a  year  Mclntyre  has 
worked  the  encrypted  channel  into 
over  3  million  Asian  households,  a 
figure  he's  confident  will  more  than 
double  in  the  next  few  years.  Mclntyre 
says  his  highly  conservative  forecast  is 
that  the  number  of  TV  households  in 
Asia  will  multiply  from  290  million  in 
1995  to  616  million  in  2005,  multi- 
channel homes  (principally  pay  TV) 
from  62  million  to  216  million. 

Gaining  a  piece  of  this  for  Discov- 
ery will  take  all  the  various  skills  Mc- 
lntyre has  developed  over  the  years. 
In  India,  where  more  than  50,000 
cable  operators  have  sprouted,  Parlia- 


ment debated  whether  to  zap  foreign 
satellites  with  a  laser  beam  to  protect 
their  own  broadcasters.  He  must  deal 
with  that.  Hong  Kong's  lone  cable 
operator  wants  your  program  content 
but  not  your  brand — and  he  wants  to 
compete  with  you.  Malaysia  permits 
ads,  but  only  with  Malaysian  actors. 
Korean  broadcast  regulators  mouth 
the  familiar  rhetoric  of  cultural  inva- 
sion as  a  smokescreen  for  good  old 
protectionism.  A  tough  challenge, 
dealing  with  all  these  obstacles,  but 
little  that  Mclntyre  hasn't  faced  in  his 
earlier  careers. 

Does  Mclntyre  have  any  advice  for 
footloose  people  who  can't  quite  de- 
cide what  to  do  with  their  lives?  He 
recalls  the  advice  of  W.H.  Auden,  the 
British  writer,  at  a  college  commence- 
ment address:  when  faced  with  choices, 
choose  the  odd.  "I've  always  sought 
out  and  embraced  new  challenges," 
Mclntyre  says.  "It's  kept  me  vibrant 
and  on  a  constant  learning  curve."  WM 
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PERSONAL  AFFAIRS 


Amateur's 
heaven 


Want  to  own  a  world  record  for  fishing?  Try  a  fly  rod  in 
the  waters  off  New  England. 


By  David  C.  Churbuck 

Most  saltwater-fishing  records  fo- 
cus on  size.  But  a  new  generation  of 
anglers,  using  fly  rods,  use  different 
criteria.  The  size  of  the  fish  isn't  as 
important  as  the  gear  it's  caught  on. 

"Without  a  doubt  saltwater  fly- 
fishing and  light-tackle  angling  are 
the  fastest-growing  segment  of  the 
sport,"  says  Jim  Brown,  assistant  to 
the  president  of  the  International 
Game  Fish  Association,  in  Pompano 
Beach,  Fla. 

When  you  cast  a  fly  upon  saltwater, 
you  don't  need  superexpensive  gear, 
or  a  six-figure  boat.  You  do  need  skill, 
of  course,  and  luck.  It  helps  being 
around  when  the  big  ones  are  biting. 

Nowhere  is  saltwater  game  fishing 
taken  more  seriously  than  on  Mar- 
tha's Vineyard,  and  this  year,  the  50th 
anniversary  of  the  famous  Martha's 
Vineyard  Striped  Bass  and  Bluefish 
Derby,  is  turning  into  the  year  of  the 
fly  rod.  Thirteen  world 
sportfishing  records  were 
set  on  and  off  its  shores. 
Included  among  the  rec- 
ords were  such  species  as 
Spanish  mackerel,  blue 
shark  and  Atlantic  bonito. 
Three  of  seven  fly-fishing 
records  for  bluefish  were 
established  on  the  island. 

One  morning  in  June, 
when  the  bluefish  were 
running,  we  took  a  small 
boat  to  the  east  beach  of 
Chappaquiddick.  With  us 
were  two  noted  local  an- 
glers, both  douMe-record 
holders  for  borate;,  Kib 
Bramhall  and  Leslie  Smith. 

Bramhall,  onetime  staff- 
er of  SaltW ater  Sportsman, 
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yanked  a  record  striped  bass  from  the 
beach  14  years  ago,  during  the  annual 
derby.  He  recalled  that  at  about  dawn 
on  Oct.  16, 1981,  the  wind  had  shift- 
ed to  the  northeast  and  ruined  the 
fishing  for  every  right-handed  caster 
on  the  beach.  But  Bramhall,  a  land- 
scape artist,  had  taught  himself  how 
to  cast  left-handed,  and  did  so,  using  a 
yellow  fly  called  Lefty's  Deceiver. 

He  hooked  into  the  fish  of  a  life- 
time, which  began  to  run  with  the  fly 
toward  deeper  water.  Twenty  min- 
utes later,  Bramhall  beached  his  42- 
pound,  14  ounce  striped  bass.  He  not 
only  won  the-  1981  derby's  fly-rod 
competition,  he  also  set  a  new  record 
for  stripers  caught  with  a  fly  rod  using 
a  12-pound  tippet,  or  leader. 

In  1982  Bramhall  lost  his  record. 
Not  to  another  angler,  but  to  a  deci- 
sion by  the  igfa  to  eliminate  the  10- 
pound  tippet  class  and  replace  it  with 


Angler  Daniel  Bryant  caught  this  striper  on  a  tly 

The  Vineyard's  annual  derby  lures  fly  fishermen  from  all  over. 


a  12-pound  category.  One  year  later 
Bramhall  was  back  in  the  books  witlt 
bonito,  a  small  tuna  that  arrives  I 
fast-moving  schools  in  Vineyard  wa 
ters  beginning  in  July. 

Smith,  the  only  full-time  woman 
fishing  guide  on  the  island,  holds  tw< 
records  for  bonito,  a  10-pound,  ! 
ounce    fish    taken    on   4r 
pound  test,  and  a  9 -pound 
6-ounce  fish  taken  on  12. 
pound    test.    Both    wen 
caught  in  the  fall  of  1993. 
The  igfa  approves  ano 
publishes  records  for  fresl 
and  saltwater  fish.  The  rule' 
for  catching  a  record  on 
fly   rod    are    simple.    Th 
catch  must  be  made  unas 
sisted.  The  leader  and  a  sec 
tion  of  the  fly-line  and  th 
fly  must  accompany  a  pho 
tograph  of  the  fish  alonj 
with  testaments  from  wit 
nesses  as  to  its  weight  an< 
length.      Bramhall,     wh( 
caught   his   record   alone 
was  asked  to  provide  char 
acter  references. 
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Leslie  Smith 

shows  fly-casting 

form. 

BELOW: 

A  nice  bluef  ish 

for  her  efforts. 
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A  world-record  fish  does  not  have 
to  be  killed  to  put  an  angler  into  the 
record  books.  A  fish  may  be  caught, 
weighed,  photographed  and  released. 
What's  to  keep  a  dishonest  angler 
from  catching  a  big  fish  on  a  piece  of 
bait  and  then  claiming  he  caught  it  on 
a  fly  rod?  Nothing,  say  Bramhall  and 


Smith,  reminding  us  that  fishermen 
have  a  tendency  to  let  their  imagina- 
tions get  in  the  way  of  the  truth. 

Because  the  popularity  of  saltwater 
fly-fishing  is  such  a  relatively  new 
phenomenon,  several  records  look  es- 
pecially tempting,  particularly  for  the 
20-pound  tippet  class,  where  the  rec- 
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ord  for  bluefish  is  16  pounds,  9 
ounces.  Yet  the  record  for  the  8- 
pound  tippet,  a  far  more  difficult 
class,  is  heavier:  18  pounds,  6  ounces. 
For  bonito,  the  16-pound  class  is  still 
unclaimed.  Last  year  the  igfa  reinstat- 
ed the  6-pound  tippet  class,  a  light 
category  with  few  fish  listed.  Be  the 
first  to  submit  a  valid  entry  for  those 
slots,  and  you  may  find  a — tempo- 
rary— place  in  the  record  books. 

While  many  anglers  set  out  for  fish 
with  the  intention  of  breaking  a  world 
record,  Bramhall  says  he  caught  his 
record  almost  by  accident.  "People 
spend  years  chasing  a  record,"  says 
Bramhall.  "Others  catch  them  com- 
pletely by  chance." 

At  Martha's  Vineyard,  June 
through  October  are  the  months 
most  likely  to  produce  a  record  break- 
er. The  months  to  fish  bonito  and 
false  albacore  are  August,  September 
and  October.  Casting  to  these  speedy 
fish  can  be  a  maddening  exercise,  but 
once  hooked  and  running  they  are 
true  members  of  the  tuna  family,  the 
fastest  fish  in  the  sea. 

Bluefish  and  striped  bass  start  ap- 
pearing in  May,  but  are  at  their  big- 
gest in  the  early  autumn  as  they  fatten 
up  before  migrating  to  the  south. 

Fishing  from  a  boat  is  the  best  way 
to  nail  a  tiny  tuna,  says  Smith,  because 
the  schools  move  from  one  spot  to 
another  so  quickly.  The  most  impor- 
tant IGFA  fly-fishing  rule  for  boat  fish- 
ing is  that  the  boat  must  be  out  of  gear 
during  the  fight. 

A  $25  annual  membership  dona- 
tion to  the  IGFA  includes  a  list  of  all 
records,  and  also  allows  you  to  have 
your  own  scale  certified.  Scale  certifi- 
cation is  popular  among  light- tackle 
fishermen  who  want  to  weigh  and 
release  their  catch. 

If  you  want  to  get  started  in  saltwa- 
ter fly-fishing,  plan  on  dropping 
about  $500  for  a  rod,  flies,  waders  and 
miscellaneous  tackle.  All  useless  un- 
less you  know  how  to  fly- cast. 

Orvis  Co.  Inc.,  a  leading  supplier  of 
fly-fishing  equipment,  conducts  2V&- 
day  saltwater  fly-fishing  sessions  on 
Cape  Cod,  at  its  Fishing  the  Cape 
dealership  (800-235-9763)  in  East 
Harwich.  The  cost  of  the  summer 
class  is  $395  and  includes  use  of  Orvis 
tackle,  some  classroom  time  as  well  as 
hands-on  training  on  the  beaches  and 
waters  of  Chatham,  Mass.  ■■ 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICES^ 


Receive  Value  Line 
for  only  JS^  $55 


An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 

recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  for]$65$55.  Available  only  once  every  three  years  to 

any  household.   SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS 

Third  Edition  (retail  price,  $10.95)— 537  pages  filled  with  over  3,000 

definitions  of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and 

more.  (Available  while  supplies  last.)  Your  subscription  to  Value  line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along 

with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-DepI.  316C17)  American  Express.  MasterCard  or  Visa.  24  hours  a  day. 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  (or  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey' 

PO  Box  3988  New  York. 

NY  10008-3988 


BUSINESS  OPPORTUNITIES 


"They  Laughed 

When  I  Told 

Them  I  Could 

Make  $150,000 

a  Year  as  a 
Consultant..." 

My  friends  all  said,  "A  consult- 
ant in  what?"  But  now  I'm  get- 
ting the  last  laugh  as  I  make  any- 
where from  $10,000  to  $50,000 
on  each  client  with  my  own  con- 
sulting business. 
I  offer  two  unique  niche  services 
that  every  company  needs,  but 
best  of  all,  I  do  it  on  a  no-risk  con- 
tingency basis.  Needless  to  say, 
that  attracts  far  more  clients  than 
I  can  handle. 

A  very  limited  number  of 
people  throughout  the  country  are 
now  being  trained  to  do  the  same 
thing  in  their  own  areas,  and  a 
personal  computer,  fax  machine, 
good  communications  skills,  and 
about  $12,000  in  start-up  capital 
are  all  that's  required. 

If  you  think  you  qualify  and 
would  like  the  full  particulars,  call 
1-800-660-0330,  Toll  Free,  Mon- 
Fri,  8:30  am  to  5:30  pm,  CST.  No 
obligation,  of  course. 


INVESTMENT  BOOKS 


Call  for  a  FREE  catalog 
of  our  investment  books 

1-800-871-2665 


iff*** 


"Fisher  brings 
market  history 
to  life  with  one 
fascinating  tale 
after  another. " 

■  Norman  Fosback 


by  Kenneth  L  Fisher 


Bl,  Business  Classics,  Inc. 


FRANCHISE  CONSULTING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

Francorp® 

Speciafists  in  Franchise  Development       FB 
tew  vpch »  Chcago  .  Los  ftorjetes  *  Maples  FL.MwcoCtty.SuenosAifes 


SHARING 


WANTED 

Steel  Home  Distributors 

♦  Energy  Efficient  9"  (R-30)  Insulation 

♦  Unbeatable  Protection  from  Wind, 
Fire,  Termites,  Snow,  Earthquakes 

♦  American-Made  Steel  (66%  Recycled) 

♦  Simple,  Bolt-Together  Construction 

♦  Refundable  Investment,  Full  Training 

♦  1 9-Year  Industry  Leader  with  Homes 
in  aH  50  States  and  26  Countries 

Call  for  EREE  Info  or  $9.95  VIDEO: 


flU 


1-800-TRI-STEEL 

1-800-874-7833 


1,. Steel     (817)497-7070     F«:  (817)  497-7497 

MOO  S  Stemmortl  Ftwy .  Denton.  TX  76205 


University  Dearees 


Approved  Self  Paced  Home  Stud 
Associate  Bachelors  Masters  Doc 

Business  Admin,  Public  Admin,  He 

Care  Admin,  Human  Resources,  Fina 

International  Business,  Tech  Mgmt,  I 

Paralegal,  Psychology,  Call  forbrocf- 

(800)  477-2254  (24  hrs) 

Southern  California  University 

for  Professional  Studies 

1840  E,  17St-F,  Santa  Ana,  CA927 


ST) 

IAN" 

ft  In 

.■iiii 
1U1 

Ink 
NO 

m. 

M 


COLLEGE  DEGREf 

BACHELOR'S  •  MASTER'S  •  DOCTOR 

For  Work.  Life  and  Academic  Experiei- 

Earn  your  degree  throu  | 
convenient  nome  stud ' 

(800)  423-3244  ex.  1 
Fax:    (310)471-64561 

send  detailed  resume  for  FRticvmuA 

Pacific  Western  Universal 

600  N.  Sepuhnda  Blvd..  Los  Angetes,  CA  90049  1 


FREE  VIDEO 


EXTERNAL  DEGREE: ' 

BA/BS  MS/MBA  PhD/JD 
|  Credit  for  work/life  exp.«  Accredit! 
(800)  955-8879  (24  hrs.) 

LaSalle  University^ 

Dept.  879,  Manderville,  LA  70470-401 1 


II 


guild  your  busine 

with  books  from  the  U.S.  Governm( 

Whether  you're  interested  in  exporting,  selling 
to  the  Government,  accounting  and  taxation, 
patents  and  trademarks,  or  general  business  . 
you'll  find  the  best  the  Government  has  to 
offer  in  this  FREE  catalog  of  business  books 
available  for  sale  from  the  Superintendent  of 
Documents. 

For  your  FREE  catalog,  write  to: 
Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing— Stop  SM 
Washington,  DC  20401 
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ICES  MISCELLANEOUS  FOR  SALE 


S3 


VOICE  MAIL 


EXECUTIVE  GIFTS 


MAIL  ORDER 


/ESTMENT  GEMSTONES! 
jSjjj  ARANTEED  LIQUIDITY!!! 

Hi 

Fin 
D'CCJ 


We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
ee  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
Main  St.,  Greenville,  KY  42345 
0-844-3100  or  FAX  502-338-9605 
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EXECUTIVE  GIFTS 


f  Postur Evolution  could  be 
the  solution. 

PoslurEvolution  helps  retrain  your 
back  so  you  can  maintain  good 
posture  wherever  you  sit. 

•  Portable 

•  tugged 

•  Supportive 

•  Comport 

PoslurEvolution  transforms  your 
chair  or  car  seat  into  a  foundation 
for  proper  sitting.  Call  for  a  free 
brochure. 

PosturEvolution 

800.392.0363 


SPACE  MEMORABILIA 


ILLECTOR  OR  CHARITY  DONOR 

ique  NASA  payload  container/box 
g.  cost  $453,000  now  priceless, 
museum  (near  NASA)  wants.  Will 
orifice  for  $250,000.  Also  will  sell 
7  ft.  RIVER  FRONTAGE',  high  bluff, 
!A  w/house  on  St.  Johns  River  12 
S.  Jax,  FL— $250,000.  Both  for 
00,000.  Refundable  $10  video  on 
ntainer  1-800-398-9244. 


GET  THE  MESSAGE 
-OR  ELSE! 


Windows -Based 


♦  Voice  Mail 

♦  Auto  —  Attendant 

♦  Fax  —  On  —  Demand 

♦  Systems  from  $295 

1 -800-947-4884 

(Developer/OEM  packages  available)  VISA  -  MC  -  AMEX  -  COO 
TALKING  TECHNOLOGY,  INC.    /, 


PUBLICATIONS 


A  World  of  Books 
On 

ASIA 


Business  in  Asia  requires  cul- 
tural understanding.  For  in- 
sightful articles  and  reviews  of 
current  cross-cultural  books 
and  ideas,  there  is  one  source. 

Introductory  subscription  rate  only  $36.00 

New  Asia  Review 

10  Bay  Street,  Westport,  CT  06880 
(203)  222-9734 


FORBES  MARKET/CLASSIFIED 

To  spotlight  your  specialty  product  or 
service  to  an  affluent  proven  responsive 
executive  audience: 
IVRITE,  CALL  OR  FAX:  LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 
60  Fifth  Ave.,  N.Y.  N.Y.  10011 
(212)620-2440 
(212)  620-2472  (FAX) 


Antique  Wine  Company  of  Great  Britain 

Specialises  from  its  extensive  vintage  cellar  stock 
in  matching  exceptional  fine  wine  (Lafite  Roths- 
child, etc.)  to  anniversary  occasions  or  the  birth 
year  of  the  recipient.  Presented  in  an  engraved 
case,  the  bottle  from  the  relevant  year  comes  with 
an  original  'London  Times'  from  the  exact  day  of 
birth,  also  a  Vintage  report.  Delivery  Worldwide. 
Tel:  U.K.  (01827)  830707 
Fax:  U.K.  (01827)  830539 
Toll  Free  Tel/Fax  U.S.A.  1  800  827  7153 


BUSINESS  OPPORTUNITIES 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 

PRIVACY  NEWSLETTER 

Scope,  Box  4948,  Forestside  House. 

Forestside.  P0  9  6EE.UK 

Tel:+44(0)1705  631751  Fax:+44(0)1706631322 


Does  the  Dollar  still  have  further  to  fall?  Is  the 
Swissie  the  currency  to  go  for?  Read  CURRENCY 
BULLETIN  to  find  out  more.  "The  best  advice  on 
currencies  you  can  hope  to  find..." 
Send  today  for  your  FREE  copy  to: 
Currency  Bulletin/Chescor*,  10  Suffolk  Street. 
London  SVV1Y  4HG,  England. 
Fax:  +44  171  839  1131  *SFA  member 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
VAuwcm    Call/Write  for  FREE  KIT: 
rVRviSfrv         PO.BOX484-FB 
mj *\5r     y-    Wilmington,  DE 19899 
\M    2)kl  800-321-CORP  •  302-652-6532 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


Uniquely  Luxurious 


An  "Elevette"  residen- 
tial elevator  adds  a 
unique  custom  touch 
to  your  home,  as  well 
as  practicality  and 
convenience. 
Available  In  a  variety 
of  decor-matching 
styles. 

It's  the  ultimate  solu- 
tion for  people  who 
require  a  wheelchair 
or  can't  use  stairs,  and 
Is  tajt-deductlhle  when 
doctor  recommended. 
For  free  literature, 
contact 


INCLINATOR 

COMPANY     OFl  ■ A  M  E  R  I  C  A 

Dept.  7  If* 

PO  Box  1557         V 
Harrlsburg,  PA  17105-1557 
Phone  717-234  8065 


EXECUTIVE  GIFTS 


CARVED  (MAHOGANY 


•  16"  to  22"  models  ore  hand- 
crofted  from  solid  mahogany  with 
hondpainied  makings  and  details 

•  Over  160  models  in  slock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


EACiric 


WO*LDt  UUXNG  MAKOS 
OfRW 

UKsanrruKS 

U2S5Nai7Wi  Sired 
ScomdfcMot./lZSSW) 
Klffl.lKI   6r«    S 


CIGAR-GRAMS 


EXTRAORDINARY  HAND  ROLLED 
CIGARS  FROM  OVER  100  OF  THE 

WORLD'S  BEST  MAKERS 
FREE  COLOR  CATALOG 


1-800-5-STOGIE 


BUSINESS  FINANCING 


IMMEDIATE  CASH 

FOR  YOUR  RECEIVABLES 

We  provide  quick  &  convenient  funding 

to  companies  who  need  capital 

to  expand  their  businesses. 

CASH  AVAILABLE  NOW 

Prime  Capital  Corporation 
Tel  407-684-6100  •  Fax  407-684-6175 


Forbes:Capitalist  Tool® 


MAN'S  GUIDE 


DIAMONDS 


She's  expecting  DIAMONDS 
Don't  PANIC.  We  can  help 

The  way  to  a  man's  heart  is  through  his  stoma 
but  the  way  to  a  woman's  usually  involve 
jeweler.  Just  think  of  golf  clubs,  or  seaso 
tickets  wrapped  in  a  little  black  velvet  b 
That's  how  women  feel  about  diamonds. 
To  know  diamonds  is  to  know  her.    Find  ou 
what  she  has  her  heart  set  on.  Is  it  a  penda 
anniversary  band,  or  ear  studs?  You  can  fir 
out  by  browsing  with  her,  window  shoppin; 
watching  her  reactions  to  other  women's  jewe 
Go  by  body  language,  not  just  by  what  sh< 
says.  Then,  once  you  know  the  style,  you  i 
concentrate  on  the  diamond. 
Like  people,  no  two  diamonds  are  alike. 
Formed  in  the  earth  millions  of  years  ai 
and  found  in  the  most  remote  corners  of  th 
world,  rough  diamonds  are  sorted  by  DeBet 
experts  into  over  5,000  grades  before  they  { 
on  to  be  cut  and  polished.  So  be  aware  of  wl 
you  are  buying.  Two  diamonds  of  the  same 
size  may  vary  widely  in  quality.  And  if  a  pric 
looks  too  good  to  be  true,  it  probably  is. 
Maybe  a  jeweler  is  a  man's  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be  attract' 
to  a  jeweler  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends  who' 
gone  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  different!1 
You  want  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  4 
They  are:  Cut,  not  the  same  as  shape,  but  refers  to  the  way  the  facets  or  flat  surfaces  are  angled.  A  bet; 
cut  offers  more  brilliance;  Color,  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks  or 
"inclusions"  the  better;  Carat  weight,  the  larger  the  diamond,  usually  the  more  rare.  Remember,  the  mo 
you  know,  the  more  confident  you  can  be  in  buying  a  diamond  you'll  always  be  proud  of. 
Learn  more.  For  the  booklet  "How  to  buy  diamonds  you '// be  proud  to  give"  call  the  American  Gem  Society, 
representing  fine  jewelers  upholding  gemological  standards  across  the  U.S.,  at  800-340-3028. 
Compromise  now?  Where's  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  somethi 
that  reflects  how  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not 
mention  as  beautiful  as  that  totally  perplexing  creature  who  will  wear  it. 

Diamond  Information  Center 
Sponsored  by  De Beers  Consolidated  Mines,  Ltd.,  Est.  1 
A  diamond  is  forever.  De  Beers 
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FLASHBACKS 


EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change. . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  July  15, 1925) 


The  1925  touring  car  really  looked  like 
this  Chevy— back  seat  full  of  kids  and 
luggage  stowed  on  the  running  board. 


"If  there  is  one  thing  above  all  others 
that  will  stimulate  business,  it  is  tax 
reduction.  If  the  government  takes  less, 
private  business  can  have  more.  If  a 
constructive  economy  in  federal  expen- 
diture can  be  assured,  it  will  be  a  stimula- 
tion to  enterprise  and  investment." 

-Calvin  Coolidge 

"One  thing  is  beginning  to  stand  out 
in  the  course  of  business  during  what 
is  normally  the  dullest  season  of  the 
year.  While  there  has  been  a  decline 
from  the  marked  activity  of  early 
spring,  the  decline  in  a  number  of 
lines  has  been  less  than  had  been 
expected,  and  the  general  impression 
is  that  the  total  volume  of  business 
has  held  up  exceptionally  well." 

"A  new  Empire  is  in  the  making 
within  our  continent,  the  Empire  of 
the  Pacific.  It  is  being  formed  by 
evolution  in  transportation,  by  evolu- 
tion in  population,  by  evolution  in 
wealth,  by  evolution  in  industry.  .  .  . 
Population  is  migrating  to  certain 
parts  of  the  Pacific  slope  faster  than  it 
is  migrating  to  any  other  territory. 
This  growth  in  population  is  making 


feasible  the  establishment  of  an  un- 
precedented number  of  industries, 
particularly  those  gready  helped  by 
nearby  consumptive  markets." 

60  years  ago 

(From  the  issue  of  July  15, 1935) 
"A  pronounced  change  in  attitude 
among  businessmen  toward  Presi- 
dent Roosevelt  has  developed.  Con- 
vinced that  his  increasingly  'anti'  poli- 
cies and  ambitions  would  gravely  in- 
jure America's  wellbeing  and  her 
place  among  world  powers,  they  have 
decided  that  the  time  has  come  to  act 
boldly  in  self-defense  and  in  the  na- 
tional interest,  regardless  of  possible 
political  reprisals." 

"The  automobile  industry  in  1935 
will  outstrip  even  the  most  optimistic 
predictions  about  production  made  last 
January.  Then,  a  total  of  3.5  million 
vehicles  was  considered  the  top  possibil- 
ity. With  only  half  the  year  gone,  about 
2.4  million  cars  and  trucks  already  have 
been  turned  out,  an  increase  of  32%  over 
the  first  half  of  1934." 

50  years  ago 

(From  the  issue  of  July  15,  1945) 
"The  high  degree  of  statesmanship 
exhibited  by  President  Truman  has 
amazed  many,  gratified  many 
more.  .  .  .  One  cannot  but  mentally 
liken  Harry  Truman  to  Ike  Eisenhow- 
er: Both  embody  modesty,  diploma- 
cy, democratic  personality;  both  are 
the  quintessence  of  what  we  like  to 
envision  as  typical  Americans." 

"Within  the  next  year  or  two  there 
will  be  a  new  group  of  automobiles 
selling  below  the  price  of  the  lowest- 
priced  models  first  to  come  off  the 
restarted  production  lines  of  the  in- 
dustry. .  .  .  Both  Ford  and  Chevrolet 
already  have  definitely  announced 
plans  for  [such]  new  cars.  ..." 


Looks  like  the 
Paris  Opera 
House,  but  it's 
really  a  movie 
set  used 
for  making 
Universal 
Pictures' 
Phantom  of 
the  Opera. 


25  years  ago 

(From  the  issue  of  July  15, 1970) 
"So  fast  is  the  women's  liberation 
movement  [growing]  that  it  has  in- 
spired four  new  newsletters  in  the  last 
five  months  (the  latest,  Title  VII  Re- 
port, takes  its  name  from  a  section  of 
the  1964  Civil  Rights  Act) " 

"Sidney  Homer  ...  a  ranking  philos- 
opher of  the  bond  market,  feels  that 
the  new  [bond]  investors  are  largely 
'average  savings  bank  depositors,  not 
wealthy  stock  market  people.'  [He] 
notes  that  in  1968  individuals  put  $27 
billion  into  savings  accounts  and  $9 
billion  into  the  bond  market.  In 
1969  .  .  .  individuals  placed  only  $9 
billion  in  savings  accounts  but  $29 
billion  in  the  bond  market." 


years  ago 


Forbes  ■  July  17,  1995 


Clorox  Chairman  Calvin  Hatch:  Who's 
afraid  of  big,  bad  P&G? 


"Think  you  have  competition?  Try 
playing  the  hand  of  Calvin  Hatch, 
chairman  of  the  Clorox  Co.  Procter  & 
Gamble  ...  is  test-marketing  Vi- 
brant, a  nonchlorine  bleach  aimed 
right  at  Clorox's  market.  [Aid]  Dow 
Chemical  recently  launched  Vivid,  a 
new  dry  bleach.  .  .  .  But  Hatch,  seated 
comfortably  in  his  spacious  office  in 
Oakland,  Calif.  .  .  .  exudes  nothing 
but  confidence.  'We've  had  competi- 
tion in  bleach  for  years,  and  always 
wili,'  he  says.  'Somehow,  the  compe- 
tition never  amounts  to  much.' ' 

"Interest  rates  are  falling,  yet  most 
economists  guess  that  by  year's  end 
they'll  go  back  up  a  little  [so]  that 
three-month  Treasury  bills  will  be 
7.8%  and  AAA  corporate  bonds 
11.7%,  up  from  7.13%  and  10.9%  in 
late  June."  ■* 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


Which  class  is  happiest, 
the  rich,  the  middle 
class  or  the  poor?  A  very 
successful  executive  of 
a  large  organization 
touches  upon  this  vital 
subject  in  a  long  letter 
to  all  his  salesmen.  He 
uses  as  his  text  a 
passage  from  Robinson 
Crusoe  which  included 
this:  "My  father  bid  me 
observe  it,  and  I  should 
always  find  that  the 
calamities  of  life  were  shared 
among  the  upper  and  lower 
part  of  mankind;  but  that 
the  middle  station  had 
the  fewest  disasters, 
and  were  not  exposed 
to  so  many  vicissitudes 
as  the  higher  or  lower 
part  of  mankind." 

-B.C.  Forbes 


Her  little  girl  was  late  ar- 
riving home  from  school,  so 
the  mother  began  to  scold 
her:  "Why  are  you  so  late?" 
"I  had  to  help  another  girl. 
She  was  in  trouble." 
"What  did  you  do  to  help  her?" 
"Oh,  I  sat  down  and  helped  her  cry. 
-Anonymous 

Good  has  two  meanings:  it 
means  that  which  is  good 
absolutely  and  that  which 
is  good  for  somebody. 

-Aristotle 

Goodness  is  easier  to 
recognize  than  to  define. 
-W.  H.  Auden 

He  that  will  not  give 

some  portion  of 

his  ease,  his  blood, 

his  wealth  for  others' 

good  is  a  poor,  frozen  churl. 

-Joanna  Baillie 


A  Text  .  .  . 


Who  can  find  a  virtuous 
woman?  for  her  price  is 
far  above  rubies. 
The  heart  of  her 
husband  doth  safely 
trust  in  her,  so  that 
he  shall  have  no  need 
of  spoil.  She  will  do  him 
good  and  not  evil  all  the 
days  of  her  life. 
-Proverbs  31:10-12 


Sent  in  by  Martha  Buczak, 

Sun  City,  Ariz. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Ufe  is  presented  to  senders 

of  texts  "used. 


What  do  we  live  for,  if  it 
is  not  to  make  life  less 
difficult  for  each  other? 
-George  Eliot 

Let  no  man  presume  to  think 
that  he  can  devise  any  plan 
of  extensive  good,  unalloyed 
and  unadulterated  with  evil. 
-Charles  Caleb  Colton 

The  Good,  the  True  and  the 
Beautiful!  Alas,  the  Good 
is  so  often  untrue,  the  True 
so  often  unbeautiful,  the 
Beautiful  so  often  not  good. 
-Isaac  Goldberg 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-2344553  and  charge  to  your  credit  card. 


The  good  life,  as  I  conceive 
it,  is  a  happy  life.  I  do 
not  mean  that  if  you  are 
good  you  will  be  happy; 
I  mean  that  if  you  are 
happy  you  will  be  good. 
-Bertrand  Russell 

Goodness  without  wisdom 
always  accomplishes  evil. 
-Robert  A.  Heinlein 

Every  person  is  responsible 
for  all  the  good  within 
the  scope  of  his  abilities, 
and  for  no  more,  and  none 
can  tell  him  whose  sphere 
is  the  largest. 
-Gail  Hamilton 

One  can  never  pay 
in  gratitude;  one  can 
only  pay  "in  kind" 
somewhere  else  in  life. 
-Anne  Morrow  Lindbergh 

If  you  pretend  to  be  good, 
the  world  takes  you  very 
seriously.  If  you  pretend 
to  be  bad,  it  doesn't.  Such 
is  the  outstanding  stupidity 
of  optimism. 
-Oscar  Wilde 

No  one  would  remember  the 
Good  Samaritan  if  he'd  only 
had  good  intentions;  he 
had  money,  too. 
-Margaret  Thatcher 

If  I  repent  of  anything, 
it  is  very  likely  to  be 
my  good  behavior. 
-Henry  David  Thoreau 

The  last  temptation  is  the 

greatest  treason: 
To  do  the  right  deed  for 

the  wrong  reason. 
-T.  S.  Eliot 

On  the  whole,  human  beings 
want  to  be  good,  but  not 
too  good,  and  not  quite 
all  the  time. 
-George  Orvvell 
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WITH  OUR  FINANCIAL  STRENGTH,  YOU'LL  BE  GLAD 

WE'RE  ON  YOUR  SIDE.  On  the  tough  playing  field  of  international  business,  you  need 
all  the  leverage  you  can  get.  That's  why  AlG's  strength  and  stability  are  so  important.  We're  one  of  the  world's 
strongest  insurance  and  financial  services  organizations,  with  over  $16  billion  in  shareholders'  equity  and 
$18  billion  in  general  insurance  net  loss  and  loss  adjustment  reserves.  Our  record  of  profitability  is  unsurpassed 
in  the  industry,  and  we  hold  the  highest  ratings  from  the  principal  rating  services.  TheAIG  Companies  have  the 
capacity  to  serve  your  needs  through  all  kinds  of  market  conditions.  We're  ready  to  throw  our  weight  behind  you. 


AIG 


[M 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 
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Introducing  AVALON. 
It  is  a  whole  new  level  of 

It    is    a    world    of   total    CONFIDENCE. 
It    has    a    MUSCULAR    192-horsepower 
V6    engine    that    delivers    HIGH    PERFORMANCE    and 

fuel    efficiency.*    A    SOPHISTICATED    electronically    controlled 
transmission    that    makes    shifting    virtually    undetectable. 

A    gas-filled    strut    suspension    system    that    interacts    precisely    with 

anti-vibration    sub -frames    and    sets    NEW    STANDARDS    for    smooth    handling. 


It    is    the    highest    level    of   Toyota    CRAFTSMANSHIP,    QUALITY    and    technology. 

And    it    is    built    exclusively    in    America.    It    is    AVAL  ON...  the    new    FLAGSHIP    fro 
Toyota..  .  starting    around    $23,400.**    Experience    the    TRANQUILITY 

Call    1-800-GO-TOYOTA    for    a    VIDEO, 

COMPUTER    DISKETTE    or    BROCHURE 
and    location    of  your    NEAREST    DEALER. 


Avalon  V  remarkable  rack-and-pinum  steering  system  is 
easy  to  maneuver  at  low  speeds  and  firm  mi  the  highway. 


®  TOYOTA  A  V  A  L  O  N 

I  Love  What  You  Do  For  Me 


A  liquid-filled  engine  mount 

makes  a  quiet,  all-aluminum  engine 

even  quieter. 


'  I'lTi  Invm.i  Motoi  s.ilcs.  IS  A    In.    Mm  kle  Up!  Do  il  foi  those  «li"  love  vim 
♦20/28  city/highwa}  EPA  i'Mimmi.iI  Ml'( ;  lm  XL/XI.S  mudrls  with  4-sp.irl  autormim  uverdnve  transmission 
See  Mini   Ibyota  dealei  lm  details.  **Based  on  MSRP  including  destination  charge  for  Avalon  XL  with  bucket  seats. 
Excludes  taxes,  license,  tide  and  optional  equipment.  Avalon  XLS  with  optional  equipment  shown.  Actual  dealei  prices  may  vary. 


Hedging  strategies  for  nervous  investor! 

Miller:  tarnished  icon       Syria  plays  us  for  a  sucker 
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Permit  Us 
To  Expand  Upon 

The  Idea  Of 
A  Luxury  Car. 
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Toshiba  Multimedia 


►►■■I 


•T2150CDT  -10.4  dia.  color 
active  matrix  display -8MB 
RAM  expandable  to  32MB 
•75MHz  Intel  DX4™3.3v  -520 
Million  Bytes  (=500MB)  HDD 
■Two  stacked  PCMCIA 


(PC  Card)  slots  (two  Type  I- 
or  one  Type  III)  -Accupoinf 
integrated  pointing  device 
•Sound-Blaster"  Pro 
compatible,. WAV  and  MIDI 
sound  support 


Time  and  space  died  yesterday.  A  new  language  was  born. 

An  advanced  portable,  with  an  integrated  CD-ROM,  the  Toshiba  Satellite  Pro  T2150CD  Series  Notebook 

Multimedia.  Moving  as  fast  as  your  ideas. 

is  almost  as  easy  to  use  as  a  TV  but  intinitely  more  capable. 

Now  you  are  totally  portable.  Turning  words  into  entertainment. 

Enormous  data  storage,  speed  and  stereo  sound  will  transform  your  thinking  torever. 

Across  time  zones  or  across  the  road.  You  are  your  nomadic  ancestors  again. 

Carry  the  contents  ot  the  last  200  years  of  thinking  under  your  arm.  Supported  by  its  own  semiconductor  technology, 

» 

This  time  in  the  fast  lane.  Step  quickly. 

Toshiba  is  mapping  the  new  multimedia  frontier.  This  is  just  the  beginning.  Stay  tuned. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.  toshiba .  com 
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Introducing  the  new 

ds,End1V[esh.Mfe  just  couldn't 
leave  ^all^Qcygh  alone. 


Topstitched 
ims  add  strength, 
tailored  look 


Neck  taped  with 
Jersey-smoother 
l?on  your  skin 


Stronger  buttons, 
cross-stitched  to  stay  put 


New  set-on  placket- 
sturdier,  lies  flatter 


Plusher  "double-pique  " 

knit -feels 

softer,  more  cottony 


If  you  look  upon  our  old 
esh  Knit  as  a  trusted  friend, 
st  imagine  how  we  feel. 

Since  our  first 
in  1981,  we've 
sold  over  ten 
million  of 'em. 
But  at  Lands' 
End,  we're  for- 
ever going  back 
to  see  if  we  can't 
things  a  little  better.  Even 
it  ain't  broke,  we  try  to  fix  it 

95  Lands' End,  Inc. 


ffhoneycomb" 
t,  inside  and  out 


When  you  try  on  this  new 
Mesh  polo,  and  see  how  good 
it  looks  and  feels -well,  you'll 
agree  that  being  finicky  paid  off. 

At  $21,  we  doubt  there's 
another  that  can  match  it  feature 
for  feature. 

Look  for  our  new  Mesh  in  full 
color  in  your  copy  of  the  Lands' 
End  catalog. 

If  you're  not  on  our  mailing  list 
yet,  simply  give  us  a  call. 

And  we'll  change  that,  too. 


For  our  free  catalog,  call  any  time 

1-800-356-4444 

Please  mention  ad  [YH| 

Name 


Address. 


Ciry- 


State. 


Phoned I 

Mail  to:  1  Lands'  !.. 

E-Mail:  cat&logs-yl       lai  ,  ..in 
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88  Relentless  Boss:  Beer  baron  August  Busch  III  may 
have  whipped  Philip  Morris'  marketing  machine  at 
home.  But  if  he  can't  export  Bud,  he's  in  trouble. 

By  Seth  Lubove 

44  Tarnished  Icon:  Many  of  the  qualities  that  made 
Herman  Miller  a  great  company  now  prove  a  hindrance. 

By  Marcia  Berss 

82  Syria  Plays  Us  For  A  Sucker.  Why  does  President 
Clinton  woo  Syria's  treacherous  dictator? 

By  Phyllis  Berman  Johnson 

114  Hedging  Strategies:  A  list  of  possible 
short-sale  hedges  for  the  nervous  investor. 

By  Peter  Brimelowand  Mark  Hulbert 

136  What  Are  My  Chances,  Doc?  The  newfangled 
Apache  systems  predict  a  patient's  survival  chances. 

By  Suzanne  Oliver 


82  Longing  for 
wheels:  Syrians 
must  wait  years 
to  buy  a  new  car — 
and  have  to  pay  a 
300%  duty. 
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42  Bad  news  for  the  Class 
of  '95:  Many  Japanese 
firms  have  stopped  hiring 
recent  college  graduates. 


MANAGEMENT, 
STRATEGIES,  TRENDS 

45  TRW:  Here's  a  U.S. 
manufacturer  that  sells 
plenty  of  auto  parts  to 
the  Japanese  without 
much  help  from  the  pols. 
By  Jerry  Flint 

60  Cadillac:  GM's  top 
marque  will  have  a  snappy 
small  luxury  car  next 
year.  About  time. 

By  Jerry  Flint 

64  Pacific  Telesis: 
Forced  to  subsidize  local 
service  while  competing 
on  all  fronts  with  compa- 
nies that  aren't  forced  to 
subsidize  anyone,  PacTel 
is  in  a  tough  spot. 
By  Gary  Samuels 

96  Marketing 
With  its  characteristic 
tailored  look  under  siege 
in  the  U.S.,  Brioni  fights 
back.  In  the  next  movie, 
James  Bond  will  be  wear- 
ing its  duds. 
By  Joshua  Levine 


98  Starting  Your 
Own  Business 
Rapido  TV:  Meet  the 
young  American  who  has 
brought  pigs'  testicles 
and  naked  housecleaners 
to  European  TV. 

By  Richard  C.  Morais 

99  Up  &  Comers 
On  Assignment:  As 
industry  specializes,  so 
do  the  firms  that  supply 
businesses  with  tempo- 
rary workers.  Here's  one 
very  profitable  example. 
By  Toddi  Gutner  Block 

112  Faces  Behind 
The  Figures 

Gar)'  Dunton,  USF&G; 
Thomas  Johnson,  River- 
wood  International 
Corp.;  Barry  Gibbons, 
'Gobblers. 

LAW  AND  ISSUES 

46  Midmarket  schools: 
Public  schools  deteriorati 
and  private  schools  re- 
main too  costly  for  most 
middle-class  pocket- 
books.  Proprietary 
schools  offer  a  frill-free 
quality  education. 
By  Lisa  Gubernick 
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99  Brains  for  rent: 
Companies  needing  highly 
educated  lab  technicians 
increasingly  turn  to 
temporary  workers  like 
this  one  in  California. 
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42  Job  shokku:  Beset  by 
recession  and  deflation, 

apan  is  slowly  changing. 
For  better  or  worse 

t  is  becoming  more 
ike  the  U.S. 
By  Gale  Eisenstodt 

31  Who's  afraid  of  Wal- 
Vlart?  Despite  the  peso's 
fall  and  new  competition 
irom  Wal-Mart,  Mexico's 
largest  drugstore  chain 
ceeps  expanding. 
Jy  Christopher  Palmeri 
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.02  Cybergaming:  Are 
ideogames  about  to  turn 
nto  solitary  pastimes 
uayed  against  disembod- 
ed  competitors.9  It's 
tappening,  but  not  as  fast 
is  the  sponsors  of  remote 

St  jaming  would  like. 

i  iy  Nikhil  Hutheesing 


106  This  time  it's  for 
real:  Texas  Instruments 
was  always  better  at  in- 
venting than  at  selling. 
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By  Suzanne  Oliver 

138  Collectors 
In  the  footsteps  of  Bau- 
haus.  About  a  half-century 
after  its  introduction, 
Modern  furniture  is  be- 
coming collectible. 
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Vho's  ever  managed 
3  catapult  an  entire 
ountry's  telecommuni- 
ations  from  the 
tone  Age  into  the  future? 


The  ultimate  test  of  a  com- 
pany's performance  and 
ingenuity  is  when  it's  facing 
seemingly  insurmountable 
tasks.  Unquestionably  the 
toughest  assignment  in  the 
history  of  telecommunications 
fell  to  Deutsche  Telekom. 
In  the  new  German  federal 
states  we  set  up  what  must 
today  be  the  world's  most 
high-performance  telecom- 
munications infrastructure  in 
record  time. 


By  1997  Germany's  new  federal 
states  will  have  the  most  advanced 
telecommunications  infrastructure  in  the 
world.  Who'd  have  believed  it  back  in 
1990? 


With  the  Wall  gone,  we  still  had  another  to  scale. 

It  was  a  daunting,  almost  depressing  prospect.  The 
telephone  system  was  still  largely  a  relic  of  the  twenties. 
Only  one  in  ten  homes  was  connected.  Public  telephones 
were  a  rare  sight,  fax  machines  in  even  shorter  supply 
and  mobile  phones  non-existent.  Companies  had  virtually 
no  means  of  data  communication  whatsoever.  This  deso- 
late landscape  cast  a  shadow  over  hopes  of  any  rapid 
transformation  to  a  market  economy,  let  alone  short-term 
economic  upswing,  for  the  former  East  Germany.  This 
was  a  "national  emergency". 

The  leap  into  the  age  of  high-tech. 

Engineering  a  state-of-the-art  infrastructure  out  of  nothing 
was  a  pretty  unique  undertaking  in  the  world  of  telecom- 
munications. But  we  did  it.  We  built  a  network  of  super- 
speed  highways,  complete  with  new  digital  switching 
systems  and  no  fewer  than  4  million  new  connections  to 
date.  That's  more  than  during  the  period  between  1871  - 
the  year  the  first  telephone  rang  in  Germany  -  and  the 
collapse  of  the  Berlin  Wall.  The  basic  blanket  infrastruc- 
ture for  data  lines,  ISDN,  mobile  communications,  radio 
and  television  is  now  almost  complete.  As  the  world's 
leader  in  the  field  of  fiber  optics,  we'll  be  hooking  up  1 .2 
million  homes  in  Eastern  Germany  this  year  with  the  latest 
in  advanced  communications  technology.  In  fact,  we  did 
the  job  so  well  that  many  other  countries,  notably  those  in 
the  former  Eastern  Bloc,  are  looking  to  harness  the  vast 
experience,  organizational  skill  and  technological  power 
of  Deutsche  Telekom  in  setting  up  their  own  networks. 

Deutsche  Telekom  now  a  stock  corporation. 

At  the  beginning  of  this  year  Deutsche  Telekom  made  the 
move  from  public  to  stock  corporation.  This  not  only 
allows  us  greater  freedom  to  keep  pace  with  the  lightning 
developments  in  the  market.  It  also  lets  us  forge  ahead 
with  technological  innovation  even  faster  and  more  effec- 
tively in  the  service  of  our  customers.  Today,  Germany 
boasts  the  world's  most  advanced  fiber-optics  network 
and  the  highest  number  of  ISDN  connections  -  proof 
enough  of  a  job  well  done. 

You  can  share  in  our  success. 

Get  to  know  our  products  and  services  honed  to  your 
special  needs  and  you'll  get  to  feel  the  cutting-edge  of 
tomorrow's  technology.  Come  join  the  fast  lane  to  the 
future. 

Europe's  No.1  in  telecommunications. 


Deutsche 
Telekom 
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Fire  departments.  Ambulances.  Resci 
The  people  who  put  themselves  on  the  line  every  day  to  j 

and  communities.  Did  you  ever  stop  and  wonder  who  protects  them? 

At  CIGNA,  we've  been  insuring  heroes  for  200  years. 

Not  only  helping  people  in  the  event  of  an  accident.  But  always  looking  for 

ways  to  prevent  one.  After  all,  we  want  to  sleep  nights.,  too. 


IGNA  Property  &  Cas 
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It  is  pure 

EXCESS. 

Three    hundred    twenty    HORSES.    Twin- se  qu  e  n  t  i  al    TURBOS. 
Race-inspired    front    and    rear    d  o  u  b  1  e  -  wishb  o  n  e    SUSPENSION, 

I  Supra  cockpit  has  been  designed  ;  T ...  T     _       _, 

Marly  to  a  motorcycle  cowling,  li     that    doesn    t    get    the  JUICES    going,    try    this. 

Kipping"  the  driver  in  the 

^t  cluster  for  maximum  u>  th       best    p  q  W  E  R  -  T  O  -  W  E  I  G  H  T    ratio    in    its    class, 

Uvl  and  input.  a  ' 

and    does    0    to    60    in    4.6*    seconds.    The    1995    Toyota    Supra    TURBO. 
It'll    make    you    SCREAM    at    the    TOP    of    your    lungs. 
And    lie    awake    at    night,    DREAMING. 
Call    1-800-GO-TOYOTA    for    a    brochure    and    location 
)f    your    nearest    dealer. 


®  TOYOTA  SUPRA 

I  Love  What  You  Do  For  Me 


The  raw,  brute  power  of  this 
'heavy-breathing  24-valve 

twin-turbo  will,  literally,  take 
your  breath  away. 
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Venerable.5  Vulnerable? 

As  WE  point  out  in  our  COVER  story  of  June  5,  few  marke 
professionals  are  willing  to  stand  in  front  of  the  roaring  freight  trail 
that  is  the  current  bull  market.  We  can't  blame  them;  the  past  fev 
years  have  been  rough  on  the  bears.  Nevertheless,  common  sens^ 
says  markets  can't  go  up  forever.  This  one  is  venerable — we  almos 
said  vulnerable — being  by  one  measurement  5  years  old  and  b' 
another  measurement  13  years  old.  Over  the  13-year  period,  stock 
have  roughly  quintupled,  close  to  matching  performance  in  ttu 
Twenties. 

In  the  circumstances,  some  of  our  readers  may  want  to  reduce  thei 
market  exposure.  Hence  "Hedging  strategies  for  nervous  inves 
tors,"  which  starts  on  page  114.  Columnists  Shelby  White  (see  p 
127)  and  Mark  Hulbert  contributed,  as  did  staffers  William  Baldwii 
and  Peter  Brimelow.  If  you  don't  want  to  use  their  strategies  now 
you  may  want  to  keep  the  articles  for  future  reference. 

Believe  me,  we're  not  trying  to  call  a  top.  Just  reminding  you  tha 
there  will  be  one. 

Assad's  last  cards 

"  H  O W  D I D  YO  U  G  ET  MY  NAM  E  ?  Why 
are  you  calling?"  The  Syrian  con- 
struction engineer  was  terrified 
when  Forbes'  Phyllis  Berman 
Johnson  telephoned  his  Damascus 
office.  Talking  with  the  foreign 
media  is  dangerous  in  this  land 
ruled  by  one  of  the  world's  nastiest 
dictators.  Cross  Hafez  Al-Assad  in 
any  way  and  your  fall  can  be  rapid, 
painful  and  even  lethal.  In  thug- 
ruled  Syria  there  are,  essentially, 
two'classes  of  people:  200  or  so 
families  who  stuff  their  Swiss  bank 
accounts  with  money  earned  by 
staying  in  Assad's  good  graces,  and 
everybody  else  just  scraping  by. 
But  Syria  is  a  potentially  rich  coun- 
try that  would  undoubtedly  boom 
if  Assad  were  replaced  by  a  decent 
government. 

As  the  last  important  Arab  holdout  from  making  formal  peace  win 
Israel,  Assad  is  playing  hard  to  get.  Bereft  of  his  onetime  Sovie 
sponsors,  he  is  playing  his  last  cards  in  the  hope  of  winning  Western  aic 
which  would  enable  him  to  cling  to  power.  His  cards  are  but  two:  tb 
terrorists  who  operate  under  his  protection,  and  his  prospectiv 
signature  on  a  treat)'.  Will  his  bluff  work?  "Blackmail"  starts  on  page  81. 
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Schwab's  New  StreetSmart® 

Takes  Online  Investing 

To  A  New  Level 

Now,  Schwab's  widely  acclaimed 
StreetSmart  investment  software 
for  Windows®  does  more  to  help 
you  manage  your  investments 
than  ever  before. 

Manage  Your  Portfolio  Any  Time 
You  Want.  StreetSmart  lets  you 
buy  and  sell  stocks,  bonds,  options 
or  mutual  funds  using  your  own 
computer.  Also,  you  can  track  your 
account  balances,  check  quotes 
and  enter  orders — 24  hours  a  day. 
Exciting  New  Features.  Now  you  can  get  online  access  to  current  investment  infor- 
mation like  personalized  news  clipping  services,  research  databases  and  forecasts  from 

independent  analysts.  We've  also  added  historical  price  graphing 
as  well  as  two-way  e-mail. 

Online  Mutual  Fund  Information.  For  mutual  fund 
investors,  StreetSmart  2.0  now  includes  Schwabs 
I  Mutual  Funds  Performance  Guide®  which  tracks  the 
performance  of  more  than  900  mutual  funds  and 
'can  be  used  effectively  to  help 
you  select  the  funds  that  may  be  best  for  you. 
Save  On  Commissions,  Too.  As  a  bonus 
for  placing  trades  with  StreetSmart,  you'll 
save  an  additional  10%  off  Schwab's  everyday 
low  commissions*  Let  StreetSmart  for 
Windows  take  your  online  investing  to  a  new 
level.  For  more  information  about  new 
StreetSmart  2.0,  just  stop  by  one  of  our  more  than  200  offices  nationwide  or  call  Schwab 
today  Offer  valid  between  May  1  and  August  31, 1995.  Limit  one  per  customer. 

Charles  Schwab 

Helping  Investors  Help  Themselves® 


Get  StreetSmart  at  no* 

cost  between  5/1/95- 

8/31/95  when  you  bring 

$20,000  in  new  assets  or 

make  3  additional  stock, 

or  option  trades  in  your  Schwab 

account  by  11/30/95.  For  more 

details,  visit  the  Schwab  office  nearest  youor  call: 

1-800-884-3817  Ext.  91D 

(Please  allow  2-4  weeks  for  delivery.) 


r  available  for  individual  investors  only.  *StreetSmarts  10%  discount  is  based  on  Schwab's  current  schedule  and  may  be  used  with  other  offers  at  Schwabs  discretion.  Windows 
'registered  trademark  of  Microsoft  Corp.  StreetSmart  2.0  is  available  for  U.S.  addresses  only.  ©  1 995  Charles  Schwab  &r  Co.,  Inc.  All  rights  reserved.  Member  S1PC/NYSE.  (7/95) 
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EDITED  BY  NEIL  WEINBERG 


Sickeningly  sweet 

"Greedy  and  ruthless"  is  how  we 
described  sugar  barons  Jose  (Pepe) 
and  Alfonso  (Alfie)  Fanjul  earlier 
this  year.   Their  centimillionaire 
family  has  pulled  political  strings  to 
get  a  fat  slice  of  the  pork  handed 
out  to  minority  muni  bond  under- 
writers for  their  faic  Securities 
(Mar.  13).  Our  criticism  was  based 
in  part  on  the  dubious  legality  of 
the  Fanjuls'  use  of  their  sugar  com- 
panies to  grease  the  palms  of  politi- 
cians and  evade  Rule  G-37 — a  regu- 
lation passed  last  year  that  essentially 


Pepe  and  Alfie  Fanjul 

with  former  Representative  Tom  Lewis 

Will  their  political  ties  foil  the  SEC? 


bars  companies  like  the  Fanjuls' 
FAIC  from  contributing  to  politicos 
who  can  help  push  muni  business 
their  way. 

Seems  we  were  onto  something. 
The  Securities  &  Exchange  Com- 
mission recently  launched  an  investi- 
gation into  the  Fanjuls  for  possibly 
violating  G-37  and  federal  antifraud 
laws.  The  Fanjuls  aren't  keen  to 
cooperate.  Instead,  Alfie  and  Pepe 
ignored  government  subpoenas  for 
documents  and  depositions  from 
the  brothers.  "We  don't  think  Rule 
G-37  reaches  the  sugar  companies, 
so  we  didn't  provide  documents  for 
them,"  explains  Fanjul  attorney 
Alvin  Davis. 

If  the  Fanjuls  are  found  to  have 
violated  G-37,  they  could  be  fined 
or  barred  from  the  muni  bond  busi- 
ness. Meanwhile,  faic  is  going 
strong.  In  May  the  City  of  Miami 
chose  it  as  part  of  an  underwriting 
team  to  handle  debt  issues  over  the 
next  two  years.  -Alexandra  Alger 


The  sincerest  form 
of  flattery 

We  applauded  William  Hewlett  and 
David  Packard  two  years  ago  for 
coming  out  of  retirement  to  reel  in 
Hewlett-Packard's  bureaucracy  at 
the  first  signs  it  was  threatening  the 
company's  touted  responsiveness  to 
market  changes  (Apr.  26,  1993). 
Sure  enough,  the  fight  to  keep  HP 
decentralized  has  paid  off  in  its  con- 
tinued dominance  of  the  $6.5  bil- 
lion desktop  printer  business.  It's 
also  now  second  to  Compaq  in  the 
fast-growing  PC  server  market  and 
sixth  in  worldwide  PC  sales. 

Since  the  founders  returned  in 
1990,  HP's  sales  and  profits  have 
jumped  each  year,  and  its  stock  is  up 
500%,  to  a  recent  record  high  80. 
Meanwhile,  archrival  IBM  is  only 
now  back  to  its  1990  level,  while 
Digital  Equipment  is  down  19%. 

HP's  success  hasn't  been  lost  on 
IBM  and  DEC,  whose  recent  over- 
hauls look  strikingly  like  pages  out 
of  HP's  playbook.  Take  IBM's  person- 
al computer  division,  which  once 
installed  unique  parts  in  many  of  its 
products.  Today  it  is  pulling  parts 
off  the  shelf,  as  HP's  printer  unit  has 
long  done,  and  in  the  past  two  years 
has  cut  by  50%  the  number  of 
floppy  drives  and  motherboards  it 
uses.  The  payoff:  IBM  has  halved  the 
cost  of  delivering  a  PC. 

At  DEC,  Chief  Executive  Robert 
Palmer  last  year  switched  from  con- 
sensus-based 
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matrix  manage- 
ment" to  letting 
divisions  call 
their  own  shots 
and  live  or  die 
by  the  results — 
just  like  at  HP. 
Since  DEC 
assigned  a  sales 
force  solely  to  its 
network  prod- 
ucts division  1 3  months  ago,  rev- 
enues have  climbed  at  double-digit 
rates  after  years  of  flat  to  declining 
sales.  Even  Hewlett  and  Packard 
would  be  proud.  -Bruce  Upbin 

Roadkill  on  the  infobahn 

If  ever  there  was  a  cautionary  tale 
about  traveling  the  info  highway, 
this  is  it:  In  December  Forbes 
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reported  how  the  US  West  and  Bell 
Atlantic  yellow  pages  units  were 
racing  to  fill  hotel  rooms  with  inter- 
active TV  listings,  commercially 
promising  services  that  allow  guests 
to  surf  ads  for  local  restaurants, 
shops  and  other  attractions 
(Dec.  5,  1994). 

US  West  took  the  high-tech  road 
with  CityKey,  relying  on  costly 
video  servers  and  rapid  upgrades  of 
thousands  of  rooms  for  interactive 
service  by  TV  system  providers  like 
Spectra  Vision.  Bell  Atlantic  built 
InfoTravel  with  off-the-shelf  com- 
pact disc  technology,  and  in  Decem- 
ber signed  an  exclusive  pact  with  On 
Command  Video,  Spectra  Vision's 
chief  rival,  to  serve  about  50,000 
rooms  already  upgraded  for  interac- 
tive TV  in  New  York,  Chicago  and 
three  other  major  cities. 

Bell  Atlantic's  proved  the  smarter 
path.  Its  partner,  On  Command,  has 
won  major  clients — including  the 
Hilton  and  Marriott  chains — from 
Spectra  Vision,  which  last  month 


filed  for  Chapter  1 1  bankruptcy. 
Citing  a  shortage  of  rooms  hooked 
up  for  interactive  services,  US  West 
pulled  the  plug  on  its  CityKey 
system  last  month. 

Says  Patrick  Cantwell,  a  vice  pres- 
ident at  Bell  Atlantic  Directory  Ser- 
vices: "We've  focused  on  meeting 
guest  and  advertiser  needs  with 
technology  that's  available  today  at 
a  reasonable  price."  That's  a  strategy 
that  US  West  and  other  infobahn 
travelers  would  do  well  to  take 
to  heart. 

Even  so,  US  West  has  much 
bigger  worries.  After  we  recently 
profiled  the  Third  World-quality  of 
phone  service  provided  in  14  states 
by  US  West  Communications  (June 
5),  the  group's  main  operating  unit, 
President  Gary  Ames  was  shunted 
off  to  US  West  International,  a 
much  smaller  subsidiary.  m 
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MCI 

IJ:M»]  J  POSITIVE 


WHEN  IT  COMES  TO  LONG  DISTANCE  SAVINGS, 
THERE'S  NO  QUESTION  ABOUT  IT 

1-S00-888-8800 


ADVICE  &  DISSENT 

They're  The  McLaughlin  Group.  Each  with  a  view  that's  contentious 
and  contagious,  (clockwise  from  left)  Jack  Germond,  Clarence  Page,  John 
McLaughlin,  Eleanor  Clift,  Morton  Kondracke  and  Fred  Barnes. 
Made  possible  by  a  grant  from  GE. 


TheMcLaUgbltn  Group 

Check  your  local  listing  for  station  and  time. 

We  bring  good  things  to  life. 


The 


C/U  Ml  E  N  TiS 


^^"        Even  though  editing  scanned-in  docu- 

y^^       ments  isn't  exactly  new.  it  isn't  exactly 

mdtm     J^^  easy  either.  Particularly  if  the  documents 

that  you  work  with  are  complex  and  make  use  of 

very  sophisticated  graphics. 


But  now  Xerox  has  changed  how  peop] 
scanned-in  documents  with  a  remarkable  new 
uct  called  TextBridge  Professional  Edition,  tty 
Optical  Character  Recognition  (OCR)  softwai 
retains  the  composition  of  a  document  and  then 
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XEROX?  The  Document  Company?  the  stylized  X  and  TextBridge*  Professional  Edition  are  trademarks  of  the  XEROX  CORPORATION 


'will 
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:dit  and  change  any  part  of  it  And  it  lets  you  do 
Dm  within  your  favorite  word  processor, 
of  all,  TextBridge  Professional  Edition  is  sur- 
y  inexpensive,  and  because  it  comes  from  The 
ent  Company,  it's  also  surprisingly  easy  to  use. 


The  TextBridge  family  of  products.  A  simpler  way 
to  do  good  work. 

For  more  information,  call  1-800-248-65  *       • 

THE  DOCUMENT  COMPANY" 
XEROX 
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How  not  to  many 
a  billionaire 

Even  the  superrich  have  prob- 
lems. In  March  multibillionaire  Ron- 
ald Perelman's  son  Joshua  married 
Stacy  Kossow  with  his  lather  conspic- 
uously absent  from  the  festivities. 
Ron's  flacks  explained  that  Pop 
thought  his  24-year-old  son  was  too 
young  and  so  was  the  bride,  a  Wash- 
ington, D.C.  accountant  whom 
Josh  had  met  at  the  University  of 
Pennsylvania.  But  there  seems  to  be 
more  than  that.  Gossip  columns  re- 
ported that  Ron  was  angry  because 
Joshua  hadn't  extracted  a  prenuptial 
agreement  from  Stacy.  And  a  part- 
ner at  a  top  public  relations  firm  in 
Manhattan  tells  Informer  that  Ron 
was  upset  because  his  son's  new  bride, 
unlike  Ron's  recent  bride,  Patricia 
Duff,  refused  to  convert  to  Judaism. 

Checkpoint  Charlie 

HERE'S  A  hoi  investment  tip.  For 
$50,000  you  can  get  in  on  the  action 
if  German  entrepreneurs  actually 
build  their  proposed  theme  park  in 
Broward  County,  Fla.  Plans  include 
a  fanciful,  full-size  replica  of  the  Berlin 
Wall  on  a  site  to  be  selected  when 
the  Germans  round  up  the  cash,  if 
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Wacky  contests 

The  Finnish  town  of  Sonkajarvi 
(pop.  6,101 )  staged  its  fourth  annual 
Dame-Lugging  Championship  on 
July  1.  The  contestants  carry  "the 
wife"  (not  necessarily  the  legal  wife) 
while  struggling  across  a  780-foot- 
long  obstacle  course.  The  fastest  to 
complete  the  course  without  drop- 
ping his  burden  is  awarded  the 
woman's  weight  in  soft  drinks.  This 
year's  winner,  34-year-old  con- 
struction worker  Ilpo  Ronkko,  took 
home  44  one-liter  bottles  of  fizzy 
drinks. 


Closer  to  home:  Lost  amidst  all  its 
other  problems  was  yet  another  set- 
back for  Salomon  Brothers.  Michael 
DeVito,  a  Salomon  vice  president  in 
general  services,  has  lost  his  hot- 
dog-eating  crown.  Every  year  on  July 
4,  Nathan's  Famous  Restaurant 
holds  a  contest  to  see  who  can  scarf 
down  the  most  dogs  fastest.  DeVito 
took  the  title  in  1990, 1993  and  1994, 
but  this  year  he  lost  to  Edward  Kra- 
chie,  a  Nynex  engineer  from  Queens, 
N.Y.  Score:  DeVito  19  hot  dogs; 
Krachie  19V2.  But  Krachie  had  a 
weighty  advantage:  He  weighs  in  at 
350  pounds,  DeVito  just  205. 


indeed  they  ever  do.  They  are  prom- 
ising a  hot  show  about  the  Cold  War. 

The  wall  replica  will  be  topped 
with  razor  wire  and  will  surround  a 
building  shaped  like  a  hammer  and 
sickle.  Inside  would  be  a  Cold  War 
museum,  a  hotel  and  a  restaurant. 
Visitors  entering  the  park  would  be 
harassed  b>v  machine-gun-toting 
Red  Army  guards  who  will  search 
their  cars  in  the  fashion  of  the  now 
defunct  totalitarian  socialist  state. 
Disnev's  not  worried. 


Brass  in  pocket 


Rumor  has  it  that  Sony,  the  elec- 
tronics and  entertainment  giant,  plans 
to  restructure  its  Sony  Electronic 
Publishing  division.  The  unit's  cre- 
ative arm,  Imagesoft,  will  be  folded 
into  Sony  Computer  Entertainment 
of  America  and  rechristened  Sony 
Interactive  Entertainment.  This 
seemingly  routine  move  is  keeping 


the  tea  leaf  readers  hyperactive.  They. 
see  it  as  a  test  of  strength  for  Sony 
USA  boss  Michael  (Mickey)  Schulhofl 
Imagesoft  was  long  headed  by  a 
Schulhof  protege,  Olaf  Olafsson,  the 
Iceland  native  who  writes  novels  on 
the  side  and  is  regarded  as  a  prophet  o 
the  CD-ROM  era.  Sony  Computer 
Entertainment  is  run  by  Steve  Race, 
who  is  reputed  to  be  in  the  good 
graces  of  the  ultimate  powers  in  To- 
kyo. Given  Sony's  big  problems 
here,  does  Schulhof  still  have  the 
clout  to  put  his  man  across? 

But  can  he  sing? 

As  HIS  annual  report  letters  show, 
master  investor  Warren  Buffett's  a 
pretty  classy  writer.  But  is  he  musi- 
cal? He  must  think  so.  He  and  his 
musician  son,  Peter,  are  planning  to 
join  distant  cousin  Jimmy  Buffett  or 
an  album.  "My  dad  will  play  ukulele 
and  sing  a  bit,  too,"  says  Peter  Buf- 
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sing-along? 


ice. 


,,-d 


,;:]. 


fett.  "Of  course,  Jimmy  and  I  will 
ibe  on  it,  too.  It  will  happen,  and  when 
it  does  it  will  be  big."  Should  be 
interesting,  since  Jimmy  Buffett's  best 
known  for  "Margaritaville,"  an  an- 
them for  the  shiftless  and  disaffected. 


If  only. . . 

Three  decades  ago  Charles  M. 
'Saffer  Jr.,  now  80,  and  his  partner 
Samuel  Porter,  78,  developed  a  pro- 
th<  cess  to  generate  nonexplosive  fertiliz- 
er and  registered  it,  Patent  No. 
3,366,468.  An  explosives  expert  who 
has  developed  safety  standards  for 
the  storage  and  transportation  of  am- 
monium nitrate,  Porter  spent  three 
unsuccessful  years  trying  to  interest 
chemical  companies.  "Everyone 
said  just  one  thing:  too  expensive  to 
produce,"  Saffer  recalls  sadly.  In  the 
end,  their  efforts  were  blocked  by  the 
Fertilizer  Institute,  a  trade  associa- 
tion for  the  industry. 

In  Oklahoma  City  on  Apr.  19,  a 
bomb  made  of  fuel  oil  and  common 
farm  fertilizer  killed  168  people  in  a 
federal  building.  On  May  22  the 
House  Committee  on  Commerce, 
Trade  &  Hazardous  Materials  began 


uJ  hearings  on  desensitizing  ammoni- 


Put 


am  nitrate  fertilizer. 
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STIEAI. 
CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict, 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
*Micrc-Miniature  TV-Cameras  *Mini  TV-Cameras  ^Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  *Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  *Picture  TV-Cameras 
•Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
•960  Hour  Time-Lapse  Recorders  *Quad  Compressors  •Multiplexers  •Monitors  •Camera  Switchers 

•Pan-Tilts  •Phone-Line  Video  Transmission  and  Reception  Systems 

AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 


800-396-CCTV 


LEAVING  YOUR  JOB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Rowe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  your  retirement  money. 

We  help  you  know  all  your  options.  Our  up-to-date 

kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 

1-800-541-7871 


Invest  With  Confidence 

TitoweRiee 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


READERS  SAY 


Nascar's  Winston 
Select  race 
in  May 

More  than  just 
a  game. 


Off  to  the  races 

Sir:  Re  "A  fan-friendly  sport"  (July 
3).  I  learned  things  about  stock-car 
racing  that  I  never  knew  before,  such 
as  how  much  the  France  family  makes 
on  every  race.  Like  you  said,  once 
those  cars  go  by,  your  heart  starts  to 
race.  Like  Nascar's  ad  campaign,  "Ev- 
erything else  is  just  a  game." 
-George  Mai  tar 
Willow  drove,  Pa. 

SlR:    From    the   Sixties   through   the 
Eighties  Richard  Petty  was  the  ac- 
knowledged "King"  of  Nascar.  His 
record  of  wins  will  likely  stand  tor  all 
time.  He  was  also  a  great  ambassador 
for  the  sport,  sitting  for  hours  after 
winning  a  race  giving  autographs  to 
all  comers.  Omitting  Richard  Petty 
from  a  historical  writeup  of  Nascar 
would  compare  to  a  writeup  of  base 
ball  with  no  mention  of  Babe  Ruth. 
-G.  Edwin  Park 
Cocoa,  Fin. 

SlR:  Many  millions  of  licensing  dollars 
are   made   by   companies   without    a 
Nascar  license.  How?  They  contract 
directly  with  the  drivers  and  teams, 
without  the  red  tape  of  dealing  with 
Nascar.  The  majority  of  trading  cards, 
T  shirts  ,md  other  collectibles  avoid 
the  Nascar  route  entirely. 
-Tom  I  [ansen 
Vice  Presidt  nt 
Wnnderuinu  Cato  Johnson 
Chicago,  III. 

No  hat  in  hand 

Sir:  Re  "Tokyo's gnomes"  (June  19). 
Steve  Hanke  wisely  counsels  against 
trade  protectionism,  but  the  specific 
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argument  he  chooses  to  make  his 
point  is  fallacious:  Japan  is  America's 
banker,  and  if  we  make  it  mad,  it  will 
not  lend  to  us.  Not  so.  Japan  is  not 
America's  banker  but  merely  .m  inves- 
tor. As  a  banker,  it  could  withhold 
credits  from  the  U.S.  The  U.S., 
though,  at  no  time  approaches  this 
Japanese  bank,  hat  in  hand,  asking  for 
credits.  We  simply  display  our  wares 
of  debt  ^nd  equity  in  the  global  mar- 
ketplace. The  only  way  the  Japanese- 
can  purchase  goods  in  our  market, 
though,  is  if  they  have  dollars,  which 
means  they  must  sell  goods  in  our 
markets  if  they  wish  to  buy  here.  We 
surely  would  make  the  Japanese  mad 
by  putting  100%  tariffs  on  the  luxury 
autos  they  have  made.  But  the  real 
reason  they  would  not  invest  here  is 
that,  angry  or  not,  they  would  not 
have  the  dollars. 
-JUDE  Wanmski 
President 
Polyconouiies,  Inc. 
Momstown,  N.J. 

Made  in  the  U.S.A. 

SlR:  Re  "Cashmere's  cachet"  (Apr. 
10).  Cashmere  produced  in  the  U.S. 
has  more  length  (2  to  3  inches)  than 
Chinese  cashmere,  has  the  same  mean 
fiber  diameter  (less  than  18.5  micro- 
meters) .md  better  style  or  crimp. 
Knitted  garments  like  sweaters  made 
from  100%  American  cashmere  have  a 
different  feel,  are  softer,  less  irritating 
and,  by  tar,  more  durable  than  any- 
thing sold  last  tall  and  winter  for  S 1 00 
and  imported  from  China.  But  there 
is  not  yet  enough  U.S.  cashmere.  It 
takes  a  certain  number  of  generations 


before  there  are  enough  goats  ready 
to  be  shorn.  American  consumers 
may  have  to  wait  for  a  few  more  years, 
but  first-class  products  made  from 
American  cashmere  will  reach  them. 

-Joachim  Grevel,  Ph.D. 

President 

Cashmere  Producers  of  America 

Austin,  Tex. 

No  problem 

Sir:  I  read  "Fail  mail"  (June  5)  with 
considerable  dismay.  I  exchange  200- 
500  pieces  of  E-mail  per  day  with 
virtually  no  problems,  except  for  the  . 
notorious  behavior  of  gateways  such 
as  the  ones  you  exploited. 
-Davh  Crocker 
Sunnyvale,  Calif. 

Timeout 

Sir:  Re  "Ghosts  in  the  machines" 
(June  19).  The  coming  millennium 
will  definitely  cause  computer  prob- 
lems, not  just  for  Cobol  users  but  for  a 
lot  of  other  program  software.  A  lot  of 
systems  are  loaded  with  dates  using 
only  the  last  two  digits  of  the  year  in 
their  computer  records  (to  save  data 
storage  space).  What  are  your  pro- 
grams going  to  do  when  the  clock 
rolls  up  12:01  Jan.  1,  2000?  As  a 
recently  retired  programmer/analyst, 
I  would  highly  recommend  every 
shop  evaluate  its  system  and  do  it 
soon.  Failure  to  do  so  may  result  in 
disaster,  even  total  shutdown. 
-Thomas  C.  Martin  Jr. 
Austin,  Tex. 

Overkill 

Sir:  Re  your  1995  Money  Guide 
(June  19).  In  a  post-tax-season  funk,  I 
have  computed  the  overall  rate  of 
taxation  of  an  incremental  $200, 0001 
earned  by*  a  Rhode  Island  self  cm- 
ployed  individual.  After  paying  the 
assorted  taxes  on  the  incremental  in-' 
come,  he/she  "invests"  the  net  pro-' 
ceeds  in  a  summer  home.  The  house  is 
sold  ten  years  later  and  then  the  tax- 
paver  dies.  All  taxes  are  reflective  of 
rates  currently  in  effect.  Rate  of  tax- 
ation: 82%.  The  sad  conclusion  is,  at 
less  than  18  cents  on  the  dollar,  why 
bother? 

-Michael  W.  Tripp 

East  Providence,  R.l. 
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Building  Bridges 


Three  in  a  series. 
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here's  only  one  human  race.  Yet  isn't  it  remarkable  how  so  many 


things  can  actually  separate  us?  Things  like  time. 


And  distance.  And  language.  Well,  imagine,  if 

AT&T  Language  Line 

Interpreters  are  available 
•11  IJ        •   L  I"  YWL  1  J        in  up  to  140  languages, 

you  will,  a  world  without  limits.  Where  close  and  24 hours  a  day. 


familiar  replace  foreign  and  distant.  If  you're  an  AT&T  customer, 


that  world  is  now  within  your  reach.  For  instance,  with 


AT&T  Language  Line®  interpreters  help  you  build 

AT8ZT  TrueVoice 

Patented  technology  gives 

you  the  clearest,  richest       bridges  or  understanding,  lo  hear  the  most  subtle 

sound  quality  ever. 

inflections  in  any  voice,  we  developed  AT&T  TrueVoice.®  And  with 


AT&T  TrueWorldsu  Savings  we  can  help  you  save  on 


every  international  call  you  make*  A  world  of 

AT&T  TrueWorld  Savings 

Save  on  every  international 
call,  no  matter  how  many 

possibilities.  Thats  Your  True  Choice™  AT&T.        countries  you  call.  Pay  only  $3 

a  month,  and  save  40%) 


Just  call  1  800  336-TRUE.  Or  on  the  Internet  at  http://www.att.com 


'Available  in  most  areas.  Discount  off  AT&T  basic  residential  rates.  Certain  exclusions  apply. 
Direct  dial  calls  during  value  hours  compared  to  standard  period  prices. 


AT&T 

YourTrue  Choice 
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Because  we  recycle  over  100  million  plastic 
bottles  a  year,  landfills  can  be  filled  with  other  things. 

Like  land,  for  instance- 


's 


Mfc. 


o  helped  conserve  natural  resources.  An 

>t  that  left  another  little  comer  o( the  w oil 

ig  all  alone.  At  Phillips,  that's  what  it  mearj 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


WHAT'S  STOKING  THE  STOCK  MARKET? 


(Principally,  the  potent  prospect  of  a  significant  cut 
(in  the  capital  gains  tax  and  the  possibility  that  it  will  be 
Imade  retroactive  to  Jan.  1.  Thanks  to  Newt  Gingrich's 
(insistence,  both  the  House  and  Senate  are  in  accord  to 
Iwhack  the  rate  from  28%  to  19.6%,  the  lowest  level 
Isince  the  1930s.  Declining  interest  rates  are  a  significant 
(help,  but  they  are  not  the  most  critical  one.  Each  time 
Ithe  capital  gains  exaction  is  eased,  the  nation's  job-cre- 
lating,  innovation-inducing  stock  of  capital  goes  up,  as 
|do  federal  receipts. 

The  reductions  of  1978  and  1981  set  off  the  high- 


tech  boom.  By  contrast,  the  boost  in  the  capital  gains  tax 
rate  that  took  effect  in  1987  sharply  slowed  new  business 
formations,  helping  to  bring  on  the  1990-91  recession 
and  retard  the  pace  of  the  subsequent  recovery. 

Taxing  capital  is  the  equivalent  of  taxing  trees  in  an 
orchard.  It  is  far  wiser  to  tax  the  fruit,  not  the  means  of 
creating  the  fruit. 

Under  a  flat  tax,  the  capital  gains  levy  would  disap- 
pear for  individuals,  a  provision  which  would  double 
equity  values  fairly  quickly.  In  the  meantime  this  cut  will 
do  nicely. 


CONGRESS  SHOULD  SCRAP 


la  destructive  antiwork  tax.  Social  Security  recipients  be- 
Itween  ages  65  and  69  are  punished  for  working.  Any 
learnings  above  $11,280  are  hit  by  what  is,  in  effect,  a 
133%  tax — for  each  $3  a  person  gets  over  this  cap,  he  loses 
|$1  in  Social  Security  benefits.  A  person  who  makes  any- 
Ithing  above  that  $11,280  limit  faces  a  marginal  tax  rate 
|of  56%  when  this  penalty  is  combined  with  other  taxes. 

This  earnings  cap  is  a  relic  from  the  Great  Depression, 
Iwhen  economists  wrongly  assumed  that  there  was  a  fixed 
Inumber  of  jobs  in  the  country.  They  wanted  the  elderly  to 
(retire  fully  so  that  work  could  be  freed  for  younger  peo- 
ple. The  House  of  Representatives  has  at  least  met  this 
(issue  partway  (the  Senate  hasn't  done  anything)  by  rais- 
ing the  income  limit  to  $30,000  over  five  years. 

Why  can't  Congress  and  the  Administration  go  all  the 
Iway  and  abolish  this  maltreatment?  Because  of  a  mistak- 


en fear  that  junking  the  limit  will  lose  revenue  and  boost 
the  deficit.  This  fear  is  misbegotten  and  is  based  on  so- 
called  static  revenue  analysis  that  assumes  people's  be- 
havior doesn't  change  in  response  to  tax  code  changes. 

In  reality  this  penalty  prevents  people  from  working, 
which  hurts  the  economy  and  reduces  tax  receipts.  Or  it  forc- 
es workers  to  work  "off  the  books,"  with  the  same  result. 

The  Congressional  Budget  Office,  using  its  flat-earth 
static  analysis  approach,  estimates  that  repeal  would  cost 
$26  billion  over  five  years,  but  a  more  realistic  study 
done  by  ex-Treasury  economists  Aldona  and  Gary 
Robbins  found  that  repeal  would  actually  increase  feder- 
al revenue,  not  to  mention  boost  the  overall  economy. 

The  clinching  argument  is  a  moral  one:  It's  wrong  for 
the  government  to  arbitrarily  discriminate  against  a  par- 
ticular age  group. 


SOBER  CELEBRATION 

IWhat's  to  be  learned  from  the  United  Nations'  50th     on  one  member  would  be  considered  an  attack  on  all. 
(anniversary  this  year?  Even  UN  supporters  acknowledge     Military   activities   among   the   member   nations   were 


|the  organization's  serious  shortcom- 
ings. For  answers  we  should  look  to 
la  collective  security  institution  that 
Ihas  worked  miraculously  well — the 
[North  Atlantic  Treaty  Organization. 
iNATO's  lessons  are  relevant  to  the 
[future  effectiveness  of  the  UN. 

NATO  was  formed  as  a  defense 
[alliance  by  the  U.S.  and  other  na- 
Itions  against  the  Soviet  Union  in  the 
[late  1940s,  as  the  Cold  War  got  mi- 
lder way.  Its  core  principle:  An  attack 


Are  these  lights  brighter  than  the  UN's  future? 


closely  coordinated,  though  national 
units  remained  separate. 

The  alliance  worked  because  of  a 
common  fear  and  the  leadership  of 
the  U.S.  Washington  did  not  stand 
by  passively  and  wait  for  a  consensus 
to  develop.  Passivity  is  a  prescription 
for  inactivity.  It  was  at  our  initiative 
that  the  alliance  was  put  together, 
and  the  stationing  of  American 
forces  in  Europe  gave  it  credibility. 
When    NATO's   credibility   was   in 
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doubt,  as  it  was  in  the  late  1970s  and  early  1980s,  it  was 
forceful  U.S.  leadership  in  stationing  new  missiles  on  the 
continent  that  restored  the  balance. 

The  alliance  has  worked  brilliantly.  The  Soviet  Union 
never  made  an  overt  military  move  against  Western 
Europe,  although  it  would  occasionally  rattle  its  mis- 
siles and  apply  intense  political  pressure.  The  sense  of 
safety  that  NATO  provided  was  critical  in  enabling 
Europe  to  make  a  rapid  recovery  from  the  rubble  of 
World  War  II. 

REDUCTIO  AD 

One  small  example  of  why  quotas  are  under  heavy 
attack  in  this  country  is  seen  in  the  recent  court  case 
against  Brown  University. 

A  federal  judge  has  ruled  that  Brown  is  guilty  of  sex  dis- 
crimination in  its  athletic  programs.  The  accusation  is  pre- 
posterous. Few  universities  have  done  more  than  Brown 
in  providing  women  with  opportunities  to  play  a  variety 
of  varsity  and  intramural  sports.  In  fact,  Brown's  offer- 
ings are  so  extensive  that  several  of  its  women's  teams 
have  a  hard  time  attracting  sufficient  numbers  of  players. 

But  all  this  made  no  impression  on  that  quota-minded 
judge.  His  sole  criterion  in  making  his  decision  was  that 


The  experiences  of  NATO  that  are  especially  applica- 
ble to  the  UN:  U.S.  leadership  is  an  absolute  necessity 
for  decisive  action,  as  is  a  strongly  defined  sense  of  pur- 
pose. The  organization's  military  flounderings  are  a 
direct  result  of  ill-defined  missions  and  uncertain,  waver- 
ing, dilatory  directions  from  America. 

The  UN's  own  obvious  flaws,  particularly  its  bloated 
bureaucracy  and  its  ongoing  hypocrisies,  shouldn't  blind 
us  to  the  U.S.'  shortcomings  in  shaping  the  post-Cold 
War  world. 

ABSURDUM 

there  were  proportionally  more  men  than  women  playing 
on  Brown's  teams.  That  women  at  Brown  are  not  as  inter- 
ested in  sports  as  are  their  male  counterparts  was  deemed 
to  be  irrelevant.  If  the  percentage  of  women  and  men 
involved  in  athletics  is  not  proportionate  to  enrollment, 
then  the  whole  athletics  program  will  have  to  be  scrubbed. 
Fortunately,  Brown  is  appealing  this  absurd  decision. 
But  the  case  underscores  why  so  many  Americans  have 
turned  so  emotionally  against  quotas.  They  firmly  sup- 
port equality  of  opportunity,  but  they  recognize  that  we 
are  all  too  varied  in  our  interests  and  in  our  abilities  to 
guarantee  equality  of  results. 


WE 

The  death  last  month  of  Dr.  Jonas 
mind  us  of  the  importance  of  diverse 
fighting  diseases  and  to  tackling  other 
medical  problems. 

Until  Salk's  vaccine,  parents  dreaded 
the  summer  outbreaks  of  polio,  mostly 
a  childhood  disease.  While  kids  liked  to 
swim,  parents  associated  the  activity 
with  contracting  this  crippling,  some- 
times fatal,  affliction. 

Salk's  vaccine  just  about  eradicated 
polio  and  made  him  an  international 
hero.  Yet  the  hosannas  from  the  med- 
ical community  were  rather  muted.  He 
was  never  awarded  the  Nobel  Prize  and 
was  never  elected  to  the  National 
Academy  of  Sciences  in  the  U.S.  The 


BENEFIT  FROM  DIVERSITY 

Salk  should  re-  reason:  Salk's  approach  was  not  the  favored  one  of  the 
approaches  to  medical  establishment.  Most  were  partial  to  the  type  of 
_^^__^^^^_^_^^^^^^__  ^  vaccine  that  was  eventually  developed 

f_  .       _.  by  Dr.  Albert  Sabin  and  has  largely 
^^  ^^    /\    \     ^  replaced    the    Salk   version.    (Sabin's 
CHq|    ^*iA)     \     1  niethod  is  taken  orally.) 
■  •  V      1  ^ut  tne  establishment's  arcane  prefer- 

ences hardly  justified  the  underlying 
hostility.  Salk  perfected  his  inoculation 
some  six  years  before  Sabin  did. 
Literally  millions  of  children  worldwide 
thus  escaped  the  horrors  of  polio. 

With  so  much  medical  research  now 
being  funded  by  the  federal  govern- 
ment, there  is  the  constant  danger  that 
maverick,  Salk-like  approaches  will 
never  see  the  light  of  day. 


Polio  victim  in  iron  lung:  Salk  saved 
countless  kids  from  this  fate. 


RESTAURANTS-GO 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and 

•  Gloucester— 37  East  50th  St.  (Tel.:  750-2233). 
Sumptuous  postmodern  interior  with  magnificent  cobalt 
glass  and  copper  chandeliers,  art  deco-inspired  frescoes, 
wicker  lawn  chairs,  and  with  marble  tile  and  dark  wood 
paneling  covering  every  conceivable  surface.  Food,  pri- 
marily fish;  also  offers  California/Nouvelle.  Desserts,  par- 
ticularly fun — especially  banana  cream  pie. 

Sf'uzzi— 58  West  65th  St.  (Tel.:  873-3700).  Once 
one  of  the  hottest  spots  in  town,  with  surly  waiters  and 
second-rate  food.  Now  they  serve  you  with  a  smile.  Food 
has  changed  from  bae   'pretentious  to  bad/pedestrian. 

•  Silk  Restaurant-  378  Third  Ave.  near  27th  St. 
(Tel.:  532-4500).  Meld  o  French  and  Pacific  Rim  works 
beautifully.  Particularly  noteworthy  are  grilled  filet 
mignon  with  baby  vegetables  in  Oriental  peppercorn 
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,  CONSIDER,  STOP 

other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 
sauce  and  grilled  tuna  steak  in  balsamic  teriyaki  sauce 
served  with  horseradish  mashed  potatoes  and  steamed 
baby  vegetables.  Desserts,  magnificent. 

•  Chelsea  Bistro  &  Bar— 358  West  23rd  St.  (Tel.: 
727-2026).  Presentations  are  a  little  fussy,  but  the  food  is 
superb— from  the  tuna  to  the  rack  of  lamb  to  the  French 
fries.  Best  of  all  is  the  creme  brulee. 

•  Mi  Cocina— 57  Jane  St.  (Tel.:  627-8273).  Sensa- 
tional Mexican  food:  fried  calamari  (here  in  a  Mexican 
beer  batter  with  salsa  and  lime);  asparagus  (grilled  in  a 
lime-garlic  sauce);  empanaditas  de  picadillo  (baked 
turnovers  filled  with  beef,  raisins  and  olives);  camarones 
enchipotlados  (shrimp  cooked  in  a  sauce  of  roasted 
tomato,  chipotle  and  white  wine  with  spinach);  and  more. 
Great  desserts,  too.  H 

Forbes  ■  July  31,  1995 


"In  order  to 

truly  provide 
good service, 

I  ask  myself, 
would  I  want  to 
be  served  by  me." 

-Gregory  Dejong 


CLU,  OK.  CFP,  LUTCl 


Transamerica 
life  companies 

When  it  comes  to  high  ethical  standards, 
Gregory  Dejong  stands  fast.  He  feels  everyone 
deserves  to  be  served  with  the  utmost  honesty 
and  respect.  By  practicing  these  principles,  and 
educating  people  on  the  complexities  of  retire- 
ment planning,  Greg  has  helped  many  clients 
ensure  their  own  financial  security.  As  a 
Transamerica  sales  professional,  he's  someone 
you  can  trust  for  life.  To  get  in  touch  with  our 
representative  nearest  you,  call  1-800-367-6842. 


'If  integrity, 
matter  to  y 
matter  to  u. 


muine  caring 
~>i  alone.  They 


niTici  Assurance  C 


BMW  introduces  the  fastest  way  to  unwind  from  the  grind: 
the  M3  Luxury.  It  starts  with  the  dynamic  driving  capabilities 
and  four-seat  practicality  of  the  world-acclaimed  M3, 
and  then  spoils  you  with  sumptuous  comfort  and  luxury. 
The  240-hp  engine  propels  you  from  0-60  in  6.1  seconds* 


yet  you  reach  maximum  comfort  immediately,  firmly  cradlen  ^ 
in  power-adjustable  sports  seats  covered  in  glove-soft  j  ^    ' 
Nappa  leather.  A  multi-function  on-board  computer  anc    c_ 
cruise  control  add  convenience,  while  burnished  hazelnu  »>, 
trim,  exclusive  M-contour  wheels  and  special  body  stylirr ,  ^ 
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adi  ansform  the  daily  commute  into  an  exciting  escape, 
ow,  an  optional  five-speed  automatic  transmission  with 
=r an  bberant  response  makes  gridlock  bearable  -  and  your 
m  ktaway  quick.  By  that  time,  you'll  probably  have  forgotten 
styli  |)0ut  the  Dow,  your  clients  and  everything  else. 


'■J,  1995  BMW' of T-'J'  rth  Ai fl  irij  a 


Call  1 -800-334-4BMW  for  more  information  about 
the  new  M3  Luxury.  A  sports  coupe  that  can  take  you 
away  from  it  all  -  immediately. 

Manual  transmission.  THE  NEW  M3  LUXURY 


Other  Comments 


Get  Reel 

Representative  Dick  Armey  (R- 
Tex.),  an  ardent  fisherman,  on  HR- 
1139,  the  Striped  Bass  Conservation 
Act:  "As  long  as  we  are  on  the  subject 
of  striped  and  other  bass,  may  I  ask  the 
nation — catch  'em,  kiss  'em,  and  re- 
lease 'em."  That's  just  what  we  should 
do  with  politicians  too,  which  is  why 
we  have  a  term-limits  movement. 
-National  Review 

Livening  up  the  Party 

The  50th  anniversary  of  the  signing 
of  the  United  Nations  Charter  [was] 
the  first  of  many  occasions  on  which 
the  U.N.  will  honor  itself  in  the  com- 
ing months.  Yet  as  the  anniversary 
festivities  began,  [an]  incident  illus- 
trated how  difficult  the  U.N.  finds  it 
to  live  with  its  own  principles. 

[There  was  an]  allegation  of  censor- 
ship in  the  publication  of  the  U.N.'s 
own  5 0th -anniversary  commemora- 
tive book,  A  Vision  of  Hope.  The  editor 
protested  that  more  than  70  references 
were  deleted  and  most  focused  on 
nations  cited  for  abusing  human  rights 
or  failing  to  sign  the  U.N.  Universal 
Declaration  of  Human  Rights. 

Gillian  Sorensen,  U.N.  Under  Sec- 
retary-General, responded  that  A 
Vision  of  Hope  was  intended  to  be  a 
commemorative  volume  and  not  a  his- 
tory. As  the  50th-anniversary  celebra- 
tions roll  on,  the  distinction  Sorensen 
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draws  between  history  and  self-con- 
gratulation is  worth  bearing  in  mind. 
-Michael  S.  Serrill,  Time 


The  demonic  paradox  of  writing: 
When  you  put  something  down 
that  happened,  people  often  don't 
believe  it;  whereas  you  can  make 
up  anything,  and  people  assume 
it  must  have  happened  to  you. 
-Andrew  Holleran, 
American  novelist 

Life  on  the  Rocks 

The  mere  request  of  a  Singapore 
Sling  or  a  Manhattan  from  a  bartender 
hearkens  back  [to]  an  era  when  the 
pace  of  life  allowed  for  an  hour's  break 
of  social  commingling  prior  to  dinner. 
Little  wonder  that  in  the  steamrolling, 
sound-bite  1990s,  when  the  12-hour 
work  day  is  measured  in  nanoseconds, 
people  are  once  again  enamored  with 
the  concept  of  winding  down  with  a 
cocktail  or  a  fruit  infusion  drink.  Life  is 
at  its  best  when  it's  shaken  and  stirred. 
-F.  Paul  Pacult,  New  York  Times 
Magazine  advertising  supplement 

Back  to  Basics 

Why  is  it  COMMON  for  high  school 
graduates  to  be  functionally  illiterate, 
uncertain  when  reading  and  incapable 
of  writing  even  a  moderately  compli- 
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"Small  Caesar  salad?" 


cated  paragraph?  Teachers  now  con- 
sider the  traditional  idea  of  teaching 
to  be  intellectually  suspect  and  moral- 
ly offensive  because  it  is  tainted  by 
the  authoritarian  idea  that  there  are 
defensible  standards  and  by  the  ine- 
galitarian  idea  that  some  people  do 
things  better  than  others. 

Multiculturalists,  who  preach  the 
centrality  of  identity  politics  in  every 
endeavor,  argue  that  the  rules  of  lan- 
guage are  permeated  by  the  values  of' 
the  dominant  class  that  makes  soci- 
ety's rules  and  also  makes  victims. 

The  smugly  self-absorbed  profes- 
soriate that  perpetrates  all  this  aca- 
demic malpractice  is  often  tenured 
and  always  comfortable.  The  stu- 
dents on  the  receiving  end  are  always 
cheated  and  often  unemployable. 
-George  Will,  columnist  for  the 

Washington  Post,  in  the 

Bangor  (Me.)  Daily  News 

Expert-ease 

There  are  many  things  in  short  supply 
in  America,  but  experts  are  not  among 
them.  We  are  awash  in  experts:  experts 
on  politics,  management,  divorce,  per- 
sonal finance,  terrorism,  software  and 
much  more.  If  you  are  not  yet  a  certi- 
fied expert  in  something,  you  probably 
soon  will  be.  In  America,  not  everyone 
can  grow  up  to  be  President;  but  almost 
everyone  can  grow  up  to  be  an  expert. 
-Robert  J.  Samuelson,  Newsweek 

Fashionable  Coverage? 

This  SPRING,  reporters  covering  the; 
president  received  a  catalog  of  their 
own,  offering  polo  shirts,  baseball  caps 
and  carry-on  bags  emblazoned  with  a 
"White  House  Press  Corps"  logo. 
The  brainchild  of  Rick  Wilking,  a  pho- 
tographer on  the  White  House  beat, 
the  Wilking  Mountain  catalog  now 
receives  one-third  of  its  orders  from 
beyond  Washington's  beltway.  Admits 
Wilking:  "It  surprised  me  that  people 
outside  the  White  House  press  corps 
would  want  to  identify  themselves  ini 
public  that  way."  Could  a  Sami 
Donaldson  wristwatch  be  far  behind? 
-Thom  Geier, 
U.S.News  &  World  Report 
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The  Bombay  Sapphire  Martini.  As  Arranged  by  Ulla  Darni, 


Sapphire™  Gin.  47%  alc/vol  (94  Proof).  100%  neulral  spirits.  ©1994  Carillon  Importers.  LTD..  Teaneck.  N.J.  ©1994  Ulla  D<ir 
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The   wo  rid    put 
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Every  day  they  meet. 
Millions  of  investors  and 
more  than  2,600  companies 
from  around  the  world. 
Generating  the  capital  that 
creates  vital  products, 
services  and  jobs,  and  a 
better  quality  of  life  for  all. 

This  is  the  New  York 
Stock  Exchange.  Home  to 
the  world's  leading  com- 
panies. Where  investors' 
interests  always  come 
first.  Where  more  capital 
is  raised  than  in  any  other 
equities  market.  And 
where  a  competitive 
auction    market   brings 


©  1995  New  York  Stock  Exchange,  Inc. 


ts    stock    in   u  s . 


together  buyers  and  sellers, 
enabling  each  to  get  the 
best  possible  price. 

Powered  by  the  most 
technologically  advanced 
trading  and  surveillance 
systems,  the  New  York  Stock 
Exchange  demands  that  every 
trade  occur  openly  and  fairly, 
with  equal  preference  to  all 
investors,  large  or  small. 

Integrity.  Liquidity. 
Technology.  Global  vision.  Just 
a  few  of  the  reasons  why  the 


world  puts  its  stock  in  us. 


THE  NEW  YORK  STOCK  EXCHANGE 
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WE'D  LOVE  TO  STAY  AND  CHAT,  BUT 

WE  HAVE  ANOTHER  110,000  FREIGHT 

DELIVERIES  TO  MAKE  TODAY. 


We  hate  to  rush,  but  we're  on  a  rather  tight  schedule 
right  now.  There's  a  container  of  handbags  on  its  way  to 
Hamburg;  car  parts  are  speeding  to  Cleveland;  computer 
keyboards  to  Quebec;  hydraulic  pumps  to  Penang.  And 
those  are  just  a  handful  of  the  thousands  of  on-time,  heavy 
freight  deliveries  The  CF  Companies  make  each  day. 

By  air  and  by  sea,  over  highways  and  railways,  The 
CF  Companies  supply  the  critical  raw  materials,  parts 
and  inventory  that  help  our  customers  operate  success- 
fully. Our  capabilities  range  from  regional  and  nationwide 


trucking  to  worldwide  air  freight,  from  truckload, 
ocean  and  intermodal  services  to  warehouse  and  logisth 
management.  All  backed  by  advanced  Electronic  Dat 
Interchange  technology  and  a  relentless  commitment  t 
cost-control.  It  adds  up  to  more  than  superior  trans- 
portation services:  it  adds  up  to  a  competitive  edge  fo 
your  company. 

To  find  out  more  about  the  cost-savings  and  service; 
we  can  deliver  for  your  company,  call  1-800-520-8465 
today  for  a  copy  of  our  worldwide  resources  brochure 
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THE  CF  COMPANIES 


CF MotorFreight,  Emery  Worldwide,  Con-Way  Transportation  Services,  Menlo  Logistics 
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WE  PUT  YOU  MILES  AHEAD 
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Commentary 

Ion  events  at  home  and  abroad 


JBy  Caspar  W.  Weinberger,  Chairman 


SOUND  AND  FURY  SIGNIFYING  NOTHING 


T 


The  suspicion  that  President  Clinton's  only  foreign 
policy  is  to  get  reelected  was  broadly  supported  by  the 
widely  overblown  trade  agreement  with  Japan. 

It  had  become  evident  that  the  U.S.  needed  some 
kind — any  kind — of  an  excuse  to  abandon  our  ill -thought- 
out  threats  of  securing  trade  sanctions  against  Japan  and  of 
imposing  100%  punitive  tariffs  against  many  Japanese 
automobiles.  The  tariffs  caused  such  an  outcry  from  voters 
whose  jobs  and  incomes  would  suffer  that  Clinton  politi- 
cal operatives  realized  that  any  small  gain  among  Detroit's 
voters  would  be  more  than  offset  by  the  loss  of  support  in 
states  with  far  more  electoral  votes  than  Michigan  has. 

Negotiations  then  became  a  des- 
perate search  for  something  Mr. 
Clinton  could  call  a  "victory."  It  was 
decided  that  meetings  would  con- 
tinue until  the  eleventh  hour,  at 
which  point  we  would  revoke  the 
nearly  $6  billion  in  proposed  tariffs 
against  Japan's  "luxury"  cars  in 
return  for  whatever  we  managed  to 
get  from  Japan. 

What  we  got  was  little  enough: 
Japan  had  already  agreed  to  "volun- 
tary plans"  to  buy  more  American- 
made  auto  parts.  These  prior  agree- 
ments will  now  be  "expanded,"  but 
there  is  no  enforcement  mechanism;  if 
any  companies  wish  to  stop  "volunteering,"  they  may  do  so. 
{§■  Japan  will  "encourage"  its  dealers  to  sell  more 
American  cars,  provided  that  somebody  in  Japan  wants 
to  buy  them,  and  will  allow  more  dealerships,  provided 
that  American  auto  manufacturers  decide  to  make  the 
heavy  investments  required  for  them. 

The  Japanese  government  will  "take  steps"  to  open 
some  of  Japan's  markets  to  U.S. -made  replacement  parts. 
■  Japan's  major  automobile  makers  will — as  they  have 
long  planned  to  do — build  more  automobiles  in  the 
U.S.  This  will  mean  increased  investment  of  Japanese 
capital  here,  which  will  mean  more  Japanese  owner- 
ship of  American  real  estate  and  factories,  which  will 
mean  more  and  better  competition  by  Japanese 
automakers  against  U.S.  automakers.  Why  are  Japan- 
bashers  in  the  Administration  cheering  this? 

In  his  victory  announcement  Mr.  Clinton  said  that  we 
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Trade  negotiators  Kantor  and  Hashimoto: 

No  wonder  Hashimoto  is  smiling. 


have  received  a  promise  of  a  three-year,  $9  billion 
increase  in  Japanese  purchases  and  a  commitment  to 
increase  to  1,000  the  number  of  dealerships  in  Japan 
handling  U.S.  cars.  These  specific  numbers,  however, 
are  not  part  of  the  agreement.  Japan  made  no  promises 
that  could  remotely  be  construed  as  commitments  to 
purchase  or  increase  anything.  As  the  Japanese  negotia- 
tor Ryutaro  Hashimoto  said,  "We  are  able  to  maintain 
the  principles  of  free  trade."  Translated,  this  means:  We 
did  not  promise  any  specific  numbers. 

As  the  London  Financial  Times  put  it,  "No  amount  of 
American  rhetoric  can  disguise  the  fact  that  Japan  has  won 
the  latest  trade  battle.  The  main  bone 
of  contention,  commitment  to  a  spec- 
ified increase  in  imports  of  U.S.  mo- 
tor components,  has  been  dropped. 
Meanwhile,  the  Japanese  car  manu- 
facturers have  agreed  to  do  what  they 
already  wanted  to:  increase  produc- 
tion offshore.  Given  the  impact  of  the 
ever-rising  yen,  Japanese  production 
has  become  increasingly  uncom- 
petitive. The  car  manufacturers  have 
long  held  plans  to  increase  U.S.  pro- 
duction, but  such  action  risked  gov- 
ernment criticism  for  sacrificing 
Japanese  jobs."  Now  Japanese  manu- 
facturers can  simply  carry  out  their 
plan,  apparently  without  government  criticism. 

Many  of  the  procedural  steps  that  Japanese  auto  com- 
panies said  they  would  take,  such  as  establishing  an 
imports-promotion  committee,  have  been  promised  be- 
fore but  have  not  led  to  increased  sales  of  U.S.  products. 
In  short,  we  reversed  Theodore  Roosevelt:  We  spoke  loud- 
ly but  carried  a  very  small  stick.  Japanese  companies  may 
well  increase  purchases  of  American  parts  if  it  is  profitable 
for  them  to  do  so;  this  is  the  way  of  the  free  market. 

There  was  no  need  for  this  two-year  turmoil,  which 
has  fraved  the  Japanese-American  security  relationship. 
We  must  stay  closely  allied  on  these  matters  because  our 
presence  in  Japan  helps  us — as  well  as  Japan — defend  a 
vital  portion  of  the  world  essential  to  the  defense  of 
America.  When  our  officials  forget  or  ignore  the  need  to 
preserve  this  relationship,  the  world  once  again  sees  the 
weakness  and  ineptitude  of  U.S.  foreign  policy.  ■ 
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ALONG  THE  BLACKTOPPED 
speedway  of  Indianapolis,  the 
pressures  of  competing  M  ~~^y? 
at  200  miles  per  hour    ^—^^r~{ 
exert  inhuman  force.  Gravity 
punishes  drivers  with  a  12-pound 
hand.  And  in  the  pit,  laptop 


computers  now  determine  wing 
angles  on  cars  called  simply 
"rocket  machines? 

It  was  here  that  the  crippling 
AntiEXE  computer  virus  struck. 
Data  vanished.  Calculations  fal- 
tered. IBM  was  called  in. 


Armed  with  IBM  At -fn 
software  downloaded j 
Sterling  Forest,  New  Yor  tod 
experts  fought  the  virus  [ 
by  laptop,  even  for  tea 
IBM  customers. 
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•us  were  gone.  And  for  GA050.  Or  visit  us  on  the 

drivers  competing  for  World  Wide  Web  at  http://www. 

)j  tality,  a  small  pressure,  brs.ibm.com/ibmav.html 
t,  was  removed. 

)r  more  about  Anti  Virus  "E"  s-r  "=ii=" 

ion  and  other  services,  =  — — ~  =r  ~  =« 

n\lt$00  IBM-3333,  ext.  Solutions  for  a  small  planet™ 
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In  Tennessee,  Britanny  Johnson  and  her  mother,  Kathy,  attend  classes  together  through  Families  for  Learning,  a  program  sponsored  by  Toyota. 
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FROM  A  to  B. 


AT  TOYOTA,  we  believe  a  car  company  can  also  be 
a  vehicle  for  change.  That's  why  for  more  than  20 
years,  we've  been  supporting  educational  programs 
that  range  from  kindergartens  to  colleges  to  job- 
training  programs  and  beyond.  In  the  last  four 
years  alone,  Toyota  has  invested  more  than  $50  mil- 
lion in  worthwhile  educational  organizations  like 
the  National  Center  for  Family  Literacy,  United 
Negro  College  Fund  and  hundreds  of  other  pro- 
jects across  America.  As  the  fourth-largest  manufac- 
turer of  vehicles  in  America,  Toyota  is  committed 
to  helping  individuals  go  as  far  as  they  possibly  can. 


Investing     in     i  h  e     things     we     all     care    about.    TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,   9  West  57th  Street,  Suite  4900-Q2,  New  York,  NY  10019 
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Uncle  Sam's  underwear  deals 


Textiles  and  apparel  have  long  been  the 
most  protected  of  all  U.S.  industries,  save  farm- 
ing. The  cost  of  this  protection  is  enormous. 
The  Institute  for  International  Economics  reck- 
ons quotas  and  tariffs  on  foreign  textiles  and 
apparel  goods  cost  U.S.  consumers  some  $9 
billion  a  year.  That  works  out  to  $50,000  a 
year  for  each  job  in  the  U.S.  apparel  industry, 
which  pays  an  average  of  $20,000  a  year. 

Recently,  however,  a  handful  of  developing 
countries  that  export  underwear  to  the  U.S. 
have  put  a  dent  in  this  protection  racket. 
Here's  what  happened: 

In  March  the  U.S.  proposed  to  use  the  new 
GATT  (now  the  World  Trade  Organization )  rules 
to  set  quotas  to  prevent  imports  of  men's  and 
women's  underwear  from  the  Dominican  Re- 
public, Costa  Rica,  Honduras,  El  Salvador, 
Colombia,  Thailand  and  Turkey  from  growing 
beyond  their  1994  levels.  The  Dominican  Re- 
public caved  in  to  U.S.  pressure.  But  the  other 
countries  fought  back  by  threatening  to  take 
the  U.S.'  quotas  to  the  WTO,  where  trade  experts 
believe  the  U.S.  would  have  lost.  Rather  than 
take  that  chance,  the  U.S.  backed  off  and  offered 

Inflationary  blip  ahead? 

"Inflation  will  look  okay  for  much  of  the 
rest  of  ihis  year,  running  at  around  31/4%  for 
overall  consumer  prices,"  says  John  Mueller. 
"But  in  early  1996  it  will  grow  by  a  point." 
Mueller,  a  monetarist  and  principal  of  Ar- 
lington, Va. -based  consulting  firm  Lehrman 

Inflation:  dying  but  not  dead 

Percentage  monthly  change  (annualized) 


World  dollar  base* 


Food  and  energy  elements  of  the  CPI 


96     '97 


*U.S.  currency  plus  U.S.  bank  reserves  plus  dollar  assets  held  by  foreign 

central  banks. 

Source:  Lehrman  Bell  Mueller  Cannon,  Inc. 

To  show  the  lagged  relationship  between  money 
growth  and  U.S.  inflation,  this  chart  shifts  the  global 
supply  of  dollars  line  forward  two  years— for  example, 
the  1987  peak  in  dollar  supply  is  charted  as  happening 
in  1989.  The  1994  peak,  in  dollar  growth  (plotted  for 
1996),  implies  higher  U.S.  inflation  in  1996. 
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much  more  generous  deals. 

For  example,  the  U.S.  originally  proposed 
for  Colombia  a  quota  on  its  underwear  exports 
of  1.5  million  dozen  pairs  a  year,  same  as 
Colombia's  1994  exports  to  the  U.S.  Under  the 
revised  offer,  the  quota  jumps  to  3  million 
dozen.  And  there's  a  further  sweetener.  Colom- 
bia's underwear  quota  could  go  to  30  million 
dozen  pairs  if  the  country's  shorts  are  assembled 
solely  from  U.S.  fabric  that  is  cut  in  the  U.S. 
(Some  trade  experts  believe  that  such  an  incen- 
tive scheme  falls  afoul  of  the  newwro  trade 
rules,  but  this  remains  to  be  seen.) 

The  latest  proposals  suit  most  of  the  large 
U.S.  apparel  firms,  because  they  own  and  oper- 
ate underwear  factories  in  these  developing 
countries — examples  include  Bestform  Founda- 
tions, Warnaco  and  Maidenform  Worldwide. 
The  proposals  also  suit  such  leading  lobbyists 
for  protection  as  Fruit  of  the  Loom,  Sara  Lee 
and  Milliken:  They  all  make  underwear  fabric 
and  so  will  benefit  from  the  incentive  to  use 
U.S.  materials. 

The  new  deal  will  even  help  U.S.  consumers 
by  cutting,  somewhat,  the  cost  of  underwear. 


Bell  Mueller  Cannon,  bases  his  prediction  on 
the  well-established  relationship  between 
changes  in  the  money  supply,  as  measured  by 
growth  of  U.S.  dollars  in  circulation,  and 
changes  in  prices.  Note  that  Mueller  uses  a 
broad  measure  of  dollars  in  circulation:  He  adds 
dollar  assets  held  by  foreign  central  banks  to 
the  U.S.  monetary  base  (currency  plus  bank 
reserves),  giving  him  a  global  supply  of  dollars. 

Mueller's  empirical  work  has  demonstrated 
that  changes  in  this  broad  monetary  measure 
accurately  foretell  what  will  happen  to  prices 
two  years  later.  In  the  chart  we  have  shown  these 
lags  by  shifting  forward  by  two  years  the  blue 
line  showing  changes  in  the  monetary  base 
growth.  In  other  words,  the  slower  growth 
that  began  in  1989  appears  in  the  chart  as  if  it 
began  in  1991. 

After  the  monetary  base  began  growing 
more  slowly  in  1989,  prices  (represented  in  our 
chart  by  politically  sensitive  food  and  energy 
prices)  began  to  fall  two  years  later,  in  1991. 
Money  growth  rose  again  in  1993;  prices  have 
increased  by  one  point  over  the  last  12  months. 

Looking  ahead,  Mueller  says  broad  money 
growth  peaked  in  1994.  History  suggests  prices 
will  continue  to  be  pulled  up  between  now 
and  sometime  next  year — the  chart's  dotted 
line — by  around  one  percentage  point. 

If  Mueller  is  correct,  inflation  may  be  dying, 
but  it  isn't  yet  in  the  grave.  tM 
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E  FORBES  INDEX 


BY  SHLOMO  Z.  REIFMAN 


The  Forbes  Index  (1967=100) 
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U.S.  auto  sales,  including  imports,  fell  2.5%  in  the  first 
half  of  1995  as  7 .1  million  vehicles  (cars  and  all  trucks) 
were  sold.  The  outlook  for  the  second  half  of  the  year? 
Chrysler  economist  Van  Bussmann  expects  the  Fed  funds 
rate  to  be  cut  another  0.25%  by  the  end  of  this  summer 
and  thinks  that  this  cut  will  help  car  sales  get  back  on 
track.  "Stable  monetary  policy  is  crucial  in  maintaining 
level  unit  sales  from  year  to  year,"  asserts  Bussmann.  His 
current  forecast  for  1995:  sales  of  15.2  million  cars  and 
trucks,  or  1.3%  below  1994's  pace. 


'Preliminary      tRevised 
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Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.75% 

Auto  sales  year  to  date  vs  1994' 

Ward's  Automotive 

-4.4% 

Index  of  leading  indicators  May  vs  Apr 

Dept  of  Commerce 

-0.2% 
-$116  bil 

Trade  balance1 12  months  ended  Apr  1995 

Dept  of  Commerce 

All-commodity  producer  price  index1  May  vs  Apr 

Dept  of  Labor 

0.3% 

GDP  1  st  quarter  vs  4th — annualized  growth 

Dept  of  Commerce 

2.7% 

M24  (3-month  change) — annualized  growth 

Federal  Reserve 

3.6% 

1  U.S.-based  manufacturers,  excludes  imports,  as  of  6/30/95. 2Total  goods  and  services.  Wholesale  goods. 
*  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 
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Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 


Services     •    Total  index 


Inventories      •    New  orders 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


3150 


Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


385 


360 


195 


185 


1 1  iliflM 

New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 


AMJJASONDJFMAIvl 


* 


AMJJASONDJFMAM 


38 


Forbes  ■  July  31,  1995 


The 

REWARDS 


You  Need  A  Bank 

That  Delivers 

Across -The-Board  Quality, 

Around  The  World. 


ikWWITTV! 


RR 


v^j 


Innovative  Solutions 
Through  State-Of-The- 
Art  Technology. 


.% 


h* 


A' 


<%** 


SmithKline  Beecham 


Has  A  Partner  Like 
That  In  36  Countries 
Worldwide. 


For  years,  SmithKline  Beecham  has  relied 
on  Citibank  for  high-quality  execution  of 
innovative  solutions.  Around  the  world. 
Citibank  is  helping  one  of  the  world's 
leading  health  care  companies  sharpen  its 
competitive  edge. 
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lhanks  to  Sprint  Business,  we're 
filling  offices  across  the  country." 


Keeping  track  of 

over  600,000  temporary 
employees  wasn't  easy." 

Kelly  Services  has  to  fill  positions 

quickly.   But  because  each  Kelly®  office 

maintained  separate  files,  finding  the 

right  candidate  was  time-consuming. 

"With  Sprint  technology,  we 
can  access  everyone 
at  the  push  of  a  button." 

With  the  SprintNet®Data  Network, 

information  on  every  employee  goes 

into  a  database.   That  lets  Kelly  staff  check 

availability  instantly  —  and  quickly  find  the 

right  person  for  the  right  job.  They  can 

even  access  personnel  files  at  over 

1,000  Kelly  locations  nationwide. 

"Our  business  has  grown  30%." 

Sprint  has  helped  Kelly  Services  assign 

more  people  to  more  jobs  in  half  the  time. 

Which  has  given  Kelly  the  competitive  edge. 

And  that's  a  nice  position  to  be  in. 

Gall  now.   We'll  help  your  business 

do  more  business,  too. 
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Beset  by  recession  and  deflation,  Japan  is  slowly 
changing.  For  better  or  worse  it  is  becoming 
more  like  the  U.S. 

Job  shokku 


By  Gale  Eisenstodt 

Seiichiro  Saito  draws  three  crude 
triangles,  one  representing  Japan,  the 
others  the  U.S.  and  Germany.  The 
U.S.  and  German  triangles  are  both 
fairly  low  and  broad.  "The  Japanese 
triangle  is  abnormally  tall  and  skin- 
ny,'1 observes  Saito,  a  professor  at 
Rikkyo  University  and  author  of  a 
recent  book  on  Japan's  current  bout 
of  deflation. 

The  triangle  illustrates  a  tradeoff: 
The  height  indicates  the  cost  of  living 
in  each  country,  the  base  a  combina- 
tion of  the  unemployment  rate  and 
the  percentage  of  manufacturing  each 
country  does  overseas.  His  point  is 
simple:  Japan  has  kept  jobs  at  home 
and  unemployment  low,  but  at  the 
cost  of  its  living  standards. 

At  present  only  around  10%  of  Ja- 
pan's production  is  located  overseas 
versus  25%  for  the  U.S.  and  19%  for 
Germany,  and  Japanese  unemploy- 
ment is  just  3.1%,  way  below  the  U.S. 
and  German  rates.  But  even  the 
cheapest  cup  of  take-out  coffee  in 
Tokyo  still  costs  $2. 

But,  says  Saito,  the  Japanese  trian- 
gle is  going  to  flatten  out  and  start 
looking  more  like  the  U.S.  and  Euro- 
pean models,  with  more  overseas 
manufacturing,  more  jot»lessness,  off- 
set by  lower  consumer  prices  and 
better  living  standards.  "We  are  see- 
ing the  normalization  of  Japan,'1  he 
says,  predicting  that  over  the  next 
three  to  five  years  Japan's  normal 
unemployment  rate  will  reach  5%. 
This  will  happen  even  though  Japan's 
working  population  is  in  imminent 
decline. 

The  principal  casualty  of  this  nor- 


42 


malization  will  be  job  security  as  more 
and  more  Japanese  will  experience  the 
terror  of  joblessness  for  at  least  brief 
periods.  Yukio  Noguchi,  an  econom- 
ics professor  at  Hitotsubashi  Univer- 
sity, calls  the  widespread  practice  of 
lifetime  employment  a  hangover  from 
"the  1940  system"  of  Japan's  fascistic 
total  mobilization  policy  in  World 
War  II. 

Under  the  1938  national  mobiliza- 
tion law,  shareholder  rights  were  re- 
stricted and  the  government  ordered 
companies  to  place  priority  on  keep- 
ing workers  hippy.  Between  1939 
and  1943  the  military  government 
introduced  laws  that  restricted  job 
mobility  and  laid  the  foundation  for 
Japan's  seniority  wage  system.  After 
the  war  the  laws  were  abolished,  but 
Japan's  managers  found  these  labor 
practices  useful  in  rebuilding  the 
economy. 

But  Japan  can  no  longer  afford  the 
payroll  padding  that  these  policies 
encourage.  Anyone  who  has  walked 
through  Japanese  factories  and  offices 
knows  how  efficient  the  factories  are 
and  how  overstaffed  the  offices  are. 
Officially  2  million  Japanese  workers 
are  unemployed,  but  Salomon  Broth- 
ers' Tokyo-based  economist  Robert 
Feldman  figures  that  6.5  million 
workers  could  be  let  go  without  pe- 
nalizing productivity,  up  from  5.7 
million  the  previous  quarter. 

In  short,  if  a  chunk  of  these  unpro- 
ductive workers  were  let  go,  real  un- 
employment in  Japan  would  be  closer 
to  the  U.S.  and  German  rates.  But 
whereas  the  U.S.  government  pays 
unemployment  benefits  out  of  tax 
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l-evenues,  the  Japanese,  in  effect,  en- 
Izourage  business  to  absorb  the  cost, 
Inaking  Japanese  business  less  com- 
petitive. In  either  case,  the  economy 
l^ears  the  costs,  but  the  Japanese  sys- 
tem makes  its  economy  less  flexible. 
I\s  a  result  of  being  forced  to  keep  on 
lanneeded  workers,  Japanese  compa- 
nies are  notoriously  reluctant  to  cut 
Izapacity.  Thus  their  reputation  for 
Iiweremphasizing  market  share  at  the 
l;xpense  of  profits. 

Late  last  year  Moody's  issued  a 
|-eport  warning  that  "strict  adherence 
l:o  the  traditional  lifetime  employ- 
ment system  may  weaken  a  company's 
|;redit  fundamentals." 

As    Professor    Saito    said,    this    is 


changing.  Employees  are  being  asked 
to  retire  at  an  earlier  age.  Many  com- 
panies, including  Citizen  Watch,  have 
stopped  hiring  recent  college  gradu- 
ates. A  record  160,000  1995  gradu- 
ates don't  have  jobs  this  year.  In  May 
employment  in  Japan's  manufactur- 
ing sector  shrank  by  nearly  5% 
(740,000  jobs)  year  to  year,  the 
sharpest  decline  since  after  the  first  oil 
shokku  of  the  1970s.  The  unem- 
ployment rate  for  "discouraged" 
workers — those  willing  to  work  but 
not  actively  seeking  jobs  (in  Japan, 
mainly  women) — at  9%  is  roughly  the 
same  in  Japan  as  it  is  in  the  U.S. 

Jobs  in  the  wholesale/retail  sector 
are  also  contracting  as  Japan's  labor- 


Endangered  species? 

Some  Japanese  companies  have  stopped  hiring  college  graduates. 
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intensive  distribution  system  loses 
ground  to  computer-intensive  dis- 
counters. Toys  "R"  Us  opened  its 
first  store  in  Japan  in  1991  and  now 
has  29. 

McKinsey  &  Co.  estimates  that  dis- 
counters will  increase  their  combined 
share  of  the  household  products  mar- 
ket from  40%  now  to  60%  by  the  year 
2000,  eliminating  hundreds  of  mom- 
and-pop  retail  outlets,  lowering  the 
cost  of  living  in  the  process  but  also 
throwing  hundreds  of  thousands  of 
people  out  of  employment. 

The  specter  of  possible  joblessness, 
almost  unknown  previously  in  Japan, 
now  haunts  millions  of  workers.  The 
immediate  effect  is  a  worsening  of  the 
recession,  as  worried  Japanese  build 
their  rainy  day  savings:  The  savings 
rate  of  salaried  households  has 
climbed  to  29%,  a  near-record  level. 

As  Japan  slowly  and  reluctantly  de- 
regulates its  economy  and  becomes 
more  like  the  West,  there  will  be 
further  pain.  Deregulation  and  its 
companion,  competition,  mean  lower 
prices,  more  deflation,  in  short,  on 
top  of  the  property  price  deflation 
already  threatening  the  solvency  of 
the  Japanese  banking  system.  As  Pro- 
fessor Saito's  triangle  flattens,  it  will 
cause  severe  strains  and  distortions  in 
Japanese  society.  The  flattening  will 
also  meet  resistance:  A  lot  of  Japanese 
still  feel  comfortable  with  the  old 
svstem,  and  the  Labor  Ministry  still 
pays  companies  subsidies  to  keep  em- 
ployees on  the  job.  When  Tokyo's 
Misumi,  a  distribution  firm,  recently 
tried  to  diversify  into  medical  equip- 
ment, most  Japanese  medical  supply 
firms  refused  to  fill  its  orders  for  fear 
Misumi  would  use  its  computerized 
network  to  undercut  its  existing 
wholesalers. 

"People  here  have  achieved  a  rea- 
sonable level  of  economic  affluence  so 
they  don't  want  to  lose  what  they 
have,"  observes  Kenji  Sato,  one  of 
Japan's  most  provocative  young  writ- 
ers. "Most  Japanese  really  don't  want 
much  deregulation."  Wanted  or  not, 
deregulation  and  a  less  ordered  soci- 
ety are  coming  to  Japan.  Denied 
plies  by  the  medical  a  Mi- 

sumi is  using  the  Inte  lor 

U.S.  and  European  >  ippli  . v  i  he  old 
Japan,  capitalist  lalistic  rem- 

nants and  oh1  v\  itli  control  and 

order,  is  simply  out  of  date.  Hi 
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Many  of  the  qualities  that  made  Herman  Miller  a  great 
company  are  proving  a  hindrance  in  the  1990s. 
Hence  the  turmoil  at  the  top. 

Tarnished  icon 


By  Marcia  Berss 

Herman  Miller,  Inc.,  the  $1  billion 
(sales)  office  furniture  maker  based  in 
Zeeland,  Mich.,  is  a  much-celebrated 
company,  a  virtual  icon.  New  York's 
Museum  of  Modern  Art  displays 
Miller  products,  including  its  famous 
lounge  chair  by  Charles  Eames.  Tom 
Peters'  A  Passion  for  Excellence  sings 
the  company's  praises,  and  Herman 
Miller  regularly  makes  those  lists  of 
"most  admired"  companies. 

Only  one  problem:  Herman  Miller 
isn't  very  profitable  these  days. 

In  1992  it  lost  money,  its  first  loss 
ever.  Excluding  restructuring 
charges,   its   net   profit   margin   was 


barely  3%  for  the  latest  fiscal  year 
ended  May  31 .  This  was  less  than  half 
what  the  company  earned  in  the  mid- 
1980s  and,  as  a  consequence,  the 
stock  has  barely  moved  in  a  decade.  In 
1985  it  sold  at  24;  its  over-the- 
counter  shares  recently  fetched  24V2. 
Compare  this  with  office  furniture 
maker  Hon  Industries,  which  earned 
6.4%  on  sales  last  year  and  whose 
stock  has  climbed  fourfold  in  the  last 
decade. 

Since  its  founding  in  1923,  Her- 
man Miller  has  been  run  in  a  paternal- 
istic fashion  by  the  DePree  family. 
Devout  members  of  the  Dutch  Third 


Recently  departed  Herman  Miller  chairman  J.  Kermit  Campbell  and  the  new  Aeron  chair 
Was  his  cost-cutting  too  much  for  Miller's  board?  Or  too  little? 


44 


and  ca 

60St-Ct 


Vol 
proble 

b  i 

b  m 
grow 

BOlVtl 

conipj 

COM  ill 

Hen 


Reformed  Church,  the  DePrees  al- 
lowed Miller's  workers  to  vote  on' 
issues  like  organizational  structure 
and  monthly  bonus  productivity  for- 
mulas. This  democracy  in  the  work- 
place helped  build  the  company's  rep- 
utation, and  created  a  loyal  work  force 
that  turned  out  well-made  products 
that  could  sell  at  a  premium  price.  The 
company  thrived  in  the  mid-1960s 
and  1970s  with  its  "'open  office" 
movable  partitions  and  modular  fur- 
niture for  easy  reconfiguring.  It  hired 
celebrated  designers  like  Charles 
Eames  and  spent  heavily  on  research. 
Even  now  r&d  spending  is  about  3% 
of  sales,  double  the  industry  average. 

But  in  recent  years,  as  growth  has 
slowed  in  office  furniture,  it  has  be- 
come harder  to  command  premium  i 
prices. 

Although  the  company  has  long :  P 
been  publicly  owned,  the  DePrees, , 
who  own  just  1%  of  the  stock,  contin 
ued  to  run  it.  But  in  May  the  guard  I 
changed.  Max  DePree,  the  founder's i 
second  son,  retired  as  chairman  and  I 
named  as  his  successor  Kermit  Camp 
bell,  57,  an  outsider  who  was  a  top1 
executive  at  silicone  maker  Dow  Cor 
ning  before  joining  Herman  Miller  asd C0llllt 
chief  executive  in  1992. 

As     chairman,     Campbell     began) 
shaking  things  up  and  cutting  Her 
man  Miller's  bloated  costs.  Quick  toi' 
go:  the  head  of  Herman  Miller's  big 
gest  division,  workplace  systems,  who  i 
was  a  20-year  company  veteran.  Alsoi 
out:  the  company's  chief  financial  of- 
ficer. Campbell  also  wanted  to  cutt 
selling  and  administrative  costs,  slic- 
ing operating   expenses   to   25%  ofil 
sales,  from  30%  currently. 

Campbell  intended  to  cut  about' 
200  employees  from  a  work  force  oft! 
6,000  through  early  retirement  on 
firing.  He  closed  plants  in  Texas  and: 
New  Jersey  to  cut  transportation  costs' 
and  move  goods  through  factories 
faster.  Several  Miller  showrooms  have 
been  shuttered.  Under  Campbell 
Miller  might  no  longer  make  the 
pages  of  The  100  Best  Companies  tc 
Work  for  in  America,  but  it  would 
survive. 

It  was  not  to  be.  In  mid- July,  barely 
two  months  after  being  named  chair- 
man, Campbell  "resigned"  and  the> 
board  named  Michael  Volkema,  39. 
chief  executive.  Volkema  joined  Her- 
man Miller  with  its  1990  acquisition 
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and  came  to  the  board's  notice  for  his 
cost-cutting  in  the  small  ($100  mil- 
lion sales)  unit. 

Volkema  must  confront  the  same 
problems  Campbell  faced.  Even  if 
U.S.  corporate  profits  remain  strong, 
few  expect  sales  of  office  furniture  to 
grow  at  more  than  5%,  and  what 
growth  there  is  will  probably  go  to 
companies  that  manufacture  lower- 
cost  furniture. 

Herman  Miller  remains  a  high-cost 
producer,  and  proud  of  it.  Last  year  it 
introduced  the  company's  new  Aeron 
chair,  made  from  a  proprietary  mesh 
material  that  keeps  the  torso  cool.  As 
an  exercise  in  design,  the  Aeron  is  a 
winner,  but  it  lists  for  up  to  $1,150, 
compared  with  $700  for  many  other 
office  chairs.  At  a  time  when  business- 
es are  making  ever)'  penny  count, 
premium-priced  office  furniture  is  a 
luxury. 

One  promising  market  is  furniture 
for  the  home  office.  "We'll  have  40 
million  or  50  million  people  working 
some  part  of  their  day  at  home," 
Campbell  told  Forbes  shortly  before 
his  departure.  Campbell  was  hoping 
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Here's  a  U.S.  manufacturer  who  sells  plenty  of  auto 
parts  to  the  Japanese  without  much  help  from  the  pols. 

The  TRW  way 


By  Jerry  Flint 

Politicians  posture  with  tough  talk 
to  the  Japanese,  but  business  people 
like  Joseph  "call  me  Joe"  Gorman 
nail  down  the  orders. 

Sandy-haired  and  hard-driving,  58- 
year-old  Gorman  is  chairman  of 
Cleveland's  trw  Inc.  He  was  selling 
auto  parts  in  Japan  when  Mickey  Kan- 
tor  was  still  a  lawyer.  A  decade  ago 
TRW  sold  $70  million  worth  of  auto 
parts  to  Japanese  carmakers.  Last  year 


Japanese  that  the  global  trading  sys- 
tem is  at  risk — Japan's  current  trade 
deficit  is  unsustainable.  One  way  they 
can  help,  and  serve  their  own  inter- 
ests, is  to  buy  more  parts." 

"Understand,"  adds  Gorman, 
"the  Japanese  don't  just  call  us  up  and 
say,  'We  want  part  X.'  They  say,  'Help 
us  design  a  car.  You  do  the  valve  train 
or  the  suspension.'  Our  engineers 
have  to  be  there  [in  Japan],  and  they 


Qj  that  the  firm's  quality  image  would 

|erj  count  for  more  with  consumers  than 
with  the  dealers  that  typically  sell  to 

foj]  large  corporate  customers. 

Last   year   Herman    Miller   intro- 

c|[j  jduced  its  first  home  office  line,  and 
^marketed  it  through  Crate  &  Barrel 
retail    stores.    It's    top-dollar    stuff: 

yj  $1,799  for  a  desk.  How  many  buyers 
will  go  with  Herman  Miller  when  they 
can  walk  into  an  OfficeMax  store  and 
buy  a  $725  desk  made  by  Hon  Indus- 
tries? This  problem  is  compounded 
by  Herman  Miller's  longstanding 
practice  of  doing  only  minimal  prod- 
uct advertising. 

Campbell's  replacement,  Michael 

SJ  Volkema,  is  apparently  not  popular 
with  the  big  dealers.  He  previously 
headed  a  Herman  Miller  venture  that 

.J  provides  furniture  management  ser- 
vices like  warehousing  and  installa- 
tion. Miller's  dealers  fear  the  unit 
could  bypass  them  and  sell  direct  to 
big  customers. 

For  all  this  turmoil,  Herman  Mil- 
ler's corporate  strategy  remains  clear: 
Stick  to  making  high-quality,  well- 
jj  designed  furniture  and  let  the  prod- 
uct speak  for  itself.  It  worked  well 
bnce.  Will  it  again?  There's  no  guar- 
antee. ■■ 


TRW  Chairman 
Joseph  Gorman 
"We're  giving 
most  of  [our 
savings]  back 
in  price,  but  not 
all  of  it." 


the  number  was  $800  million,  and 
Gorman  believes  he's  just  getting 
started.  "Looking  at  the  next  three  or 
four  years  and  projecting  conserva- 
tively," he  says,  "I  see  $1 .2  billion  [in 
sales  to  Japan  ] .  But  my  best  estimate  is 
$1.5  billion.  And  I  wouldn't  expect 
sales  to  plateau  there." 

Joe  Gorman  has  no  illusions  about 
Japanese  trade  policies,  so  he's  not 
objecting  to  current  Administration 
Japan-bashing.  But  when  the  chips 
are  down,  he  says,  it's  not  politicians 
but  market  forces  that  create  the  op- 
portunity for  prying  the  doors  open. 

Gorman  ticks  off  the  reasons  the 
Japanese  are  willing  to  buy  American: 
"Because  of  the  yen  strengthening 
against  the  dollar,  they  are  looking  for 
dollar-denominated  parts.  There's 
also  a  realization  on  the  part  of  the 
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are.  It's  not  just  salesmen.  We  have  to 
be  there  with  the  process  engineers, 
to  work  with  them  on  rapid  prototyp- 
ing. And  as  you  ramp  up  production, 
you're  asked  to  do  more  development 
work." 

TRW  can't  afford  to  ignore  the  Japa- 
nese market  because  auto  parts  are  its 
bread  and  butter.  Sales  hit  $9  billion 
last  year;  62%  came  from  auto  parts, 
with  space  and  defense  contributing 
most  of  the  rest,  trw  grinds  out  air- 
bags,  power  steering  and  engine 
valves.  Those  products  remain  strong 
even  though  auto  sales  and  the  econo- 
my have  slowed  a  bit.  At  $2.6  billion, 
trw's  first- quarter  sales  were  up  20% 
from  the  year  before.  First-quarter  net 
income  was  $1.72  a  share,  against  97 
cents  a  share  in  last  year's  first  quarter. 

Gorman  seems  a  little  more  con- 
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TRW  Inc. 

cerned  about  the  auto  market  in  the 
U.S.  right  now  than  about  his  Japa- 
nese prospects.  "I  think  we  have  a 
fragile  economy,1'  he  says.  He's  en- 
couraged by  Alan  Greenspan's  deci- 
sion to  cut  interest  rates  a  sliver  but 
worries  that  rates  are  still  too  high 
because  the  Fed  is  spooked  by  an 
inflation  bogeyman. 

In  Gorman's  experienced  view, 
global  competition  has  pretty  well 
knocked  inflation  on  the  head.  "Or- 
ders can  go  to  Mexico,  Korea,  any- 
where," he  says,  pointing  out  that 
inflation  isn't  much  of  a  threat  in  this 
country  because  customers  can  simply 
switch  to  foreign  sources.  "Even  with 
increased  demand,  you  just  can't  in- 
crease prices.  In  automotive,  we're  in 
a  disinflationary  environment.  We're 
expected  [by  automakers]  to  decrease 
our  prices  every  year,  through  pro- 
ductivity, better  design,  better  pro- 
cess. In  most  of  our  automotive  busi- 
ness we're  taking  our  costs  down  5% 
to  6%  a  year." 

Airbags,  for  example,  that  used  to 
cost  TRW  $300  apiece  to  make  now 
cost  less  than  $70.  "Ultimately,  it  will 
be  $20,  $30  or  $40."  Most  of  the  cost 
savings  goes  to  customers  as  lower 
prices,  but  trw  manages  to  hold  on  to 
some  of  it.  "We're  giving  most  of  it 
back  in  price,  but  not  all  of  it,"  Gor- 
man says.  Thus  will  TRW's  return  on 
capital  be  around  17%  this  year,  four 
points  higher  than  a  decade  ago. 

Until  recently  TRW's  Space  &  De- 
fense division,  which  accounted  for  a 
third  of  sales  but  only  23%  of  operat- 
ing profit  last  year,  has  been  a  drag. 
Gorman:  "Last  year  we  halted  the 
slide,  and  this  year  we've  begun  to 
grow  it."  For  the  Pentagon,  TRW  is 
working  on  such  projects  as  the  "Bril- 
liant Fyes"  program  to  detect  and 
track  missiles  in  the  middle  portion  of 
their  flight.  "The  world  is  a  more 
dangerous  place  than  before  the  cold 
war  [ended],"  he  says.  "Nuclear  pro- 
liferation is  inevitable.  The  world — 
us,  Europe,  Japan — wants  to  be  able 
to  detect,  monitor  and  knock  out  an 
unfriendly  [missile]  launch,  and  do  it 
over  the  sender's  territory." 

Is  such  a  defense  system  possible? 
"Absolutely,"  Gorman  replies.  "No 
question."  Given  his  success  in  taking 
on  the  Japanese  market,  you've  got  to 
believe  Gorman  when  he  says  his 
company  can  deflect  missiles.         Hi 
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Public  schools  deteriorate  and  private  schools 
remain  too  costly  for  most  middle-class  pocketbooks. 
Into  the  market  gap  step  proprietary  schools, 
offering  a  frill-free  quality  education. 

Midmarket 


schools 


By  Lisa  Gubernick 

It's  4:15  ox  A  Monday  afternoon  and 
classes  have  been  out  for  a  half  hour 
at  Merryhill  Country  School  on  Pock- 
et Road,  but  David  Zolotar,  a  tow- 
headed  8-year-old,  shows  no  interest 
in  leaving  when  Mom  comes  to  pick 


him  up.  Although  he's  been  at  school 
since  8  a.m.,  he  wants  to  stay  for 
Science  Club. 

Yes,  Merryhill  is  a  private  school, 
but  it's  not  your  typical  posh  country 
day  school:  $4,750  a  vear  covers  tu- 
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ition  and  supervision  before  and  after 
school.  Compare  this  with  the  $7,750 
average  tuition  at  prestigious  Sacra- 
mento Country  Day,  which  doesn't 
include  up  to  $2,300  for  the  before - 
and  after-school  care  that  Merryhill 
provides  for  free. 

Merryhill  Pocket  school  is  one  of 
11  California-based  schools  operated 
by  a  public  company,  Nobel  Educa- 
tion Dynamics,  which  also  runs  child 
care  centers.  Nobel's  revenues  last 
year  were  $34  million,  pretax  income 
$1.9  million.  Its  15.6  million  Nasdaq- 
traded  common  shares  recently  sold 
at  under  $2. 

Merryhill  is  not  unique.  Lois 
Gerber  is  head  of  the  National  Inde- 
pendent Private  Schools  Association, 
one  of  the  few  organizations  that 
accredit  for-profit  schools.  Associa- 
tion membership  now  includes  120 
schools  operated  by  64  different  own- 
ers— a  doubling  of  the  number  of 
companies  in  the  last  six  years. 
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"This  growth  reflects  a  growing 
recognition  by  Americans  that  public 
education  is  not  benefiting  all  kids," 
says  Jeanne  Allen,  president  of  the 
Center  for  Education  Reform.  "There 
exists  a  niche  for  organizations  that  can 
offer  better  schools  at  a  price." 

These  so-called  proprietary 
schools,  which  are  for  profit,  are  for 
parents  who  want  the  best  for  their 
kids  but  cannot  afford  tony  private 
schools  and  do  not  choose  to  send 
their  kids  to  parochial  schools.  Unfor- 
tunately, parents  who  choose  this  par- 
ticular educational  niche  for  their  kids 
must  pay  twice:  in  tuition  and  then 
through  taxes  for  the  inefficient  pub- 
lic schools  they  do  not  use. 

Merryhill  isn't  much  on  trappings. 
Sacramento  Country  Day  School  cra- 
dles its  students  in  lovely,  low-lying 
wood-and-tile  classrooms  sprawling 
over  1 1  acres.  The  typical  Merryhill 
school  is  a  plain  frame  building  with 
accordion  partitions  separating  the 
classrooms.  But  for  those  who  want 
just  a  good  education  in  a  plain  wrap- 
per, Merryhill  is  a  comparative  bar- 
gain. Merryhill  is  the  Honda  Civic  to 
Sacramento  Country  Day's  BMW. 

Together,  the  Merryhill  Pocket  and 
the  Merryhill  Preparatory  schools 
have  480  students;  Country  Day, 
540.  The  two  Merryhill  schools  spend 
about  $557,000  a  year  to  rent  and 
maintain  their  buildings.  Country 
Day  spends  $630,000  just  to  keep  the 
grass  trimmed  and  those  fine  build- 
ings shipshape — and  that's  without 
counting  what  it  cost  to  build  and  buy 
Country  Day's  gracious  campus  in  the 
first  place. 

There's  less  than  a  $100-per-stu- 
dent  difference  in  the  amount  spent 
for  school  supplies:  Merryhill  spent 
$486  to  Country  Day's  $583. 

Merryhill's  biggest  saving  is  in 
overhead  and  administration.  Coun- 
try Day's  headmaster,  assistant  head- 
master, guidance  counselors  and  oth- 
er nonteaching  staff  cost  $810,000 
per  year.  Merryhill  has  no  separate 
counseling  staffs,  no  school  nurses, 
no  librarians.  Assistant  principals 
sometimes  teach  classes.  Just  8%,  or 
$176,000,  goes  to  pay  nonteaching 
staff.  That's  $367  per  pupil  at  Merry- 

Merryhill  student  David  Zolotar 

No  Latin,  no  frills,  no  high  price  tag. 


hill  for  nonteaching  staff,  $1,500  at 
Country  Day. 

At  Merryhill  there  are  no  scholar- 
ships, only  an  occasional  discount  for 
staffers.  At  Sacramento  Country  Day, 
as  at  most  private  schools,  affluent 
parents  help  subsidize  the  children  of 
the  less  affluent,  spending  $450,000 
per  year  for  discounting  tuition  for 
scholarship  kids. 

Throw  in  another  $160,000  that 
Country  Day  spends  on  fundraising, 
and  you  have  30%  of  the  Country  Day 
tuition  going  for  things  that  have 
nothing  at  all  to  do  with  teaching. 
Class  sizes  at  Merryhill  and  Country 
Day  are  virtually  identical. 

For  couples  like  the  Zolotars, 
Country  Day  is  not  an  alternative 
because  of  the  high  price  tag.  Signifi- 
cantly, most  of  the  children  attending 
proprietary  schools  are  the  first  gener- 
ation in  their  family  to  attend  private 
schools. 

How  do  Merryhill's  costs  compare 
with  those  in  Sacramento  public 
schools?  Per  capita  spending  is  about 
the  same — $4,500  per  student  per 
year — but  the  results  are  quite  differ- 
ent. The  average  student  in  California 
public  schools  tests  below  his  grade 
average;  Merryhill  students  test,  on 
average,  one  to  two  grades  ahead. 
Student  selection  certainly  has  a  lot  to 
do  with  these  score  differentials,  but 
so  does  class  size:  17  at  Merryhill, 
versus  29  in  Sacramento  public 
schools. 

Merryhill  teachers  make  an  average 
of  $22,000  per  year,  compared  with 
Country  Day's  $29,000  and  the  Sac- 
ramento public  schools'  $40,000. 
Does  Merryhill  therefore  get  inferior 
teachers?  Not  necessarily.  Some  of  its 
teachers  were  laid  off  by  the  public 
schools  when  they  were  forced  to  trim 
their  budgets.  Others  opted  out  when 
class  sizes  became  unmanageable. 

At  Merryhill,  every  principal  is  re- 
sponsible for  his  or  her  bottom  line 
and  participates  in  a  bonus  program 
based  on  growth  and  profitability.  If 
she  watches  her  pennies,  she  can  earn 
as  much  as  $4,000  extra  a  year. 

Merryhill   students   don 
many  choices  as  C<  .    stu- 

dents do.  Countrv  Day  students  can 
take  French,  Gen  tan,  Latin  and 
Spanish.  At  h  Spanish  is  the 

only  foreign  I  ;uage — and  certainly 
a  highly  pr      ii  al  language  given  the 
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enormous  Hispanic  population  in 
California. 

At  both  schools  the  curriculum  in- 
cludes basic  math  and  language  skills. 
At  Merryhill  phonics  is  used  in  teach- 
ing reading;  Country  Day  includes 
the  NKA-favored  Whole  Language  ap- 
proach (Forbes,  Feb.  13).  Which  is 
better?  Like  Merryhill,  Country  Day 
students  test  one  to  two  grades  above 
their  age  levels. 

Somewhat  similar  to  Merryhill  are 
the  eight  Challenger  elementary  and 
middle    schools    in    California    and 


Fairfax  Collegiate  (above) 
and  founder  Steve  Nossal 
Getting  a  market  return 
from  private  education. 


Utah.  This  privately  held 
for-profit  system  was 
founded  by  first-grade 
teacher  Barbara  Baker  in 
1963  as  a  preschool.  Two 
decades  later,  her  son,  Dus- 
tin,  expanded  the  program 
through  eighth  grade.  Kids 
in  Challenger  preschools 
are  taught  the  alphabet  and 
are  reading  primers  by  age 
four.  Challenger  students 
score  in  the  95th  percentile  on  the 
Stanford  Achievement  Test. 

Successes  like  Challenger  and  Mer- 
ryhill persuaded  Steven  Nossal  to  in- 
vest $80,000  to  launch  Fairfax  Colle- 
giate School  two  years  ago  in  Falls 
Church,  Va.  He  expects  to  have  at 
least  35  students  enrolled  in  fifth- 
through  eighth-grade  programs  in 
September. 

Nossal,  28,  a  Yale  graduate,  previ- 
ously worked  in  management  con- 
sulting. He  spent  months  scouting 
around  Washington,  D.C.  for  an  area 


with  high-income  families  and  few 
private  schools,  finally  picking  Falls 
Church. 

Nossal  holds  classes  in  a  1,200- 
square-foot  former  law  office,  no 
more  than  ten  kids  per  teacher.  "The 
curriculum  is  more  ambitious  than 
most  schools,"  says  Nossal.  All  stu- 
dents do  two  years  of  high  school 
Spanish;  three  sixth-graders  complet- 
ed Algebra  One  last  year,  a  course 
normally  not  taught  until  eighth 
grade.  The  tuition:  $6,000  a  year, 
versus  an  average  of  $1 1,000  at  near- 
by Potomac  School.  "We're  trying  toi 
create  a  school  that's  an  alternative  for 
those  who  can't  afford  a  very  expen 
sive  private  school,"  says  Nossal. 

"I  want  to  prove  that  we  can  get  a 
market  return  on  dollars  invested  in 
independent  education,"  says  Nossal. 
He's  on  his  way.  Last  year  Fairfax 
broke  even,  grossing  $135,000.  Nos- 
sal has  expanded  the  summer  pro- 
gram and  added  weekend  tutoring 
sessions  this  year.  That,  and  about  20 
additional  students,  should  bring  him 
to  over  $340,000  in  revenues  ton 
1995 — and  enable  Fairfax  Collegiate 
to  turn  a  small  profit. 

And  so  it  goes.  Cole  Walker,  a  one: 
time  real  estate  developer,  raised 
$600,000  to  launch  the  Atlanta  New 
Century  School  on  the  bottom  floo 
of  an  office  building  in  downtowi 
Atlanta  this  fall.  He  hopes  to  attrac 
commuters  working  in  downtowi 
Atlanta  who  can  drop  the  kids  off  or 
the  way  to  work  and  have  lunch  wit! 
them  as  well  as  share  commutinj: 
time.  Walker  says  he  needs  36  stu 
dents  to  break  even,  120  to  turn 
profit.  In  his  first  two  weeks'  market 
ing  he's  signed  up  a  dozen  kids. 

MerryhilPs  parent  company,  No 
bel,  meanwhile,  recently  acquira 
Educo,  Inc.,  which  operates  1< 
schools  in  Maryland,  Virginia,  Nort 
and  South  Carolina  and  is  working  t 
convert  more  than  40  of  its  remainin 
East  Coast  child  care  centers  to  prima 
ry  schools  over  the  next  three  years. 

Nobel's  chief  executive,  A.J.  (Jack 
Clegg,  explains  the  mission:  "We  ar 
picking  up  the  ball  that  is  bein 
dropped  by  the  public  and  most  pr 
vate  schools,  satisfying  the  needs  ( 
middle-income  America."  It  neec 
only  the  adoption  of  a  system  of  edi 
cational  vouchers  for  these  schools  t 
really  take  off.  ■ 
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enormous  Hispanic  population  in 
California. 

At  both  schools  the  curriculum  in- 
cludes basic  math  and  language  skills. 
At  Merryhill  phonics  is  used  in  teach- 
ing reading;  Country  Day  includes 
the  NEA-favored  Whole  Language  ap- 
proach (Forbes,  Feb.  13).  Which  is 
better?  Like  Merryhill,  Country  Day 
students  test  one  to  two  grades  above 
their  age  levels. 

Somewhat  similar  to  Merryhill  are 
the  eight  Challenger  elementary  and 
middle    schools    in    California    and 


Fairfax  Collegiate  (above) 
and  founder  Steve  Nossal 
Getting  a  market  return 
from  private  education. 


LTtah.  This  privately  held 
for-profit  system  was 
founded  by  first-grade 
teacher  Barbara  Baker  in 
1963  as  a  preschool.  Two 
decades  later,  her  son,  Dus- 
tin,  expanded  the  program 
through  eighth  grade.  Kids 
in  Challenger  preschools 
are  taught  the  alphabet  and 
are  reading  primers  by  age 
four.  Challenger  students 
score  in  the  95th  percentile  on  the 
Stanford  Achievement  Test. 

Successes  like  Challenger  and  Mer- 
ryhill persuaded  Steven  Nossal  to  in- 
vest SS0,000  to  launch  Fairfax  Colle- 
giate School  two  years  ago  in  Falls 
Church,  \"a.  He  expects  to  have  at 
least  35  students  enrolled  in  fifth- 
through  eighth-grade  programs  in 
September. 

Nossal,  28,  a  Yale  graduate,  previ- 
ouslv  worked  in  management  con- 
sulting. He  spent  months  scouting 
around  Washington,  D.C.  for  an  area 


with  high-income  families  and  few 
private  schools,  finally  picking  Falls 
Church. 

Nossal  holds  classes  in  a  1,200- 
square -foot  former  law  office,  no 
more  than  ten  kids  per  teacher.  "The 
curriculum  is  more  ambitious  than 
most  schools,"  says  Nossal.  All  stu- 
dents do  two  years  of  high  school 
Spanish;  three  sixth-graders  complet- 
ed Algebra  One  last  year,  a  course 
normally  not  taught  until  eighth 
grade.  The  tuition:  S6,000  a  veor, 
versus  an  average  of  SI  1 ,000  at  near- 
by Potomac  School.  "We're  trying  to 
create  a  school  that's  an  alternative  for 
those  who  can't  afford  a  very  expen- 
sive private  school,"  says  Nossal. 

"I  want  to  prove  that  we  can  get  a 
market  return  on  dollars  invested  in 
independent  education,"  says  Nossal. 
He's  on  his  way.  Last  year  Fairfax 
broke  even,  grossing  SI 35, 000.  Nos- 
sal has  expanded  the  summer  pro- 
gram and  added  weekend  tutoring i 
sessions  this  year.  That,  and  about  20  ( 
additional  students,  should  bring  him 
to  over  S340,000   in   revenues  for^ 
1995 — and  enable  Fairfax  Collegiate 
to  turn  a  small  profit. 

And  so  it  goes.  Cole  Walker,  a  one- 
time real  estate  developer,  raised  i 
5600,000  to  launch  the  Atlanta  New 
Century  School  on  the  bottom  floor  > 
of  an  office  building  in  down 
Atlanta  this  fall.  He  hopes  to  attract, 
commuters  working  in  downtown 
Atlanta  who  can  drop  the  kids  off  on  i 
the  way  to  work  and  have  lunch  with 
them  as  well  as  share  commuting' 
time.  Walker  says  he  needs  36  stu-i 
dents  to  break  even,  120  to  turn  a 
profit.  In  his  first  two  weeks'  market- 
ing he's  signed  up  a  dozen  kids. 

Mem  hill's  parent  company,  No- 
bel, meanwhile,  recently  acquired) 
Educo,  Inc.,  which  operates 
schools  in  Maryland,  Virginia,  Noi 
and  South  Carolina  and  is  working  t< 
convert  more  than  40  of  its  remaining) 
East  Coast  child  care  centers  to  prima- 
ry schools  over  the  next  three  years. 

Nobel's  chief  executive,  A.J.  i  Jack 
Clegg,  explains  the  mission:  "We  art 
picking  up  the  ball  that  is  being 
dropped  bv  the  public  and  most  piv 
\  ate  schools,  satisfying  the  needs  oj 
middle-income  America."  It  need.' 
only  the  adoption  of  a  system  of  edu 
cational  vouchers  for  these  schools  tc 
reallv  take  off. 
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.  __ i  a  commitment  to  minimize  unpedictable  catastrophe 
And  to  maximize  growth  in  Jlportiit  targeted  segments. 
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What  kind  of  a  place 
is  Allstate  growing  to  be? 


/^have  the  size,  the  strength  and  the  products 
in  place  to  grow  our  business  aggressively. 


Total  Revenues  in  Billions 

25  r 


Allstate  is  the  nation's  largest  publicly  traded  personal  lines  insurance  company.  In  auto  and  homeowners 
insurance,  our  market  share  is  about  12%,  which  makes  us  the  second  largest  writer  of  these  lines. 
We  are  the  13th  largest  life  insurance  company  for  ordinary  life  insurance 
in  force.  Our  products  are  sold  by  14,500  full-time  agents  and  2,000 
independent  agencies  dedicated  to  helping  customers  meet  their 
needs  and  providing  superior  service. 

Allstate  has  experienced  a  compound  annual  growth  rate 
of  10%  in  revenue  since  1984.  We  are  operating  from  this  positk  >n 
of  strength  with  a  strategy  to  enhance  our  profitability  in  auto  and 
homeowners  insurance  and  to  build  on  these  core  competencies 
by  broadening  our  role  as  a  provider  of  life  insurance,  selected 
commercial  coverages  and  other  risk  management  products. 
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jAlwG  targeted  growth  opportunities  in 
nigh-potential  markets. 

For  example,  we  have  the  largest  share  of  the  "n<  ^standard"  aut<  >  insurance  market.  We're  a  successful  niche  player  in 
commercial  lines  for  small  and  medium-sized  companies.  We  recognize  immense  opportunity  in  cross-selling 
our  life  products  am<  >ng  ( >ur  m<  are  than  2(  )-milli<  ai-stn  >ng  pr<  petty  and  casualty  policyholder  base. 
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/]ft&we  enjoy  an  excellent  financial  position 
with  strong  operating  results. 

We  have  a  very  s<  )lid  financial  base  ( >f  $61  billk  >n  in  assets. 
And,  in  the  last  decade,  our  assets  have  shown  a  compound  annual 
growth  rate  of  14.9%.  Further  evidence  of  our  financial  strength  is 
the  conservative  use  of  financial  leverage  and  <  >ur  high-quality 
investments.  Our  "A"  long-term  debt  rating  from  S&V  and  our  high- 
quality  investment  p<  atf<  )li<  >  ( nearly  94%  of  fixed  income  assets 
rated  as  investment  grade )  put  us  in  a  stn  >ng  financial  position. 
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F(  >r  a  C(  >py  of  The  Allstate  Corporation 
1994  Annual  Report,  please  write 
The  Allstate  Corporation, 
P.O.  Box  4414,  Chicago,  IL  60607 
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You're  in  good  hands. 

/instate 


A  vicious 
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vision 


BY  THOMAS  SOWELL 


K  Thomas  Sowell  is 
n  economist 
ind  a  senior  fellow  at 
he  Hoover  Institution 
i  Stanford,  Calif. 
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Is  "hopelessness"  the  fate  of  inner-city  blacks? 

That  question  would  not  have  been  asked 
40  years  ago.  The  emphasis  was  on  how  blacks 
were  advancing — "the  first  black  who" 
achieved  this  or  that,  the  growing  number  of 
blacks  in  various  professions,  the  racial  barriers 
that  were  coming  down.  No  one  doubted  that 
there  was  a  long  way  to  go.  But  "hopeless- 
ness" was  not  the  word  on  people's  lips. 

Why — after  decades  of  legal  victories,  social 
programs  and  a  vastly  expanded  black  middle 
class — is  the  notion  of  hopelessness  so  popular 
in  some  circles? 

Partly  it  is  popular  because  the  vision  behind 
many  of  those  legal  victories  and  social  programs 
was  one  in  which  blades  were  helpless  and  in 
despair  without  government  intervention,  protec- 
tion and  preferential  treatment.  The  growing 

A  people  who  had  advanced 
uphill  for  generations  against 
determined  opposition  is 
now  pictured  as  helpless 
without  government. 


black  middle  class  did  not  refute  this,  either  by  word 
or  example,  because  a  substantial  part  of  that 
middle  class  made  their  livings  as  spokesmen  for  that 
\ision  or  as  administrators,  ideologists,  or  hang- 
ers-on of  the  programs,  grants  and  lawsuits  growing 
out  of  that  vision. 

Thus  a  people  who  had  advanced  uphill  for 
generations  against  determined  opposition  now  had 
to  be  pictured  as  helpless  without  government. 

In  reality,  both  the  state  and  federal  govern- 
ments had  placed  many  of  the  obstacles  found  in  the 
way  of  the  advancement  of  blacks.  The  Jim  Crow 
laws  in  the  South  were  the  most  obvious  examples, 
but  the  federal  government  at  one  time  required 
racially  restrictive  policies  for  public  housing,  and  its 
own  military  forces  were  racially  segregated. 
Blacks  sat  in  the  backs  of  buses  in  die  South,  not 
because  the  bus  companies  said  so  but  because  the 
state  governments  said  so. 

By  the  middle  of  the  20th  century,  the  fed- 
eral government  was,  by  and  large,  playing  a 
more  positive  role,  though  I  can  still  recall 
working  in  a  de  facto  segregated  unit  of  the 
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General  Accounting  Office  in  Washington  as 
late  as  1955. 

What  the  federal  government  has  done  over 
the  past  40  years  has  been  to  create  the  condi- 
tions for  the  political  mobilization  of  minority 
politicians,  community  activists  and  innumera- 
ble hustlers  and  hangers-on  who  thrive  on 
government  programs.  Moreover,  these  new 
opportunities  have  not  been  confined  to  gov- 
ernment itself  but  have  extended  to  all  sorts  of 
private  organizations  which  must  have  their 
own  affirmative  action  officers,  for  example,  to 
comply  with  federal  regulations  and  policies. 

This  minority  middle-class  dependency  on 
the  federal  government  goes  right  down  to  the 
community  level,  where  many  "grassroots 
leaders"  could  more  accurately  be  called  Astro- 
turf  leaders,  since  they  have  been  artificially 
created  by  federal  largesse. 

In  short,  there  is  a  substantial  portion  of  the 
minority  middle  class  dependent  on  a  certain 
vision  and  sometimes  also  dependent  finan- 
cially on  the  political  fruits  of  that  vision.  Their 
whole  position  is  crucially  dependent  on  mi- 
norities' being  pictured  as  not  being  able  to 
make  it  individually  in  a  racist  society. 

For  many  in  this  minority  branch  of  the 
"new  class"  intelligentsia,  there  is  often  a  psy- 
chic dependency  as  well.  Imagine  for  a  mo- 
ment that  the  social  vision  that  we  hear  dinned 
into  our  heads  from  the  media,  the  pulpit  and 
the  academic  lectern  did  not  exist.  Even  success- 
ful members  of  middle-class  minority  elites 
would  then  face  the  cutting  question:  Why 
aren't  more  of  your  people  making  it? 

The  vision  supplies  not  only  a  blanket  an- 
swer but  turns  the  tables  on  the  questioner  by 
laying  a  guilt  trip  on  him  for  racism.  More- 
over, any  thought  of  cutting  back  or  eliminating 
the  various  minority  pork  barrel  programs  that 
support  the  middle  class  which  runs  them  can  be 
stigmatized  as  condemning  blacks  and  others 
to  "hopelessness." 

Perhaps  the  most  dramatic — and  most  trag- 
ic— effect  of  the  vision  of  hopelessness  promot- 
ed by  minority  elites  is  the  rejection  of  educa- 
tion by  vast  numbers  of  black  students  in  the 
public  schools,  where  studying  and  doing  well 
academically  are  denounced  as  "acting  white." 

Devastating  as  this  rejection  of  education 
can  be  for  the  future  of  a  whole  generation,  it 
makes  perfect  sense  if  you  buy  the  vision  being 
constantly  promoted  by  racial  "leaders"and 
"spokesmen."  Why  be  a  chump  and  go  along 
with  "the  man"  if  the  cards  are  all  stacked 
against  you  anyway  and  your  fate  will  be  deter- 
mined by  politics? 

Many  of  those  in  the  black  "new  class"  are 
themselves  appalled  by  this  attitude.  But  that 
attitude  makes  perfect  sense  if  their  message  of 
hopelessness  is  true.  ■■ 
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Another  world's  fastest  chip  ISsffA'SZSm 

H-P  claims  its  PA-8000  will  outperform  other?  SSSasr^cS 


It's  a  title  that  seems  to  shift  on  a  monthly  basis, 
but  Hewlett-Packard  Co.  announced  a  chip 
design  Monday  that  it  says  deserves  the  title  of 
the  world's  fastest  microprocessor. 

TV  -°«i-80OO  chip  will  be  n»-  of  H-P 's  line 
,.6  «y  year's  t^v,     **•&-•  <"•  .. 


week,  it  is  paving  the  way  for  deliv- 

instruction-s<-»  computing.  H-P's  workstations   ery  0f  a  completely  redesigned, 

%.  controllino  32  i  per-     PowerPC-based  o<"M0n  ■  -'    •»* 

late- 


Shortages  hit  486  suppliers 

A  worldwide  shortage  of  486  chips  is  starting  to  make  life 
difficult  for  system  vendors  as  Intel  shifts  semiconductor 
production  in  favor  of  Pentium  c+  ';■  ■ 

AdvuveH  Micro  Devir*-  ^eet  demand  fc 


have  beer 
cent  of  tl 
systems  r 
analyst  A 

'  "  isyf 
>ers 
the 


their  respective  serves 
The  stakes  are  ] 
claimed  an  installed  I 
AS/400s  at  the  end  of  I 
sales  growinjr  by  50,00 


IBM  big  iron  revamps  bode  well  for 

95;  Client/server  OS, 

64-bit  architecture  await  AS/400 


HP  lifts  curtain  on 

64-bit  chip,  keeps 

mum  on  Intel  project 


IBM  has  spent  the  past  few  years  try- 

,lnq    to    answer    questions    about    the 

\ce  In  a  client/server  world.  In 

will  start  to  find  out  whether 

<$lant  got  it  right. 

Wverorlented  rewrite  of  the 

ling  system  is  supposed  to  be 

"-^"lary,  following  a 

•-  *♦. 


Determined  not  to  lose  mind  share  in  the  processor  game,  Hewlett-Packard  Co. 
last  week  provided  a  glimpse  of  its  64-bit  PA-RISC  8000  architecture,  which 
Is  still  a  year  from  delivery. 

At  the  same  time,  officials  at  HP  and  Intel  Corp.  all  but  denied  a  wire  service 
news  report  that  said  the  results  of  the  two  companies'  collaborative  micro- 
processor development  would  re*"'  "      "'    in  1997  as  In* 
That  report  was  based  on  cop 
Barrett,  who  t' 

INTUNEWfTi 

In  showing  r 
mat  the  64-br 
UltraSPARC  ar, 
betting  that  64-i 

"By  the  end  c 
Larry  Inman,  HP' 
dont  see  the  valu 


eagerly  awaiting  the  coming  makeover, 
¥""'    -«w-rrf 

a  IBM  reiterates  PowerPC  ( 

p1  IBM  is  expected  to  ship  its  long-awaited  1 

b  systems  in  June,  but  with  a  beta  version  of  I 

tt  Lee  Reiswig,  general  manager  of  the  Per* 

e>  Products  division,  said  at  an  analyst  confii 

hi  Fla.,  la»r  w— '   ~    r 


HP  set  to  launch  PA-8000 

systems  not  expected  until 


IBM,  Motorola 
show  off  PowerPC" 


620  prototype; 
volume  shipment 
expected  in  '95 

IBM  and  Motorola  are  announcing  the 
PowerPC  620  this  week,  the  most 
advanced  Implementation  of  the  PowerPC 
architecture  to  date. 

As  part  of  the  announcement,  the 
two  companies  Introduced  the  first  620 
prototype,  with  sample  shipments  to 
follow  In  the  second  quarter  of  1995. 

Volume  productln" ''      "  *«*'  "r  *ie 
second  half  -' 


IBM,  Motorola  To 

Announce 

64-bit  PowerPC- 

Sun  announces 
untested  64-bit  chip 


Hew<<*tt-r  :kard  Co.  plans  to  announce  its  next 
•ecision  Architecture  microproces- 
\  on  March  6. 

i»  expected  to  achieve  a  rating 
J  SPECint92  and  greater  than  550 
tote  performance  numbers  are 
lge  as  the  processor  nears  produc- 
niliar  with  the  product  said. 
\QJ0ck  speed  greater  than  200 


Sun  Microsystems  IncS 

Business  and  MIPS  Technoli 

announced  the  architecture  of 

processors  a  year  before  they 

products. 

"It's  sort  of  a  liar  Is  race,"  saio 
editor  of  Inside  the  New  Compu 
"The  stakes  keep  going  up." 

The  RISC  chip  makers  are  trjl 
have  processors  advanced  enoug 

— nete  "oainst  ench  other  butt 


64-bit  PowerPC 
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1997  date  set  for 
delivery  of  HP/Intel  P7 


Intel  Corp.  acknowledged 
last  week  that  the  P7  will  be 
the  first  chip  to  come  out  of 
the  alliance  ■•  formed  with 


per  second  (sec  "Pentium  now, 
VLIW  later."  Jan.  30,  pagel). 
The  basic  concept  of  the 
VLIW  is  to  have  the  comr ■"• 
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compared  to  Digital  s  Alpha  AXP  2 1 1 64, 
which  has  a  SPECint92  rating  of  330. 

HP  Sun  s  biggest  rival,  is  shipping  a  PA-7 1 50 
processor  that  has  a  SPECint  rating  of  1 35  and 
next  month  will  introduce  the  PA-7200, 
which  is  expected  to  have  a  SPECint92  rating  ' 
of  about  150. 

«:•-•  iriov»iit«<-~d  die  performance  gap  but 

PowerPC  Much  hype, 


traffic,  wioim 
massive  64KB  Level  cache,  most  previous 
— -,-  *•«»  had  32KB  or 


PC  Week  via  First!:  Hannover,  Germany  - 
Nc.,  and  Motorola  Inc.  showed  little  restraint 
'  -mT  here  last  week,  but  in  private,  officii 
eir  standard  isn't  ready  for  prime 
1  range  of  PowerPC  processors  in 
on  price/performance,  lagging  sy 
it  continues  to  keep  the  PowerPC 

There  are  scant  details  of  how  Hewlett-Packard  Co.  .  M*che  ^  ^"jf  convem  !n  ^ 

,  ,  .       .  ,  .oing  to  take  two  to  three  years  for  us 

•chnology  developed  under  its       M  Hesler  genera,  manager  of  IBM-S  < 

Division,  in  Austin,  Texas.  "I  don't  have  illus 
overnight  disc" 


INTEL-HEWLETT-PACKARD  ALLIANCE 
SEEN  RALLYING  A  64-BIT  MICROPROCESSOR 
STANDARDS  EFFORT 
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Digital's  lucky  chip 

...sales  of  systems  based  on  the  Alpha 
chip  have  taken  off,  jumping  66%  in 
the  past  year,  and  now  exceed  VAX 
sales.  The  chip  excels  at  handling 
thousands  of  concurrent  users-which     * 
is  why  regional  phone  companies 


In  fact,  it's  don/might  heartwarming.  Digital,  of  course,  beat  both  of  them  to  64-bit 

computing  long  ago.  And  while  neither  one  has  a  64-bit 

machine  to  sell  you,  we're  now  on  our  second  generation  of 

64-bit  Alpha-based  ivorkstations  and 

ervers.  Machines  that  offer 

price/peiformance  leadership     X 

at  every  level.  For  example,  our  new  AlphaStation'250 
system  is  half  the  price  of  the  comparably  performing  HP 
workstation'.  While  our  new  AlphaServer "  8200  and  8400  systems  are  the  first  and 
1 1  m  onh  servers  capable  of  running  the  newest  64-bit  database  products 

\  — letting  your  application  directly  address  up  to  14GB  of 
data  in  main  memory,  and  giving  you  performance  gains  of  up  to  one  hundred  times  over  32-bit 
enterprise  systems.  Alpha-based  systems  run  thousands  of  applications — including  the  ones  you  need 

most.  And,  thanks  to  the  enormous  capacity  and 


scalability  of  64-bit  architecture,  they'll  work  with 


Digital  Ships  Its  100,000th 
AlphaSystem i 

Digital  Equipment  Corp.  reports  it  shipped  its 
100,000th  64-bit  Alpha  system.  The  milestone  is  sig-         your  present  equipment,  and  grow  almost  limitlessly 
nificant,  in  our  opinion,  in  that  competitors  IBM,         I 
Sun,  and  Hewlett-Packard  have  yet  to  ship  their  first  < 
64-bit  product  """  *"  as  your  business  grows.  Sure,  it's  possible  that  HP 

or  IBM  really  will  have  64-bit  machines,  eventually.  But  even  when  they  start  offering  real-world 

64-bit  products,  it'll  still  be  years  before  they'll  have  been  as  thoroughly  tested  and  evolved  as  ours  are 

right  now.  So  why  wait?  Whatever  your  business,  whatever  your  budget,  you  can  do  what  thousands 

of  companies  all  over  the  world  have  done — and  what  IBM  and  HP  have  been  unable 


■  to  do — have  a  64-bit  computer  you  can  call  your  own.  For  more  information,  contact  your  Digital 
business  partner.  Or  call  1-800-DIGITAL.  Or  reach  us  via  our  Internet  address:  moreinfo@digital.com. 


'As  of  6/6/95  A 

81S95  Digital  Equipment  Corporation.  Dlgi.al,  the  DIGITAL  logo,  AlphaStanon  and  AlphaServer  are  trademarks  ol  Digital  Equipment  Corporation.  All  other  piocucis  arc-  trademarks  01  registered  trademark*  of  their  respective  i:o'np.<r 
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GM's  top  marque  will  have  a  snappy  smal 
luxury  car  next  year.  About  time. 

A  German 
Cadillac 


Next  year's 
She's  fast 


By  Jerry  Flint 

Vacationing  in  Europe  last  month, 
I  drove  the  new  German  Opel  Ome- 
ga. This  car  is  a  winner.  The  good 
news  for  gm  shareholders  and  for 
Cadillac  dealers  is  that  late  next  year  it 
will  be  sold  here,  wearing  a  Cadillac 
grille,  as  the  Cadillac  Catera. 

This  is  some  car.  About  the  size  of  a 
BMW  5  Series  or  Mercedes  E 
Class,  it  is  much  smaller 
than  the  Deville  or  Seville. 
It's  luxury  without  bulk.  Its 
German  V-6  puts  out 
210hp,  so  the  car  isn't  even 
puffing  at  lOOmph  and 
runs  up  to  146mph.  Feel  is 
solid,  very  German. 

The  Cadillac  Catera  will 
be  loaded  with  fun  elec- 
tronics the  Japanese  have 
not  bothered  with  on  their 
near-luxury  models,  like  ^^BB 
outside  temperature  read- 
ing and  computing  miles-per-gallon 
being  used.  The  Catera  price  will 
probably  be  in  the  low  $30,000s  if  the 
deutsche  mark  stops  climbing, 
matching  or  beating  prices  on  the 
German  and  Japanese  competition. 

While  it's  a  great  car,  Catera  won't 
soke  all  of  Cadillac's  problems.  The 
division  has  been  on  a  steady  diet  of 
bad  news.  Sales  last  year  were 
2 1 1 ,000  cars,  not  impressive,  consid- 
ering the  258,000  deliveries  in  1990, 
and  this  year  is  shaping  up  badly  for 
the  GM  division:  Sales  are  down  28% 
so  tar,  while  sales  of  other  luxury 
makes  like  Mercedes,  BMW,  Jaguar 
and  Infiniti  show  gains.  Cadillac  is 
being  outsold  by  Lincoln  for  the  first 
time  anyone  remembers. 

The  limousine-like  Cadillac  Fleet- 
wood Brougham  is  being  killed,  leav- 
ing Cadillac  without  a  big  rear-wheel- 
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drive  vehicle  at  a  time  when  rear-drive 
technology  dominates  the  market  for 
large  luxury  cars.  Ford  will  probably 
pick  up  some  of  those  Fleetwood 
customers  with  its  big  Town  Car. 

Over  the  years,  gm  depreciated  the 
Cadillac  franchise  with  cars  that  didn't 
deserve  the  Cadillac  name.  There  was 


Cadillac  Catera 
146mph  on  the  German  version. 


the  Allante,  a  $50,000  two-scat  road- 
ster, without  even  a  power  top,  and 
with  a  leaking  roof.  There  was  Cimar- 
ron, a  little  Chevrolet  wearing  a  Cadil- 
lac badge.  The  Cadillac  8-6-4  engine 
shut  cylinders  to  save  fuel,  a  one-year 
experiment.  Each  of  these  products 
was  killed,  leaving  Cadillac  with  a  dam- 
aged reputation  and  the  customers 
with  "orphans." 

Internationally,  Cadillac  isn't  even 
a  player  right  now:  Only  4,825  Cadil- 
lacs were  sold  outside  North  America 
last  year,  including  2,200  in  the  Ara- 
bian states  and  1,850  in  Japan.  Ger- 
many took  208  Cadillacs,  while 
Americans  bought  157,469  German- 
built  Mercedes  and  bmws. 

Cadillac  seems  to  have  missed  every 
trend  in  the  luxury  car  business.  For 
example,  there's  no  four-wheel -'drive 
Cadillac    "Jeep"    coming,   although 


just  about  every  other  luxury  car  mak 
er  has  one  in  the  works.  Genera 
Motors  still  seems  to  think  that  cus 
tomers  should  fit  into  its  divisioi 
chart.  It  calls  utility  vehicles  "trucks,' 
so  buyers  should  go  to  "truck"  divi 
sions,  like  gmc,  if  they  want  a  Jeep 
like  vehicle.  It  forgets  that  thos 
badges  on  the  front  of  the  hood  sti' 
mean  something  to  a  lot  of  people 
The  moral  here  is  that  Cadilla 
must  start  thinking  globally.  Look  a 
the  heavy-truck  business,  the  big  rig; 
What  have  trucks  to  do  with  luxur 
cars?  Plenty.  Foreigners — Daimle 
(Mercedes,  which  owns  Freightliner 
Renault  (owning  Mack)  and  Volv 
(which  also  carries  the  gm  and  Whit 
names) — control  a  major  part  of  th 
American  market. 

How  did  that  happen?  The  foi 

eigners  were  looking  for  world  mai 

kets  to  cover  the  high  cost  of  compc 

nents    like    engines,    explains    Pe 

Lindquist,     president     ( 

s>  Volvo   GM    Heavy    True 

|  Corp.   "U.S.   makers  ha 

<  the  big  home  market  an 

>^^        didn't  push  exports.   Bi 

that  made  the  home  mark' 

vulnerable    to    compani< 

like  Daimler  and  Volvo 

Ditto  in  luxury  cars. 

Susan  Jacobs  of  Jacobs 

Associates  analyzes  luxu 

car  trends.  She  thinks  tl 

Catera    comes    too    lat 

"Cadillac    will    be    losii 

[old]    owners   faster   th; 

they  will  bring  in  others,"  she  says. 

Maybe  not,  though,  gm  has  be< 

successful  in  tackling  many  of  its  oth 

problems,  and  the  name  Cadillac  si 

has  an  aura.  Part  of  Cadillac's  proble 

was  that  folks  at  GM  headquam 

didn't  always  listen  to  what  the  di' 

sion  folks  were  saying:  Cadillac  of 

cials  haye  talked  wistfully  for  ye; 

about  having  Catera-like  vehicles,  b 

superiors  at  headquarters  never  a 

proved  the  plans. 

Importing  a  car  from  high-c< 
Germany  is,  of  course,  just  a  stopg 
measure.  To  turn  Cadillac  around,  < 
people  will  have  to  start  building  h 
ury  cars  for  the  world,  not  just  for  t 
U.S.,  and  will  need  to  create  a  wor 
wide  distribution  system  to  sell  the 
This  will  take  years,  but  gm's  pre 
lems  were  a  long  time  abuilding.  Tl 
can't  be  fixed  overnight.  |(J 
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corner  office 
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water-cooler 
gossip, 


meeting  before 

the  meeting 

after  the  meeting. 


IT'S     AMAZING 

what  you  can  get 
out  of  the  office. 


TELECDMMUTE 

AMER\Q,K 

DISCOVER  A  NEW  WORKPLACE 

Telecommuting.  Millions  of  people  do  it.  Millions  more  want  to.  So  join  us  October  23-27  for  Telecommute 
America  -  Discover  a  New  Workplace,  an  entire  week  devoted  to  making  the  virtual  office  a  reality.  We 
will  show  you  how  anytime/anywhere  communication  can  increase  productivity,  reduce  costs,  improve 
morale -and  even  help  the  environment.  Telecommute  America  and  its  19-city  seminar  tour  will  help 
you  get  started  or  help  expand  your  company's  existing  programs. To  find  out  more,  or  for  a  free  brochure 
from  the  U.S.  Consumer  Information  Center,  call  1-800-TELEWEEK.  Telecommuting.  We  know  it  works 
for  us.  We  can  help  it  work  for  you. 
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AT&T 


■flifThis  program  is  sponsored  by  Steelcase  Inc.  and  Mobile  Office  magazine. 

Jelecommmute  America  is  endorsed  by  the  National  Association  of  Woman  Business  Owners,  the  Environmental  Defense  Fund,  the  Families  and  Work 
'nstitute,  the  Institute  for  the  Study  of  Distributed  Work,  New  Ways  to  Work,  RENEW  America  and  the  Telecommuting  Advisory  Council. 

t>  1995  AT&T 


For  half  a  century,  Hyundai  Business  Group 
has  been  working  towards  a  single  goal.  The 
goal  of  making  this  world  a  more  comfortable 
and  better  place  to  live  for  everyone.  Today  we 
have  earned  a  place  in  your  daily  lives. 


From  chips  to  telecommunications  satelli 
From  a  full  line  of  passenger  cars  to  all  typesj 
commercial  vehicles.  From  subways  to  hi 
speed  trains.  From  infrastructure  to  turn-l 
base  engineering  and  construction  project  svq-  c 


t>m  sup 
ners,  W 
re  than 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  &  CONSTRUCTION,  MACHINERY  &  EQUIPMENT,  PETROCHEMICALS,  TRADING  &TRANSPORTA 


•TI  j. 


' 
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[ter  Tomorrow. 


m  super-tankers  to  advanced  LNG 
m  iers.  We've  become  a  part  of  your  lives  in 
ii  e  than  1 70  countries  around  the  world. 

Hyundai,  working  together  to  create 
e:  >vative  synergies,  innovative  products. 


HYUNDAI 

Building  A  Better  World  Through  Innovative  Technology 


:''■:   it  what  Hyundai  can  do  for  you:  Hyundai  Corporation.  K.P.O.  Box  92.  Seoul.  Korea.  Tel  +  82-2-746-1873.  Fax  +  82-2-74 1 -234 1. 


Forced  to  subsidize  local  service  while  competing 
on  all  fronts  with  companies  that  aren't  forced 
to  subsidize  anyone,  PacTel  is  in  a  tough  spot. 


Relief  in  sight! 


i 


By  Gary  Samuels 

So  far,  1995  is  shaping  up  to  be  a 
tough  year  for  Pacific  Telesis,  the  S9.2 
billion  (1994  revenues)  San  Francis- 
co-based company  whose  main  oper- 
ating unit  is  Pacific  Bell. 

In  January  the  California  Public 
Utilities  Commission  opened  Pacific 
Bell's  lucrative  in-state  toll  call  mo- 
nopoly to  competition.  With  AT&T, 
MCI  and  Sprint  moving  into  the  mar- 
ket, Pacific  Bell's  in-state  toll  revenues 
plunged  36%  through  March. 

In  April  the  California  Public  Utili- 


political;  it  is  widely  regarded  as  a 
well-run  phone  company.  California 
regulators  long  ago  decreed  that  the 
state's  residential  phone  rates  must  be 
among  the  lowest  anywhere.  To  ac- 
complish that  goal  they  allowed  tele- 
phone companies  to  make  big  profits 
on  in-state  toll  calls,  which  was  until 
January  a  monopoly  business  in  Pacif- 
ic Bell's  territory.  Pacific  Bell  was 
expected  to — and  did — use  some  of 
those  outsize  profits  to  subsidize  local 
services.  It  was  a  sneaky  way  of  taxing 


ties  Commission  proposed  to  speed 
up  competition  for  local  phone  calls 
in  the  state. 

These  twin  moves  put  PacTel  in  a 
bind.  Management  now  predicts 
earnings  will  drop  by  10% — $1 1 7  mil- 
lion, 27  cents  a  share — by  year-end. 
In  May,  Duff  &  Phelps  downgraded 
PacTel's  debt  rating  and  s&p  put  the 
company  on  CreditWatch  with  nega- 
tive implications.  In  a  bull  market 
PacTel's  shares  sank  13%,  to  25%,  a 
52-week  low. 

PacTel's  problem  is  almost  entirely 


Phil  Quigley  of 
Pacific  Telesis 
Competition  is 
painful  for  PacTel, 
which  must  keep 
local  phone  rates 
low  even  after 
losing  its  subsidy 
from  in-state 
toll  calls. 


business  and  the  well-to-do  in  order 
to  subsidize  local  service. 

Thus,  before  the  intrastate  business 
was  opened  to  competition,  it  cost 
four  times  as  much  to  make  a  toll  call 
to  San  Jose  from  San  Francisco  as  to 
call  Los  Angeles  from  San  Francisco, 
even  though  San  Jose  is  much  closer. 

Los  Angeles  is  in  a  different  calling 
area,  so  the  long  distance  call  was 
always  subject  to  competition  and 
hence  lower  prices. 

Which  explains  why  the  new  com- 
petition is  so  painful  for  PacTel:  It  still 


must  subsidize  local  services,  but 
losing  the  compensator}'  subsidy 
received  from  intrastate  toll  calls.  ( 
the  seven  Bells,  Pacific  is  most  heav 
dependent  on  this  subsidy,  which  la 
year  accounted  for  $2  billion,  or  21 
of  Pacific  Telesis'  total  revenue. 

Lee  Bauman,  vice  president  for  li 
cal  competition  at  Pacific  Bell,  is  rig 
on  the  button  when  he  says:  "Ev< 
though  we're  one  of  the  lowest-co 
phone  companies  in  the  world,  we' 
one  of  the  most  vulnerable  compani 
because  of  the  way  toll  rates  have  bee 
purposely  kept  high  to  subsidize  dr 
matically  low  residence  rates." 

Knowing  the  pols  who  run  tl 
public  service  commission  would  ne 
er  permit  him  to  keep  raising  the  loc 
rates,  PacTel's  chairman  and  chi' 
executive,  Philip  Quigley,  has  bee 
pushing  the  idea  of  a  so-called  unive 
sal  service  subsidy  fund.  All  compet 
tors  in  the  local  phone  business  woul 
contribute;  the  fund's  assets  would  b 
drawn  clown  by  carriers  who  provide 
subsidized  local  service. 

If  the  regulators  say  no?  The  resu 
tant  squeeze  on  Pacific  Bell's  cas 
flow  may  force  PacTel  to  scale  back  c 
cancel  plans  to  spend  $16  billion  ovt 
the  next  ten  years  to  upgrade  its  Cal 
fornia  network,  including  construe 
tion  of  a  fiber-optic  and  coaxial  cabl 
network  capable  of  handling  interac 
tive  video  programming.  When  intra 
duced  almost  two  years  ago,  this  pla 
delighted  the  politicians  as  a  way  t 
lift  the  state  out  of  its  economic  de 
pression.  Quigley's  point  is  that  h 
cannot  compete  with  one  hand  tie> 
behind  his  back  and  still  be  expectd 
to  have  the  money  to  build  that  ex 
pensive  network. 

His  message  seems  to  be  gettin; 
through.  At  a  meeting  now  schedule* 
for  July  19,  the  California  Public  Util 
ities  Commission  may  propose  estab 
lishing  a  universal  service  subsid; 
fund  similar  to  the  one  Quigley  ha 
been  lobbying  for.  Separately,  tfi 
regulators  may  soon  also  agree  to  taki 
a  second  look  at  a  price  cap  rate  plai 
imposed  five  years  ago  that  Pacifn 
Bell  says  already  has  cumulatively  cos 
it  $3.5  billion. 

If  things  go  Phil  Quigley's  way  a 
the  hearings,  1995  will  turn  out  t< 
have  been  a  not  so  bad  year  for  Pac 
Tel — and  California  may  get  its  fiber 
optic  network  after  all.  ■ 
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Introduction 

Expressed  in  the  rhythmic  intonations 
of  the  Nguni  language,  the  word 
Masakhane  conveys  the  spirit  of  South 
Africa's  attempts  to  move  from 
apartheid  to  democracy  not  only  in 
word  but  in  deed.  Loosely  translated, 
Masakhane  means  "let  us  build 
together,"  but  rendered  thus  it  becomes 
cheapened  and  cliched.  A  rich, 
resonant  word,  Masakhane  evokes  a 
deep  sense  of  community,  of  belonging, 
of  pride. 

It  is  around  this  concept  that  South 
Africa's  Government  of  National  Unity,  now 
in  power  for  just  a  year,  has  launched  the 
Masakhane  Campaign  to  underpin  its 
ambitious  Reconstruction  and  Development 
Program,  known  simply  as  the  RDP. 

Supported  by  nationwide  advertising 
and  communications  programs,  the 
Masakhane  Campaigns  immediate  aim  is  to 
break  mortgage,  rent  and  service  boycotts 
adopted  by  communities  in  protest  against 
the  apartheid  regime.  By  moving  people 
from  the  politics  of  resistance  towards  a 
culture  of  community-  and  nation-building, 
the  Masakhane  Campaigns  broader  aim  is 
to  encourage  the  establishment  of 
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responsible  communities  that  will  form  the 
heart  of  the  new  democracy. 

The  all-embracing  RDP  is  a  national 
initiative  that  is  unique  in  Africa.  Most 
attempts  by  African  states  to  restructure 
their  postcolonial  societies  were  based  largely 
on  government's  taking  control  over  the 
means  of  production,  and  unrestrained 
social  spending. 

The  RDP  is  the  opposite.  It  is  designed 
to  encourage  domestic  and  international 
investment  as  the  means  of  creating  new 
opportunities  and  wealth.  The  RDP's 
architects  accept  that  investment  will  only 
flow  if  government  demonstrates  fiscal 
discipline  and  encourages  development  of  an 
open  economy. 

In  attempting  to  meet  the  aspirations  of 
communities  that  were  denied  access  to 
opportunities  and  facilities  under  the 
apartheid  regime,  the  new  administration  is 
therefore  striving  to  make  more  efficient  use 
of  existing  tax  resources  rather  than  resort  to 
radically  increased  government  social 
spending. 

This  is  an  immense  challenge,  given  the 
urgent  needs  of  deprived  communities. 
Priorities  of  government  departments,  which 
for  decades  served  the  needs  of  the  white 
minority,  must  be  fundamentally  changed. 
Each  department  must  adhere  to  budgets 
and  make  optimal  use  of  modest  resources. 
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However,  the  new  government  is 
fortunate  that  it  enjoys  widespread  supj 
for  its  initiatives.  All  parties  in  parliame 
support  the  principles  of  the  RDP;  ma1]  f  changil 
corporations  have  adopted  major  social  ( Ow  ffe  i 
responsibility  programs;  organized  laboi 
joined  with  business  and  government  tc 
reach  consensus  on  growth  strategies;  ar 
many  ordinary  citizens  are  responding 
positively  to  the  calls  of  the  Masakhane 
Campaign. 

It  will  take  time  before  these  newly 
enfranchised  citizens  see  tangible  results 
from  the  RDP  itself.  Growth-generating, 
investment  is  therefore  imperative  to  spe 
up  the  process. 

In  a  society  gearing  itself  to  create  n« 
opportunities,  there  are  clearly  lnvestmei 
possibilities.  This  special  report  attempts  $  ,or 
give  the  potential  investor  a  better  feel  fo  ™on? 
the  new  nation's  priorities.  To  assist  the  mitselln 
investor,  we  have  published  a  list  of  contiiftducatic 
that  includes  the  names  of  cabinet  minis!  ltl 
in  key  RDP-related  portfolios  and  of 
provincial  RDP  coordinators.  The  reasor 
this  is  that  government  is  anxious  to 
maximize  investment.  It  is  urging  potenti 
investors  to  meet  with  coordinating 
officials  who  will  be  in  a  good  position  tc 
help  identify  the  most  productive 
possibilities. 
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he  inauguration  of  a  democratically 
elected  government  in  May  1994  created 
the  necessary  conditions  for  South 
Africans  to  address  the  challenging  task 
ojf  changing  our  society  for  the  better.  This  is 
hat  we  had  set  ourselves  to  do  during  the 
ears  of  struggle  to  rid  our  country  of 
partheid. 

Now  South  Africans  can,  under  conditions 
f  freedom,  work  together  to  make  our 
ountry  the  land  of  our  dreams.  This  means 
irther  enhancing  the  freedoms  we  now 
njoy;  improving  the  security  of  citizens  at 
ome,  in  the  streets  and  at  work;  and  raising 
1  le  quality  of  life  of  all  South  Africans. 
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Reconstruction  and  development  means  all  these  things:  to 
lange  for  the  better  all  aspects  of  our  lives. 
Among  the  urgent  tasks  the  South  African  government  has 
:t  itself  is  to  work  with  all  citizens  to  improve  the  provision 
education,  health  services,  housing,  water  supply,  land, 
ma  iectricity,  refuse  removal,  roads  and  so  on.  Everything  should 
e  done  to  create  conditions  in  which  the  economy  can 
nprove  and  provide  more  jobs. 

Government  is  fully  committed  to  macroeconomic  policies 
lat  promote  South  Africa's  Reconstruction  and  Development 
'rogram  (RDP)  as  an  integrated  and  coherent  growth  and 
evelopment  strategy: 

1  Government  is  firmly  committed  to  the  gradual  reduction 
ijn  the  fiscal  deficit,  thereby  avoiding  the  debt  trap; 
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d  To  this  end,  government  intends  to  ensure  that  recurrent 

government  expenditure  does  not  increase  in  real  terms; 

0  A  further  commitment  is  to  reduce  government  spending 

over  time; 

G  Government  is  committed  to  changing  the  ratio  of 

government  spending  toward  increased  capital  expenditure; 

d  Government  is  committed  to  financing  the  RDP  primarily 

through  restructuring  national,  provincial  and  local 

government  budgets  to  shift  spending,  programs  and 

activities  to  meet  RDP  priorities. 

d  Government  will  reorganize  and  train  the  civil  service  to 

ensure  effective  and  efficient  services  to  all  citizens  and 

progressive  cost  savings. 

d  Government  will  develop  our  human  resources,  facilitate 

labor  market  reform  and  establish  effective  collective 

bargaining-based  rights  for  all. 

To  realize  all  these  objectives,  South  Africans  are 
committed  to  cooperation  and  hard  work. 

Immediately  after  the  Government  of  National  Unity  was 
installed,  we  started  the  planning  required  to  meet  these 
goals.  At  the  same  time  we  also  launched  Presidential  Lead 
Projects  aimed  at  improving  the  lives  of  especially  the  poor, 
women  and  children.  But  this  was  just  the  beginning. 

For,  in  the  end,  we  should  change  the  allocation  of  all 
public  funds  to  the  new  priorities.  Government  should 
involve  the  people  more  actively  at  all  stages  of  development. 
We  should  operate  in  an  open  manner  guided  by  the  wisdom 
of  the  people  themselves.  From  the  projects  started  last  year, 
many  of  these  ideals  have  started  to  take  shape.  But  we 
continue  to  learn  many  lessons. 

Although  the  process  has  started,  we  realize  we  cannot 
meet  our  full  potential  without  international  assistance, 
investment  and  expertise. 

This  special  edition  outlines  the  concrete  steps  that  have 
been  taken  by  South  Africans  thus  far,  in  the  long  journey 
toward  a  better  life  for  all. 

As  this  account  shows,  the  task  is  not  an  easy  one.  But, 
working  together  in  the  spirit  of  Masakhane,  South  Africans 
are  more  than  capable  of  realizing  the  good  things  that  our 
beautiful  country  can  offer. 


Nelson  Mandela 

President 

Republic  of  South  Africa 

June  1995 
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South  Africa  urgently  needs  international 
and  domestic  investment.  So  how  is  its 
new  government  responding  to  investor 
concerns?  Ciaran  Ryan  reports. 


One  compelling  argument  for  investing  in  South  Africa 
is  the  size  of  its  consumer  market  —  40  million 
people  with  per  capita  income  of  around  US$2,300  a 
year,  one  of  the  highest  in  Africa.  Not  surprisingly, 
U.S.  companies  are  arriving  or  returning  to  South  Africa  at 
the  rate  of  one  a  day. 

Such  is  the  confidence  of  South  Africa's  new  Government 
of  National  Unity  that  in  March  it  abolished  the  financial 
rand  system  for  nonresident  investors,  with  promises  of  more 
exchange  control  liberalization  to  come. 

In  1994  it  announced  its  "new  economic  vision,"  a  bold 
plan  of  action  which  seeks  to  address  areas  of  concern  over 
South  Africa's  fiscal  governance.  The  plan  calls  for  the  public 
service  to  be  cut  by  about  10%,  the  sale  of  some  state-owned 
assets  to  reduce  government  debt  and  the  symbolic  10% 
reduction  in  cabinet  ministers'  salaries. 

The  international  community  has  warmed  to  the  world's 
newest  democracy.  Recent  ratings  by  international  agencies 
Moody's  and  Standard  &  Poor's  position  South  Africa 
alongside  Indonesia  and  slightly  below  Thailand  in  terms  of 
credit  risk. 

Moody's  awarded  South  Africa  a  Baa3  risk  rating,  which  is 
the  lowest  of  the  investment  grade  ratings.  Standard  &  Poor's 
issued  a  speculative  BB  rating,  but  qualified  this  with  a 
"positive  outlook"  label. 

South  Africa  scored  high  points  for  its  successful  political 
transition  to  democracy;  quality  of  leadership;  commitment 
to  free  markets;  sound  macroeconomic  management; 
structural  reform  and  moves  to  address,  through  its 
Reconstruction  and  Development  Program,  the  problems  of 
unemployment  and  pooi  living  standards. 

Concern  was  expressed  t  ver  government's  capacity  to 
deliver  on  its  economic  refoi  n  package  while  maintaining 
fiscal  and  monetary  discipline;  the  size  of  the  budget  deficit; 
and  public  debt. 

Credit  ratings  aside,  there  are  other  good  reasons  for 

ADVERTISEMENT  4    


illl 


\  vestment. 


thev 


mi 


investing  in  South  Africa. 

South  Africa  boasts  the  most  developed  infrastructui 
Africa.  Its  road,  rail  and  port  networks  compare  with  tl 
industrialized  nations;  its  financial  services  sector  is  am 
the  most  sophisticated  in  the  world;  and  many  of  its 
economic  sectors  —  notably  mining  and  mining  suppl 
are  world  leaders. 

As  a  signatory  to  the  General  Agreement  on  Tariffs  a 
Trade  (GATT),  South  Africa  has  agreed  to  a  40%  avera^ 
reduction  in  industrial  tariffs  from  about  17%  to  10%  i 
five-year  period,  reversing  two  and  a  half  decades  of 
protectionism  and  government  policies  aimed  at  import Hwdo(J5 "' 
replacement. 

South  Africa  is  a  member  of  the  five-nation  Southern 
Africa  Customs  Union  (SACU)  and  the  1 1 -member  Sou 
Africa  Development  Conference  (SADC),  while  Europe 
holding  out  the  carrot  of  duty-free  entry  to  its  substantia  *"" 
consumer  market.  The  prospect  of  an  Indian  Ocean  tract  indefl.  til 
bloc  is  moot. 

There  are  no  special  incentives  in  South  Africa  for  for 
investors,  whether  or  not  investment  is  destined  for  the 
Reconstruction  and  Development  Program.  However,  in 
March  1995  budget,  government  announced  the  abolitic 
nonresidents'  shareholders  tax  (NRST)  of  15%  to  equali. 
the  tax  positions  of  local  and  foreign  investors.  Corporate 
is  levied  at  the  rate  of  35%,  and  a  secondary  tax  on 
companies  at  the  rate  of  25%  on  dividends  distributed. 

New  industries  are  entitled  to  regional  incentives  in  th 
form  of  an  establishment  grant  of  10.5%  of  total  operatu 
assets,  a  profit-based  incentive  linked  to  return  on  assets  ; 
a  relocation  grant  of  up  to  US$277,000. 


Ciaran  Ryan  is  a  business  writer  based  in  Johannes 
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INDUSTRIES  OFFERING  INVESTMENT 
POTENTIAL 

Food  processing  and  related  industries 

Electronics 

Stainless  steel  processing  and  products 

Plastic  products 

Speciality  chemicals  and  pharmaceuticals 

Consumer  and  household  goods 

Jewelry 

Textiles  and  clothing 

Agro  industries 

Transport  industry  (vehicles)  and  vehicle  components 

Paper  and  paper  products  and  printing 

Timber  and  timber  products 

Aluminum  products 

Medical  equipment 

Educational  equipment 

Industrial  machinery  and  tools 

Cosmetic  and  health  care  products 

Source:  Department  of  Trade  and  Industry 
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ising  the  vast  social  and  economic 
icklogs  accumulated  in  the  apartheid 
:cades  implies  massive  government 
cpenditure.  But  that  would  be  bad  for 
vestment.  So  how  will  South  Africa's 
construction  and  development  be 
nded?  Ciaran  Ryan  discovers  that  the 
lswer  lies  in  better  spending  rather 


an  in  more  spending. 


HI 


ouch  Africa's  Reconstruction  and  Development 
Program  (RDP)  has  become  a  maypole  to  which  the 
recently  enfranchised  majority  of  its  citizens  have 
pinned  their  hopes  and  aspirations  for  a  better 

norrow. 

Apartheid  concentrated  economic  privilege  in  the  hands  of 

~ew.  The  RDP  is  its  antidote.  In  its  efforts  to  ensure  that 

- 

uth  Africa's  fledgling  democracy  succeeds,  its  new 
jvernment  of  National  Unity  intends  to  use  all  resources  at 
disposal,  including  legislation,  budget  spending,  incentives 
d  moral  suasion,  to  ensure  that  reconstruction  and 
Velopment  become  the  hallmark  of  its  administration. 
In  order  to  build  new  houses,  schools,  clinics  and  other 
restructure,  the  RDP  Fund  was  created  in  1994  with  a 
idgetary  allocation  of  USS700  million,  with  a  further 
ocation  of  USS1.4  billion  in  the  1995/6  budget  (roughly 
h  of  total  budgeted  government  spending),  rising  to 
5S2.-8  billion  by  1997/8  and  US$3.4  billion  thereafter, 
lis,  however,  forms  only  part  of  RDP  funding. 
The  budget  itself  is  the  largest  single  source  of  RDP 
nding.  Through  "reprioritization  and  rationalization"  of 
ivernment  spending,  explains  Finance  Minister  Chris 
ebenberg,  the  budget  aims  to  ensure  that  "what  is  spent  is 
>th  better  directed  and  more  effective." 
In  its  first  "RDP"  budget,  the  government  announced 
ojected  spending  of  USS42.5  billion,  9.5%  above  the 
■evious  year,  and  revenues  of  USS35  billion,  9.5%  higher 
an  the  previous  year,  leaving  a  deficit  before  borrowing  of 
xnit  US$7.5  billion,  or  5.8%  of  gross  domestic  product 
lown  from  6.4%  the  previous  year). 
Social  services  such  as  housing,  education  and  health 
^^  :count  for  57.4%  of  total  projected  state  spending  in 


:ce" 


Finance  Minister  Chris  Liebenberg: 
"What  is  spent  is  both  better  directed 
and  more  effective." 


1995/6,  up  from  52.8%  the  previous  year.  Education  is  by  far 
the  largest  single  item  of  government  spending,  accounting 
for  26%  of  non-interest  expenditure  in  1995/6  (25.5%). 

Budgetary  spending  on  health  services  will  rise  to  13.4% 
(12.5%). 

The  most  dramatic  budgetary  spending  increase  is  in 
housing  and  urban  upgrading,  which  more  than  doubles 
from  1.3%  in  1994/5  to  3.4%  in  1995/6.  Housing  is  a 
principal  pillar  of  the  RDP,  and  government  plans  to  increase 
spending  on  this  item  to  5%  of  the  budget  within  five  years. 

International  and  domestic  grant  aid  will,  with  the  consent 
of  donors,  be  directed  as  far  as  possible  to  the  RDP.  To  date, 
some  USS2.7  billion  in  aid  money  has  been  pledged  by 
international  donors. 

The  sale  of  nonstrategic  state-owned  assets  could  generate 
US$7.5  billion  for  the  RDP,  while  revenues  from  lotteries  and 
gambling  will  soon  become  a  major  source  of  national  and 
provincial  funding  as  new  casino  licenses  are  issued. 

The  private  sector,  too,  has  rallied  to  the  RDP, 
substantially  increasing  its  commitment  to  socioeconomic 
upliftment  programs. 

Two  years  ago  the  RDP  was  a  bold  statement  of  ANC 
intentions.  Today,  it  is  a  rapidly  unfolding  reality  that  has 
touched  the  lives  of  millions.  In  the  years  ahead  the  RDP  will 
acquire  a  character  and  momentum  of  its  own,  demonstrating 
to  the  world  that  a  once-divided  country  can  mobilize  around 
a  vision  of  a  better  way  forward. 
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SOUTH  AFRICAN  AIRWAYS 

South  African  Airways 
has  taken  off  Cost- 
cutting,  rationalization, 
increased  productivity 
and  steady  growth  in  travel 
have  turned  the  airline,  a  loss- 
maker  through  much  of  the 
1980s  and  eariy  1990s,  into  a 
highly  profitable  national 
carrier  able  to  meet  the 
demands  of  the  new 
democracy. 

Chief  Executive  Mike 
Myburgh,  who  has  led  the 
airline  through  to  recovery,  says 
SAA  expects  to  make  a  net 
operating  profit  in  excess  of  its 
budgeted  US$42  million 
surplus  for  its  current  financial 
year.  "The  importance  in  this 
for  us,"  says  Myburgh,  "is  not 
only  that  we  can  provide  jobs 
and  pay  dividends  and  taxes. 
We  have  the  resources  to  play 
our  role  in  the  country's 
reconstruction  and 
development" 

Staff  numbers  have  been 
scaled  down  by  17%;  SAAi 
fleet  has  been  cut  by  some 
20%;  the  airline  has  withdrawn 
from  several  unprofitable  inter- 
national and  domestic  routes; 
and  modem  management  has 
improved  yields  from  fares. 
With  sanctions  no  longer  in 
place,  SAAs  technical  division 
has  taken  on  third-party 
maintenance  work  for  other 
airlines;  SAA  has  been  able  to 
sell  some  of  its  technology;  and 
by  converting  Airbus  A300s 
and  Boeing  737s  and  747s  into 
freight  carriers,  the  airline  has  boosted  cargo  turnover. 

In  the  past  six  months  alone,  international  passenger  traffic  has 
increased  by  1 5%.  Reflecting  great  interest  in  South  Africa  as  a  new 
home  for  international  investment,  60%  of  tourism  traffic  has  come 
from  business  travelers. 

SAA  has  launched  a  number  l   imaginative  initiatives  to  align 
itself  with  the  imperatives  of  the  new  South  Africa,  and  it  is 
strengthening  its  pivotal  role  in  the  promotion  of  tourism.  "This," 
says  Myburgh,  "is  South  Africa's  growth  industry  of  the  future.  This 
ADVERTISEMENT  6 


South  African  Airways  is  shedding  its  elitist  image  and  becomii 
more  representative  of  the  country  if ierves.  In  the  process, 
has  embarked  on  some  imaginative  initiatives. 


is  the  time  to  invest  in  tourism  infrastructure. 

"Some  international  hotel  groups  have  entered  the  country,  bi 
this  is  not  enough  to  meet  the  expected  demand  for  quality 
accommodation.  There  is  also  an  excellent  market  for  luxury  bus 
and  operators." 

SAA  and  the  South  African  Tourism  Board  are  jointly  marked 
the  country's  tourism  treasure  chest.  SAA  has  also  teamed  up  wid 
the  black  business  organization,  Fabcos,  to  form  Fabtravel,  which 
making  tourism  more  accessible  to  black  South  Africans.  On 
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ither  level,  SAA  has  a 
pc  20%  holding  in 
new  domestic  regional 
!ie,  SA  Express,  in 
jich  black  business 
>ups  will  have  a  growing 
srest. 

[This  development  has 
kbled  SAA  to  play  a  role 
iblack  economic 
Ipowerment  and  to 
Ihdraw  its  big  jets  from 
pie  unprofitable  regional 
ptes,  which  can  be  cost- 
rely  served  by  SA 
press  and  its  fleet  of  de 
tvilland  Dash  8s.  With 
lth  Africa's  alluring  eco- 
sm  destinations 
ated  in  oudying  areas, 
velopment  of  a 
lprehensive  regional 
le  network  will  make 
vd  more  convenient  for 

Myburgh  says. 
|  Further  afield,  SAA  has 
led  up  with  the 

ional  airlines  of  Tanzania  and  Uganda  to  form  a  new  airline, 
iance. 

Through  rationalization,  Alliance,  it  is  hoped,  will  provide  the 
t  African  nations  with  cost-effective  and  sustainable  pan-African 
d  international  services.  SAA,  which  contributes  management 
rtise  to  Alliance,  sees  exciting  possibilities  for  other  African 
tures.  "African  airlines  must  work  together,"  says  Myburgh. 
fe  must  use  our  strong 
sition  to  the  advantage  of 
ers.  Perhaps  the  time  has 
me  to  dispense  with  national 
ers  in  southern  Africa  and  to 
rate  a  single  regional  carrier." 
Through  such  initiatives  as  its 
olvement  with  SAExpress, 
,  adds  Executive  Manager 
r  Corporate  Relations  Felicia 
abuza-Sutde,  "accepts  the 
lallenge  to  make  government's 
econstruction  and 
•evelopment  Program  a  resounding  success."  Through  a  process  of 

firmative  action  supported  by  bridging  training  programs, 
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ibsidized  technical  education  and  sophisticated  management 
nirses,  SAA  is  committed  to  shedding  its  white,  elitist  image. 
Jiown  as  the  "turn  strategy,"  this  process,  says  Mabuza-Sutde,  "is 
tuch  more  than  a  numbers  game.  It  is  about  creating  a  culture  in 


AA  that  is  unique  and  totally  aligned  with  the  reality  of  the  new 
puth  Africa." 


(Opposite)  SAA  has  joined  forces  with  Satour  to  fully  exploit 

South  Africa's  eco-tourism  potential. 

(Above)  SAA  is  committed  to  attracting  disadvantaged 

communities  into  the  aviation  industry.    Here,  First  Officer  Mpho 

Mamashela  shares  his  enthusiasm  with  a  group  of  young 

people. 

(Below  left)  Chief  Executive  Mike  Myburgh  and  (right)  SAA 
Corporate  Relations  Executive  Felicia  Mabuza-Suttle. 


Promotion  of  black  South 
Africans  is  taking  place  virtually 
across  the  board,  says  Mabuza- 
Suttle.  A  cadet  pilot  program  has 
been  introduced  to  train  an  initial 
20  black  aspirants;  30  black 
technical  apprentices  have  been 
taken  on;  the  diversity  of  cabin  and 
cockpit  crews  is  growing;  and 
management  positions  are  being 
opened  up.  But,  says  Mabuza-Sutde, 
"people  are  being  advanced  in  such 

a  way  that  SAAs  unrelentingly  high  standards  are  maintained." 
In  its  relations  with  the  wider  community,  SAA  has,  for  example, 

committed  itself  to  buying  10%  of  its  supplies  from  black 

businesses. 

In  association  with  Airbus  Industries,  SAA  is  taking  aviation  to 

the  people.  Mobile  units  are  visiting  communities  to  demonstrate 

the  opportunities  in  die  industry. 

"We  want  the  whole  country  to  love  SAA,"  says  Mabuza-Sutde. 
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A  Word 
Your  Ear 


The  Nguni  word  Masakhane*  —  "let  us 
build  together''  —  is  the  slogan  under 
which  government  has  launched  a 
national  campaign  to  end  mortgage,  rent 
and  service  boycotts  adopted  by 
communities  in  protest  against  the 
apartheid  regime.  Underpinning  the 
Reconstruction  and  Development 
Program,  the  Masakhane  Campaign 
aims  to  build  a  stable  society,  one  in 
which  it  is  worth  investing.  Wessel 
Ebersohn  reports. 


The  apartheid  years  were  abnormal  times.  Sanctions 
distorted  the  economy,  driving  it  in  upon  itself.  The  small 
business  sector  shrank  as  the  more  successful  enterprises 
were  consumed  by  corporations  that  had  nowhere  else  to 
go.  Housing  and  other  social  infrastructure  in  the  country's  vast 
disadvantaged  communities  were  neglected.  Township 
communities  themselves  resisted  by  refusing  to  pay  for  those 
amenities  that  were  being  provided.  In  many  communities  it 
was  more  than  an  official's  life  was  worth  to  serve  an  eviction 
notice  on  someone  who  had  stopped  paying  rent. 

The  emergence  of  a  true  democracy  did  not  change  old 
habits.  Not  paying  rent  had  become  convenient.  To  restore  the 
ethic  of  personal  responsibility  to  the  country,  the  Masakhane 
Campaign,  led  by  President  Mandela  himself,  has  been 
launched.  Such  prominent  personalities  as  Nobel  laureate 
Archbishop  Desmond  Tutu  and  civic  leader  Moses  Mayekiso 
have  lent  their  weight  to  the  campaign,  exhorting  citizens  to  pay 
for  services.  "Every  rand  that  is  withheld,"  says  Mayekiso  in  one 
advertisement,  "is  one  rand  less  for  building  houses  and 
upgrading  services." 


Make  love,  not 
war:  For  decades 
the  scourge  of 
township  residents 
as  it  attempted  to 
crush  resistance  to 
apartheid,  the 
South  African 
Army  now  projects 
itself  as  a 

protector.  Township 
residents  have 
responded  eagerly. 


all 
el 


RDP  is  n 

'•scram ,sc 
iponsible 
about  the 


I 

I  JReconsmi 
I 


governments 
j  redirect  stats 
I  i.  This  crate 
of 

|  ions  live  mo 
Is  form  of  01 

Formanv.Ai 

I 
|(viouswthi 

mere 


Partners  in  Peace:  (from  left)  The  ANC's  Tokyo  Sexwale,  Priiv 
Minister  of  Gauteng  Province;  Inkatha  Freedom  Party  Leaden 
Mangosuthu  Buthelezi;  President  Mandela;  and  the  National!  6611119  "16 
Party's  Pik  Botha,  pray  for  peace  at  a  rally  last  year  in  the  „.«|  fa 
violence-wracked  East  Rand  townships  near  Johannesburg. 

Ilical  seed 

And  the  campaign  is  beginning  to  work.  Electricity  utilitj 
Eskom,  which  is  owed  US$256  million  in  unpaid  bills,  has 
reported  a  dramatic  reversal  of  the  tariff  boycott  in  Soweto  r 
Johannesburg.  Payment  levels  have  risen  from  20%  to  65%. 

The  extent  of  the  need  cannot  be  overestimated.  Accordir 
to  a  World  Bank  study,  the  country's  per  capita  income  is  or 
about  1 2%  of  earnings  in  major  industrial  economies.  At  an 
average  age  of  60,  the  country  has  one  of  the  lowest  life 
expectancies  on  earth.  Some  2  million  families  do  not  have 
adequate  housing. 

To  dissipate  the  national  reconstruction  effort  over  too  wi< 
base  would  have  rendered  it  almost  invisible.  For  this  reason 
has  been  concentrated  in  a  limited  number  of  Presidential  Le 
Projects  designed  to  demonstrate  government's  sincerity.  Urb 
Renewal  Projects,  which  form  part  of  the  Presidential  Lead 
Projects,  are  all  situated  in  areas  which  were  either  badly  affec 
by  pre-election  political  violence  or  were  among  apartheid's 
most  bizarre  creations.  In  Katorus  almost  all  commercial  actn 
was  brought  to  a  stop  by  political  violence. 

In  KwaZulu-Natal,  killings  of  that  sort  have  not  yet  come 
a  halt.  Community  life  in  Duncan  Village  in  East  London  an 
Ibhayi  in  Port  Elizabeth  was  also  decimated  by  politically 
motivated  violence.  Botshabelo  in  the  Orange  Free  State  and 
the  squatter  settlements  around  Cape  Town  are  apartheid 
creations  in  which  people  were  setded  far  from  employment 
centers. 

Government's  commitment  to  fiscal  discipline  and  a  marke 
based  economy  has  meant  that  while  RDP  activities  have 
certain  limitations,  they  should  be  sustainable.  The  provision  ■ 
rural  water  has  been  limited  to  just  12  localized  projects. 
Support  for  the  restitution  of  land  to  those  who  had  lost  their 
homes  under  the  apartheid  government  is  concentrated  in  just 
10  areas. 

A  start  has  been  made  to  improving  infrastructure  and 
services.  For  the  first  time  all  children  under  the  age  of  six  and 
pregnant  mothers  receive  free  health  care.  A  gesture  of  hope  ha 
been  made  to  those  who  need  it  most. 

*Masakhane  is  loosely  pronounced  as  Muss-ah-cah-kru 
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Je  RDP  is  not  a  social  responsibility 
Bag  ram,  says  Jay  Naidoo,  Minister 
Sponsible  for  its  coordination.  Rather,  it 
■about  the  interdependence  between 
"  4stainable  economic  growth  and 
todseting  the  social  needs  of  people. 
*  essel  Ebersohn  surveys  the  RDP's  most 
tical  sectors. 
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aving  been  given  responsibility  for  implementation  of  the 
Reconstruction  and  Development  Program  (RDP), 
Minister-without-Portfolio  Jay  Naidoo  is  perfecdy 
positioned  to  see  its  effect  on  its  intended  beneficiaries  and 
UK  i  oi  government's  partners  in  the  process.  "An  initiative  of  the  RDP 
j;  :;ffl  ■)  redirect  state  expenditure  into  infrastructural  investment,"  he 
|K     ;.  "This  creates  enormous  opportunities  for  business." 

n  the  field  of  housing,  for  example,  53%  of  all  black  South 
icans  live  in  outbuildings,  shacks,  huts  or  single-sex  hostels, 
ne  form  of  one-room  dwelling,  shared  by  three  or  more  people, 
ome  to  63%. 
I  DM  por  manV)  me  RDP  has  no  more  important  component  than  the 
■""•j  ising  drive.  "A  house  is  a  tangible  component  of  change,"  says 
ot  Lit  v  Minister  of  Housing  Sankie  Mthembi-Nkondo.  "It  is  the  most 
iii  Lad   fious  way  that  the  government  can  show  it  is  making  progress." 
flirai  ^  79%  increase  in  the  housing  budget  announced  in  March, 
mhafs 

KB  I 


Minister-without-Portfolio 
Jay  Naidoo 

shows  government  determination  to  tackle  the  problem  of 
providing  some  2  million  homes  in  the  next  six  or  seven  years.  It 
also  reveals  the  limitations  of  government  resources.  The  US$0.9 
billion  allocated  for  housing  is  still  only  2.7%  of  government 
spending. 

Only  considerable  private  investment  in  affordable  housing  will 
make  it  possible  to  come  close  to  the  targets  that  are  being  set.  So 
far  social  conditions  have  caused  considerable  reluctance  on  the 
part  of  the  financial  institutions.  Bond  boycotts,  started  as  an  act  of 
protest  against  the  apartheid  regime,  have  not  yet  entirely 
disappeared.  A  government  mortgage  guarantee,  negotiated  at  the 
end  of  1994,  and  a  building  warranty  program  to  ensure  the 
quality  of  new  structures  promise  to  go  some  way  toward  easing 
investors'  doubts. 


Apartheid  created  great 
divides  in  South  Africa's 
towns  and  cities.  Forced 
removals  drove  blacks  to 
urban  peripheries  and 
beyond.  Regarded  as 
"temporary  sojourners"  in 
urban  areas,  they  were 
permitted  to  offer  their  labor 
under  tightly  regulated 
conditions  and  were  denied 
land  ownership  and  space 
for  expansion.  Seen  against 
the  backdrop  of 
Johannesburg's  skyline, 
Alexandra  township  (in  the 
mid-foreground)  was  an 
exception.  Attempts  to 
remove  the  Alexandra 
"black  spot"  failed.  Its 
development  was  frozen. 
Today  it  is  an  overcrowded, 
poorly  serviced  shackland 
enclave  wedged  between 
one  of  the  city's  industrial 
areas. 
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To  foreign  companies  looking  for  an  opening  in  the  market,  Ian 
Robinson,  executive  director  of  the  Building  Industries'  Federation 
of  South  Africa,  offers  little  encouragement.  "Local  building 
material  producers  are  all  running  at  well  below  capacity,"  he  says. 
"Also  most  of  the  building  is  likely  to  be  done  by  small  black 
builders." 

The  need  for  the  provision  of  better  health  care  for  the  majority 
of  South  Africans  is  at  least  as  urgent.  The  shortage  of  basic  services 
is  reflected  in  an  infant  mortality  rate  that  is  still  running  at  61 
deaths  per  1,000.  In  some  black  rural  areas  it  rises  as  high  as  130 
per  1 ,000.  In  urban  white  areas  it  is  one-tenth  of  that.  On  taking 
over  her  new  job,  Minister  of  Health  Dr.  Nkosazana  Zuma 
immediately  acknowledged  that  the  creation  of  a  more  equitable 
health  system  will  be  "an  enormous  task." 

Zuma  has  already  persuaded  the  nations  seven  academic 
hospitals  to  shave  5%  off  their  collective  budget.  The  money  thus 
released,  plus  more  from  the  private  sector  and  Japanese  aid,  was 
immediately  earmarked  for  a  major  clinic  building  program  which 
will  introduce  780  more  clinics  in  disadvantaged  areas  over  the  next 
two  years. 

She  has  also  called  in  committees  of  experts  to  make 
recommendations.  They  have  suggested  that  profiteering  in  the 
pharmaceutical  industry  should  be  curtailed;  that  expensive 
equipment  owned  by  private  hospitals  should  be  put  to  wider  use; 
and  that  graduate  doctors  should  serve  a  time  in  poor  areas  before 
they  enter  private  practice. 

The  business  sector  too  has  entered  the  debate,  the 
pharmaceutical  companies  pointing  out  that  if  all  employers  were 
compelled  to  provide  comprehensive  health  care  for  employees, 
nearly  half  the  total  population  would  be  covered. 

Healthcare  problems  are  exacerbated  by  the  shortage  of  potable 
water  in  much  of  the  country.  More  than  12  million  South 
Africans  do  not  have  access  to  adequate  water  supplies.  Nearly  21 
million  lack  basic  sanitation. 

A  sturdy  effort  has  already  been  made  in  many  areas.  The 
KwaZulu-Natal's  province's  water  utility,  Umgeni  Water,  has  in  the 
last  few  years  brought  water  to 
300,000  rural  Africans,  many  of 
them  living  in  inaccessibly  hilly 
country.  In  the  next  five  years  they 
will  be  spending  US$83  million  in 
bringing  water  to  a  further 
400,000.  Umgeni  Water  plans  by 
the  year  2005  to  have  reached  all 
three  million  in  its  area  of  supply. 

On  the  macro  level  the  largest 
water  supply  problem  lies  in 
Gauteng  province,  of  which 
Johannesburg  is  the  heart.  To  ease 
a  potential  future  crisis  in  this  area, 
the  Lesotho  Highlands  program 
has  been  designed.  Planned  to 
begin  supply  by  1 997,  it  is  a 
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The  erection  of  modern  low-cost  homes  gives  hope  to  shack 
dwellers. 
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Mines  provide  health  and  medical 
care  to  workers.  Here,  two 
injured  mineworkers  take  in  the 
winter  sunshine  during  their 
recuperation  period. 
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common  sigr 
in  many  parts 
of  South  Africa: 
a  single, 
communal  tap 
serving  a 
community  of 
shack  dwellers. 


US$2.5  billion  multinational  venture  that  will  bring  6,000 
megaliters  of  water  to  the  province  daily. 

Minister  of  Water  Affairs  and  Forestry  Professor  Kader  Asmal 
has  indicated  that  the  country  welcomes  the  participation  of 
foreign  companies  and  suppliers.  A  set  of  guidelines  for  such 
investors  has  been  drawn  up.  The  most  significant  are  that  the 
growth  and  development  of  existing  South  African  firms,  especially 
new  and  emerging  black-owned  ones,  must  be  encouraged  and  that 
foreign  companies  should  operate  within  the  ethos  of  the  RDP. 

Business  opportunities  are  not  limited  to  the  elements  of  the 
RDP  in  which  large  tangible  projects  are  undertaken.  According  to 
Professor  Sibusiso  Bengu,  Minister  of  Education,  putting  his 
portfolio  on  a  solid  footing  will  require  both  public  and  private 
investment.  "We  need  the  private  sector  to  help  government  to 
help  people  to  turn  around  apartheid  education  and  set  the  system 
on  a  new  course,"  he  says. 

Bengu  inherited  a  bizarre,  fragmented  education  system.  A  total 
of  17  departments  were  in  operation:  one  each  for  whites,  blacks, 
coloureds  and  Asians  and  the  rest  for  the  apartheid-created 
homelands.  In  1992  per  capita  annual  expenditure  on  primary 
education  was  US$916  for  whites,  US$689  for  Asians,  US$575  for 
coloureds  and  US$219  for  blacks. 

Starved  of  funds  and  resources,  black  schools  have  student- 
teacher  ratios  that  are  as  high  as  1 20: 1  in  some  areas.  At  the  end  of 
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(Above)  With  the  emphasis 
on  preventive  health  care 
particularly  in  rural  areas, 
nutrition  programs  for  the 
young  and  care  for  the  aged 
will  have  to  be  significantly 
increased. 


(Left)  Demand  for  education 
is  such  that  many  pupils 
have  to  take  lessons 
outdoors. 
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1994  there  were  1.8  million  children 
who  were  not  enrolled  in  any 
schools.  Bengu  estimates  that  60,000 
classrooms  are  needed  nationwide. 
Vast  Northern  Transvaal  province 
alone  is  short  35,000  classrooms.  So 
far  authorities  have  managed  to 
gather  940  tents  as  temporary 
accommodadon. 

All  recognize  that  the  ultimate 
solution  to  South  Africa's  problems 
lies  in  the  country's  ability  to  grow 
the  economy.  Here  no  player  is  more 
important  than  electricity  udlity 
Eskom.  It  is  estimated  that  of  the 
country's  6.8  million  dwellings,  only 
40%  have  access  to  electricity. 

This  is  a  picture  that  is  quickly 
changing.  Mass  electrification  is  one 
area  of  the  RDP  that  is  already  well- 
advanced.  Eskom  embarked  on  a 
national  program  in  1991  when 
30,000  houses  were  connected  to  the 
grid  as  part  of  a  pilot  project.  250,000 
homes  were  hooked  up  in  1 994  and  a 
further  300,000  are  planned  for  this 
year.  "We  were  busy  with  the  RDP 
before  it  became  official 
government  policy,"  says  Eskom  Chief 
Executive  Allen  Morgan. 

Unlike  other  RDP  projects,  the 
electrification  program  requires  no 
drain  on  the  government.  It  is 
financed  entirely  by  Eskom  earnings 
and  borrowing.  Capital  expenditure 

during  the  next  five  years  is  expected  to  be  in  the  order  of  US$1.2 
billion  a  year.  Approximately  a  quarter  of  this  will  finance  the 
electrification  program,  while  the  rest  will  be  absorbed  into  macro- 
development. 

Eskom  is  a  leading  participant  on  the  South  African  bond 
market,  where  the  Eskom  168  is  considered  a  benchmark.  An 
office  has  been  opened  in  Atlanta,  Georgia,  to  facilitate  the  issue  of 
a  dollar-denominated  bond.  Until  the  present  time  most  borrowing 
has  been  on  the  European  market. 

Access  to  the  nation's  telecommunications  network  is  almost  as 
important  to  emerging  business  as  electrification.  Telkom,  the 
country's  state-owned  supplier  of  telecommunications  facilities,  has 
some  50%  of  Africa's  telephone  connections.  In  its  determination 
to  extend  its  network  to  all  communities,  it  has  spent  around 
US$83  million  on  RDP-related  projects  in  the  last  financial  year.  A 
substantial  pan  of  this  has  gone  into  the  recent  development  of  the 
country's  cellular  phone  capability. 

The  RDP-fnendly  manner  in  which  cellular  phone  licenses  have 
been  granted  is  a  role  model  for  other  sectors.  Some  250,000 
subscribers  have  been  linked  up  in  just  a    ear,  surpassing  all 
projections.  Cellular  operators  Vodacom  (which  is  ^0%  Telkom- 
owned)  and  Mobile  Telephone  Networks  (MTN)  have  taken  on 
black  shareholders  and  committed  themselves  to  installing  almost 
30,000  phones  as  community  set  ices  by  1999. 
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(Above)  Electrification 
helps  small  farmers  to 
play  their  part  in  feeding 
the  nation. 

(Below)  Eskom's  Marimba 
power  station  uses  dry 
cooling,  thus  saving 
millions  of  liters  of  water. 
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The  RDP  also  calls  for  telephones  to  be  installed  in  all  schoo 
and  clinics.  Telkom  hopes  to  achieve  this  in  rwo  years.  Governn  •» 
has  called  for  five  million  additional  lines  to  be  added  to  the 
existing  network  by  the  year  2000  and  for  another  1 50,000  pay 
phones  to  be  connected  by  1 998. 

The  company  cannot  cope  alone.  Because  of  the  extent  of  dv'Mnrart 
expansion,  world  players  have  been  shopping  around  or  have  sei  - 
operations  in  South  Africa.  AT&T,  for  example,  has  signed  up  i H 
World  Partners  program  with  Telkom,  while  British  Telecom  ha  M 
some  of  its  services  sold  in  South  Africa  with  Value  Added  Netv  fo 
provider  FirstNet.  Clearly  their  presence  is  welcome.  "Each  day  r 
made  it  clearer  to  us  that  such  a  massive  task  in  such  a  short  tim L 
cannot  be  achieved  by  any  single  role  player,"  says  Telkom 
Chairman  Dikgang  Moseneke. 

There  is  no  doubt  that  the  RDP  is  an  upliftment  program,  bi ; 
it  does  not  require  acts  of  charity  from  the  role  players.  It  probal  Nloi 
offers  the  largest  variety  of  business  opportunities  ever  presented  &  - 


the  African  continent.  In  Naidoo's  words:  "The  RDP  is  not  a  soi 
responsibility  program.  It  is  about  the  interdependence  between 
sustainable  economic  growth  and  meeting  the  social  needs  of 
people." 
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usiness 


imitted  to  fiscal  discipline, 
rernment's  ability  to  meet  urgent 
:ial  needs  is  restricted.  As  Wessel 
irsohn  reports,  corporations  have  to 
ly  a  major  role. 


outh  Africa's  social  needs  are  great.  In  the  1980s,  of  every 
100  black  children  who  started  school,  only  seven 
graduated.  No  more  than  55%  of  the  country's  potential 
workforce  is  in  formal  employment.  A  million  families  are 
■eed  of  proper  homes. 

jovernment  alone  cannot  meet  these  needs,  nor  does  the 
munity  expect  it  to  do  so.  As  a  result,  the  sense  of  purpose 
ading  every  sector,  from  government  and  established  white- 
orporations  to  associations  of  black  small-business  people, 
turned  South  Africa's  Reconstruction  and  Development 
am  (RDP)  into  a  national  movement, 
overnment's  determination  to  stay  within  the  bounds  of 
good  sense  and  not  fund  the  RDP  by  borrowing  may  have 
ed  limitations  on  its  activities  but  has  reassured  foreign  and 
estic  investors.  Appreciating  that  new  markets  will  open  if 
ortunities  are  created  for  disadvantaged  communities,  these 
orations  are  also  keen  social  investors, 
ndeed,  social  upliftment  programs  of  many  companies 
ate  by  many  years  the  Government  of  National  Unity's 
nstruction  and  development  program.  Liberty  Life's  Donald 
rdon  Foundation,  perhaps  the  first  of  its  kind,  was  established 
,n  ill  schcx  ar'v  ^  1971.  This  company  has  created  four  separate 

:11  'elopment  foundations  in  the  last  quarter  of  a  century.  Of 
|[Ct|,e    m,  the  Liberty  Life  Foundation  alone  has  disbursed  US$34.7 
mmqJ  llion  in  the  last  four  years. 

The  sophistication  of  much  of  South  Africa's  economic 
-jjfj  rastructure  is  a  surprise  to  many  businesspeople  visiting  the 

J  intry  for  the  first  time.  A  senior  executive  of  an  insurance 
iciaj.jp  nt,  now  setting  up  office  in  the  country,  recently  remarked  to 
"icomli  execut've  at  insurance  pacesetter  Price  Forbes  that  South 
j  ica  is  the  world's  most  sophisticated  insurance  market  outside 
. .  »rth  America.  Transnet,  the  country's  main  transport  operator, 
qifiaj  idles  120  million  tons  of  freight  through  its  harbor  facilities 
J,  through  subsidiary  Spoornet,  operates  the  most 
jhisticated  rail  network  in  Africa,  with  36,000  kilometers  of 
. ,  i,  ck  serving  more  than  3,000  sidings.  Telkom,  the  national 
-^J  ephone  supplier,  will  have  the  entire  country  automated  by  the 
_J  ir  2000  and  upgraded  to  state-of-the-art  digital  exchanges  five 
J  irs  later.  The  Post  Office  is  working  towards  the  establishment 
.  „  6,000  postal  outlets  around  the  country,  and  electricity 
pplier  Eskom  produces  more  than  half  the  electricity 
nsumed  in  Africa. 


These  are  just  a  few  of  the  achievements  of  corporations 
which,  by  interacting  with  principals  in  industrialized  countries, 
have  managed,  despite  apartheid  sanctions,  to  stay  close  to  the 
cutting  edge  of  technology.  It  is  the  extent  of  these  achievements 
that  makes  the  implementation  of  the  RDP  possible. 

The  South  African  Reserve  Bank  too  has  played  a  vital  role.  In 
1994  it  was  able  for  the  first  time  in  a  quarter  of  a  century  to 
bring  inflation  into  single  figures.  This  year  an  important 
element  in  the  groundwork  for  the  RDP  was  laid  with  the 
abolition  of  the  controversial  two-tier  currency  system  and  easing 
the  collateral  requirements  for  community  banks  operating  in 
disadvantaged  areas. 

The  result  of  the  positive  signs  emanating  from  government, 
the  Reserve  Bank  and  corporations  has  been  a  strong  flow  of 
new  investors.  Membership  in  organizations  like  the  American 
Chamber  of  Commerce  has  mushroomed. 

South  African  companies  too  have  shown  their  confidence  in 
the  future.  Mining  house  Gencor  has  led  the  way  with  a 
US$1.86  billion  expansion  of  its  Richards  Bay  aluminum 
smelter,  the  largest  private  sector  project  ever  undertaken  in 
South  Africa. 

Typical  of  the  trend  has  been  a  US$140  million  program 
undertaken  by  Nissan  SA  to  expand  capacity  and  upgrade  the 
quality  of  vehicles  produced  at  its  Pretoria  plant.  Looking 
outward,  South  African  paper  and  pulp  producer  Sappi  has 
acquired  for  US$1.6  billion  roughly  70%  of  SD  Warren,  the 
world's  largest  manufacturer  of  coated  wood-free  paper. 

Overwhelmingly,  corporations  have  accepted  that  a  key  factor 
in  normalizing  the  country  is  the  economic  empowerment  of  the 
black  community.  Control  of  a  number  of  large  companies  has 
been  handed  to  black  consortia,  while  numerous  partnerships 
between  the  established  and  the  emerging  sectors  have  come  into 
being.  Perhaps  the  most  significant  of  these  is  Capital  Alliance, 
the  first  black-controlled  financial  services  company.  It  is  run  by 
former  political  prisoner  Mzi  Khumalo.  Motor  and  furniture 
trader  McCarthy  Retail  and  Rand  Merchant  Bank  together 
maintain  a  49%  interest.  Fedics,  a  subsidiary  of  leisure  company 
Servgro,  has  entered  joint  ventures  with  no  fewer  than  three 
black  groups.  Interleisure  too  has  followed  the  same  path  with 
joint  ventures  in  the  production  and  distribution  ends  of  the 
motion  picture  industry.  South  African  Airways  has  taken  a  20% 
interest  in  new  airline  SA  Express,  in  which  black  businesspeople 
have  a  key  interest. 

Closely  allied  to  the  major  deals  sponsored  by  the 
corporations,  and  equally  important,  is  their  support  for  small 
business. 

According  to  Small  Business  Development  Corporation 
figures,  more  South  Africans  are  employed  in  this  sector  than  in 
big  business  and  government  combined.  Companies  like  Barlow 
Ltd.  have  answered  the  challenge  this  poses  by  giving  generous 
support  to  the  National  Industrial  Chamber,  a  grouping  of  small 
black  manufacturers,  and  the  National  Economic  Initiative,  a 
highly  successful  endeavor  to  link  small  suppliers  to 
corporations. 

Pretoria  Portland  Cement,  the  largest  producer  of  cement  and 
lime  in  Africa,  has  put  in  place  a  12-person  facilitation  team  to 
help  black  small  businesses  benefit  from  government's  RDP 
spending. 

Richards  Bay  Minerals  has  started  a  Business  Advice  Center 
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Reserve  Bank  Governor  Dr.  Chris  Stals:  keeping  inflation  down 
to  single  digits. 


which  has  helped  create  some  2,000  jobs.  A  recent  study 
reflected  that  most  of  the  country's  top  1 50  companies  were 
involved  in  some  form  of  active  outsourcing  to  emerging 
business.  The  city  of  Pretoria,  until  a  few  years  ago  seen  by  many 
as  a  bastion  of  conservatism,  has  also  established  a  Small  Business 
Development  Unit  to  facilitate  the  growth  of  this  sector. 

With  a  population  in  which  almost  50%  is  illiterate  or  semi- 
literate,  nothing  is  more  important  than  education  and  training. 
And  it  is  here  that  many  corporations  have  made  their  biggest 
effort.  Some,  like  BMW,  have  traced  the  problem  to  its  roots, 
setting  up  preschool  learning  centers.  ABSA  Bank  has  provided 
one  of  the  most  original  devices  for  training  in  its  Africa  Growth 
Network,  an  encoded  Television  broadcast  available  at  learning 
centers  in  disadvantaged  communities. 

Internal  needs  head  the  list  in  many  companies.  Samancor, 
the  world's  largest  producer  of  chrome  ore  and  ferro-chrome,  has 
put  in  place  a  program  to  ensure  that  by  the  year  2000  all  of  its 
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1 1,000  staff  will  be  literate  and  numerate.  Cement  and  co 
producer  Anglo- Alpha  has  set  aside  US$  1  million  in  addit 
its  normal  training  budget  for  affirmative  action  training  t< 
enable  candidates  from  disadvantaged  communities  to  con 
on  an  equal  basis.  Sasol,  the  worlds  only  oil-from-coal  enti'  ^9ai 
invests  US$28  million  a  year  in  education  and  training. 

International  links  also  play  a  role  in  training.  Elevator     J^m  RD 
company  Otis  is  a  key  supporter  of  Harvard  University's       ..l  p:nn  jm 
Kennedy  School  of  Government,  which  trains  policy  make 
public  officials  for  the  new  South  Africa. 

The  sheer  breadth  of  the  upliftment  program  that  will  e  porations  iK 
the  broad  mass  of  South  Africans  to  face  the  future  on  an  e.  Jus  internet 
basis  with  peers  in  developed  countries  is  so  widespread  ths.  J^r^ 

choosing  the  most  effective  path  has  not  always  been  easy  f     .  , 

f-  v  7  }   ifcnooreoc 

corporations. 

Some  have  gone  deep  into  communities  to  cater  to  the  rf " 
basic  needs.  An  example  is  First  National  Bank,  which  has 
committed  US$4  billion  to  RDP  projects  like  affordable 
housing,  education  and  health.  On  a  similar  note,  industria 
holdings  company  Safren,  through  its  shipping  subsidiary 
Safrnarine,  is  involved  in  400  projects  nationwide  in  which 
donated  used  shipping  containers  for  a  variety  of  communii 
applications.  Schools,  creches,  clinics  and  other  community 
resources  have  all  gained. 

Operating  in  rural  KwaNdebele  in  Eastern  Transvaal  pro 
the  KNDC  has  played  a  major  role  in  bringing  about  an 
economic  metamorphosis  in  the  region. 

Technologically  innovative  ideas  too  have  played  their  pai  te 
Cellular  service  provider  Vodacom  is  committed  to  installing 
22,000  cellular  phones  in  disadvantaged  areas,  bringing  som 
communities  into  easy  contact  with  the  outside  world  for  th 
first  time.  Among  many  other  activities,  Transnet  runs  a  hea 
care  train  that  brings  the  most  sophisticated  treatment  into 
remote  areas.  jZulu/Nanl 

Providing  the  fundamentals  that  will  enable  communities   ' 
grow  is  itself  a  formidable  task.  Umgeni  Water  introduced  itP' 
intensive  Rural  Areas  Water  and  Sanitation  Plan  in  1990  to  'nkm( 
remove  the  burden  of  people  walking  kilometers  every  day  t< 
bring  water  to  their  homes.  Since  then  some  400,000  people 
rural  communities  have  been  supplied  with  safe  water.  Projec 
that  will  supply  a  further  700,000  are  well  under  way. 

Eskom's  mass  electrification  project,  without  which  ^    , 

entrepreneurship  would  have  remained  in  select  areas,  reache  j , 
peak  of  250,000  connections  in  1994.  An  even  higher  sumn 
of  300,000  is  planned  for  this  year.  i^r 

Attitudes  in  the  corporation  have  been  broadening  since  i 
early  1 970s.  Others  too  have  changed.  Former  leaders  of  radi  k  -/ 
resistance  groups  find  that  they  have  much  in  common  with  teem 
corporate  leadership.  Isaac  Mogase,  current  chairman  of  the    P  - 
Greater  Johannesburg  Metropolitan  Council,  once  led 
campaigns  to  boycott  service  payments.  Today  he  directs  a 
campaign  to  convince  township  people  that  they  must  pay  fo 
services. 

Former  political  prisoners  and  leading  capitalists  are  all  on 
same  side  now.  The  realization  that  success  will  take  a  team 
effort  has  taken  root  everywhere. 

Wessel  Ebersohn  is  a  specialist  writer  on  developmental  issues, 
based  in  Johannesburg. 
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ra  owing  are  key  contacts  in  government,  including  the  names  and 
ibers  of  central  and  provincial  government  officials  responsible  for 
•rdinating  RDP  activities;  and  of  government  departments  that  could 
v.-^ist  foreign  investors  with  specific  business  information;  research 
itutes;  commercial  and  industrial  representative  associations;  and 
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pica's  international  dialing  code.  Numbers  appearing  in  brackets  are  the 
area  code.  Cabinet  ministers  and  key  personnel  move  between 
toria  (area  code  1 2)  and  Cape  Town  (area  code  21 ).  Their  telephone 
Kj-eJ  facsimile  numbers  are  given  for  both  cities. 
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RDP  Coordinating  Office: 
Ijister  in  the  Office  of  the  President 
aster:  Jay  Naidoo 
+27  (12)  328  4708;  +27  (21)  45  5541; 
+27  (12)  323  9512;  +27  (21)  461  9319. 


RDP  Provincial  Coordinators 
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^i^tern  Transvaal:  Linda  Mwale 
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+27(1311)55  2734; 
* +27  (131 1)55  2743. 
odd  far  k  rth  West  Bushy  Maape 
silfl  +27(140)84  5540; 
:  +2~  (140)  84  3695. 
aZulu/Natal:  BabyNdlovu 
27  (331)  94  6257; 
-27  (331)  42  7368. 
rthern  Cape:  Thabo  Makweya 
+27(531)81  1192; 
:  +27  (531)  81  6463. 
ange  Free  State:  Pat  Matosa 

27(51)405  5303; 
■:  +27  (51)  405  4803. 
rthern  Transvaal:  Magwedzha  Mphaphuli 
&:  +27  (152)  291  4870; 
iffimi  : +27  (152)  295  6870. 

item  Cape:  Slumko  Ncume 

27(401)99  2762; 
:: +27  (40 1)  99  2784. 
stern  Cape:  Tony  Ruiters 
: +27  (21)  483  3840; 
27  (21)  483  3483. 
uteng:  Salim  Aziz 

+27(11)240  1500/1622; 
£+27(11)838  5059. 
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itional  Economic  Development  and 
bor  Council  (NEDLAC) 

■A  I: +27  (11)  482  2511; 
n:  +27(11)482  4650/2. 


Central  Economic  Advisory  Service 

Tel: +27  (12)  325  1545; 

Fax: +27  (12)  325  1569. 

Central  Statistical  Service 

Tel:  +27  (12)  310  8019/8158/8391/8416; 

Fax: +27  (12)  310  8500. 

Commissioner  for  Customs  and  Excise 

Tel: +27  (12)  314  9911; 

Fax:  +27  (12)  325  7992. 

Commissioner  for  Inland  Revenue 

Tel: +27  (12)  315  5111; 

Fax:  +27  (12)  325  6006. 

Competition  Board 

Tel:  +27  (12)  320  0843; 

Fax:  +27  (12)  322  5428. 

Department  of  Trade  and  Industry 

Minister  Trevor  Manuel 

Tel:  +27  (12)  322  7677/8/9; 

+27  (21)  461  7191/2/3. 

Fax: +27  (12)  322  7851; 

+27(21)45  1291. 

Ministry  for  Health 

Minister  Dr.  Nkosanzana  Zuma 

Tel:  +27  (12)  328  4773/4/; 

+27  (21)  45  7407/8. 

Fax:  +27  (12)  325  5526/7; 

+27(21)45  1575. 

Ministry  for  Posts,  Telecommunications 

and  Broadcasting 

Minister  Dr.  Pallo  Jordan 

Tel: +27  (12)  326  11 10; 

+27  (21)  462  1632/3/4. 

Fax:  +27  (12)  323  2275; 

+27(21)462  1646. 

Ministry  of  Education 

Minister  Sibusiso  Bengu 

Tel:  +27  (12)  326  0126;  +27  (21)  45  7350; 

Fax:  +27  (12)  323  5989;  +27  (21)  461  4788. 

Ministry  of  Housing 

Minister  Sankie  Mthembi-Nkondo 

Tel: +27  (12)  44  1879; 

+27  (21)  45  7295/6/7. 

Fax:  +27  (12)  323  8934;  +27  (21)  45  3610. 
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Ministry  of  Trade  and  Industry 

Minister:  Trevor  Manuel 

Tel:  +27  (12)  322  7677/8/9; 

+27  (21)  461  7191/2/3. 

Fax:  +27  (12)  322  7851/+27  (21)  45  1291. 

Ministry  of  Water  Affairs  and  Forestry 

Minister  Prof.  Kader  Asmal 

Tel:  +27  (12)  299  2525/299  2341; 

+27  (21)  45  5585. 

Fax:  +27  (12)  328  4254; 

+27  (21)  45  3362  or  45  4469. 

Registrar  of  Patents,  Trademarks,  Designs 

and  Copyright 

Tel:  +27  (12)  325  2350; 

Fax:  +27  (12)  323  4257. 

South  African  Bureau  of  Standards 

(SABS) 

Tel: +27  (12)  428  7911; 

Fax: +27  (12)  344  1568. 

South  African  Communication  Service 

(SACS) 

Tel:  +27  (12)  314  2911/2133/2169/ 

98  3989/47  3410;  +27  (21)  461  8143. 

Fax:  +27  (12)  326  0317;  +27  (21)  461  1737. 


Information  Services 

Bureau  for  Economic  Research 
(BER) 

Tel:  +27  (21)  887  2810; 
Fax:  +27  (21)  883  9225. 
Bureau  for  Financial  Analysis 
Tel: +27  (12)  420  3371; 
Fax:  +27  (12)  342  2043. 
Bureau  of  Market  Research 
(BMR) 

Tel:  +27  (12)  429  3566; 
Fax: +27  (12)  429  3221. 
Council  for  Scientific  and  Industrial 
Research  (CSIR) 
Tel: +27  (12)  841  2911; 
Fax:  +27  (12)  86  2865. 
Development  Bank  of  Southern  Africa 
(DBSA) 

Tel: +27  (11)  313  3911; 
Fax: +27  (11)  313  3086. 
Industrial  Development  Corporation  of 
South  .Africa  (IDC) 
Tel: +27  (11)  883  1600; 
Fax: +27  (11)  883  1655. 
South  African  Foreign  Trade  Organisation 
(SAFTO) 

Tel: +27  (11)  883  3737; 
Fax: +27  (11)  883  6569. 
South  African  Tourism  Board 
(SATOUR) 

Tel: +27  (12)  347  0600; 
Fax:  +27  (12)  45  4889. 
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Contacts 


Business  Organizations 

Building  Industries'  Federation  of  South 

Africa  (BIFSA) 

Tel: +27  (11)  805  1985/9; 

Fax: +27  (11)  315  1644. 

Chamber  of  Mines  of  South  Africa 

Tel: +27  (11)  838  8211; 

Fax: +27  (11)  838  1884. 

Foundation  for  African  Business  and 

Consumer  Services  (FABCOS) 

Tel: +27  (11)  832  1911; 

Fax: +27  (11)  836  5920. 

Foundation  for  Informal  Business 

Associations 

Tel: +27  (11)  832  1911; 

Fax: +27  (11)  836  5920. 

Johannesburg  Stock  Exchange  (JSE) 

Tel: +27  (11)  833  6580; 

Fax: +27  (11)  838  1463. 

National  African  Federated  Chamber  of 

Commerce  and  Industry  (NAFCOC) 

Tel:  +27  (1214)  3  204/5; 

Fax:  +27  (1214)  2  024. 

South  African  Chamber  of  Business 

(SACOB) 

Tel: +27  (11)  482  2524; 

Fax: +27  (11)  726  1344. 

Steel  and  Engineering  Industries  Federation 

of  South  Africa  (SEIFSA) 

Tel: +27  (11)  833  6033/41; 

Fax: +27  (11)  838  1522. 


Corporations 

(Those  appearing  in  this  supplement) 
ABSABank 

Chief  Executive:  Danie  Cronje 
Tel: +27  (11)  350  4000; 
Fax: +27  (11)  350  4625. 
American  Chamber  of  Commerce 
Tel: +27  (11)  788  0265; 
Fax: +  27  (11)  880  1632. 
President:  Bill  Mallory 
Tel: +27  (11)  864  3930; 
Fax: +27  (11)  864  3954. 
Anglo-Alpha  Ltd. 
Chairman:  P.  Byland 
Tel: +27  (11)  780  1000; 
Fax: +27  (11)  783  8950. 
Barlow  Limited 
Chairman:  Warren  Clewlow 
Tel: +27  (11)  801  9111; 
Fax: +27  (11)  444  8209. 


BMW 

Chief  Executive:  Rainer  Hagemann 

Tel: +27  (11)  313  2911; 

Fax: +27  (11)  313  2217. 

Eskom 

Chief  Executive:  Allen  Morgan 

Tel: +27  (11)  800  8111; 

Fax: +27  (11)  800  3089. 

First  National  Bank  (FNB) 

Managing  Director:  Barry  Swart 

Tel: +27  (11)  371  2111; 

Fax:  +27(11)371  2402. 

Gencor 

Chairman:  Brian  Gilbertson 

Tel: +27  (11)  376  9111; 

Fax: +27  (11)  833  1492. 

Interleisure: 

Chief  Executive:  Mike  Egan 

Tel: +27  (11)  887  5480; 

Fax: +27  (11)  440  4114. 

Johannesburg  Metropolitan  Transitional 

Council 

Director  -  Commerce  and  Industry: 

Collin  Wright 

Tel: +27  (11)  407  6111; 

Fax: +27  (11)  403  1012. 

KNDC 

Chief  Executive:  Charl  du  Toit 

Tel: +27  (1212)  3  3421; 

Fax: +27  (1212)  3  3623. 

Liberty  Life  Foundation 

Executive  Trustee:  Hilton 

Applebaum 

Tel:  +27  (11)  408  3911; 

Fax: +27  (11)  408  3998. 

McCarthy  Retail  Ltd. 

Deputy  Chairman:  Terry  Rosenberg 

Tel: +27  (31)  29  0222; 

Fax:  +27  (31)  29  0950. 

Nissan 

Chief  Executive:  John  Newbury 

Tel: +27  (11)  883  7720; 

Fax: +27  (11)  883  7788. 

Pretoria  City  Council 

Acting  Director,  Marketing  and 

Communications:  Peet  du  Preez 

Tel: +27(12)313  8018; 

Fax: +27  (12)  324  2380. 

Otis  Elevator  Co.  Limited 

Chief  Executive:  Robbie  Robinson 

Tel: +27  (11)  334  5200; 

Fax: +27  (11)  334  5724. 

Pretoria  Portland  Cement  Company  Ltd. 

(PPC) 

Managing  Director:  John  Gomersall 

Tel: +27  (11)  488  1700; 

Fax: +27  (11)  726  3537. 

Price  Forbes  Group  (Pry)  Ltd. 

Chairman  and  Managing  Director: 

Paul  Heinemann 

Tel: +27  (11)  637  91 11; 

Fax: +27  (11)  838  1010. 


I 


Richards  Bay  Minerals 

Managing  Director:  Roy  Macpherson 

Tel: +27  (351)  90  3000; 

Fax: +27  (351)  90  3007. 

Safmarine  and  Rennies  Holdings  Ltd. 

(Safren) 

Chairman  and  Chief  Executive  Office 

Buddy  Hawton 

Tel: +27  (21)  408  6911; 

Fax:  +27  (21)  419  6844. 

Samancor 

Executive  Chairman:  Mike  Salamon 

Tel: +27  (11)  491  7911; 

Fax:  +27(11)491  7063. 

Sappi  Ltd. 

Executive  Chairman:  Eugene  van  As 

Tel: +27  (11)  407  8111; 

Fax: +27  (11)  339  1846. 

Sasol  Ltd. 

Deputy  Chairman  and  Managing  Dire 

Paul  Kruger 

Tel: +27  (11)  441  3111; 

Fax: +27  (11)  788  5092. 

Servgro 

Executive  Chairman:  Peet  van  der  Walt 

Tel: +27  (11)  442  6320; 

Fax: +27  (11)  442  6335. 

South  African  Post  Office 

Chairman  and  Chief  Executive: 

Donald  Masson 

Tel: +27  (12)  421  7000; 

Fax: +27  (11)  421  7734. 

Spoornet 

Chief  Executive:  Braam  le  Roux 

Tel: +27  (11)  773  4313; 

Fax: +27  (11)  773  4604. 

South  African  Airways 

Chief  Executive:  Mike  Myburgh 

Tel: +27  (11)  774  2085; 

Fax: +27  (11)  773  2501. 

South  African  Reserve  Bank 

Governor:  Dr.  Chris  Stals 

Tel: +27  (12)  313  3911; 

Fax:  +27  (12)  313  3197. 

Telkom  SA  Ltd. 

Managing  Director:  Brian  Clark 

Tel: +27»(12)  311  5911; 

Fax: +27  (12)  326  8280. 

Transnet  Ltd. 

Managing  Director:  Dr  Anton  Moolman 

Tel: +27  (11)  488  7111; 

Fax: +27  (11)  488  7010. 

Umgeni  Water 

Chief  Executive:  Brian  Walford 

Tel: +27  (331)  411  111; 

Fax: +27  (331)  428  895. 

Vodacom 

Managing  Director:  Alan  Knott-Craig 

Tel: +27  (11)  322  1000; 

Fax: +27  (11)  784  0806. 
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espite  the  peso's  fall  and  new  competition  from  Wal- 
lart,  Mexico's  largest  drugstore  chain  keeps  expanding 

Who's  afraid 
»f  Wal-Mart? 


y  Christopher  Palmeri 

tTA  KLINCK'S  drugstore  in  McAllen, 
ex.  a  4-ounce  bottle  of  American 
[ome  Products'  Robitussin  DM  costs 
4.50.  Across  the  Rio  Grande,  at  a 
"armadas  Benavides  the  same  bottle 
psts  S3. 30.  On  the  U.S.  side  of  the 
order,  a  100-pill  order  of  Tagamet, 
ie  ulcer  drug  made  by  SmithKline 
eecham  Pic,  costs  $88,  versus  $13 
n  the  Mexican  side. 

Similar  U.S. /Mexican  price  varia- 
ons  exist  for  thousands  of  prescrip- 
on  and  over-the-counter  medica- 
ons.  The  price  differentials  exist,  in 
art,  because  many  of  the  world's 
najor  drug  companies  manufacture 
i  Mexico,  where  labor  costs  are  low 
nd  red  tape  less  restrictive.  But  prices 
re  also  lower  because  Mexican  con- 
umers  simply  couldn't  afford  to  pay 
s  much  as  U.S.  consumers  do. 

These  low  prices  keep  the  cash  reg- 
sters  humming  with  purchases  from 
Americans  who  cross  the  border  for 
heir  pharmaceuticals. 

As  Mexico's  biggest  drugstore 
:hain,  Farmacias  Benavides  S.A.  cash- 
is  in.  Since  the  December  peso  deval- 
lation,  U.S.  residents  are  crossing  the 
border  more  often  and  Mexican  shop- 
pers are  staying  home.  Sales  at  Bena- 
ides'  border-area  stores,  which  ac- 
rounted  for  about  25%  of  the  chain's 
55270  million  in  sales  last  year,  jumped 
16%  in  the  first  quarter,  bringing 
learly  2  million  U.S.  dollars  a  month 
nto  the  drug  chain's  coffers. 

Farmacias  Benavides  was  founded 
78  years  ago  by  Felipe  de  Jesus  Bena- 
/ides,  a  drug  salesman  who  bought  a 
mall  pharmacy  in  Monterrey,  Mexi- 
:o.  His  youngest  son,  Jaime  Bena- 
vides Pompa,  now  62,  helped  expand 
the  business  and  has  run  it  since  1987. 
The    store    count    is    now   445,    all 
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Chairman  Jaime  Benavides  Pompa 
"When  Wal-Mart  came,  we  didn't  panic. 


equipped  with  and  supported  by 
state-of-the-art  computerized  pricing 
and  inventory-control  systems.  Over 
the  last  three  years  the  company  has 
spent  some  $30  million  on  new  com- 
puter technology,  including  scanners 
at  ever)'  register  that  help  automati- 
cally reorder  items. 

This  computer  firepower  came  in 
handy  early  last  year,  when  Wal-Mart, 
Price  Club  and  other  U.S.  discounters 
pushed  into  Mexico.  Farmacias  Bena- 
vides' sales  per  customer  began  to 
decline,  and  focus  groups  pinpointed 
competition  from  Wal-Mart  as  the 
villain. 

"We  learned  that  young  women 
don't  go  to  big  stores  unless  they  hear 
something  is  on  sale,"  Benavides  says. 
Since  there  were  always  items  on  sale 
at  Wal-Mart,  the  customers  that  were 
attracted  by  them  stayed  to  buy  phar- 


maceuticals as  well. 

To  blunt  the  attack,  Benavides  be- 
gan using  his  new  computer  systems 
to  match  Wal-Mart's  prices  on  select 
items  his  largely  female  clientele  pur- 
chases frequently — things  like  cos- 
metics, deodorants,  shampoos,  femi- 
nine hygiene  products.  Benavides  set 
prices  on  the  most  popular  pharma- 
ceuticals, items  like  heart  pills  and 
insulin,  below  Wal-Mart's.  This 
brought  back  many  of  the  customers, 
who  didn't  mind  that  less  frequently 
purchased  drugs  cost  slightly  more  at 
Benavides  than  at  discounters. 

The  computers  give  Benavides  tre- 
mendous merchandising  flexibility. 
Every  item  in  the  store  is  identified  by 
a  bar  code,  so  actual  prices  can  be 
changed  quickly  at  corporate  head- 
quarters and  with  signs  in  the  aisles. 
This  enables  Benavides  to  match  Wal- 
Mart's  fabled  pricing  flexibility.  When 
devaluation  struck,  the  computers 
stopped  reordering  slow- moving 
higher-priced  items,  like  Kodak  film, 
and  stocked  up  instead  on  lower-cost 
generic  product  lines. 

"Retailing  has  become  a  high-tech 
business,"  says  Benavides.  "When 
Wal-Mart  came  to  town,  we  didn't 
panic.  We  had  the  tools  to  manage  in 
the  new  market." 

Despite  postdevaluation  turmoil, 
Farmacias  Benavides'  estimated  4% 
net  margin  this  year  is  on  a  par  with 
well-run  U.S.  chains  like  Walgreen 
Co.  and  Rite  Aid  Corp.,  and  well 
ahead  of  the  U.S.  drugstore  industry 
average. 

Not  that  the  devaluation  hasn't 
hurt:  Benavides  opened  76  new  stores 
last  year.  This  year  he'll  open  only  15. 
But  he  vows  the  slowdown  is  only 
temporary,  caused  in  good  part  by 
Mexico's  sky-high  interest  rates. 
Right  now  all  his  stores  are  in  the 
northern  half  of  Mexico.  Still  open  to 
him  is  Mexico  City,  home  to  20%  of 
the  population. 

J. P.  Morgan  analyst  Debra  Wang 
Smith  follows  the  company.  She  ex- 
pects Benavides  to  cope  with  devalua- 
tion quite  well.  Although  foreign  ex- 
change adjustments  have  played  hav- 
oc with  the  company's  books, 
Benavides  has  remained  profitable. 
Smith  predicts  earnings  of  about  $13 
million  this  year,  up  from  less  than  $2 
million  last  year,  on  sales  of  around 
$320  million.  H 
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Why  does  President  Clinton  woo  Syria's  treacherous 
dictator?  Because  Assad  has  something  Clinton 
wants  badly:  his  signature  on  a  peace  treaty. 

Blackmail 


By  Phyllis  Berman  Johnson 


Hafez  Al-Assad  is  one  of  the  worl  j 
few   surviving  dictators  of  the   c 
school.  You  see  that  in  the  ubiquitc  " 
photographs   of  the    man   in   Syr 
They  are  fixed  to  telephone  poles  a: 
hang  in  the  dusty  shops  of  the  Soi 
Al-Hamadiyyeh  in  Damascus,  in  t  J 
lobbies  of  modern   hotels,  and  a 
even  pasted  on  the  brass  pots  of  ar 
bulant  tea  peddlers. 

The  cult  of  Assad  extends  to  1 
deceased  son,  Basil,  who  died  last  ye 
at  age  3 1 ,  when  he  crashed  his  Me 
cedes.  Almost  as  ubiquitous  as  pi 
tures  of  his  bloodstained  father  | 
Basil's  likeness  astride  a  horse  or 
military  regalia. 

Underneath  this  unconvincing  di 
play  of  worship,  fear  rules  Damascu 
the  capital  of  this  ancient  land  of  mor 
than  14  million  people.  "How  di 
you  get  my  name?"  begs  one  enginel 
contacted  by  FORBES.  "You  could  gc 
me  into  a  lot  of  trouble." 

To  be  in  trouble  with  Assad  is  n 
light  matter.  Since  grabbing  power  i 
a  military  coup  25  years  ago,  the  67 
year-old  former  commander  of  the  ai 
force  has  been  quite  clear  about  wha 
awaits  prospective  opponents.  Ii 
1982  his  soldiers  put  down  a  revolt  o 
Islamic  militants  and  bulldozed  entinf c' 
sections  of  the  city  of  Hama,  th< 
center  of  the  revolt;  a  five-star  hotel 
the  Apamee  Cham  Palace,  rises  on  thcr 
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Portrait  of  Hafez  Al-Assad  in  Souq  Al-Hamao  vyeh  in  Damascus 

"They  [the  majority  of  the  population]  don't  believe  in  the  legitimacy  of  the  state." 


Clinton  with  Assad 

Covered  with  American  blood. 
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j  e  where  their  homes  once  stood, 
ley  were  not  just  crushed.  They 
,.g  :re  obliterated.  Assad  has  not  mel- 
vved.  Amnestv  International  says  his 
gime  is  torturing  and  executing  po- 
ical  prisoners  on  a  large  scale.  More 
an  1,000  political  prisoners  lan- 
lish  in  Syrian  jails. 
Thus  much  of  what  is  written  in  this 
on'  was  obtained  on  conditions  of 
•otecting  the  anonymity  of  the 
mrces. 

So  why  did  President  Clinton  shake 
ssad's  hand  when  they  met  on  two 
cent  occasions — in  Geneva  in  Janu- 
y  1994,  and  in  Damascus  this  past 
ctober?  Is  Clinton  endorsing  As- 
.d's  rule?  No,  the  Administration  is 
sinterested  in  Syria's  domestic  ar- 
ngements.  It  desperately  wants  As- 
j  id's  signature  on  a  peace  treaty  with 
•rael.  Clinton  could  thus  run  next 
ar  as  the  Great  Peacemaker.  Assad 
Dntinues  to  play  hard  to  get.  His 
oofness  only  increases  Washing- 
>n's  ardor. 

But  the  fact  is  that  this  dictator — 
•ho  bears  the  title  president  of  the 
i  yrian  Arab  Republic — is  playing  his 
nal  card  in  what  was  once  a  fairly  full 
and  and  is  now  a  desperate  one.  He 
eeds  Washington  more  than  Wash- 
lgton  needs  him. 

For  many  years  Assad  played  his 
oviet  card,  loudly  proclaiming  his 
edication  to  socialism  and  extracting 
rge  amounts  of  military  equipment 
"om  the  Soyiets.  That  card  became 
orthless  when  the  communist  dicta- 
:>rship  ended  in  Moscow. 

For  16  years  Assad  also  played  his 
:rrorist  card.  Syria  harbors  the 
orld's  nastiest  terrorists,  the  Ger- 
lan  Baader-Meinhof  gang,  the  Japa- 
ese  Red  Army  and  more  recently  the 
alestinian  Muslim  fundamentalist 
roup  Hamas.  The  kidnappings  of 
imericans  in  Lebanon  by  the  radical 
luslim  group  Hizballah  were  carried 
ut  with  Assad's  consent.  So,  too,  was 
be  1983  bombing  of  the  U.S.  Marine 
eadquarters  in  Beirut  that  killed  241 
Marines.  The  man  is  covered  with 
American  blood. 

If  Assad's  army  was  a  joke,  repeat- 
dly  routed  by  the  Israelis,  his  air  force 
hot  from  the  sky,  Assad's  stealthy 
illers  were  harder  to  deal  with.  They 
;ave  him  power,  made  him  to  be 
tared.  Among  other  things,  they  en- 
ibled  him  to  extract  blackmail  money 
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Meeting  of  Syrian  businessmen 

Their  ties  to  Assad's  regime  have  made  them  rich. 


from  other,  richer  Arab  rulers. 

His  30,000  soldiers  occupying 
once-independent  Lebanon  control 
the  flow  of  arms  from  Iran  via  Syria  to 
Hizballah  terrorists  in  Lebanon.  As  a 
sideline,  Assad  controls  a  drug  trade 
in  cocaine,  heroin  and  hashish.  The 
merchandise  moves  along  Syria's  bor- 
der with  Lebanon's  Bekaa  Valley  to 
Europe  and  the  U.S.,  and  brings  him 
millions. 


But  terrorism  and  drug  trafficking 
are  no  longer  safe  in  a  world  where 
there  is  now  only  one  superpower,  so 
Assad  must  play  his  final  card,  his 
signature  on  a  peace  treaty  with  Israel . 
Withholding  that  signature  has  en- 
abled him  to  carry  on  drug-dealing 
and  to  support  terrorism  and  still 
avoid  punishing  military  strikes,  trade 
embargoes  or  even  diplomatic  snubs. 
It  explains  why  the  U.S.  government 


Sheikh  Muhammad  Al-Booty 

Handpicked  by  Assad  as  the  official  mouthpiece 

on  Islam,  his  preachings,  ironically, 

attract  large  audiences. 
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loudly  condemns  Iran  but  avoids  crit- 
icizing Syria's  equally  dangerous  and 
oppressive  regime. 

Of  course,  during  the  Gulf  war  he 
sided  with  the  West — or  professed  to. 
That  was  due  in  good  part  to  his 
personal  hatred  of  Saddam  Hussein, 
who  claims  a  title  Assad  also  claims: 
Great  Father  of  the  Arab  People. 

Assad  was  rewarded  for  his  stance. 
He  got  nearly  S5  billion  from  the  Gulf 
states,  the  West  and  Japan,  and  the 
U.S.  agreed  to  accept  his  rule  over 
Lebanon,  the  previously  independent 
country  of  3.5  million  people  his 
troops  have  occupied  since  1976. 

Now  he  wants  a  stiff  price  for  a 
signature  on  a  peace  treaty.  And  he 
demands  conditions  that  will  make 
him  look  a  winner,  not  the  loser  he 
really  is.  In  addition  to  full  Israeli 
withdrawal  from  the  Golan  Heights, 
he    is   demanding   an    expansion   of 


Alawites  are  heretics. 

On  top  of  that,  Syria's  economy  is 
in  shambles.  Assad's  faithful  support- 
ers now  must  hold  two  and  three  jobs 
to  be  able  to  put  ever  more  expensive 
bread  on  their  tables.  A  professor  at 
the  University  of  Damascus  teaches 
during  the  day,  earning  S300  a 
month,  then  does  odd  jobs  to  keep  up 
with  inflation  that's  running  between 
15%  and  20%  annually. 

Dictatorships  breed  corruption, 
and  socialist  dictatorships  are  espe- 
cially corrupt,  since  most  people  work 
for  the  government  and  the  rule  of 
law  does  not  prevail.  A  judge  who 
earns  S250  a  month  has  no  choice  but 
to  supplement  his  salary  with  bribes. 
The  government  simplv  cannot  afford 
to  pay  higher  wages  without  breeding 
even  worse  inflation:  Government 
payrolls  support  over  half  the  coun- 
try's population. 


Car  dealers  selling  an  old  automobile 

Syrians  have  to  wait  as  long  as  15  years  to  buy  a  new  car. 


U.N.  troops  as  peacekeepers  and  offi- 
cial recognition  of  his  dominance 
over  Lebanon.  Naturally,  he  wants 
money,  too,  if  not  from  the  U.S.  then 
from  U.S.  allies  in  Saudi  Arabia. 

Assad  badly  needs  to  seem  a  winner 
in  peace  negotiations  because  he  is,  in 
tact,  in  a  near-hopeless  position.  For 
one  thing,  his  real  popular  support  is 
tenuous:  He  belongs  nor  to  the  ma- 
jority Sunni  Muslim  community  but 
to  a  small  offshoot  of  Islam  called 
Alawite.     To     orthodox     Muslims, 


Add  to  this  a  population  that  is 
growing  at  4%  a  year,  annually  spew- 
ing hundreds  of  thousands  of  new 
entrants  into  a  stagnant  labor  force, 
and  you  have  the  recipe  for  disaster. 

What  industry  there  is  is  almost 
worthless.  Hundreds  of  small  fac- 
tories existed  only  to  grind  out  goods 
that  could  be  foisted  on  Assad's  ex- 
patron,  the  former  Soviet  LTnion.  The 
factories  are  shuttered  because  no  one 
wants  the  shoddy  clothing  and  shoes 
they  produced.  Syria's  debt  to  Russia, 


which  Assad  refuses  to  pay,  stands 
over  S12  billion. 

Meanwhile,  a  tiny  minority  of  bus 
nessmen  with  close  ties  to  Assad  ha> 
waxed  rich.  Forbks  met  a  few  of  the: 
newly  rich  at  a  luncheon  given  I 
Rateb  Shallah,  the  head  of  the  Dama 
cus  Chamber  of  Commerce,  at  h  _• 
country  house  outside  Damascui 
The  Assad  patrons  arrived  in  nc 
Mercedes  and  Jeep  Cherokees  an  uo 
were  networking  around  a  buffet  lac 
en  with  hummus,  kibbe,  baba  ghar 
nouj  and  tabbouleh. 

Many  of  those  present  at  the  lun 
cheon  were  ''five-percenters,"  ajmrji 
called  because  they  get  a  5%  commisf 
sion  on  deals  they  broker.  Mostl 
Alawite,  like  Assad,  they  are  almost  u 
a  man  nouveau  riche.  "Straight  fron 
the  village  to  the  Cote  d'Azur,"  sniff 
one  Sunni  businessman. 

Nizar  As'ad  is  one  who  has  madrtp, 
the  journey  from  sunbaked  hut  to  th<uK 
French  Riviera.  He  is  known  as  "Mpfou- 
Versace"  because  he's  swathed  heacluu; 
to  toe  in  clothing  by  Italian  designes^ 
Gianni  Versace.  He  has  accumulated « L|ta 
fortune  estimated  at  S300  million  bj 
representing  bidders  on  government% 
oil  projects.  He  is  the  king  of  the  five-  m^ 
percenters.  \, 

Present  at  the  lunch  was  Firas  Tlass. 
35,  the  son  of  defense  minister  Gener- 
al Mustafa  Tlass.  He  is  Syria's  sugai 
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king  and  won  the  crown  with  inside- 
knowledge  about  the  government*! 
getting  out  of  sugar  and  leaving  it  to 
private  enterprise. 

"In  business,  information  is 
power,"  he  says,  straight-faced.  He 
now  imports  sugar  and  rice,  and  owns 
luncheon  meat,  coffee  and  canned 
vegetable  factories.  For  all  of  these,  he 
has  the  contract  to  supply  the  military 
Still  maintaining  a  straight  face  for  a\ 
reporter,  he  says:  "It  w  as  very  difficult; 
to  get  started.  I  worked  assiduously." 

Osmane  Aidi,  63  and  a  professor  of 
engineering,  was  plucked  by  Assad 
from  virtual  obscurity  to  run  Syria's 
major  chain  of  hotels,  Cham  Palaces 
&  Hotels.  "There  was  a  special  law  for 
me  that  allowed  me  to  create  my 
company,"  he  boasts.  He  owns  38% 
of  this  operation,  which  is  worth  an 
estimated  S700  million.  The  govern- 
ment has  25%,  and  the  rest  is  in  the 
hands  of  Syrian  investors. 

Aidi  is  specially  authorized  to  keep 
any  foreign  currency  his  hotels  bring 
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:s  1,  whereas  the  average  Syrian  risks  1 5 
ears  in  jail  for  possession  of  foreign 
Currency.  Aidi  wasn't  at  the  luncheon 
en  bv  the  head  of  the  Damascus 
c  "hamber  of  Commerce.  He  spends 
:  1  alt  of  his  time  now  in  Paris,  where  he 
"j  [scd  some  of  his  country's  sparse  hard 
A  urrency  to  buy  the  posh  Royal  Mon- 
dSCllleaii  hotel. 

In  1991  Assad  announced  that  he 

®  iad  been  converted  to  the  free-enter- 

■*  'rise   system.    He   would   allow  the 

r4  irivate  sector  a  bigger  role   in   the 

conomy  and  encourage  foreign  in- 

1  estment.  He  promulgated  a  new  law, 

5  >ermitting  business  people  to  keep 

,J|  '5%  of  the  foreign  currency  they  earn 

^  >n  exports,  and  gave  foreign  capital 

:t  n  up-to-seven-year  tax  break,  hoping 

'■'*■  o  persuade  his  business  friends  to 

'■'<■  >ring  some  of  their  capital  home. 

Law  10  had  a  peculiar  result.  Of  the 
-J  '00-odd  ventures  that  applied,  a  third 
:i)  vere  rental  car  companies.  Syrians 
!•'  Irive  around  in  old  cars  because  they 
c*  lave  to  wait  as  long  as  1 5  years  to  buy 
W  i  new  one  and  pay  a  300%  duty.  But 
•:  ental  cars  could  be  imported  freely 
7  ind  without  the  duty.  So,  instead  of 
Kf  mying,  many  Syrians  rent  cars;  it  is 
M  nuch  cheaper. 

Assad's  conversion  to  a  free  econo- 
fl  ny  is  highly  selective.  "The  ministers 
r  ire  talking  about  opening  up  gradual- 
ly y,"  savs  a  Svrian  computer  engineer 
-1  ,vho  was  educated   abroad   but  re- 
:   urned.  "But  it's  been  the  same  line 
'■<■  ror  years.  The  reforms  are  written  as 
exceptions  to  the  rule."  In  this  way,  of 
:  bourse,  Assad's  flunkies  can  grant  ex- 
■"■<  zeptions  to  whomever  they  choose 
i  ind  withhold  them  at  will. 
-'      Talk  to  a  native  Syrian  who  worked 
<  uith  a  foreign  multinational  corpora- 
tion in  Europe  and  came  back  to  set 
■  i  up  food-processing  factories  for  the 
company.  To  cut  through  red  tape, 
the  businessman  took  on  a  well-con- 
nected   Alawite    as    partner.    Syria's 
Minister  of  the  Economy  and  Foreign 
Trade,  Mohammad  Imady,  told  him, 
among  other  things,  that  Syria  would 
be  setting  up  private  banks.  But  pri- 
vate banks  have  not  materialized.  "I 
can  live  with  red  tape,  but  I  can't  live 
without  financial  institutions,"  savs 
the  businessman. 

But  Assad  cannot  truly  liberalize  his 
creaking  economy.  If  he  doesn't  re- 
form the  economy,  it  stagnates.  If  he 
does,  he  risks  loss  of  essential  patron 
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Storefront  in  a  poor  Damascus  neighborhood 

It's  getting  more  expensive  to  put  bread  on  the  table. 


age.  "He  is  afraid  it  could  be  like 
Russia,"  says  an  industrialist  who  de- 
mands anonymity.  "If  he  loosens  the 
reins  of  power,  he  thinks  he  could 
meet  Gorbachev's  fate." 

To  avoid  being  overthrown,  Assad 
pampers  his  military,  which  may  not 
be  much  of  a  fighting  force  but  is  his 
only  means  of  staying  in  power.  Al- 
though Syria  is  not  a  major  oil  pro- 
ducer, oil  is  its  biggest  source  of  for- 
eign exchange.  Most  of  this  goes  to 

This  dictator  is  playing 
his  final  card  in  what 
was  once  a  fairly  full  hand 
and  is  now  a  desperate 
one.  He  needs  Washington 
more  than  Washington 
needs  him. 


Assad's  military.  Syria's  wells,  situated 
in  the  northeastern  part  of  the  coun- 
try, produce  around  600,000  barrels  a 
day  of  low-  to  medium-grade  oil, 
which  generates  some  S2  billion  an- 
nually  and  has  helped  boost  Syria's 
GDP  by  7%  over  the  past  two  years,  to 
an  estimated  $10  billion.  But  none  of 
this  oil  money  has  trickled  down  to 
the  populace.  Oil  revenues  are  kept  on 
separate  books,  or  "presidential  ac- 
counts," and  the  part  that  doesn't  go 


to  the  military  probably  ends  up  in 
foreign  bank  accounts. 

As  he  plays  hard-to-get  with  Bill 
Clinton,  Hafez  Al -Assad  is  visibly  ner- 
vous. Since  last  summer  he  has  ousted 
some  of  his  closest  men:  the  head  of 
his  Republican  Guard,  his  special 
forces  commander,  and  the  head  of 
Syria's  intelligence  agency. 

Why  the  purge?  Reliable  gossip  says 
there  was  grumbling  among  Assad's 
top  stooges  about  his  pick  as  succes- 
sor. After  Basil  was  killed  last  year, 
Assad  dragged  his  28-year-old  son 
Bashar  back  from  England,  where  he 
was  studying  ophthalmology.  Unlike 
Basil,  Bashar  is  unlikely  material  for 
making  a  dictator.  A  reporter  spotted 
him  recently  dining  with  a  girlfriend 
at  a  glitzy  Damascus  restaurant  fre- 
quented bv  the  nouveaux  riches. 

Under  the  circumstances,  one 
would  think  Assad  would  be  courting 
Bill  Clinton,  not  the  other  way 
around.  He  clings  to  power  precari- 
ously. Assad  knows  all  this.  He  knows 
that  he  comes  from  the  minority 
Alawite  community  in  a  country  that 
is  75%  Sunni  Muslim.  A  French  resi- 
dent of  Damascus  says  flatly:  "They 
[the  majority  of  the  population]  don't 
believe  in  the  legitimacy  of  the  state." 

Yet  Washington  not  only  accepts 
Assad's  legitimacy  but  also  goes  out  of 
its  way  to  woo  him.  It  wants  his 
signature,  but  what  is  his  signature 
really  worth?  §■ 
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An  AS/400®  Advanced  Series  Solution 


Behind  Gary  Whiting's 

success  in  speeding  the  response 

time  of  Great  Western's  network 


a 


is  knowing: 

whose  system 

jamming  up 


and  a  timely  assist 

from  some  new  AS/400 

Advanced  Systems. 


He  was  the  first  to  see  that  AS/400 

Advanced  System  could  be  purchased 

for  less  than  the  depreciation 

expense  of  his  old  computers. 


For  MIS  Director  Gary  Whiting, 
the  perfect  network  is  built  around  two 
numbers:  a  high  one  for  network  satis- 
faction and  a  ton  one  for  network  cost. 

Both  were  challenged.  Rapid 
growth  of  his  consumer  finance  net- 
work uas  taking  response  time  to 
unacceptable  levels.  Administrative 
costs  were  rising. 

His  solution:  upgrading  to  AS/400 
Advanced  System,  using  AS/400  as  the 
backbone  of  his  distributed  processing 
configuration. 

The  result:1  Response  time  and 
transaction  time  on  the  network  im- 
proved from  five  seconds  to  under  a 
second.  Support  costs  fell. 

And  with  AS/400  Advanced  Series 
financing.  Whiting  could  configure 
his  system  for  less  than  the  depreciation 
cost  of  his  old  computers. 

Interested? 

To  see  how  others  are  using  AS/400 
Advanced  Series  at  99.7 percent  reliability. 
call  1  800  IBM-3333,  ext.  BA135.  Or,  if  ' 
on  the  Internet,  stop  by  our  Home  Page  at 
http://icww.aslOO.ibm.com 
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St.  Louis  beer  baron  August  Busch  III  may  be 
the  only  man  who  ever  whipped  Philip  Morris' 
mighty  marketing  machine  at  home.  But  if  the  taste 
for  Bud  isn't  exportable,  he's  in  trouble. 

Get  'em  before 
they  get  you 


i 


m& 


By  Seth  Lubove 

August  Busch  III,  the  fourth  gener- 
ation of  his  family  to  head  Anheuser- 
Busch  Cos.,  Inc.,  hunts  competitors 
the  way  he  stalked  the  deer  and  moose 
whose  heads  stare  mutely  from  the 
walls  of  his  rural  Missouri  ranch 
house.  "The  goal  is  dominance,'1  he 
says,  and  his  ice-blue  eyes  tell  you  he 
means  it.  This  is  as  fiercely  competi- 
tive a  chief  executive  as  you  will  find  in 
U.S.  industry. 

Busch,  then  38,  took  over  the  143- 
year-old  company  in  1975  by  unseat- 
ing his  playboy,  four-times-married 
dad,  August  (Gussie)  Busch  Jr.  When 
August  III — no  one  calls  him  bv  any- 
thing but  his  proper  name — took  the 
helm,  Anheuser-Busch  had  an  im- 
pressive 23%  of  the  U.S.  beer  market. 
But  for  August  Busch  that  was  just  a 
start;  in  20  years  August  III  has 
shoved  that  share  to  an  overwhelming 
45%  and  left  such  once  potent  com- 
petitors as  Schlitz,  Falstaff  and  Heile- 
man's  Old  Style  as  wasted  as  the 
trophies  on  his  wall.  The  year  he  took 
over,  the  company's  revenues  were 
$1 .6  billion;  last  year  the  brewer's  net 
profit  was  over  S 1  billion. 

Along  the  way,  Busch  brutally  re- 
pulsed an  attack  on  his  market  domi- 
nance by  Philip  Morris'  formidable 
marketing  machine.  After  taking  over 
Milwaukee's  Miller  Brewing  Co.  in 
1970,  the  Philip  Morns  marketers 
pushed  Miller  from  4.2%  of  the  U.S. 
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market  to  15.4%  in  1977.  Miller  out- 
Hanked  Anheuser-Busch  by  bringing 
out  Miller  Lite  in  an  appeal  to  young 
adults  and  to  people  who  were  watch- 
ing calories.  It  seemed  only  a  matter 
of  time  before  Miller  would  catch  up 
with  Anheuser-Busch. 

But  August,  Busch  III  counterat- 
tacked and  contained  Miller's  ad- 
vances. While  Miller  has  since  grown 
to  22.7%  of  the  U.S.  market,  it  has 
only  half  Anheuser-Busch's  share. 
Few,  if  any,  rivals  can  claim  to  have 
met  and  beaten  back  Philip  Morris. 
August  Busch  did  just  that. 

Miller's  early  success  was  based  on 
two  simple  principles:  saturation  ad- 
vertising and  segmented  marketing. 
Instead  of  a  single  marketing  cam- 
paign, Miller  launched  several,  each 
aimed  at  a  different  part  of  the  market: 
twentysomethings,  blacks,  Hispanics, 
jocks,  working  stiffs. 

Busch  turned  Miller's  own  tactic 
against  it.  To  counter  Miller  Lite,  he 
introduced  Natural  Light,  and  pro- 
ceeded to  overwhelm  the  Philip  Mor- 
ris marketers  with  huge  advertising 
outlays.  He  was  able  to  heavily  out- 
spend  Miller  in  advertising  and  pro- 
motion because  he  had  the  advantage 
of  a  much  bigger  sales  volume  to 
spread  the  costs  over.  In  Busch,  Philip 
Morris  met  its  match. 

Early  on,  Busch  took  away  one  of 
Philip  Morris'  traditional  marketing 


Anheuser-Busch's 
August  Busch  III 
with  a  hitch 
of  Budweiser 
Clydesdales 
"He's  got  to  win 
by  a  big  score, 
not  just  win," 
says  adviser 
Russell  Ackoff. 


weapons,  especially  potent  among  thi 
beer-drinking  crowd:  sponsorship  oi 
sporting  events.  Anheuser-Busch 
locked  up  the  advertising  time  foi 
such  events  as  football's  Super  Bowl 
and  the  Olympics,  and  continues  tc 
do  so  today. 

"We  are  at  war,"  Dennis  Long, 
then  president  of  the  company,  wrote 
in  an  in-house  newsletter  in  1978.  In 
war,  it  is  treason  to  traffic  with  the 
enemy.  Last  fall  Busch  fired  Budweis- 
er's  advertising  agency  of  69  years, 
D'Arcy  Masius   Benton   &   Bowles, 
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lifter  he  discovered  that  one  of  D'Ar- 
a  :y's  sister  agencies  was  buying  media 
cijfor  Miller. 

Like  most  wars,  this  one  is  fought  in 

,v  the  trenches.  Busch  pledged  S6.6  mil- 

n  lion  in  matching  incentive  pay  to  its 

distributors  to  persuade  them  to  grab 

more  retail  display  space  for  Bud  and 

i  its  sister  brews.  In  the  trade,  ''facings" 

In  are  the  number  of  products  that  face 

the    customer.    A    six-pack   of  beer 

counts  as  three  facings  when  placed 

lengthwise,  with  three  cans  facing  the 

customer,  but  only  two  when  placed 


widthwise.  Because  of  its  muscle  in 
the  market,  Anheuser-Busch  sales- 
people can  often  persuade  supermar- 
ket managers  to  place  its  products 
lengthwise,  while  putting  others' 
products  on  the  shelf  by  width.  Of 
such  small  but  relentless  gains  is  vic- 
tor}' won.  Few  other  mass  products 
command  as  large  a  share  of  the  U.S. 
consumer  market  as  Bud  does:  Coca- 
Cola  in  soft  drinks,  PepsiCo's  Frito- 
Lay  division  in  snack  foods  and  East- 
man Kodak  in  film  have  comparable 
or  larger  percentages. 
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But  don't  think  that  August  Busch 
is  about  to  relax.  He  does  enjoy  his 
1,000-acre  farm  outside  of  St.  Louis 
and  he  does  indulge  his  taste  for  living 
and  hunting,  but  these  are  pastimes; 
the  business  is  his  life.  There's  a  whole 
world  of  beer  drinkers  overseas,  may- 
be a  billion  of  them,  and  they  con- 
sume verv  little  Budweiser.  While  An- 
heuser-Busch outsells  Miller  more 
than  2-to- 1  at  home,  overseas  the  two 
are  much  closer.  For  August  Busch 
this  is  an  intolerable  situation.  Nor  is 
he  happy  watching  all  those  Europe- 
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August  Busch  IV.  vice  president  of  brand  management 
Trying  to  change  Bud's  image  as  "my  father's  beer." 


.ins  mu\  Asians  happily  quaffing  native 
brews  when  they  could  be  consuming 
Bud.  So  hc\  our  to  change  this — 
systematically. 

"]  have  to  win,"  admits  the  rarely 
interviewed  Busch,  pounding  his 
hand  on  the  table.  Bang!  "This  com 
pany  is  a  winner,  .md  I'm  going  to 
continue  that  track  record."  Bang! 
Russell  Ackoff,  a  professor  emeritus  of 
management  at  Wharton  and  m\  ad- 
viser and  confidant  of  the  Anheuser- 
Busch  chief  executive,  tells  Forbes: 
"He's  got  to  win  by  a  big  score,  not 
just  win."  Charles  (Chuck)  Knight, 
chief  executive  of  Emerson  Electric,  is 
a  Busch  director.  "[August]  is  the 
most  involved  guy  you'd  ever  want  to 
meet,"  says  Knight,  himself  a  hard 
driving  man.  "Tl  e's  no  detail  he 
won't  get  the  answei  to." 

August  [IPs  late  L  her  rarely  let 
business  interfere  with  pleasure.  He 
loved  the  limelight.  Gussie  would  trot 
around  St.  Louis'  Busch  Stadium  in  a 


beer  wagon  pulled  by  a  hitch  of  his 
beloved  Clydesdales,  with  fans  cheer- 
ing .md  the  Budweiser  theme  song 
booming  over  the  loudspeakers.  The 
son  wouldn't  be  caught  dead  ham- 
ming it  up.  Ackoff  recalls  traveling 
with  Busch  on  the  company  yacht,  the 
A  &  Eagle.  In  port,  Busch  covered  the 
name  and  logo  with  canvas  so  as  not 
to  attract  attention. 

August  Ill's  most  visible  indul- 
gence is  the  helicopter  he  pilots  the  50 
miles  between  his  farm  and  the  office. 
He  uses  it,  though,  mainly  to  beat 
traffic  and  get  to  work  before  7  a.m. 
Visitors  to  his  farm  know  the  fun  will 

There's  a  whole  world 
of  beer  drinkers  overseas, 
maybe  a  billion  of  them,  but 
they  consume  very  little 
Budweiser. 


be  ewer  before  8:30  p.m.,  when  Busch 
turns  in. 

His  dad  controlled  the  company  by 
virtue  of  large  stockholdings:  13%  of 
the  stock.  August  III  owns  barely 
0.6%,  the  rest  having  been  distributed 
among  the  four-times  married  Gus- 
sie's  wives  and  ten  other  children. 
Where  his  father  ruled  through  inher- 
itance, August  III  rules  by  force  of 
character  and  sheer  ability.  Which 
perhaps  in  good  part  explains  his  ex- 
traordinary drive. 

He  is  determined  to  make  Bud- 
weiser as  common  a  global  brand  as 
Coke  and  Marlboro  and  Gillette  and 
Disney  are.  At  the  moment  this 
sounds  highly  unlikely.  International 
sales  account  for  less  than  5%  of  An- 
heuser-Busch's  revenues  and  profits, 
and  abroad  it  faces  competitors  as  well 
entrenched  as  Anheuser-Busch  is  in 
the  U.S.  "Internationally,  the  game  is 
wide  open,11  says  John  (Jack)  Mac- 
Donough,    chief  executive    of  the 
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jillcr  Brewing  Co.  division  of  Philip 

lorris. 

I  Busch  accepts  the  challenge.   He 

|s  no  choice.  Riffling  through  a  stack 

papers,  a  distant  view  of  the  St. 
huis  skyline  behind  him,  Busch  pro- 
Lces  a  graph.  It  shows  a  steady  de- 
Ine  in  per  capita  alcohol  consump- 
j)n  in  the  U.S.  since  1981.  Other 
laphs  show  a  huge  falloff  since  the 
>70s  in  voung  adult  drinkers,  nor- 
lally  the  heaviest  beer  consumers. 
While  Americans  are  drinking  less, 
hvly  affluent  consumers  elsewhere 

drinking  more.  Asian  and  Latin 

lerican  beer  markets  are  growing  as 

|uch  as  1 5%  a  year.  China  is  expected 

surpass  the  U.S.  as  the  world's 
rgest  beer-consuming  nation  by 
)00 — a  quaff  here  and  a  quaff  there 
►on  mount  up  in  a  nation  of  1.2 
lllion.  The  159  million  Brazilians 
pink  only  40  liters  of  beer  per  capita, 
Miipared  with  90  in  the  U.S.,  but 


they  are  learning.  These  are  countries 
with  lots  of  young  people  with  rising 
incomes  and  a  taste  for  things  Ameri- 
can. If  Coke  is  their  soft  drink,  blue 
jeans  their  uniform,  rock  music  their 
anthem,  why  can't  Bud — with  its 
characteristic  light  taste — be  their  tip- 
ple of  choice,  replacing  those  heavier 
beers  their  fathers  favor? 

Busch  cannot  simply  bulldoze  its 
way  into  foreign  markets.  Domesti- 
cally Anheuser-BusclTs  sheer  volume 
is  a  tremendous  asset.  As  the  largest 
brewer  by  far,  Anheuser-Busch  can 
outadvertise  its  rivals  and  still  spend 
less  per  barrel  than  they  do.  Busch 
notes  that  Anheuser-BusclTs  operat- 
ing margins  are  2.1  times  Miller's, 
slightly  more  than  its  market  share 
advantage  over  Miller.  On  Anheuser- 
Busch's  sales  base  of  S12  billion,  that 
small  difference  works  out  to  a  stun- 
ning SI. 5  billion  more  in  operating 
profit — Anheuser-Busch's  is  $1 .9  bil- 


lion, Miller's  just  S415  million. 

Overseas  Budweiser  has  no  such 
advantage.  In  much  of  Europe,  An- 
heuser-Busch doesn't  even  own  the 
Budweiser  name.  The  name  was  de- 
rived from  the  town  ofCeske  Budejo- 
vice,  now  in  the  Czech  Republic,  but 
long  known  as  Budweis.  August 
Busch's  great-grandfather  Adolphus 
appropriated  the  name  for  his  St. 
Louis  beer  in  1876,  and,  despite 
truces,  a  trademark  dispute  has  waged 
nearly  ever  since.  Anheuser-Busch  re- 
cently shelved  its  attempt  to  purchase 
a  portion  of  the  Czech  brewery  and 
for  now  promotes  its  beer  simply  as 
"Bud"  in  the  countries  where  it  can't 
sell  Budweiser. 

That's  just  one  of  the  hurdles  Busch 
must  overcome  as  he  moves  out  of  the 
U.S.  Holland's  Heineken,  the  largest 
brewer  overseas,  has  operated  inter- 
nationally for  decades.  Belgium's  In- 
terbrew    recently    acquired    Labatt, 


lliller's  time 

/hhn  John  (Jack)  Mac- 
•onough  left  a  fast-track 
>b  at  Anheuser-Busch  in 
992  to  run  archrival  Miller 
rewing  Co.,  August 
usch  III  summoned  him. 
Is  there  anything  we  can 
o  to  get  you  to  stay?" 
usch  asked.  "Adopt 
le,"  MacDonough  shot 
ack,  according  to  a  tale 
i>ld  in  brewing  circles. 
MacDonough  seems 
etermined  to  make  Au- 
ust  Busch  pay  dearly  for 
utting  his  son  ahead  of 
im  on  the  track  to  run 
he  company  one  day.  Since 
ecoming  chief  executive 
f  the  Philip  Morris  unit, 
MacDonough  has  in- 
reased  sales  nearly  8%,  to 
4.3  billion,  slightly  edg- 
ng  Anheuser's  beer  sales 
rowth  of  7.2%  and  end- 
ng  several  years  of  relative- 
s' flat  sales  at  Miller.  He 
las  done  even  better  on  im- 
>roving  profits.  Miller's 
)perating  income  has  in- 
reased  60%,  compared 
vith  Anheuser-Busch's 
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beer-related  income 
growth  of  8. 5%. 

MacDonough  has  fo- 
cused on  improving  Mil- 
ler's sales  and  distribu- 
tion, with  personal  contact 
and  financial  sweeteners. 
He  also  reorganized  and  re- 
duced the  regional  sales 
groups  from  23  to  18,  and 
thrust  more  decision 
making  on  the  remaining 
offices.  Each  is  now  a 
profit-and-loss  center,  re- 
sponsible for  local  mar- 
keting. Decisions  on  raising 
or  lowering  local  prices 
are  now  made  in  less  than 
two  days,  compared  with 
two  to  eight  weeks  before. 
When  Anheuser-Busch 
recently  introduced  a  30- 
pack  of  12 -ounce  cans  in 
the  East,  Miller  responded 
quickly  with  its  own  30- 
pack,  even  beating  An- 
heuser-Busch to  some 
stores. 

"In  the  old  days," 
says  Miller's  vice  president 
of  sales,  Chris  Moore, 
"a  field  person  could  have 
provided  the  informa- 
tion [about  the  new  pack- 


Miller  Brewing's 
John  (Jack) 
MacDonough 
Checking  the 
advance  of  the 
"King  of  Beers" 
outside  the  U.S. 


aging]  and  [said]  we 
should  do  it  [too],  and 
gone  through  hell  try- 
ing to  get  it  done." 

Miller  introduced  16 
new  brands  last  year,  to  An- 
heuser-Busch's 7,  selling 
1  million  barrels  of  its  new 
Red  Dog  brew  between 
its  national  introduction  in 
Februarv  and  April.  That 
handily  beats  the  600,000 
to  700,000  barrels  An- 
heuser-Busch expects  to 


sell  all  vear  of  its  similar 
Red  Wolf  brand. 

Abroad,  Miller  is  giv- 
ing Bud  an  even  tougher 
time.  Both  compete  in 
many  of  the  same  countries, 
each  earning  about  $50 
million  in  international  op- 
erating profits. 

August  Busch  may 
have  whipped  Miller  once, 
but  those  fellows  at  Philip 
Morris  just  won't  stay 
whipped.  -S.L.  MB 
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Drinking  Budweiser  in  London 

Younger  pub  drinkers  in  the  U.K.  are  coming  around  to  lighter  lagers  like  Bud. 


Canada's  second-largest  brewer.  Fos- 
ter's Brewing  Group  (FORBES,  Feb. 
15,  1993)  ranks  first  in  Australia  and 
Canada  and  second  in  the  U.K.  It, 
too,  has  global  ambitions,  as  do  Philip 
Morris  and  even  Pabst,  which  is  the 
bestselling  American  beer  in  Hong 
Kong.  No,  a  frontal  assault  against  the 
likes  of  these  won't  do.  So  Busch  is 
infiltrating. 

To  get  its  name  before  the  foreign 
public,  Anheuser-Busch  exports  or 
licenses  its  Budweiser  brand  and  reci- 
pe to  foreign  brewers  in  such  coun- 
tries as  India,  Italy,  Korea  and  Ireland, 
which  also  distribute  and  in  many 
cases  market  it.  Courage  Ltd.  brews 
for  Anheuser-Busch  (and  Miller)  in 
England,  while  I.abatt  brews  Bud  in 
Canada.  If  these  seem  like  tentative, 
timid  steps,  they  do  get  Anheuser- 
Busch's  foot  in  many  doors  simulta- 
neously at  modest  cost. 

Anheuser-Busch  is  also  taking  mi- 
nority positions  in  foreign  brewers, 
typically  the  number  one  or  two 
brewer  in  a  country.  In  Mexico,  An- 
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heuscr- Busch  exports  beer  from  its 
Houston  brewen'  across  the  border 
but  also  has  a  17.7%  stake  in  Grupo 
Modelo,  Mexico's  largest  brewer, 
which  brews  Corona  beer;  Anheuser- 
Busch  has  an  option  to  acquire  up  to 
50%  of  the  company. 

Make  no  mistake:  These  seemingly 
timid  moves  are  just  a  first  step.  Take 
China.  August  Busch  wants  to  be 
China's  number  one  or  two  brewer 
within  ten  years.  It  started  with  only  a 
5%  investment  in  Tsingtao,  one  of  the 
country's  few  well-known  brands. 
Next  step  was  to  acquire  80%  of  a  five- 
year-old,  425,000-barrel  German- 
designed  brewery  in  the  city  of  Wu- 
han, which   now    brews   Budweiser. 

"Internationally,  the 
game  is  wide  open,"  says 
John  (Jack)  MacDonough, 
chief  executive  of 
Miller  Brewing. 


iusct 

r'ss 

ilti 

hiu 


Step  by  step  the  company  will  expanc1' 
these  bridgeheads. 

Cautious?  Yes.  Timid?  No. 

You  learn  as  you  go.  The  compani 
nixed  using  the  familiar  ClydesdaMp? 
horses  in  Britain,  where  draft  horse 
are  considered  common.  The  Irish^ 
however,  like  the  horses.  In  Canada 
people    confused    Anheuser-Busch1: 
lighter-tasting  lager  beer  with  low- 
alcohol  beer,  so  Anheuser-Busch  pul 
the  alcohol  content  on  the  label.  Thc^ 
English  drank  Budweiser  warm  until 
the    company    installed     Budweisei 
coolers  in  pubs. 

"It  took  us  a  while  to  learn,"  sighs 
John  (Jack)  Purnell,  chief  executive  oil  ^ 
Anheuser-Busch  International  and("B 
the  architect  of  its  foreign  strategy. 

Busch  figures  he  has  something  «»'; 
powerful  going  for  him  overseas:'™? 
Younger  pub  drinkers  in  the  United  pill 
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Kingdom    are    coming    around 
lighter  bottled  lagers  in  growing  pref-  ! 
erence    to    the    fuller-bodied    local  con 
brews.  Budweiser  still  has  just  1.5%  of  tai 
the  total  U.K.  beer  market,  but  it  sells  J"' 
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a  premium  price:  S3  a  bottle  in  a 
ib  and  S 1 .50  at  the  store,  60%  more 
an  other  brews.  It  leads  in  the  bot- 
d  premium  beer  market,  well  ahead 
Beck's  and  Holsten. 
Riding  the  fad  tor  things  American, 
peciallyTV,  Busch  advertises  heavily 
i  CNN,  ESPN  and  MTV,  using  such 
>ns  as  blues  musicians  and  the  space 
uttle. 

Don't  conclude  that  all  is  quiet  on 
e  American  beer  front.  It  is  not.  In 
lecking  Miller's  advance,  Busch  de- 
cided heavily  on  Bud  Light,  which 

is   23%   fewer  calories   than    Bud- 

eiser.  But  while  taking  chunks  out  of 
e  hide  of  Miller's  Lite  brand,  Bud 

.ght  has  also  cannibalized  Budweiser 

self.    Shipments   of  the    "King   of 
ers"  fell  from  50  million  barrels  in 

?88  to  under  42  million 
rrels  last  year,  while  Bud 

ight   was   growing   from 

6  million  barrels  to  15.8 

illion  barrels.  Were  it  not 

r  the  gains  in  Bud  Light, 

nheuser-Busch's  margins 

ould  be  under  heavy  pres- 

re.   The   companv  must 

two    bottles    of  low- 

riced  brands  such  as  Busch 

nd  Busch  Light  to  match 

le  profits  on  one  bottle  of 

ud    or    Bud    Light.    So 
J  aisch  has  to  stem  Budweis- 

r's  slide  or  make  up  the 

ifference  with  other  pre- 

"lium  brands  to  maintain 
■j  nargins. 

With  Miller  once  again 

ressing  hard    (see  box,  p.      H^^B 

'ij,  and  with  smaller  brew- 

rs  seeking  desperately  to  survive,  all  in 
market  w  ithout  growth,  price  wars 

re  inevitable.  In  California  you  could 
decently  buy  a  1 2  -pack  ofPabst  at  Vons 

upermarkets  for  SI. 49  after  rebates, 

ompared  with  S5.49  for  Bud  after  a 

>0-cent  discount.  Despite  a  series  of 
j  lew   slogans  and  commercials,  polls 

how  that  younger  quaffers  still  think 

)f  Bud  as  "my  father's  beer." 
So  August  Busch  is  facing  what  he 

ilw  ays  felt  to  be  true:  No  matter  how 

■>ig  and  smart  you  are,  if  you  stand 

till,  they'll  roll  right  over  you. 
To  make  sure  his  own  son  learns 

his,  Busch  has  handed  him  the  job  of 

:on\  erring  his  own  age  group  to  Bud. 

\ugust  Busch  IV  is  31  and  known 

iround     the     company     as     "The 
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Fourth."  The  Fourth  resembles  his 
father  physically,  right  down  to  the 
cowboy  boots,  but  there's  no  question 
who  is  in  charge:  The  son  refers  to  his 
father  as  "boss,"  "chief"  or  "sir." 

Like  his  dad,  the  Fourth  had  a  wild 
vouth.  He  was  invoked,  some  years 
ago,  in  a  Ted  Kennedy-like  episode  in 
which  he  left  the  scene  of  an  Arizona 
car  accident  in  which  his  young  fe- 
male friend  died,  though  Busch  was 
never  convicted  of  any  crime. 

Last  year  August  Busch  promoted 
his  son  to  vice  president  of  brand 
management.  Apparently  his  dad  fig- 
ures that  handing  him  a  tough  job  will 
make  him  mature  fast.  It  seems  to  be 
working.  The  younger  Busch  has 
made  a  clean  break  with  the  past  by 
dropping  what  he  calls  "oompah  mu- 
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New  brewery  in  Cartersville.  Ga. 

August  Busch's  latest  cost  advantage  over  Miller. 


sic"  commercials.  In  their  place  are 
croaking  frogs  and  partying  ants,  set 
to  the  beat  of  retro-hip  1970s  disco 
tunes.  An  Advertising  Age  columnist 
said  the  commercials  were  a  "magnifi- 
cent start  in  cultivating  youth."  Dad 
admits  to  being  perplexed.  "I  would 
have  said  they're  [the  commercials] 
crazy.  That's  why  I'm  not  down  there 
calling  the  shots." 

But  August  II I  is  still  calling  the  big 
shots.  At  home  he  is  spending  heavily 
to  take  more  costs  out  of  brewing 
operations  and  thus  further  strength- 
en the  company's  advantages  over 
Miller.  In  the  rural  hamlet  of  Carters- 
ville, Ga.  he  spent  S570  million  to 
construct  Anheuser- Busch's  newest 
and  most  modern  brewerv.  The  brew- 


ery can  produce  7  million  barrels  a 
year,  using  just  500  workers.  The 
company's  older  breweries  require 
twice  as  many  workers  to  produce  a 
similar  volume. 

The  Busches  are  not  ignoring  the 
threat  from  the  microbrews,  those 
small-production  local  brands  with 
premium  prices  and  more  taste  than 
Bud.  These  have  only  1.5%  of  the  total 
market,  but  they've  gotten  Busch's 
attention.  In  Texas  recently  an  An- 
heuser-Busch distributor  complained 
he  didn't  have  anything  to  compete 
against  a  hearty  bock  beer  being  made 
in  Austin.  Within  30  days,  Anheuser- 
Busch's  brewery  in  Houston  was 
shipping  something  called  Ziegen- 
Bock  Amber,  identifying  it  as  an  An- 
heuser-Busch product  only  in  the  fine 
print. 

"We'll  be  as  local  in  the 
marketplace  as  we  have  to 
be  to  compete,"  August  III 
says.  To  compete  with  the 
microbrcwers  on  a  national 
scale,  Anheuser-Busch  last 
year  acquired  a  25%  stake  in 
Seattle  microbrewer  Red- 
hook  Ale  Brewery. 

Here's  how  merciless  a 
competitor  August  III  is. 
Tinv  microbrewer  Boston 
Beer      Co.      sells      about 
700,000  barrels  a  year  of  its 
Samuel  Adams  brand — less 
beer  than,  as  its  ads  pro- 
claim,   "the    big    brewers 
spill."  Samuel  Adams  gets 
some  of  its  taste  from  a 
special  kind  of  hops  grown 
on   400   acres  in    Bavaria. 
Busch  tried  recently  to  buy  the  hops 
right  from  under  Boston  Beer's  nose, 
according  to  Boston  Beer.  He  didn't 
get  it — but  not  for  want  of  trying. 
Busch  denies  the  incident. 

At  a  shrimp-steak-and-beer  barbe- 
cue at  his  farm  recently,  August  Busch 
entertained  his  listeners  with  an  ac- 
count of  shooting  an  Alaskan  bear  in 
the  head,  describing  in  gory  detail 
how  the  bullet  entered  the  bear's  neck 
and  tore  out  a  hole  above  ti 
ear.  The  resulting  bears1 
later  removed  by  the  m 
Mrs.  Busch,  but  in  t 
August  Busch  lea\  es  littl 
he  regards  his  c 

American  or f"  frerent 

from  that  r  ■ 
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Advertisement 


Anyone  who  believes  that 
craftsmanship  is  dead  in 
America  hasn't  witnessed 
the  new  entrepreneurial  revolution 
and  its  most  recent  conscripts.  Take 
John  Yates,  for  example,  president  of 
John  K.  Yates,  Inc.,  a  firm  that  designs 
and  manages  the  construction  and 
renovation  of  custom  homes  in 
Connecticut  and  New  York's  posh 
Westchester  County. 

Like  craftsmen  of  centuries  ago, 
Yates  works  from  his  home  creating 
products  of  such  quality  that  each 
one  carries  his  name  as  a  "Yates 
Home."  He  gives  each  one  the  indi- 
vidual attention  it  requires  to  meet 
the  exacting  standards  of  an  affluent 
and  sophisticated  clientele. 

Yates  is  helped  along  the  way  by 
his  1991  Ford  Explorer  Eddie  Bauer 
Edition.  It's  perfectly  suited  to  his  role 
as  part  entrepreneur,  part  craftsman. 

An  Office  on  the  Road 

"In  this  business,  you  have  to  be 
professional  —  the  Explorer  conveys 
that  image,"  says  Yates.  "Clients 
love  to  climb  in  my  Ford  Explorer 
and  slop  through  muddy  sites  to 
view  construction.  And  while  for  me 
it's  strictly  shirtsleeves  and  jeans, 
my  clients  may  be  in  a  suit  and  tie. 
My  Explorer  is  much  more  appropri- 
ate than  a  pickup  truck." 

Schooled  in  art  and  photography, 
Yates  learned  about  construction 
working  as  a  carpenter  for  his  father, 
a  builder  in  his  own  right.  Ten  years 
ago,  Yates  started  experimenting 
with  computer-aided  drafting,  well 
before  other  designers  and  builders. 

"The  technology  provides  so  much 
creativity,"  says  Yates.  "With  it,  you 
can  quickly  change  options  and  test 
ideas,  honing  the  product 
to  your  customer's 
needs.  It  makes  you 
much  more  of  a  crafts- 
man, not  just  a  builder. 

Yates  bought  his 
Explorer  out  of  a  defi- 
nite need  to  mix  business 


Breakin 

New 
Trails 


Profiles  of  America's 
Entrepreneurs 

Brought  To  You  By  The  Ford  Explorer 


John  K.  Yates 

President,  John  K.  Yates,  Inc. 


with  pleasure.  "Sure,  I  have| 
haul  building  materials  ever)! 
in  awhile,"  he  says.  "But  I  cj 
more  paperwork  than  power 
what  with  all  the  blueprints  ;  I 
survey  reports  that  go  into  mj 
of  my  jobs."  So  in  the  back  <| 
Explorer,  Yates  carries  small, 
tic  filing  cabinets  with  infonrl 
on  all  his  jobs.  Yates  says,  "f 
like  having  an  office  with  me  | 
the  road." 

At  the  same  time,  the  Explor 
expansive  interior  space  is  a  bi>] 
help  at  home:  "We're  always 
moving  something  for  my  two 
—  bikes  or  athletic  equipment, 
camping  gear  or  skis." 

The  New  Breed  of 
American  Craftsman 

By  building  some  37  custom 
homes  and  managing  countless  i| 
vations,  Yates  has  built  a  strong 
reputation  in  his  market.  So  muc< 
so,  that  big  companies  have  tried! 
lure  him  with  job  offers.  But  in  ll 
independence  is  what  it's  all  abot| 
"It's  difficult  to  give  up  the  fn 
dom  at  this  point.  As  my  own  tj 
I  can  call  the  shots  and  I  don't  1 
to  compromise  quality.  I  also  ha 
subcontractors  who  depend  on  rj 
some  of  whom  have  been  with  r  I 
for  20  years.  It's  a  true  relations 
They  know  I  am  in  this  for  the  li 
haul,  so  they  service  and  stand 
behind  their  work  no  matter  wfu 

That  kind  of  dependability  is 
another  reason  why  Yates  invest 
in  a  Ford  Explorer:  "It  was  a  gre 
value,"  he  says.   "I  was  confiden 
at  the  time  that  it  would  wear  v 
and  stand  up  to  double  duty 
the  job  and  at  home.  I  hav 
been  disappointed.  The 
Explorer  fits  me,  and  I  fit 
Explorer."  There  couldn 
be  a  better  vehicle  for 
custom  builder  John  Yate 
the  new  breed  of 
American 
craftsman. 
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See  How  The  Other  Three  Quarters  Lives. 

The  New  Ford  Explorer.  Proud  Sponsor  Of  Ocean  Planet. 
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ED  TED  BY  JOSHUA  LEVINE 


With  its  characteristic  tailored  look  under  siege 
in  the  U.S.,  Brioni  fights  back.  In  the  next  movie, 
James  Bond  will  be  wearing  its  duds. 

A  stitch  in  time 


On  a  factory  floor  in  the  craggy 
hilltop  town  ofPenne,  deep  in  Italy's 
Abruzzi  region,  750  tailors  are  hand- 
sewing  Brioni  suits,  the  most  expen- 
sive ($2,500  to  $5,000)  off-the-rack 
suits  in  the  world.  The  only  conces- 
sions to  modern  technology  are  a  few 
rows  of  rickety  sewing  machines  for 
jobs  like  stitching  inner  linings,  where 
the  benefits  of  simple  needle  and 
thread  are  negligible.  "Facciamo 
un  nbito  con  Vanimn,"  says  Lucio 
Marcotullio,  Brioni  Roman  Style 
SpA's  chief  administrative  director. 
("We  make  a  suit  with  soul.") 


Hollywood  swells  like  Clark  Gable 
and  Henry  Fonda  draped  themselves 
in  Brioni  power  suits  ever  since  Na- 
zareno  Fonticoli,  a  gifted  tailor  from 
Penne,  and  Gaetano  Savini,  a  well- 
connected  Roman  socialite,  opened 
their  first  shop  in  1945  and  named  it 
for  a  resort  island  in  the  Adriatic 
where  the  rich  and  famous  played 
polo  and  golf. 

Nelson  Mandela  celebrated  the 
first  anniversary  of  his  election  in  a 
light  gray  Brioni  worsted  suit.  Prince 
Jefri  Bolkiah  of  Brunei,  Brioni's 
most    conspicuous    consumer,    bins 


inoni-suited  Pierce  Brosnan  as  the  new  James  Bond 
The  tailor  beat  out  Armani,  Hugo  Boss  and  Zegna  for  the  honor. 


50  suits  and  jackets  every  month 
London.  No  one  can  possibly  wc 
so  many  suits,  of  course,  but  it  dc 
make    for    bulging   closets — sort 
the  male  equivalent  of  Imelda  Mi 
cos'  shoe-buying. 

Yet  although  Brioni's  sales  last  ye 
were  up  20%,  to  $46  million,  there  a 
furrowed  brows  over  its  future  in  tl 
U.$.  In  this  all-important  market  tl 
trend  is  away  from  the  tailored  lo< 
that  distinguishes  Brioni  to  a  mo 
casual  "forgiving"  look  (FORBE 
Dec.  5,  1994).  The  U.S.  is  Brioni 
biggest  market,  where  it  sold  15,0C  \ 
of  its  60,000  suits  last  year,  throug  (p 
stores  like  Neiman  Marcus,  Saks  Fift 
Avenue  and  Barneys. 

Lest  it   be  overwhelmed   by  th    Ip 
trend,  Brioni,  which  never  advertise 
for  its  first  47  years,  has  begun 
discreet  marketing  campaign  in  gloss 
publications.    Its   biggest   marketin 
splash  will  come  this  fall,  when  th 
new    James  Bond  movie,  Goldcneyt 
opens.  Brioni  won  the  right  to  suit  th 
obsessively  impeccable  Bond,  plays 
in  this  version  by  Irish  actor  Pierc 
Brosnan.  Tens  of  millions  of  peopF 
will  see  that  flick — and  not  a  few  o 
them  will  want  to  dress  like  Brosnan 

Fancy  suitmakers  like  Hugo  Boss 
Ermenegildo  Zegna  and,  most  ener 
getically,  Giorgio  Armani,  all  be. 
sieged  the  film's  costume  designer 
Lindy  Hemming. 

Armani  wined  and  dined  Bros 
nan — and  reportedly  enlisted  Arnolc 
Schwarzenegger  to  persuade  Brosnan 
to  don  Armani  duds.  Hemming 
picked  Brioni  after  reading  an  article 
about  its  history  of  famous  clients  in 
the  London  Weekend  supplement  of 
the  Daily  Telegraph. 

Brioni  paid  nothing  for  the  privi- 
lege, but  it  did  provide  50  free  suits' 
for  the  film— worth  about  $150,000 
wholesalers  a  follow-up  to  the  mov 
ie,  Brioni  will  probably  hire  BrosnaiT 
to  make  promotional  appearances. 
Brioni  also  has  mi  option  on  the  next 
two  Bond  movies. 

As  the  movies  spread  the  Brioni 
gospel,  the  customers  will  soon  have  a 
choice  of  more  than  suits  from  the 
distinguished  outfit.  Brioni  has  also 
been  diversifying,  buying  an  Italian 
shirtmaker,  a  manufacturer  of  velvet 
smoking  jackets,  a  tie  manufacturer,  a; 
maker  of  leather  coats  and,  this  fall,  a 
knitwear  manufacturer.         -J.L.  Hi 
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American  General.  We  Provide 

Ijetirement  Annuities,  Consumer  Loans, 

jfe  Insurance  And  Shareholder  Value. 


®  American  General  Corporation, 
headquartered  in  Houston,  is  one  of  the 
nation's  largest,  most  successful  con- 
sumer financial  services  organizations. 
We're  a  leading  provider  of  retirement 
annuities,  consumer  loans,  and  life 
insurance.  0  Founded  in  1926,  we  help 
8  million  families  meet  their  financial 
security  needs.  Financial  security  is  also 
important  to  another  group.  Our  share- 
holders. $$  In  fact,  building  shareholder 
value  is  one  of  our  guiding  principles. 
Q  Our  record  speaks  for  itself: 


annualized  total  return  to  shareholders 
of  21%  over  the  last  20  years . . .  increased 
dividends  each  year  during  the  same 
period... and  more  recently,  earnings 
have  doubled  over  the  last  five  years. 
®  Today,  American  General  has  assets 
of  $56  billion  and  shareholders'  equity 
of  $4.5  billion.  Financial  strength 
has  its  rewards,  as  does  our  commit- 
ment to  our  customers  and  our  share- 
holders. 4$  To  learn  more  about  American 
General  (NYSE:  AGC),  please  contact 
Investor  Relations  at  (800)  AGC-1111. 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  insurance  And  Shareholder  Value. 
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Meet  the  young  American  who  has  brought  pigs' 
testicles  and  naked  housecleaners  to  European  TV. 
What  will  happen  when  he  hits  the  American  screen? 

Bad  taste, 
with  a  twist 


By  Richard  C.  Morais 

London's  Sun  tabloid  calls  it  "the 
rudest  telly  show  ever,"  but  Eurotrash 
is  one  of  the  highest- rated  shows  on 
Channel  Four  in  Britain,  watched  ev- 
ery Friday  night  at  1 1  p.m.  by  some  3 
million  Brits.  Eurotrash  is  aptly 
named.  Its  French  hosts,  Jean-Paul 


Gaultier  and  Antoine  De  Caunes, 
treat  viewers  to  such  items  as  a  Berlin 
cleaning  agency  that  for  $50  an  hour 
will  have  naked  men  clean  your  house, 
a  sado-masochistic  restaurant  that 
serves  burned  pig  testicles  in  maple 
syrup,  and  Swedish  TV's  on-air  enema 


Rapido  TV's  Peter  Stuart,  producer  of  "Eurotrash" 

Is  this  a  young  man  who  deserves  to  have  his  ears  boxed? 
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competition. 

Bad  taste?  A  Tory  MP  recently  s;  \ 
the  producer  deserved  to  have  I 
"ears  boxed."  But  the  MP  was  missi 
the  point:  Eurotrash  makes  fascin 
ing  TV  because  it  exposes  Europe  vM 
fetid  culture  flourishing  amidst  ElGtaK 
rope's  cultural  pretensions. 

It  took  an  American  to  do  it.  Eur  Kii: 
trash  is  produced  by  Peter  Stuart.  ^ai 
35-year-old  New  York-born,  Los  A  5VCl 
geles-bred  TV  talent.  Stuart  works  f  I P  ^ 
London-based,  $5.2  million  (rev(WP 
nues)  Rapido  TV,  50%-owned  \'m} 
Richard  Branson's  Virgin  Commur  M 
cations  Ltd.,  50%-owned  by  Stua  W 
and  three  partners. 

"The  lifeblood  of  TV  is  ideas,"  sa  mr 
Channel  Four  executive  David  St  m 
venson,  and  Stuart  has  them.  "Rap  W" 
do's  not  big  in  terms  of  turnover,  bi  x  ! 
they've  done  a  lot  to  shape  TV  cultun m 
here." 

Amusingly,  it  was  the  French  cu 
ture  czars  with  their  dislike  of  thinj 
American  who  gave  Stuart  his  bi »■ 
break.  The  czars  restricted  thva 
amount  of  U.S.  TV  that  could  appe; 
on  French  screens,  and  much  of  th 
French  stuff  was  boring.  Tim  New 
man — French  despite  his  name — wz 
a  Paris  TV  executive  who  was  looking 
for  lively  fare. 

Stuart  had  directed  some  200  se 
ments  of  a  show  produced  by  hi 
father,  the  legendary  TV  produce 
Mel  Stuart.  Among  other  things,  Pe 
ter  did  pieces  on  the  world's  longes  n! 
hot  dog  and  goldfish  cancer  surgery 
In  1985  the  25-year-old  Stuart  fol 
lowed  his  wife  to  France  when  shj™1 
was  transferred  to  the  Paris  bureau  aa& 
Women 's  Wear  Daily.  That's  when  h«p 
met  Newman.  "You're  an  Ameri  [»n 
can,"  exclaimed  the  manic  NewmaniP 
"You  must  have  ideas  for  televisior«c 
shows."  jF 

Stuart  pitched  his  ideas  to  New  -  fed 
man,  sitting  in  a  garage  while  New- PR 
man's  car  was  being  repaired.  "I  likec 
his  approach  to  TV,"  says  Newman.  He 
"French  TV  is  slow,  egocentric,  bor-  fta 
ing.  Americans  have  rhythm." 

Newman  backed  Stuart's  idea  for  a 
TV  show  modeled  on  Rolling  Stone  ^ 
magazine.  They  called  it  Rapido,  and 
featured  the  irreverent,  fast-talking 
Antoine  De  Caunes  introducing  well- 
produced  segments  on  rock  culture. 
Stuart  directed  and  wrote  scripts  in 
English,  which  were  then  translated. 
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France  changed  Stuart's  idea  of 
tlvsliat  television  ought  to  be.  "In 
ive  I  nerica,  the  standard  approach  to 
nisi  lebrities  is  Entertainment  To- 
s^'ght,"  says  Stuart.  "Flaccid,  smiling, 
p  g  hair  approach.  All  celebrities  are 
;ated  equally.  In  France,  however,  I 
et  journalists  who  had  opinions  and 
Eiieren't  afraid  to  say  them  on  the  air." 
iiatj  decade  ago  Stuart's  French  report - 
osAi  s  were  telling  Mick  Jagger  to  hang 
rbf b  his  tight  trousers.  The  French 
frcv  :ver  pretended  to  be  balanced,  and 
:d  |  uart  felt  liberated.  "It  was  a  revela- 
rnui  pin,"  he  says. 

Stua  Rapido  ran  for  six  years  and  was 
>ld  in  14  countries.  Even  in  Japan. 
"safuart  had  made  French  TV  hip.  The 
I  St  low  was  sold  to  the  BBC  in  1989. 
Rapfith  the  help  of  a  $300,000  credit 
r,bi-ie  provided  by  Richard  Branson, 
iltm  mart  left  Paris  for  London,  where  he 
arted  a  production  company  and 
i  cu  ^lled.   it   Rapido  TV   Ltd.   Without 
fiim  mart's    drive    and    American-style 
i  [)i  leas,  the  French  production  compa- 
ct y  collapsed. 

w  Along   with    Eurotrash,    Rapido's 

ftpntroversial  programs  are: 

»(e«   Baadass  tv,  a  black  culture  maga- 

J  ine  hosted  by  controversial  U.S.  rap- 

fon  er  Ice-T;  The  Penis  Unsheathed  (the 

enis  as  portrayed  in  art);  and  Diana 

Jnclothed  (the  sexual  attractions  of 

rincess  Diana).  The  latter  two  are 

latforms  for  American  radical  Ca- 

lille  Paglia  to  spew  forth  her  refresh- 

[lgly  politically  incorrect  theories  on 

eminism. 

Stuart  knows  most  of  his  stuff  is  too 

^  lunchy  for  the  relatively  puritanical 

LS.,  but  he  does  have  hopes  that  a 

alk  show  program  about  sexual  rela- 

ionships  called  Love  in  the  Afternoon 

AW  have  syndication  potential  here. 

fie  also  turns  out  classy,  heavyweight 

locumentaries,  such  as  the  profile  of 

'ederico   Fellini   shortly  before   the 

J  irector  died. 

None  of  this  has  yet  made  him  rich: 
ie  probably  makes  under  $  1 25 ,000  a 
ear,  peanuts  by  U.S.  TV  standards. 
5ut  you  can  count  on  this:  Peter 
ituart  is  not  going  to  be  satisfied 
J  rhuming  out  voyeuristic  programs 
j  "or  leering  Brits  and  Frenchmen.  He's 
i  real  talent  and  bursting  with  ambi- 
ion,  always  keeping  in  mind  his  Dad's 
idvice:  Mel  Stuart  told  his  son,  "Kev- 
in let  others  take  credit  for  your 
vork."  ■§ 
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As  industry  specializes,  so  do  the  firms 

that  supply  businesses  with  temporary  workers. 

One  very  profitable  example:  On  Assignment,  Inc. 

Brains  for  rent 


By  Toddi  Gutner  Block 

Unlike  most  chief  executives,  H. 
Tom  Buelter  likes  long  resumes,  from 
people  who've  worked  at  lots  of  dif- 
ferent companies,  constantly  honing 
their  skills  in  different  environments. 
Explains  Buelter:  "What  you  can  sell 
is  your  skills,  not  your  authority." 

Buelter's  business  is  selling  some  of 
those  skills.  As  chief  executive  of  $48 
million  (sales)  On  Assignment,  Inc., 
Buelter  places  highly  educated  chem- 
ists, biologists  and  other  scientists  in 
temporary  lab  jobs  across  the  country. 
Based  in  Calabasas,  Calif,  On  Assign- 
ment has  44  branch  offices  scattered 
from  Seattle  to  Miami.  Last  year  the 
firm  placed  5,200  scientists  in  jobs 
that  lasted  between  two  weeks  and 
four  months. 

The  people  On  Assignment  rented 
out  ran  the  gamut  from  $9-an-hour 
glassware  handlers  just  out  of  college 
to  experienced  $35-an-hour  microbi- 
ologists and  immunologists,  some  of 
whom  had  been  laid  off  from  full-time 
positions.  On  Assignment's  workers 
do  everything  from  analyzing  paint 
quality  for  Sherwin-Williams  to  help- 
ing develop  drugs  for  Hoffmann-La 
Roche.  On  Assignment  bills  the  em- 
ployer up  to  40%  more  than  what  it 
pays  a  worker  over  the  full  span  of  his 
employment. 

This  is  a  profitable  business,  and 
one  that  requires  very  little  capital. 
Last  year  On  Assignment  earned  $3.3 
million  (68  cents  a  share)  on  revenues 
of  $48  million.  Return  on  capital: 
28.5%.  Because  it  focuses  on  placing 
highly  paid  professionals  rather  than 
clerical  workers,  On  Assignment's  7% 
net  profit  margins  are  much  higher 
than  the  2.4%  net  margins  chalked  up 
by  $2.4  billion  (revenues)  Kelly  Ser- 
vices Inc.  and  the  2%  net  margins 
made  by  $4.3  billion  Manpower  Inc. 
On  Assignment's  earnings  this  year 
are  likely  to  hit  $4.2  million  on  reve- 
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Scientist  at  work  for  Neutrogena 
These  test-tube  temps  don't  type. 


nues  of  $62  million. 

On  Assignment  was  founded  in 
1985  by  Bruce  Culver  and  Raf  Dahl- 
quist,  two  chemists  who  worked  in  a 
scientific  instrumentation  lab  in  Los 
Angeles.  Sensing  a  need  by  employers 
to  hire  scientists  on  a  temporary,  proj- 
ect-by-project basis,  they  raised  over 
$1  million  from  Menlo  Park,  Calif. - 
based  Sierra  Ventures,  a  venture  capi- 
tal outfit,  and  began  recruiting  chem- 
ists for  temporary  lab  jobs,  mostly  in 
the  southern  California  area. 

The  company  wasn't  profitable  at 
first.  Culver  and  Dahlquist  had  not 
yet  focused.  They  also  tried  to  be- 
come consultants  and  headhunters  to 
fill  full-time  positions.  From  1985  to 
1988  the  company  lost  $1.5  million 
on  sales  of  only  $7  million.  Then 
Sierra  Ventures  hired  a  headhunter  to 
find  someone  to  rescue  the  operation. 
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UP  &  COMERS 


On  Assignment's 
chief  executive, 
H.  Tom  Buelter 
"This  business  is 
ail  execution. 
The  more 
focused  you  are, 
the  more  you 
attract  clients." 


In  1989  the  headhunter  found  Tom 
Buelter.  A  Bavarian-born  former  U.S. 
Army  soldier  who  once  did  public 
relations  work  for  a  Washington, 
D.C.  hospital,  Buelter  had  built  an 
estimated  $50  million  business  for  a 
division  of  Kelly  Services  placing  tem- 
porary health  care  workers  in  the 
homes  of  elderly  patients. 

At  On  Assignment,  Buelter  imme- 
diately shut  down  the  hill-time  re- 
cruiting and  consulting  divisions,  and 
overhauled  the  way  the  firm's  accounts 
were  managed.  Before  he  arrived,  On 
Assignment  had  used  different  manag- 
ers to  call  on  clients,  place  the  temps 
and  do  the  follow-up  work.  Buelter 
combined  all  those  functions  into  one 
job,  making  each  account's  manager 
more  familiar  with  the  client's  needs, 
and  with  how  well  On  Assignment's 
workers  were  doing.  "This  business  is 
all  execution,"  Buelter  says.  "It 
doesn't  have  some  kind  of  secret 
locked  up  in  the  Pentagon." 

To  better  understand  his  clients' 
needs,  Buelter  also  hired  as  account 
managers  scientists  who  ha..1  actually 
done  lab  work  and  knew  well  the 


world  of  commercial  science.  When 
On  Assignmefit's  managers  sign  a 
new  client,  they  survey  each  lab — 
from  the  kind  of  equipment  used  to 
the  dress  code — to  better  match  an 
employee's  skills  and  personality  to  a 
job.  On  Assignment  matches  them 
pretty  well.  One  in  five  of  On  Assign- 
ment's temporary  workers  is  hired  by 
the  client  into  a  permanent  position. 
Within  a  few  months  of  Buelter's 
arrival,  On  Assignment  was  profit- 
able, and  by  1992  the  company  was 
ready  to  go  public.  Sierra  Ventures 
sold  its  42%  stake  for  $11.7  million, 
and  the  company  itself  raised  $2.1 
million.  In  retrospect,  Sierra  Ventures 
sold  too  soon:  At  a  recent  $2 1  a  share, 
On  Assignment's  market  cap  is  $101 
million,  over  three  times  its  value 
three  years  ago.  Cofounder  Bruce 
Culver,  who  started  up  a  similar  com- 
pany in  England,  still  owns  5.7%  of 
the  company,  a  block  worth  $5.6 
million.  Tom  Buelter's  5.2.%  stake  is 
worth  $5  million.  (Cofounder  Raf 
Dahlquist,  who  sold  out,  now  con- 
sults for  other  scientific  equipment 
companies.) 


Buelter  believes  On  Assignment' 
best  days  lie  ahead.  The  $35  billioi 
(revenues)  temporary  staffing  indus' 
try  continues  to  grow  rapidly,  parti; 
because  employers  are  finding  temp 
help  agencies  more  cost-effective  anc 
convenient  than  recruiting  througl 
their  own  personnel  departments.  A\ 
Buelter  puts  it:  "Employers  don't  hin 
for  the  peaks  anymore.  They  hire  foi> 
the  valleys,  using  temps  to  help  man 
age  labor  costs."  He  adds  that  man) 
On  Assignment  clients  use  the  firm'} 
services  as  an  economical  way  to  test 
candidates  for  a  full-time  position. 

Buelter  is  convinced  his  specialized 
temp  help  services  can  be  developed 
for  other  segments  of  the  labor  mar- 
ket. Last  year  he  paid  less  than  $1 
million  for  two  small  firms  specializ- 
ing in  placing  professionals  in  tempo- 
rary credit  and  collection  jobs. 
Buelter  is  using  them  as  a  base  to 
create  a  division  that  concentrates  on 
businesses  with  serious  collection 
problems,  such  as  health  care,  auto- 
motive leasing  and  publishing.  "The 
more  focused  you  are,"  says  Buelter, 
"the  more  you  attract  clients."      ■■ 
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Paul  Stephens 
Portfolio  Manager 


Sometimes  it  pays  to  be  Contrarian. 

Just  ask  Paul  Stephens,  portfolio  manager  of  the  Robertson  Stephens  Contrarian  Fund 
applying  rigorous  independent  thinking  and  avoiding  the  madness  of  crowds. 


ROBERTSON 
STEPHENS  & 

COMPANY 


MUTUAL  FUNDS 


For  more  information  and  a  prospectus,  call  1-800-766-3863  ext.  119 

For  more  information,  including  other  management  fees,  expenses  and  the  risks  associated  with  international  investing  and  short  selling, 

call  Robertson  Stephens  &  Company  distributor  for  a  prospectus.  Read  it  carefully  before  you  invest.  You  should  realize  that  investment  return  and 

principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
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COMPUTERS  &  COMMUNICATIONS 


Are  videogames  about  to  turn  into  solitary  pastimes 
played  against  disembodied  competitors?  It's  happening, 
but  not  as  fast  as  the  sponsors  of  remote  gaming  would  like. 

Cybergaming 


Cat) 
in« 
ivbt 

flic 

.,;■ 


3 


By  Nikhil  Hutheesing 

Cool  people  play  videogames  on 
networks.  "After  a  tough  day  it's 
great  to  shoot  the  guy  next  to  you 
who's  ticked  you  off,"  explains  Rich- 
ard Schottenfeld,  a  34-year-old  port- 
folio manager  with  Cantor,  Weiss  & 
Friedner  in  New  York  City  and  an 
aficionado  of  Doom  played  after  trad- 
ing hours  on  the  corporate  network. 
Movie  mogul  Steven  Spielberg  plays 
via  telephone  link  against  actor  Robin 
Williams.  A  favorite  game:  dogfights 
between  F-15  and  Mig-21  fighter 
planes. 

When  will  Joe  Average  play  remote 
games?  Sometime  soon,  if  you  believe 
the  many  game  developers  rushing  to 
add  network  versions  of  their  new 
titles.  But  the  remote  game  playing 
business  has  been  slow  to  get  off  the 
ground. 

General  Electric  had  one  of  the 
earliest  on-line  services,  Genie.  Genie 
is  an  also-ran  today;  the  younger 
America  Online  has  30  times  as  many 
subscribers.  One  big  reason  for  the 
disappointment:  Genie  was  centered 
on  games  like  chess  and  bridge,  with 
chat  groups,  messaging  and  news  re- 
trieval secondary.  But  those  were 
what  people  wanted. 

Today  Genie  offers  more  exciting 
games,  such  as  RattleTecb  and  Cyber- 
Strike  for  multiple  players.  But  it  has 
only  95,000  subscribers  and  is  far 
from  profitable,  according  to  market 
researcher  Jupiter  Communications. 
AT&T  loves  on-line  game  playing 
for  what  it  could  do  to  keep  its 
phone  lines  busy.  In  December 
1994  at&t  completed  a  $40  million 
deal  to  acquire  the  ImagiNation 
Network,  the  on-line  division  of 
Sierra  On-Line,  a  producer  of  com- 
puter games.  AT&T  hasn't  done  well, 
either:  Its  service  counts  a  mere 
60,000    subscribers.     Gaming    fans 
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complain  that  its  graphics  are  too 
primitive  and  the  playing  pace  is  too 
slow.  Lee  Isgur,  an  analyst  with 
Jefteries  &  Co.,  says  that  neither 
Genie  nor  ImagiNation  is  profitable. 
Marvin  Davis,  the  billionaire  oil- 


man, was  an  early  devotee  of  th 
concept.  He  helped  finance  Catapul 
Entertainment,  a  Cupertino,  Calif 
developer  of  specialized  modems  tha 
enable  Nintendo  and  Sega  game  play 
ers  to  connect  over  phone  lines. 
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Catapult's  modems  have  not  been 
ing  off  store  shelves.  It  is  selling 
aybe  500  a  month. 
The  immediate  future  doesn't  look 
o  bright,  either.  Catapult's  tcchnol- 
;v  is,  for  now,  good  only  for  16-bit 
Bridge  games  at  a  time  when  devel- 
>ers  are  moving  to  32-bit  CD-ROM 
mes.  It  also  suffers  from  a  lag  be- 
'een  one  player's  move  and  its  ap- 
-arance  on  the  opponent's  screen 
iles  away. 

Complains  Bing  Gordon,  an  execu- 
te vice  president  at  game  developer 
ectronic  Arts:  "I'd  rather  drive 
ross  town  and  find  somebody  to 
ay  with  than  give  up  my  feeling  of 
astery  and  coordination."  He  says 
has  stopped  making  its  games  com- 
itible  with  the  Catapult  network. 

Catapult  Chairman 

Adam  Grosser 

Fast,  but  not  fast  enough  to 

fly  off  the  shelves. 


Dwango  President 

Robert  Huntley 

A  cast  of  thousands? 


Never  mind  those  setbacks,  say  the 
believers;  prosperity  is  around  the 
corner.  In  April,  when  Davis  sold  his 
18%  interest  in  Catapult  to  Viacom's 
Blockbuster  division,  he  quadrupled 
his  money,  says  a  Davis  spokesman. 

The  early  disappointments  haven't 
discouraged  a  crowd  of  newcomers. 
Microsoft  says  it  plans  to  make 
networked  gaming  a  feature  on  its 
Microsoft  Network,  the  on-line  com- 
ponent of  Windows  95.  GTE,  the 
largest  U.S. -based  local  telephone 
company,  plans  to  develop  an  interac- 
tive video  network  that  will  include 
gaming.  It  expects  to  have  its  service 
reach  7  million  homes  by  2005. 

In  February  cable  system  operator 
Tele-Communications,  Inc.  formed  a 
joint  venture  with  game  developer 
Acclaim  Entertainment,  buying  10% 
of  the  company  for  S90  million.  The 
two  companies  plan  to  offer  perpetual 
games  that  will  let  thousands  of  play- 
ers join  an  ongoing  game. 

Another  eager  newcomer  is  Hous- 
ton-based Dwango,  which  started 
business  in  October.  Dwango  is  set- 
ting up  a  network  aimed  at  bringing 
up  to  a  thousand  players  together  for  a 
single  game.  Game  developers  envi- 
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sion  creating  huge  labyrinths  where 
players  seek  and  shoot  one  another, 
for  example.  Dwango  has  set  up  serv- 
ers in  14  cities  so  far.  The  company 
plans  to  have  20  up  and  running  by 
the  end  of  July. 

If  game  networks  are  to  take  off, 
they  will  have  to  overcome  the  speed 
problem  that  Bing  Gordon  complains 
about.  If  a  player  is  sending  an  elec- 
tronic command  that  conveys  a  hair- 
trigger  response  to  avoid  a  swerving 
missile,  the  message  struggles  to  get 
through  the  telephone  network, 
competing  with  E-mail  and,  as  a  re- 
sult, sometimes  arrives  a  split-second 
late.  Dwango  claims  to  have  licked 
this  problem  by  assigning  a  lower 
priority  to  E-mail  exchanges  between 
the  players. 

The  other  solution,  of  course,  is  to 
circumvent  the  phone  network  alto- 
gether. Such  titles  as  Mech  Warrior  2 
and  Descent  are  available  in  versions 
that  run  on  corporate  local  area  net- 
works— often  in  defiance  of  company 
rules  against  game-playing  on  compa- 
ny time. 

For  the  mass  market,  running 
games  down  a  cable  television  chan- 
nel may  be  the  answer.  Cable  has  the 
added  virtue  of  being  much  more 
capacious,  handling  at  least  1 0  million 
bits  per  second  of  information,  500 
times  as  much  as  garden -variety  tele- 
phone lines.  Now,  however,  tci  and 
other  cable  operators  who  want  to 
crack  this  market  have  to  figure  out 
how  to  keep  game  traffic  from  getting 
in  the  way  of  the  usual  television  fare. 

Game  developers  like  Acclaim,  Ac- 
tivision  and  Spectrum  Holobyte  think 
that  the  hurdles  to  remote  game  play- 
ing will  soon  be  surmounted.  Activi- 
sion  predicts  that  networked  games 
will  account  for  at  least  20%  of  its  sales 
by  2000. 

Will  the  network  revolutionize  the 
way  we  play  games?  For  violent  games, 
like  Doom,  that  are  simply  more  fun  to 
play  against  an  opponent  than  against 
a  computer,  the  answer  is  quite  possi- 
blv  ves.  Fans  of  bridge  and  Monopoly 
and  other  peaceful  pastimes,  however, 
probably  don't  have  to  worn'  that 
disembodied  competitors  playing 
from  afar  will  displace  their  flesh-and- 
blood  companions.  Those  slow  games 
were  the  first  to  appear  in  remote 
versions  but  never  turned  into  winners 
for  game  networks.  Hi 
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This  finger  checks 
the  software. 


This  finger  checks 
the  hard  drives. 
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Walk.  Walk.  Walk. 
Check  computer. 
Walk.  Walk.  Walk. 


Introducing  the  new  Compaq  Deskpro       Check  computer, 


Walk  ten  hours  a  day,  five  days  a  week  and  you 
realize  walking,  running  and  trudging  from  one 
PC  to  the  next  is  no  way  to  manage  a  network. 

To  make  life  a  lot  more  efficient  and  a  lot  less 
aerobic,  we've  designed  a  network  ready  PC  you 
can  manage,  monitor  and  even  inventory  from  a 
single  location,  single-handedly.  (Did  you  get  all 
that?)  Reintroducing  the  Compaq  Deskpro* 

At    Compaq,    It    Dawned    On    Us    That 


It's    A    Lot    Easier    To    Maintain    A    Network 


Of    PCs    By    Hand    Than    By    Foot. 

This  PC  literally  and  technologically  is  like 
no  other  out  there.  How  so?  Well,  our  engineers 
designed  the  Deskpro  to  tell  vou  who  it  is,  what 
it's  doing  and  how  it  feels.  So  now,  managing  a 
network  doesn't  involve  guesswork  or  footwork. 

For  a  more  in-depth  look  at  what  the  Deskpro 
is  capable  of,  just  call  your  local  Compaq  reseller. 
And  feel  free  to  put  your  feet  up  while  you  do  it. 


Thisfinger  is  a  thumb. 
It's  only  good  for  the  space  bar. 


COMPAQ 
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Texas  Instruments  was  always  better  at  inventing 
than  at  selling.  After  years  of  disappointments, 
Jerry  Junkins  may  well  have  turned  Tl  around 

This  time 
it's  for  real 


By  Xikhil  Hutheesing 


Texas  Instruments  is  the  Lucy  Van 
Pelt  of  Wall  Street.  Tl  is  constantly 

holding  out  the  football,  then  yank- 
ing it  away  before  Charlie  Brow  n  can 
kick  it. 

For  decades  ri  has  dazzled  journal- 
ists, investors  and  filmgoers  with  its 
technology  i  the  1982  movie  E.T.  fea- 
tured a  Tl  talking  chip).  Trust  us  this 
time,  the  company  said:  Tl  is  finally  on 
stable  ground.  For  years  it  disappoint- 
ed. While  Intel  has  been  cleaning  up 
and  Micron  Technology  flourishing, 
Tl  has  reported  four  annual  deficits 
since  1980.  As  recently  as  1991  its 
stock  was  no  higher  than  it  was  15 
years  earlier.  And  think  of  what  could 
have  been.  This,  after  all,  is  the  com- 
pany that  invented  the  integrated  cir- 
cuit in  1958. 

It's  a  dismal  tale.  Texas  Instru- 
ments challenged  IBM  and  Apple  in 
home  computers  and  ended  up  with 
S660  million  in  writeoffs.  It  flopped 
in  consumer  electronics,  turning  out 
digital  watches,  for  instance,  that 
were  cheap  but  not  fashionable. 

In  the  1980s  Japanese  companies 
like  Toshiba,  Hitachi  and  NEC  hit  Tl 
where  it  hurt  most.  They  spent  bil- 
lions of  dollars  building  manufactur- 
ing facilities  to  make  drams — dynam- 
ic random  access  memory  chips — 
thus  hitting  Tl  in  the  very  core  of  its 
business.  These  chips  temporanlv 
store  computer  files  while  you  work 
on  them.  When  you're  done,  the  chip 
returns  your  file  to  the  re's  hard  drive 
for  permanent  stor 

When  demand  for  these  chips 
peaked,  the  Japanese  reat  J  billions 
in  profits;  when  demand  -  imped, 
they  subsidized  the  losses  from  their 
profitable    businesses.    Mostek,    the 
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first  and  biggest  of  dram  manufactu 
ers,  fled  the  business.  So  did  Intel  an 
National  Semiconductor.  Tl  stucl 
with  the  business,  but  in  1985  it  lo:J 
S141  million.  i 

Now  ti  has  another  dazzling  sleM 
of  chips  and  the  familiar  story  lincj 
that  things  are  different  this  timi 
around.  Are  things  different?  At  th  ! 
risk  of  being  fooled  once  again,  wj 
hazard  that  the  answer  is  yes,  an-» 
that  the  S691  million  that  Tl  nettecj 
on  sales  of  S 10. 3  billion  last  year  waj 
no  fluke.  t 

The  chairman  offering  the  reassur  I 
ances  is  Jerry  R.  Junkins,  57.  He's  no  \ 
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ircly  innocent  in  Tl's  earlier  fail- 

s,  since  he  was  number  two  to 

airman    Mark   Shepherd    Jr.    be- 

:en   1985  and  1988.  But  he  has 

omplished  a  lot  since  taking  over 

m  Shepherd  in  1988.  It  took  him  a 

ile:  As  recently  as  1990-91,  ti  had 

quarterly  losses  in  a  row. 

[unkins,  a  lanky  Iowan,  towers  over 

mall  table  in  his  private  conference 

i   mti.  His  first  step  as  boss  was  to 

Hi  lefine  what  the  company  was  all 

t\  3ut.  Its  first  line  of  business  was 

ctronic  equipment  used  in  seismic 

<t  jloration.    Junkins   put    nostalgia 

de  and  began  to  unload  the  busi- 


Digital  Micro  Mirror 
chip 

This  may  turn 
into  a  new  way 
to  make  a 
!*>  .  projection 

television. 


Texas  Instruments 
Chairman 
Jerry  Junkins 
For  a  long  time, 
TI  was  better  at 
physics  than 
profits. 


ness  in  1988  on  Halliburton,  the  oil- 
field services  outfit.  Junkins  also 
closed  home  computing  and  the  com- 
pany's minicomputer  business,  and 
scaled  back  in  consumer  electronics. 

This  was  a  form  of  bridge-burning, 
because  it  left  Ti  even  more  depen- 
dent on  drams,  but  it  turned  out  to  be 
a  smart  move.  In  1986  n  filed  a 
complaint  with  the  International 
Trade  Commission  charging  that  Ja- 
pan's leading  semiconductor  produc- 
ers had  infringed  on  its  patents  for 
computer  memory  chips.  In  1987 
Japanese  companies  began  to  honor 
the  patent.  Royalties  now  contribute 
about  $700  million  to  Tl's  annual 
revenues. 

Now  Junkins  was  ready  to  tackle 
the  competition  head-on.  "We  had  to 
change  the  rules  to  compete  [with  the 
Japanese],'1  he  says.  "We  needed  to 
get  capacity  and  grow  faster  than  our 
balance  sheet  would  allow,  plus  have 
something  that  damps  out  the  tradi- 
tional swings  in  DRAMS." 

Junkins  struck  a  series  of  innovative 
deals  with  Asian  manufacturers.  Us- 
ing Ti  patents  and  designs,  the  manu- 
facturers would  put  up  about  75%  of 
the  cost  of  new  chip-fabricating  plants 
and  give  TI  the  right  to  buy  all  the 
output  at  a  fixed  price.  Plants  built 
under  that  deal  gave  TI  the  equivalent 
of  an  entire  wafer  fab — a  chip  fac- 
tory— one  that  would  have  cost  about 
$500  million  to  build.  Those  wafers 
raised  dram  output  65%  in  1994, 
according  to  Dataquest,  for  a  total  of 
$1.6  billion  in  sales  of  drams.  More 
increases  are  in  sight.  TI  and  its  part- 
ners have  been  increasing  capacity  for 
16- megabit  chips,  necessary  for  the 


upcoming  Windows  95  and  its  mem- 
ory-hogging applications. 

Although  Junkins'  strategy  reduces 
risk,  it  does  not  eliminate  it.  Prices 
could  still  collapse  beyond  the  point 
where  the  venture  partners  can  absorb 
the  losses.  "At  all  times  in  the  DRAM 
market,  there  has  been  one  region  in 
the  world  that  has  believed  that  gain- 
ing market  share  at  all  costs  was  strate- 
gically important,"  says  Thomas  En- 
gibous,  Tl's  executive  vice  president. 
"So  prices  keep  coming  down."  At 
one  time  the  villains  were  the  Japa- 
nese. Now  they  are  countries  like 
Korea,  Singapore  and  Taiwan. 

However,  II  no  longer  lives  and 
dies  on  drams.  It  now  has  a  leading 
position  in  digital  signal  processors, 
chips  that  handle  certain  specialized 
computational  tasks,  especially  those 
related  to  communications.  (See  re- 
lated column,  p.  108.)  At  those  tasks  a 
cheap  digital  signal  processor  can  out- 
pace an  expensive  general-purpose 
processor  from  Intel  up  to  tenfold. 
Junkins  thinks  sales  of  DSP  chips  could 
reach  $10  billion  by  2000. 

ri  also  has  its  fair  share  of  gee-whiz 
chips  that  could  generate  big  reve- 
nues in  the  future.  For  example,  it  has 
put  ten  years  and  hundreds  of  millions 
of  dollars  behind  a  multimedia  video 
processor.  Its  quartet  of  DSPs  can  whip 
through  2  billion  operations  a  sec- 
ond— enough  to  take  the  jerky  move- 
ments out  of  videoconferencing. 

Ti  has  also  put  about  $300  million 
into  another  specialty  chip  it  calls  the 
Digital  Micro  Mirror.  It's  a  silicon 
chip  that  has  about  400,000  mirrors 
suspended  above  it.  Each  mirror  is 
about  0.2  microns  wide — 4%  as  wide 
as  a  typical  human  hair  The  chip, 
reading  video  signals,  tilts  its  mirrors 
to  reflect  a  bright  light.  The  result  is 
crystal-clear  resolution,  ideal  for 
home  theater  television  sets. 

ti  still  has  a  few  dogs.  Its  laptop 
business  sells  just  164,000  units  a 
year,  placing  it  seventh  in  the  world 
behind  AST  Research.  And  the  soft- 
ware business,  which  makes  tools  for 
software  developers,  has  barely  been 
profitable  for  five  years  now. 

But  just  about  every  company  has  its 
laggard  businesses,  and  Tl's  no  longer 
loom  large  in  its  product  portfolio.  We 
could  be  wrong,  but  from  here  it  looks 
as  if  this  company  is  finally  ready  to 
realize  its  potential.  M 
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Talk  is  cheap 


BY  ANDREW  J.  KESSLER 


Andrew  J.  Kessler  is  a 
managing  director  at 
Unterberg  Harris,  an 
investment  banking 
firm  in  San  Francisco; 
his  MCI  mail  address 
is  akessler. 


Smart  entrepreneurs  aren't  waiting  around 
for  the  masses  to  discover  multimedia  in  all  its 
glory.  They  are  applying  bits  and  pieces  of 
multimedia  technology  to  mundane  appliances. 
With  the  practice  and  the  revenues  they  get 
from  these  appliances  they  will  be  well  equipped 
to  supply  talking,  video-displaying  computers 
when  the  world  is  ready  for  them. 

Case  in  point:  DSP  Group,  a  Santa  Clara, 
Calif,  firm  that  specializes  in  digital  signal  pro- 
cessing chips  that  can  handle  human  speech. 
Someday  DSPs  will  be  at  the  heart  of  a  talking, 
speech-interpreting  computer  on  your  desk- 
top. The  here  and  now,  however,  is  in  the  mun- 
dane world  of  telephone  answering  machines. 

The  answering  machine  business  is  huge — 
something  like  40  million  of  these  devices  will 
be  sold  this  year.  The  old  technology  for  re- 
cording the  greeting  and  the  messages  is  analog 
tape.  You  need  two  record/play  heads  for  the 
appliance,  each  costing  $7  to  $12. 

The  new  technology,  which  accounts  for  a 
fourth  of  the  machines  being  sold  today,  is  digi- 
tal memory.  The  new  technology  is  gaining  on 
the  old  as  it  gets  more  competitive  on  price. 
Already,  you  can  buy  a  set  of  digital  chips  to 
replace  both  of  those  mechanical  record/play 
mechanisms  for  a  total  of  $12.50. 

Dsp  Group  doesn't  sell  the  memory  chips  on 
which  messages  are  stored.  All  it  sells  is  a  very 
specialized  chip  to  convert  sounds  into  bits  so 

It's  tricky  converting  that 
squawking  from  your  mother- 
in-law  into  bits  and  bytes. 

that  they  can  then  be  digitally  stored.  Yet  this 
narrow  marker  yielded  $20  million  of  dsp's 
$28  million  in  revenue  last  year. 

It's  a  tricky  business  converting  that 
squawking  from  your  mother-in-law  into  bits 
and  bytes.  Bear  with  me  through  the  math.  A 
telephone  connection  carries  voice  information 
between  the  frequencies  of  300  hertz  and 
3,300  hertz.  That's  what  the  engineers  call  a 
bandwidth  of  3,000  hertz. 

I'm  not  going  to  explain  why,  but  take  my 
word  for  it  that  if  you  want  to  accurately  capture 
a  wave  cycling  3,000  times  a  second  you  need 
to  meas  ;re  it  6,000  times  a  second.  At  each  of 
those  measuring  points  you  record  a  signal 


strength  with  an  accuracy  that  typically  runs 
16  bits,  or  2  bytes.  (This  is  equivalent  to  abo 
5  decimal  digits  of  accuracy.) 

Those  measurements  add  up.  All  told,  you 
have  12  kilobytes  of  digital  data  for  each  seco: 
of  recorded  speech,  or  22  megabytes  for  half 
an  hour  of  messages,  about  what  the  answerii 
machine  buyer  wants. 

Any  dumb  dsp  chip  can  convert  the  analog 
sound  waves  into  these  digital  blips.  A  smart  D 
chip,  equipped  with  the  right  software,  can 
compress  the  signal.  It  does  that  by  removing 
the  redundancies  and  irrelevancies  in  the  hu- 
man vocal  chords,  dsp  Group  has  this  down  to 
science.  It  can  squeeze  a  half  hour  of  talk  into 
megabyte.  The  data  can  be  stored  on  standarc 
memory  chips  costing  a  mere  $4. 

dsp  Group  gets  $8.50  for  its  chip  and  the 
software  to  go  with  it.  Acid  the  signal  processir 
chip  to  the  standard  memory  chips  and  you 
have  a  recording  mechanism  that  is  already  bea 
ing  the  old  analog  answering  machine  on 
price.  And  it's  getting  cheaper  every  year. 

While  a  bunch  of  the  big  boys,  including 
Texas  Instruments  and  National  Semiconduc- 
tor, sell  general-purpose  dsps,  they  haven't 
focused  their  efforts  on  speech  recording  the 
way  dsp  Group  has.  They  don't  enjoy  dsp's 
14%  net  profit  margin,  either,  (dsp,  by  the  wai 
doesn't  make  chips;  it  has  them  made  to  its 
specifications  by  fabrication  firms.) 

Answering  machines  are  the  immediate 
payoff,  personal  computers  the  big  pot  of  golc 
at  the  end  of  the  rainbow.  PCs  have  never 
effectively  handled  voice  data.  Creative  Tech 
nology  and  the  ill-fated  Media  Vision  sell 
sound  cards  that  go  with  noisemaking  compute 
games  and  "edutainment"  titles.  These  cards 
can  also  handle  input  from  a  microphone,  but 
they  can't  compress  it  efficiently.  The  result  is 
files  of  recorded  sound  that  are  unwieldy  on 
your  hard  drive  and  downright  unmanageable 
if  you  want  to  attach  them  to  an  E-mail  messag 
or  do  other  things  with  them. 

dsp  Group  aims  to  crack  that  PC  market. 
Microsoft  has  licensed  the  firm's  compression 
software  for  its  coming  Windows  95.  Hard 
bargainer  that  he  is,  Bill  Gates  isn't  paying  a 
dime  of  royalties.  Bat  the  exposure  should 
create  demand  for  dsp's  hardware.  Although  tht 
software  can  run  on  the  general-purpose  pro 
cessor  inside  a  good  computer  (the  Pentium 
chip,  that  is),  it  preoccupies  that  chip,  causing 
other  pc:  activities  to  grind  to  a  halt.  So  dsp 
thinks  it  will  soon  be  selling  a  lot  of  specialized 
$5  talk  compression  chips  to  PC  makers. 

I  think  dsp  has  a  bright  future.  It  should  be 
able  to  double  its  overall  sales  to  $60  million  this 
year.  The  stock  is  worth  a  look,  even  though  in 
this  heated  market  it's  going  for  25  times  1995's 
estimated  earnings.  WM 
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ield  of  dreams.  Even  as  a  youth  in  Tacoma,  Washington,  the 
)irit  beckoned.  Build  it.  But  the  hard  truth  awaited  him  on  the  craggy 
Ijew  England  coast.  Capital  builds  businesses.  Not  dreams.  So  he 
furneyed  to  the  money  center  of  the  world.  And  worked  his  way 
p  the  Wall  Street  ladder  to  the  top  at  Goldman  Sachs.  Build  it. 
nen  one  day  he  walked  away  from  it  all.  To  create  the  country's 
rgest  minority  controlled  TV  company,  Granite  Broadcasting. 
'.  business  devoted  to  nourishing  the  entrepreneurial  spirit  of 
s  employees.  No  surprise.  Don  Cornwell  started  reading 
lorbes  as  a  student  at  the  Harvard  Business  School  in  1970. 
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Peter  Huber 
(72643.221  l@com- 
puserve.com  or  http:  // 
khht.com/huber/home. 
html),  a  senior  fellow  of 
the  Manhattan  Institute, 
is  the  author  of  Orwell's 
Revenge. 


In  1885  A  court  in  Ohio  upheld  a  phone 
company's  decision  to  terminate  service  to  a 
subscriber  who  had  uttered  a  naughty  word 
on  the  line.  The  company's  contract  stipulated 
that  its  lines  weren't  to  be  used  for  any  "pro- 
fane, indecent  or  rude  language."  The  sub- 
scriber had  said  to  the  operator:  "If  you 
cannot  get  the  party  I  want,  you  can  shut  up 
your  damned  old  telephone."  One  judge  dis- 
sented. "Damn"  was  not  profane,  he  rea- 
soned. 

Times  have  changed.  Obscenity  on  the 
Internet  today  makes  Hustler  look  tame.  What 
to  do  about  it  is  another  matter.  Technology 
and  market  forces  have  utterly  defeated  the 
public  censors.  The  only  constitutional  and 
practical  approach  at  this  point  is  more 
market,  not  less. 

Mere  "indecency"  is  ordinarily  protected  by 
the  constitution;  "obscenity"  isn't.  But  what's 
the  difference?  In  1973,  the  Supreme  Court 
announced  that  the  line  is  to  be  drawn 
according  to  "contemporary  community  stan- 
dards," and  left  it  at  that.  The  whole  point  of 
telecommunications,  however,  is  to  connect 
Pleasantville,  Kans.  to  Polk  Street  in  San  Fran- 
cisco, without  requiring  anyone  to  make  a 
trip.  "Community"  in  the  telecosm  is  not 
defined  by  geography. 

"Deviance"  loses  its  meaning  when  com- 
munities of  the  like-minded  are  formed  entire- 
ly by  consent.  Freedom  of  association  is  so 
complete  in  cyberspace  that  traditional  limits 
on  freedom  of  speech  become  almost  impossi- 
ble to  justify  constitutionally. 

The  new  telecosm  is  strikingly  different,  in 
this  regard,  from  the  obsolescent  universe  of 
broadcast.  In  1978  the  Supreme  Court 
upheld  the  Federal  Communications  Com- 
mission's power  to  punish  a  radio  station  for 
airing  George  Carlin's  seven  filthy  words.  No 
comparable  regulation  of  print  media  would 
be  permitted;  legally  speaking,  Carlin  was 
indecent,  not  obscene.  But  broadcast,  the 
Court  reasoned,  is  "uniquely  pervasive"  and 
"uniquely  accessible  to  children." 

The  Supreme  Court  failed  to  note  that  it 
was  the  FCC  itself  that  had  forced  broadcasters 
to  be  "uniquely  pervasive"  and  "accessible." 
The  Commission  had  forbidden  broadcasters 
to  scumble  their  signals,  and  had  suppressed 
the  technology  and  market  forces  that  could 
have  separated  decent  ears  from  unwitting 
exposure  to  Carlin's  dirty  mouth. 


On  cable,  telephone  and  the  Internet,  how 
ever,  the  technology  for  choice  is  still  securel) 
in  place.  People  don't  inadvertendy  tune  in  t( 
alt. sex. pedophile  while  driving  to  a  Sunday 
picnic  with  Aunt  Gwendolyn.  Some  courts 
have  already  relied  on  that  difference  in 
upholding  cable's  right  to  be  dirty.  Cable 
viewers  choose  to  subscribe.  An  individual 
who  "voluntarily  opens  his  door  and  allows  a 
pig  into  his  parlor,"  one  court  ruled,  "is  in 
less  of  a  position  to  squeal." 

And  even  if  Congress  squeals  for  us,  the  pig 
won't  leave,  unless  we  enlist  the  Joint  Chiefs 
of  Staff  to  help  hunt  it  down.  Sweden  and 
Holland  have  different  "community  stan- 
dards" from  ours.  Every  country  with  tele- 
phones can  breed  Internet  pigs,  and  most  do. 
Dial-a-porn  operators  have  already  relocated 
offshore.  Internet  nodes  can,  too.  The  Forbes 
columns  I've  posted  on  my  own  Internet 
home  page  elicit  reactions  from  Slovakia.  In 
this  environment,  no  centralized  government 
authority  is  going  to  stop  either  purveyors  of 
electronic  pigs  or  consumers. 

Yet  most  people,  most  of  the  time,  will  keep 
expressive  pigs  out  of  their  own,  private 
spaces,  if  they  can,  often  with  the  help  of 
intermediaries.  The  New  York  Times  publishes 
only  items  that  are  "fit  to  print,"  and  sub- 
scribers prefer  it  that  way.  Public  censorship  is 
dead,  but  private  censors  are  just  beginning  to 
market  their  services  electronically. 

It's  federal  law  itself  that  is  the  serious 
obstacle.  A  cable  company  today  can't  legally 
sell  you  a  kids-only  package  of  channels,  with 
Disney,  say,  but  not  the  usual  prurience  ped- 
dled by  the  broadcast  networks.  Established 

"Deviance"  loses  its  meaning 
when  communities  of  the 
like-minded  are  formed 
entirely  by  consent. 


broadcasters  aren't  legally  permitted  to 
scramble  their  signals  and  sell  them  by  sub- 
scription, to  adults  only.  When  CompuServe 
or  Prodigy  tries  to  censor  its  bulletin  board, 
courts  take  seriously  the  lawsuits  that 
inevitably  follow. 

Instead  of  trying  to  appoint  new  public 
censors,  Congress  should  truly  liberate  private 
ones.  It  should  provide  absolute  legal  immu- 
nity for  any  good-faith,  voluntary,  private  ini- 
tiative by  any  competitive  carrier,  broadcaster, 
or  provider  of  content,  to  limit  sex  and  vio- 
lence, or  access  to  it,  by  wire  or  radio.  Ameri- 
ca knows  how  to  operate  under  laws  like 
those.  Phone  companies  in  Ohio  had  the 
matter  well  in  hand  in  1885.  M 
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I  Want  Power, 
Features  And  Reliability     z*noteflex. 


I  Want  It  Ml. 


Power 

High-speed  processors  to  100MHz 
Large  TFT  and  passive  color  LCDs 
High-capacity  700+  MB  hard  drives 
Fast  local  bus  video  and  hard  drives 
Up  to  6.5  hours  of  battery  life* 

Features 

User-upgradable  CPU,  HDD  and  LCD 
Swappable  floppy  for  second  battery 
Lockable  modular  components 
Integrated  16-bit  audio 

Two  Type-II  PCMCIA  slots' 

Integrated  pointing  device  with  over- 
sized buttons 

FLEXDOCK""'enhanced  port  replica- 
tor with  networking  and  expansion 
capabilities 

FLEXSHOW""*  multimedia  accessory 
unit  with  double-speed  5.25"  CD-ROM 
drive 

Reliability 

PC  Tools™  anti-virus  software  loaded 
24  hr-7  day  toll-free  customer  support 
3-yr  limited  warranty  (first  year  on  site) 

If  you  have  a  number  of  needs,  look 
to  the  computer  that  offers  a  num- 
ber of  solutions.  Z-NOTEFLEX™  It's 
what  you  want  in  a  notebook. 

1-800-289-1322  Ext.  5180 

http://www.zds.com 


sense  Corporation  Zenith  Data  Systems  n  i 
e  logo  «s  a  remmcu  trademark  of  Inte I  Corporation 
d  and  penptserars  attached  "Optional 


FIXXSMOW.  FliXDOCK.  and  'Make  The  Connection-  are  trademarks  of  Zenith  Data  Systems  Corporation   IntefDX* 
trademark  of  Central  Point  Software  Inc.  '  Figure  based  on  two-battery  configuration  Battery  file  depends  on  applications 
■  Additional  Type -i  Type-II  and  Type  in  PCMCIA  slots  are  available  with  optional  modules  Specifications  are  subject  to  chan«e 


DATA   SYSTEMS 
Make  The  Connection" 
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EDITED  BY  NANCY  ROTENIER 


Mr.  Fix-it 

"I  cant  SEEM  to  keep  a 
job  anymore,'"  says  Gary 
Dunton,  president  of 
USF&G's  SI  billion  family 
and  small  business  insur- 
ance group  since  April. 
He's  been  promoted  ten 
times  since  getting  a  Har- 
vard M.B.A.  in  1980. 

Dunton,  40,  started 
out  in  corporate  finance  at 
Aetna,  eventually  run- 
ning the  department  before 
moving  to  field  opera- 
tions in  1989.  By  1991  he 
was  combining  commer- 
cial and  personal  field  oper- 
ations, stemming  huge 
losses  on  workers'  compen- 
sation and  tightening  un- 
derwriting standards. 

A  \  ear  later  Dunton 


jumped  to  USF&G.  Head  of 
field  operations,  he  cut 
the  4,000-person  staff  by 
12%,  created  new  prod- 
ucts and  opened  six  offices. 
Last  year  operating  earn- 
ings were  up  35%. 

Now  Dunton  must  fix 
family  and  small  business 
lines,  once  L'SF&g's  core. 
Today  it's  faltering  under 
bloated  costs  and  an  un- 
wieldy product  line.  He's 
not  fazed.  "I'm  a  pain  in 
the  neck,'"  savs  Dunton. 
"Ill  go  into  an  organiza- 
tion running  well  and  find 
31  things  wrong  with  it." 

Gary  Dunton,  USF&G's  family 
and  small  business  president 
Can't  seem  to  keep  a  job. 


Paper  chase 

Thomas  Johnson  was 
climbing  the  corporate  lad- 
der at  Mead  Corp.  when 
he  was  plucked  from  its 
ranks  in  1989  to  run  rival 
Manvilk  Forest  Products,  a 
subsidiary  of  asbestos- 
plagued  Manvilk  Corp. 
''The  challenge  was  to 
grow  a  business  just  out  of 
bankruptcy  and  take  it 
global,"  says  Johnson,  45. 

That  he  has  done. 
Johnson  acquired  18  pack- 
aging and  printing  plants 
and  companies.  He  also 
spent  $900  million  on 
new  manufacturing  sys- 
tems and  paper  mills. 


Riverwood  s 
Thomas  Johnson 
He  made 
asbestos- 
plagued 

Manville  Corp.'s 
forest-products 
unit  worth  buying. 


partiv  financed  through  a 
SI 60  million  1992  iro. 

Today  the  SI. 4  billion 
(expected  1995  sales)  firm 
renamed  Riverwood  In- 
ternational Corp.,  is  a  lead 
er  in  coated  board  pack- 
aging for  customers  like 
Coca-Cola,  Anheuser- 
Busch,  Sara  Lee  and  Uni- 
lever. Johnson  now  sup- 
plies them  in  Germany, 
France,  Australia,  Brazil, 
Sweden  and  Hong  Kong. 
To  pay  off  asbestos  claim- 
ants, Manville  has  just  put 
Riverwood  up  for  sale. 
That  Johnson  has  made  it 
worth  buying  is  his  big- 
gest achievement  to  date. 


Turkey  man 

Fancying  a  change 

from  w  hat  he  termed  "the 
big  corporate  life,"  for- 
mer Burger  King  chief  ex- 
ecutive Barn  Gibbons 
left  the  Grand  Metropoli- 
tan unit  two  years  ago 
to  ponder  new  options, 
after  helping  engineer  a 
turnaround. 

The  pondering  ended 
this  past  March.  Gibbons 
opened  a  turkev  restau- 
rant in  Fort  Lauderdale 
called  Gobblers. 
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With  SI  million  of  seed 
money — his  own  and  a 

partner's — and  a  year  of 
market  testing,  Gibbons  is 


serving  up  turkey  bur- 
gers, turkey  dogs,  drum- 
sticks, salads,  side  dishes 
and  desserts  for  sit-down, 
drive-thru  and  takeout. 
Gibbons,  49,  knows 
the  restaurant  business  very 
I    well.  He  started  out  in  his 


Barry  Gibbons, 
former  Burger 
King  chief,  now 
Gobblers  founder 
Talking  turkey— 
with  fast  food. 


native  England  as  a  manag- 
er for  Whitbread,  a  brew- 
ing and  restaurant  firm,  be- 
fore leaving  for  Grand 
Metropolitan  in  1984. 

Heading  up  the  com- 
pany's pub  and  restaurant 
division,  Gibbons  moved 
to  help  fix  up  ailing  Burger 
King  in  1989. 

He  may  have  tired  of 
"big'''  corporate  life.  But 
with  plans  for  ten  more 
Gobblers  in  the  next  year  or 
so  as  a  start  to  a  national 
chain,  Gibbons  may  wind 
up  right  back  in  it. 
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They  Call 
This  Justice? 


then. 

evident: 
the  case. 


Is  trial  by  jury  the  essential  underpinning  of  justice  or  a  relic  so  flawed  it  should  be 
abolished?  A  new  problem — hardly.  As  far  back  as  1771.  John  Adams  said  that  a 
decision  by  jurors  "would  be  not  better  than  a  Decision  by  Lott."  And  while  many 
people  forget  the  lessons  of  the  past,  AMERICAN  HERITAGE  remembers.  Eight 
times  a  year,  we  illuminate  the  past  to  shed  new  light  on  today's  issues.  It's  called  the 
Heritage  Perspective,  and  over  300.000  of  the  nation's  most  affluent  and  influential 
subscribers  don't  find  it  anywhere  else.  II  |fipy ipOf) Upf  jtaflP 
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Constructing  your 
own  hedge  fund 

Combining  criteria  from  two  outstanding  market  commentators, 
we  prepare  a  list  of  possible  short-sale  hedges  for 
the  nervous  investor. 


heap 


By  Peter  Brimelow  and  Mark  Hulbert 

Irs  A  bull  MARKET.  And  the  top- 
performing  investment  letters,  as 
monitored  by  the  Hulbert  Financial 
Digest,  don't  buy  it.  On  balance,  their 
portfolios  are  more  than  half  in  cash. 

Of" course,  the  top  letters  have  dis- 
liked the  market  for  as  much  as  two 
years  now.  But  it's  still  snorting  away. 
They  feel  pretty  miserable,  if  you  want 
to  know.  But  (mostly,  and  significant- 
ly) they  are  undeterred. 

"Make  no  mistake  about  it,  we 
have  missed  an  opportunity,"  Dan 
Sullivan  wrote  recently  in  his  number- 
two-ranked  The  Chartist  (up  920% 
since  June  1980).  "However,  capital 
preservation  is  our  primary  concern 
and  in  our  opinion  the  overall  risk  at 
this  point  is  prohibitive." 

This  bull  market  also  is  getting  to 
be  a  bore  for  investment  letter  aficio- 
nados. For  it  is  bear  markets  (remem- 
ber bear  markets? )  rather  than  bull 
markets  that  give  investment  letters 
their  best  chance  to  show  what  they 


can  do.  Letters  are  not  afraid  to  rec- 
ommend selling  stocks  and  staying  in 
cash.  By  contrast,  brokers  and  money 
managers  are  reluctant  to  say  mean 
things  about  investment  banking  cli- 
ents or  to  say  things  that  might  turn 
off  action-hungry  investors. 

The  very  institutional  factors  that 
will  favor  investment  letters  in  a  bear 
market  also  make  them  particularly 
good  at  short-selling.  Although  it  has 
a  faintly  disreputable  aura,  short-sell- 
ing can  be  a  perfectly  legitimate  way 
for  investors  to  protect  themselves 
against  a  possible  bear  market.  Even  if 
you  remain  long  a  lot  of  stocks,  you 
can  hedge  your  bets  by  shorting 
stocks  with  less  favorable  prospects 
than  the  ones  you  own.  That,  in  fact, 
is  what  hedge  funds  do  for  a  living. 

In  theory,  hedging  works  like  this. 
A  portfolio  is  equally  divided  between 
stocks  sold  short  and  held  long.  As 
long  as  the  stocks  sold  short  do  worse 
than  the  stocks  held  long,  this  portfo- 


Value  Line/Zweig  shorts  versus  the  market 


Percentage  appreciation  or  loss 


Value  Line/Zweig  short  sales* 


20.1 


'90  '91  '92  '93  '94  6/95 

"Hypothetical  results  of  shorting  stocks  considered  bad  buys  by  Value  Line  and  Zweig  market  letters.  Source:  Hulbert  Financial  Digest 
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lio  will  show  a  profit  in  any  kind  c 
market — bull,    bear    or    flat.    Eve 
shorting  against  part  of  your  portfoli^ 
will  give  you  some  insurance  against 
market  crash. 

If  you  have  substantial  capital  gain 
in  your  portfolio,  you  can  hedge  then 
by  shorting  just  as  you  can  with  op. 
dons,  thus  insuring  against  a  marks 
decline  while  avoiding  the  tax  conse 
quences  of  realizing  your  gains  (see  p\ 
116).  But  unlike  with  options,  yoj 
won't  have  to  put  up  a  penny;  you  cat 
use  vour  long  position  as  collateral. 

Obviously,  shorting  is  dangerous* 
If  you  are  long,  you  can  lose  onh 
what  the  stock  cost.  If  you  are  short' 
the  loss  is  potentially  infinite,  be 
cause  there  is  no  upper  limit  to  the 
price  at  which  you  may  have  to  bu) 
back  the  stock.  So  do  it  carefully  anc 
judiciously. 

To  construct  a  list  of  possible — 
shorts,  we  have  turned  to  the  invest- 
ment letters  as  a  source.  Why  invest- 
ment letters?  Because  there's  evi- 
dence that  investment  letters  do  bet- 
ter with  their  short  recommendations 
than  with  their  long  recommenda- 
tions. Indeed,  in  the  remarkable  two-jff 
year  1989,90  period,  even'  one  of  the 
short-sale  portfolios  gleaned  from  in- 
vestment letters  followed  by  the  hfd 
outperformed  the  market. 


Is' 

il 

m 

3;r 


The  table  at  right  shows  all  stocks  that 
currently  are  in  Value  Line's  Group  Five 
and  Zweig's  Group  Nine  (Portfolio  One) 
or  Zweig's  Group  Eight  (Portfolio  Two). 
The  chart  at  left  reports  year-by-year  per- 
formance of  a  portfolio  constructed  from 
Portfolio  One  versus  buying  the  market 
and  shorting  the  market. 
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heap  insurance 

:  short-sale  candidates  from  Value  Line  and  Zweig 

Sales 
($mil) 

Market  value 
($mil) 

^trtrlf  nrirf* 

P/E 

Yield 

Business 

>ompany 

recent 

OlUlrv  pi  ILL 

52-week — 

/o 

high 

low 

'ortfolio  One 

fcuson 

$350.5 

$337.4 

11% 

18% 

10% 

24.7 

0.0% 

Medical  ultrasound  imaging  systems 

\nadarko  Petroleum 

482.5 

2.540.3 

43Ve 

56% 

35% 

NM 

0.7 

Oil  and  gas  exploration  and  production 

?G  Barry 

116.7 

92.2 

16% 

24% 

9% 

30.8 

0.0 

Slippers  and  comfort  footware 

Bombay 

317.5 

302.1 

81/4 

17% 

7% 

NM 

0.0 

Furniture  stores 

3urlington  Coat  Factory 

1,468.4 

426.7 

10% 

24% 

8% 

26.6 

0.0 

Off-price  apparel  stores 

Barter-Wallace 

664.8 

535.9 

10% 

24% 

9% 

NM 

1.5 

Drug  and  personal  care  products 

Charming  Shoppes 

1,272.7 

155.5 

4% 

10% 

4 

18.5 

1.9 

Women's  specialty  stores 

-hris-Craft  Industries 

481.4 

3.629.3 

35% 

40% 

32Vs 

19.6 

0.0 

TV  stations;  chemicals 

:ML  Group 

772.4 

169.4 

7% 

14% 

7 

NM 

1.3 

Exercise  equipment;  specialty  retailing 

Echo  Bay  Mines 

377.6 

1,086.0 

9% 

14 

8% 

NM 

0.8 

Gold  and  silver  mining 

Edison  Bros  Stores 

1.476.4 

344.3 

15% 

26% 

12 

28.4 

2.8 

Apparel  and  footware  stores 

Fruit  of  the  Loom 

2,297.8 

647.5 

21 

29% 

21 

30.9 

0.0 

Manufactures  underwear 

Hechinger 

2,449.6 

503.0 

7% 

16% 

7% 

NM 

2.2 

Home  improvement  centers 

Home  Shopping  Network 

1,126.5 

260.8 

7% 

13 

6% 

NM 

0.0 

Specialty  retailing  via  TV 

Intelligent  Electronics 

3.208.1 

279.7 

13V4 

23% 

7% 

57.6 

3.0 

Computer  stores 

Kellwood 

1,203.1 

298.6 

17% 

25% 

16% 

11.6 

3.5 

Manufactures  and  markets  apparel 

' 

Laclede  Gas 

523.9 

680.5 

19% 

23% 

18% 

16.5 

6.3 

Natural  gas  distributing 

Lands'  End 

992.1 

398.8 

15 

22% 

13 

16.1 

0.0 

Mail-order  apparel 

Fred  Meyer 

3,128.4 

1,833.0 

26% 

38% 

23% 

NM 

0.0 

General  merchandise  retailing 

i 

Noble  Affiliates 

350.1 

1.307.0 

261/8 

321/4 

21% 

NM 

0.6 

Oil  and  gas  exploration  and  production 

Overseas  Shipholding 

364.1 

728.9 

20% 

24% 

17% 

NM 

3.0 

Maritime  shipping 

• ' 

Phillips-Van  Heusen 

1.255.5 

389.9 

14% 

28% 

14 

13.2 

1.0 

Apparel  manufacturing  and  retailing 

Roadway  Services 

4,572.0 

1.894.9 

48% 

71% 

42 

NM 

2.9 

Trucking 

Savannah  Foods  & Inds 

1,074.4 

298.5 

11% 

14% 

9 

66.9 

0.9 

Refined  sugar 

Seagull  Energy 

408.1 

663.8 

18% 

28% 

15% 

NM 

0.0 

Natural  gas  exploration,  production 

Spiegel 

3.016.0 

185.8 

12% 

23% 

8% 

NM 

1.6 

Mail-order  apparel  and  merchandise 

-' 

Standard  Products 

872.4 

361.6 

21% 

31% 

18V2 

12  5 

3.1 

Rubber  and  plastic  transportation  equipment 

.-,;' 

Stan  home 

790.2 

622.4 

32% 

35% 

26% 

14.8 

3.3 

Household  and  collectible  items 

Stride  Rite 

523.9 

501.6 

10% 

16% 

10% 

25.3 

3.8 

Children's  shoes  manufacturing  and  retailing 

:: 

Sybase 

693.8 

1.958.9 

27% 

57 

19% 

29.5 

0.0 

Develops  database  management  software 

!.1l 

TJ  International 

618.9 

311.1 

18% 

25% 

14% 

NM 

1.2 

Prefab  wood  construction  joists 

i1 

TJX  Cos 

3,842.8 

950.3 

13% 

24% 

11% 

14.9 

4.3 

Off-price  specialty  stores 

:, 

Williams-Sonoma 

528.5 

513.3 

20% 

35% 

15% 

30.2 

0.0 

Retails  cooking  and  serving  equipment 

^ 

Portfolio  Two 

American  President  Cos 

$2,831.0 

$660.1 

241/8 

27% 

20% 

11.7 

1.7% 

Containerized  cargo  shipping 

AmSouth  Bancorp 

1,226.8 

1,973.9 

34 

34% 

25% 

15.2 

4.5 

Banking 

Bankers  Trust  NY 

5,172.0 

4.971.4 

63% 

74 

49% 

20.2 

6.3 

Banking 

Cablevision  Systems 

837.2 

813.8 

67% 

67% 

45% 

NM 

0.0 

Cable  TV 

Dayton  Hudson 

21,603.0 

5.177.1 

72% 

86% 

63% 

13.4 

2.4 

Department,  discount  and  specialty  stores 

j 

Fingerhut  Cos 

1,981.3 

709.9 

15% 

291/2 

10% 

18.3 

1.0 

Mail-order  retailing 

- 

Garan 

157.8 

84.9 

16% 

24% 

14% 

14.2 

4.8 

Manufacturing  of  knitted  and  woven  apparel 

Ideon  Group  190.5  289.4  10  21%  8% 

Kimberly-Clark  7.594.0  9,376.8  58%  60%  47 

Lechters  405.9  265.7  15%  19  12% 

Newmont  Mining  582.1  3,767.2  43%  46%  33% 

Nextel  Communications  120.8  1.960.2  18%  33%  9% 

JC  Penney  21,127.0  10.797.3  47%  54%  39% 

4  Southwestern  Energy  156.5  354.1  13%  17%  11% 


NM  2.0  Credit  card  enhancement  services 

18.5  3.1  Consumer  paper  products;  newsprint 

NM  0.0  Housewares,  kitchen  items 

69.4  1.1  Gold  mining  and  exploration 
NM  0.0  Mobile  communication  services 

11.8  4.0  Department  and  drug  stores;  mail-order  retailing 

18.5  1.7  Oil  and  gas  exploration,  production  and  distribution 


NM:  Not  meaningful. 

Sources.-  Market  Guide  database;  Value  Line  Database  Services  via  OneSource  Information  Services. 
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To  construct  a  list  of  short-sale 
candidates,  we  used  two  top-per- 
forming letters,  both  of  which  rank 
large  numbers  of  stocks  in  order  of 
their  desirability,  as  measured  by  pro- 
prietary combinations  of  technical 
and  fundamental  indicators.  The  let- 
ters: Value  Line  Investment  Survey 
and  Zweig  Performance  Ratings  Re- 
port. We  combined  Value  Line's  least 
desirable  category  (its  "Group  Five'1) 
with  the  short-sale  candidates  in  the 
Zweig  Performance  Ratings.  (  Value 
Line  does  not  explicitly  recommend 
shorts. )  Thus,  to  make  our  list,  a  stock 
had  to  meet  both  the  Value  Line  and 
Zweig  criteria. 

Occasionally,  there  was  no  overlap 
between  the  Zweig  Performance  Rat- 
ings shorts  and  Value  Line's  Group 
Five.  In  that  case,  we  used  the  overlap 
between  Value  Line's  Group  Five  and 
Zweig' s  least  desirable  Group  Nine 
category. 

Recent  experience  suggests  that 
selling  these  stocks  short  would  make 
an  excellent  hedge.  Since  1990  the 
dividend-reinvested  Wilshire  5000 
has  gained  83.3%.  In  contrast,  short- 
ing in  our  Value  Line/Zweig  combi- 
nation would  have  lost  you  just  1 .2%. 
Thus  it  represented  virtually  cost-free 
insurance  if  you  were  long  in  the 
market. 

Plus,  you  stand  to  gain  substantially 
if  the  market  does  decide  to  crash. 
Note  that  in  1990,  the  only  real  down 
year  of  the  last  six,  our  Value  Line/ 
Zweig  combination  gained  nearly  50% 
(see  chart,  p.  114).  And  in  that  year, 
the  market  lost  only  6.2%. 

Of  course,  you  can  get  gored  if  you 
short  into  the  horns  of  a  bull  market. 
That's  what  happened  to  our  Value 
Line/Zweig  combination  in  1991 
(down  46%  when  the  market  was  up 
34%)  and  again  in  this  vear  to  date 
(down  17%,  market  up' 20%).  But, 
hey,  how  long  can  the  bull  last?  A  little 
insurance  never  hurt  anyone. 

Currently  there  is  only  one  Zweig 
short  in  Value  Line's  Group  Five: 
Roadway  Services.  We  would  be  on 
the  point  of  investing  in  the  entire 
overlap  between  Zweigs  Group  Nine 
and  Value  Line's  Group  Five  (see 
Portfolio  One  in  table).  (Bonus:  since 
Zweig  often  picks  shorts  from  his 
Group  Eight,  we  include  its  overlaps 
with  Value  Line's  Group  Five  as 
well — Portfolio  Two. )  ■* 

116 


Crash  insurance 

Nervous  about  the  market  but  boxed  in  by  capital  gain 
taxes?  Get  an  index  put  option.  Here's  a  buyer's  guide. ! 


By  William  Baldwin 

Let  us  suppose  that  you  are  a  fairly 
conservative  investor  who  has  en- 
joved  some  terrific  gains  on  your 
stock  portfolio  over  the  past  13  years. 
You're  getting  nervous,  what  with  the 
market  having  quintupled,  but  if  you 


sell  vou  will  owe  the  tax  collectors 
good  one-fourth  of  your  capital.  Rel 
lax.  You  can  at  reasonable  cost  bu^l 
insurance  against  a  crash. 

Just  buy  index  put  options  on  thti 
Chicago  Board  Options  Exchanged 
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COMMUNITIES 


Business  investments  in  the  arts  help  to  build  the  communities  in  which 
business  operates.  These  investments  enable  businesses  to  enhance  the 
quality  of  life,  increase  economic  vitality  and  often  address  key  commun- 
ity concerns  such  as  education,  human  services  and  environmental  issues. 
Additionally,  businesses  that  support  the  arts  enhance  their  image,  for- 
ward strategic  goals  and  improve  the  personal  and  professional  lives  of 
their  employees  and  customers. 

FORBES  has  partnered  with  the  Business  Committee  for  the  Arts  to  cre- 
ate a  special  advertising  supplement — "Investing  in  the  Arts  is  an 
Investment  in  Our  Communities" — which  offers  your  company  a  unique 
opportunity  to  showcase  how  its  investments  in  the  arts  are  building  vibrant 
and  economically  strong  communities. 

This  FORBES  special  advertising  section  is  an  ideal  vehicle  to  reach 
individuals  important  to  your  business.  To  be  part  of  it,  please  call: 

Susan  D.  Toscani, 

Director,  Special  Section  Sales 

(212)  620-2269 

ISSUE  DATE:  NOVEMBER  6,  1995 
CLOSING  DATE:  AUGUST  28,  1995 


Business  Committee 
for  the  Arts,  Inc. 

ijjS  Broadway,  Suite  sio 
New  York,  NY 10019-1942 
212  664-0600  Fax  212  956-5980 
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What's  your  volatility? 
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Long-shot  put 
options  on 
the  S&P  500 
look  rather 
expensive, 
but  that  doesn't 
mean  they  are 
a  bad  buy. 


13 
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-15%  -12  -9-6-3  0 

How  far  the  option  is  out  of  the  money 

'Extrapolated  from  midpoints  of  bid/ask  spreads  on  July  1 1  for  December  puts  of  varying  strike 
prices  ranging  up  to  17%  below  index  value. 


Source:  Bloomberg  Financial  Services 

Options  can,  of  course,  be  used  for 
speculation.  But  they  can  also  be  used 
as  insurance.  If  catastrophe  strikes, 
the  insurance  limits  the  damage.  And 
for  a  lot  of  investors,  this  insurance  is 
much  cheaper  than  capital  gain  taxes. 

Consider  one  fairly  active  option 
contract,  the  put  on  the  Standard  & 
Poor's  500  index  that  expires  next 
March  and  has  a  strike  price  of  500.  If 
the  s&P  index  opens  next  Mar.  16 
below  500,  the  put  lands  in  the  mon- 
ey and  turns  into  cash.  If  the  market 
lands  above  500,  the  put  expires 
worthless— but  you've  had  nearly 
nine  months  of  insurance  and  have 
slept  better  at  night. 

There's  no  early  exercise  on  this 
particular  option.  But  you  can  always 
sell  it  before  expiration. 

Recently  this  put  was  trading  at  6V4. 
Multiply  by  $100  to  get  the  premium 
you  pay  for  each  option  contract: 
$625.  The  payoff,  if  any,  is  $100  times 
the  difference  between  the  index  on 
expiration  day  and  500. 

With  the  market  at  557,  a  12% 
correction  would  turn  your  $625  in- 
vestment into  $984 — pretty  much  a 
wash.  But  if  the  market  falls  20%, 
you'd  get  back  $5,440.  If  the  world 
ends,  you  get  $50,000  (on  paper). 

How  much  insurance  is  enough? 
For  a  $557,000  portfolio,  the  num- 
ber of  put  contracts  to  buy  would  be 
ten,  costing  $6,250.  That's  not  a 
pittance,  but  it  is  affordable.  You 
could  probably  cover  the  bill  with 


your  dividends;  if  the  options  expire 
worthless,  you  have  a  capital  loss  you 
can  apply  against  other  securities 
gains.  Too  expensive?  Depends  on 
how  nervous  you  are. 

Note  that  there  is  a  fairly  high 
deductible  on  this  insurance  policy. 
Assuming  your  stock  portfolio  tracks 
the  overall  market,  the  first  $57,000 
of  decline  would  come  out  of  your 
pocket.  After  that,  the  insurance 
would  cover  each  dollar  of  loss- — 
although,  of  course,  the  insurance 
wouldn't  pay  for  itself  unless  the  mar- 
ket was  below  494  next  March. 

As  with  collision  insurance,  so  with 
stock  market  puts:  You  can  opt  for  a 
smaller  deductible,  but  the  insurance 
gets  rather  expensive.  March  1996 
puts  with  a  strike  price  of  525,  pro- 
tecting your  $557,000  market  basket 
against  declines  below  $525,000, 
would  run  you  $9,750. 

Could  you  win  big  with 
options  like  these?  Yes, 
although  it's  a  long  shot. 
If  the  market  is  truly  a 
random  walk,  the  probability 
that  the  500  March  put  will 
even  end  in  the  money  is  only 
1  in  7.  But  maybe  you  don't 
think  the  market  is  random. 
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Could  you  win  big  with  options  lik 
these?  Yes,  although  it's  a  long  shot.  I 
the  market  is  truly  a  random  walk,  th 
probability  that  the  500  March  pu 
will  even  end  in  the  money,  much  les 
earn  back  its  premium,  is  only  1  in  7 
But  maybe  you  don't  think  the  mar 
ket  is  random.  You  think  stocks  ar< 
going  to  walk  right  back  to  a  mow 
normal  relation  to  earnings  and  divi 
dends.  If  you  think  that,  these  out-of 
the-money  puts  are  mighty  tempting. 

Since  1926  the  average  dividenc 
yield  on  the  stock  market  has  beer 
4.5%.  The  market  would  have  to  fal. 
44%  to  bring  its  yield,  now  2.5%,  up  tc 
par.  Prices  are  out  of  historical  line 
with  earnings,  too.  If  you  use  a  five- 
year  trailing  average  for  earnings,  cor- 
porations are  changing  hands  at  24 
times  their  earning  power.  The  aver 
age  multiple  is  14;  a  42%  market  crashf 
would  bring  the  multiple  back  in  line 

Considering  these  numbers,. 
you've  every  right  to  be  nervous,  even 
if  you  are  not  out-and-out  bearish. 

The  trouble  with  options,  of> 
course,  is  that  you  have  to  be  right 
about  both  the  market's  direction  and 
its  timing.  If  the  market  crashes  two 
days  after  your  put  options  expire, 
your  insurance  has  expired.  Or  what  if  I 
the  market  merely  drifts  down  gentlyv 
over  the  next  five  years  as  earnings  and 
dividends  move  up?  Then  your  March :m 
1996  puts  would  go  down  the  drain.  ^ 

The  options  pits  are  treacherous.  n§ 
Before  stepping  in,  you  had  better  li: 
know  something  about  what's  a  fair 
value  for  an  option  and  how  to  beat  Wi- 
the traders'  spreads. 

Your  starting  point  is  the  Black-  ? 
Scholes  option  valuation  formula,  in-  lrn 
vented  22  years  ago  by  two  profes-  |o»'< 
sors.  You  don't  have  to  understand  i;ou 
the  formula;  it's  programmed  into  >  L 
traders'  calculators  and  stock  quote  »*ola 
services  like  Bloomberg.  You  do  have  to 
to  understand  what  goes  into  it. 

For  any  given  strike  price  and  expi- 
ration date,  the  most  important  vari- 
able is  volatility.  In  a  volatile  market, 
options  are  valuable;  in  a  quiet  market 
they  are  likely  to  expire  worthless. 

The  S&P's  volatility  level  has  histori- 
cally been  something  like  14%.  This  is 
an  annualized  figure  corresponding 
to  daily  up-and-down  moves  of  just 
under  1%.  In  fact,  the  market  has  been 
unusually  sleepy  of  late;  annualized 
volatility  to  date  in   1995   is   10%. 
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The  famous  Black- 
Scholes  formula  for  valuing 
options  rests  on  the  as- 
sumption that  stock  price 
probabilities  fit  a  log- nor- 
mal pattern.  That  means 
that  if  you  plot  the 
chances  of  different  future 
stock  prices  on  a  ratio 
scale — in  which  $20  is 
equidistant  from  $10  and 
$40 — you  will  get  the  fa- 
miliar bell-shaped  curve 
of  statistics. 

It's  all  mathematically 
elegant.  But  is  it  true?  Al- 
most certainly  not. 

The  log-normal  curve 
was  taken  as  gospel  until 
one  freakish  day  in  1987. 
On  Oct.  19,  the  official  s&P 
500  index  fell  20%.  Not- 
ing that  a  lot  of  stocks 
didn't  even  trade  in  the 
final  moments  of  the  crash, 
Berkelev  Professor  Mark 


o 

eh 

id 
vmich  helps  make  options  fairly  aff- 
ordable today. 

You  can  plug  a  volatility  assump- 
on  into  a  calculator  and  have  an 
ption  price  come  out.  You  can  also 
'ork  the  formula  backwards.  Plug  in 
ie  price  that  the  floor  broker  is  ask- 
ig  for  the  put  option  you  want,  and 
ut  pops  a  volatility  assumption. 

Is  this  "implied  volatility"  on  the 
ligh  side  compared  with  that  of  other 
•prions  of  nearby  strike  prices  and 
xpiration  dates?  Then  the  option  is 
irobably  overpriced.  If  it  comes  out 
ower  than  neighboring  options, 
■ou're  probably  onto  a  bargain. 

Look  at  the  chart,  plotting  implied 
Volatilities  for  s&P  500  puts  expiring 

J  n  December  against  different  strike 
prices.  Note  that  the  implied  volatility 
reeps  up  as  you  move  the  strike  price 
urther  below  today's  S&P  500  index 
alue  (more  out  of  the  money,  that 

J  s).  We  don't  show  it,  but  all  these 
olatilities  would  be  a  bit  higher  for 
Vlarch  puts  and  a  bit  lower  for  puts 
bxpiring  in  $eptember. 

Does  this  mean  that  buyers  of  long- 
erm  catastrophe  insurance  are  being 
overcharged?  Maybe.  One  possible 
xplanation  for  the  volatility  creep  is 
»vhat  Mark  Rubinstein,  a  UC  Berke- 
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Rubinstein  estimates  that 
the  true  decline  was  at 
least  26%.  Given  the  mar- 
ket's average  daily  fluctu- 
ations, such  a  one-day 
move  should  be  scarce  in- 
deed, if  the  log-normal  the- 
ory is  correct.  To  wit, 
such  crashes  should  occur 
somewhat  less  often  than 
once  every  octogintillion 
years. 

Here's  a  more  likely  ex- 
planation: The  log-normal 
curve  simply  underesti- 
mates the  chances  of  big 
downward  moves.  Thus, 
if  the  Black-$choles  theory 
says  the  crash  puts  you 
want  to  buy  are  overpriced, 
take  it  with  a  grain  of  salt. 
They  may  be  a  very  fair  bet. 
In  short,  your  guess 
about  put  values  may  be 
just  as  good  as  Black- 
Scholes'.  -W.B.  mm 


ley  professor  and  leading  derivatives 
theorist,  calls  "crashophobia."  You 
aren't  the  only  Nervous  Nellie  in  the 
stock  market.  Plenty  of  other  inves- 
tors are  creating  demand  for  these 
puts.  $uppliers  are  reluctant,  mean- 
while, because  a  put  seller  (such  as 
Goldman,  $achs),  even  after  hedging 
away  its  risk,  ties  up  precious  trading 
capital.  This  is  especially  true  on  the 
puts  that  are  way  out  of  the  money. 

But  here's  another  equally  plausi- 
ble explanation:  The  Black-$choles 
option  formula  is  wrong.  It  underesti- 
mates the  chance  of  a  big  crash,  and 
thus  underestimates  the  value  of  a  far- 
out-of-the-money  put  (see  box). 

If  you  buy  a  crash  insurance 
put,  you  pay  a  bit  more  than 
its  fair  value.  But  not  a  lot 
more.  This  is  a  blackjack  game 
in  which  the  house  take  is 
very  small,  at  least  if  you 
play  your  cards  right.  Be 
wary  of  those  wide-open 
bid/ask  spreads. 


It  is  likely  that  both  of  these  phe- 
nomena are  at  work.  If  you  buy  a  crash 
insurance  put,  you  pay  a  bit  more  than 
its  fair  value.  But  not  a  lot  more.  This 
is  a  blackjack  game  in  which  the  house 
take  is  very  small,  at  least  if  you  play 
your  cards  right. 

Here's  how  to  play  those  cards. 

First,  work  with  a  broker  who  has  a 
good  quote  machine.  You  may  not 
even  be  able  to  find  your  chosen 
option  in  a  newspaper  table.  In  partic- 
ular, pay  attention  to  the  bid/ask 
spread  on  the  option  and  the  implied 
volatility  attached  to  each  of  those 
prices.  Be  wary  if  the  volatility  num- 
bers are  out  of  line. 

Next,  watch  out  for  rapacious 
bid/ask  spreads.  If  you  put  in  a  "mar- 
ket order,"  you're  almost  guaranteed 
to  pay  the  ask  price.  Don't  make  that 
mistake,  advises  Ralph  Edwards,  a 
trader  at  Weinberg  Capital  in  Garden 
City,  N.Y.  Put  in  a  limit  order — 
somewhere  inside  the  spread,  if  the 
spread  is  wide.  That  March  1996  500 
put,  for  example,  was  recently  quoted 
at  6  to  6%.  Try  buying  at  6V4. 

Make  your  limit  order  subject  to 
immediate  execution.  If  you  let  it  sit 
around  all  day,  you  could  easily  get 
stung  if  the  index  moves.  8ay  you  put 
in  an  open  limit  order  at  6Vi  when 
the  s&P  is  at  557.  A  few  hours  later, 
the  market  jumps  to  562 ,  lowering  the 
value  of  your  put  to  SV2.  Your  order  is 
an  invitation  to  be  robbed. 

Keep  your  transaction  costs  low  by 
going  for  fairly  long  term  options.  If 
you  are  going  to  be  buying  insurance 
until  the  stock  market  gets  cheap 
again,  you  may  be  buying  for  years, 
and  you  don't  want  to  be  placing 
trades  every  two  months. 

Commissions  won't  be  too  bad — 
$99  on  ten  contracts  at  6lA  from 
$chwab,  $196  at  Merrill  Lynch.  Taxes 
are  tricky.  Profits  and  losses  on  these 
index  options  are  treated  as  60%  long 
term,  40%  short  term,  no  matter  how 
long  you  hold  them.  They  are  also 
marked  to  market  every  Dec.  31, 
meaning  you  may  have  to  pay  tax  on 
purely  paper  profits. 

Want  to  know  more?  The  Chicago 
Board  Options  Exchange  (800-678- 
4667)  distributes  several  free  pam- 
phlets, including  "Taxes  and  invest- 
ing" (48  pages)  and  "Index  options 
for  investment  management"  (36 
pages).  IM 
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Insider  buys 

What's  better  than  a  growing  company? 
A  growing  company  with  a  shrinking 
supply  of  stock.  That's  the  house  specialty 
at  Warburg  Pincus  Capital  Appreciation  Fund, 


Lots  OF  mutual  fund  managers  say 
they  look  for  companies  with  good 
management,  but  George  Wyper 
keeps  dropping  a  slightly  different 
phrase:  "good  capital  management.'" 
Wyper,  39,  comanages  the  $220  mil- 
lion Warburg  Pincus  Capital  Appreci- 
ation Fund  in  New  York  City. 

Good  management  can  be  lots  of 
things — marketing  skill,  motivational 
fire,  a  master)'  of  manufacturing. 
Good  capital  management,  explains 
Wyper,  is  the  art  of  deploying  capital 
skillfully.  Should  the  company  invest 
in  new  plants?  Or  would  the  money  be 
better  spent  on  paying  down  debt  or 
for  buying  other  companies  or  maybe 
for  buying  in  its  own  stock?  When  a 
company  has  a  dollar  to  invest,  how 
well  it  makes  this  choice  is  what  distin- 
guishes good  capital  management 
from  mediocre. 

Wyper  learned  about  capital  man- 
agement from  one  of  the  best.  From 
1987  to  last  summer  he  worked  for 
John  Byrne  at  Fireman's  Fund  and  its 
successors,  Fund  American  Enter- 
prises and  White  River  Corp.  Byrne  is 
the  capital  management  mastermind 
who  in  the  1970s  rescued  Govern- 
ment Fmiployees  Insurance  Co. 
(Gcico),  one  of  Warren  Buffett's 
greatest  investment  scores.  Then  in 
the  1980s  and  1990s  Byrne  bought 
back  millions  of  shares  of  Fund  Amer- 
ican (which  owned  Fireman's  Fund 
until  1990),  dramatically  boosting  its 
earnings  per  share. 

Wyper  was  lucky  having  Byrne  as  his 
mentor.  As  Buffett  told  Forbhs  in 
1989:  "There  are  only  two  insurance 
companies  that  have  people  who  are 
demonstrably  superior  in  the  invest- 
ment arena,  and  that's  Fireman's  Fund 
and  Geico."  Wyper  became  Byrne's 


chief  investment  officer  in  1990. 

What  he  learned  there,  in  his  words, 
was:  "The  best  capital  management 
combines  share  repurchases  with  a 
reallocation  of  cash  into  the  compa- 
ny's best  businesses  for  the  benefit  of 
the  shareholders."  Adds  Byrne: 
"George  looks  for  companies  trading 
at  a  discount  to  intrinsic  value,  which, 
if  they  have  excess  capital,  return  it  to 
the  shareholders  in  an  advantageous 
manner.  Of  course,  this  is  easy  to  say, 
but  hard  to  do." 

Example:  Hercules,  Inc.,  the  Wil- 
mington, Del.  chemicals  outfit.  Thom- 
as Gossage,  who  became  chief  executive 
in  1991,  has  sold  oft"  more  than  $1 
billion  in  ancillary  businesses  and  used 
much  of  the  proceeds  to  buy  back  30 
million  shares,  or  more  than  20%,  of 
Hercules  common  stock.  In  that  time 
he  has  tripled  the  earnings  per  share;  the 
stock  price  has  quadrupled. 

Applying  this  principle  to  mutual 
fund  management,  Wyper  and  his  co- 
manager,  Susan  Black,  have  more  than 
a  third  of  the  portfolio  in  stocks  with 
big  buyback  programs.  The  coman- 
agers,  who  took  the  fund  over  late  last 
year,  emphasize  that  a  big  share  buy- 
back  is  not  enough  to  get  them  to  like  a 
stock,  but  it  is  the  icing  on  the  cake 
when  everything  else  is  right. 

The  two  managers  do  a  tag- team 
recital  of  qualities  they  seek  that,  un- 
surprisingly, sounds  very  Buffett-like: 
"A  good,  sustainable  business  with 
great  managers,"  begins  Wyper. 
"And  solid  franchise  value,"  adds 
Black.  "And  excess  cash  flow,"  con- 
tinues Wyper.  He  then  adds:  "The 
time  to  buy  is  at  the  point  in  a  compa- 
ny's life  cycle  when  these  qualities 
become  obscured." 

A  "value-obscured"  pick  for  the 


Warburg  Pincus 
Capital  Appreciation 
comanagers 
Susan  Black  and 
George  Wyper 
They're  more 
likely  to  want 
a  company's 
shares  if 
the  company 
wants  them,  too. 


Warburg  Pincus  fund:  paper  giant 
Champion  International,  in  which 
both  Buffett  and  Laurence  Tisch  have 
been  shareholders.  Since  1986 
Champion  has  sunk  $6  billion  into  its 
factories.  The  market  thinks  the  cycli- 
cal paper  industry  is  heading  for  the 
dumps  again,  but  Wyper  expects 
Champion  to  shine.  "With  their  capi- 
tal spending  needs  behind  them 
now,"  he  says,  "they'll  gush  cash  over' 
the  next  few  vears." 
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Wyper  thinks  Champion  chief  An  - 
rew  Sigler — "who  has  not  been  very 
hareholder-oriented  to  date" — 
/ants  to  go  out  on  a  high  note  before 
etiring  in  a  year  or  two.  He  guesses 
figler  will  use  some  of  Champion's 
5600  million  in  annual  cash  flow  left 
>ver  after  capital  spending  for  a  buy- 
>ack  of  up  to  20  million  shares  of 
ommon  stock  over  the  next  three  to 
bur  years.  Wyper  started  buying  in 
Vlay  at  around  46. 
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Other  Wyper  picks:  Reebok  Inter- 
national, Leucadia  National  and 
Avery  Dennison  Corp.  He  estimates 
that  the  shoe  company  will  earn  $2.80 
per  share  this  year  and  will  put  much 
of  that  toward  a  share  buyback. 

Leucadia  (see  Streetwalker,  p.  125) 
is  a  grab  bag  of  formerly  wobbly 
financial  businesses  such  as  the  old 
Baldwin-United  insurance,  the  Home- 
Fed  thrift  of  California  and  Colonial 
Penn  Insurance.  It's  not  buying  back 


much  stock,  but  Leucadia  has  as  much 
as  $  1  billion  in  tax-loss  carryforwards  to 
shelter  its  earnings. 

"Avery  Dennison,"  says  Wyper,  "is 
a  boring  company  with  a  great  global 
franchise  in  those  little  colored  labels 
and  stickers."  Earnings  per  share  have 
nearly  doubled  since  1991,  and  the 
company  has  bought  back  16%  of  its 
common  shares  since  then. 

Wyper's  partner,  Black,  a  55-year- 
old  former  stock  analyst  at  Drexel 
Burnham  Lambert,  likes  buybacks, 
too,  but  her  approach  is  slightly  dif- 
ferent from  Wyper's.  "More  so  than 
George,"  she  says,  "I  will  pay  slightly 
elevated  multiples  for  businesses  with 
attractive  earnings  growth." 

Linear  Technology  Corp.  is  a  mak- 
er of  integrated  circuits  whose  per- 
share  earnings  have  shot  from  48 
cents  in  fiscal  1991  to  $1.51  in  1994. 
Black  thinks  it  will  earn  $2.20  this 
year.  The  stock  is  trading  at  31  times 
this  estimate.  The  company  has  $221 
million  in  cash — 78%  of  its  current 
assets.  "We're  eager  to  see  what 
they'll  do  with  the  cash,"  says  Black. 
Could  the  company  invest  it  to  earn 
the  same  outsize  return  it  is  earning 
on  equity  overall  (31%)?  Probably 
not,  but  it  can  certainly  do  better  than 
earn  4%  aftertax  in  Treasury  bills. 

Alco  Standard,  an  office  products 
and  paper  outfit,  is  putting  its  cash  to 
work  buying  small  office  supply  shops 
and  expanding  its  color  copier  busi- 
ness. No  buyback  here,  but  Black  likes 
this  particular  deployment  of  capital 
and  thinks  earnings  will  grow  at  least 
20%,  while  the  stock  sells  at  17  times 
her  estimate  of  next  year's  earnings. 

Under  new  Chief  Executive  Albert 
Dunlap,  Scott  Paper  is  selling  unrelated 
businesses,  investing  heavily  in  new 
plant  and  equipment,  and  buying  back 
millions  of  snares.  Black  thinks  earnings 
will  be  up  22%  next  year,  yet  the  stock 
trades  at  13  times  her  earnings  estimate. 

How  well  are  Wyper  and  Black 
doing?  Too  early  to  tell.  Warburg 
Pincus  Capital  Appreciation  has  a 
middling  five-year  average  annual  re- 
turn of  10% — a  bit  less  than  the  mar- 
ket's, but  Wyper  and  Black  have  been 
running  the  fund  less  than  a  year. 
Since  the  beginning  of  1995  Black 
and  Wyper  have  matched  the  market. 
Their  no-load  fund  has  reasonable 
annual  operating  expenses  of  1.05% 
of  assets.  -J.Z.  M 
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OWN  YOUR  OWN  RANCH  IP 
THE  COLORADO  ROCKIES 


It 


Forbes  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,000. 
We  provide  full  financing  and  buyer  protection.   If  you've  ever  dreamed  of  owning  your  own  pie« 
the  Rockies,  now  is  the  time  to  act.   This  property  can  provide  you  with  a  perfect  base  for  vacati 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.    For  1 
information  without  obligation, 

Call  1-800-FORBES-5.    Outside  the  U.S.  (719)  379-3263. 
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IE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


e  rally  in  technology  stocks  is 
eing  driven  by  optimistic  earnings 
orecasts.  For  example,  the  ibes  ser- 
ice  reports  that  analysts  expect  com- 
uter  software  companies  to  show  a 
4%  gain  in  earnings  in  1995  and  a 
irther  35%  increase  next  year. 

The  lofty  expectations  have  attract- 
d  the  attention  of  short-sellers  such 
s  Michael  Murphy,  publisher  of  the 

verpriced  Stock  Service  newsletter. 
4urphy's  current  thinking:  Stocks 
lat  have  appreciated  the  most  are 
le  ones  that  have  furthest  to  fall. 

mong  the  technology  stocks  on 
lurphy's  list  of  candidates  for  short- 

g  are  Advanced  Micro  Devices, 
lotorola,  Novell  and  Bay  Networks, 
mother  "grossly  overpriced"  stock, 
ccording  to  Murphy,  is  America 
)nline,  the  information  service  com- 
any,  which  sells  for  119  times  esti- 
lated  1995  earnings. 


The  overall  market 


Special  focus 


The  oil  market  was  rallying  until  late 
June,  when  OPEC  acknowledged  that  it 
now  lacks  much  influence  to  set  world 
oil  prices.  Nonetheless,  at  a  recent 
SI  7.33  a  barrel,  the  price  of  oil  is  well 
above  the  lows  set  in  1994.  These  eight 
oil  and  gas  producers'  stocks  yield  at 
least  a  full  percentage  point  more  than 
the  market's  yield  of  2.2%. 


Crude  awakening 


Company 

Recent 
price 

Current 
yield 

Amoco 

67i/2 

3.6% 

Atlantic  Richfield 

113i/8 

4.9 

Chevron 

48 

3.9 

Exxon 

715/8 

4.2 

Mobil 

97 

3.8 

Phillips  Petroleum 

345/a 

3.5 

Texaco 

655/8 

4.9 

USX-Marathon  Group 

19/8 

3.5 

Source:  Market  Guide  via  OneSource  Information  Services 
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The  Barra  All-US  price  index  as  of  7/7/95 

Market  value:  $6,587.3  billion 

P/E:  20.6 

P/E  minus  negative  EPS:  17.1 

Price/book:  2.9 

Yield:  2.2% 


12-month  closeup 
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Closeup  on  the  market 


Index  or  investment 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 

1.9% 

Hfc_l 

22.0% 

0.0% 

S&P/Barra  Growth  index 

0.8 

■ 

31.2 

0.0 

S&P/Barra  Value  index' 

2.0 

■■i 

23.0 

268 

0.0 
0.0 

Dow  Jones  industrials 

2.5 

1 

S&P  500 

1.2 

■ 

23.8 

0.0 

NYSE 

1.2 

■1 

20.0 

0.0 

Nasdaq 

3.3 

37.1 
18.7 

0.0 
0.0 

Antra 

2.4 

■B__J 

EAFE3 

1.9 
-2.8 

-1.2 

2.9 

-1.5 

"f— 

4.5 

-1.4 

CRB  futures  index45 

1.2 

-5.7 

Gold  5(Comex  spot) 

Yen!(per$US) 

Oil  5(W  Texas  Intermediate) 

0.5 
-11.5 
-11.9 

-7.4 
-42.8 
-58.3 

The  best  and  worst  performing  stocks 


Best 

Price 

2-week 
change 

1995 
EPS8 

Worst 

Price 

2-week 
change 

1995 
EPS6 

Boca  Research 

27  3/4 

61% 

$1.04 

ParcPlace  Systems 

8 

-42% 

$0.39 

CSF  Holdings 

37  3/4 

53 

2.63 

Sensormatic  Electronics 

23 

-37 

1.41 
1.44 
0.94 
1.13 

7th  Level 

141/4 

44 

-0.71 

Bon-Ton  Stores 

71/8 

-35 

CopyTele 

Id/8 

37 

NA 

Coram  Healthcare 

125/8 

-32 
-32 

CCH 

213/4 

34 

0.97 

Coventry 

153/4 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Iron  &  steel 

16.0% 

8.7% 

Cosmetics 

-7.9% 

15.2% 

Aluminum 

14.6 

23.3 

Healthcare 

-7.2 

11.5 

Misc  mining  metals 
Forest  products 

14.2 
7.6 

6.1 
13.6 

Pharmaceuticals 
Beverages 

-3.8 
-3.4 

20.1 
27.6 
25.3 

Railroads 

7.4 

25.7 

Hotels,  restaurants 

-3.2 

ote:  Data  for  period  ending  7/7/95.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
larkets.  ADRs,  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
•owth.  2Total  return  of  more  than  300'large-capitalization  stocks  characterized  by  low  pnee-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted  index  of  more 
an  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder  Financial  Publishing. 
Estimate.  Source:  IBES  Inc. 7  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions 
two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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NEW  ISSUES  REVIEW 


The  biggest  new  issues1 


Company/business  Exchange 

PMI  Group/private  mortgage  insurance  n 

Borders  Group/book  superstores  n 

MobileMedia/telecom  &  paging  svcs  o 

Trump  Hotels  &  Casino  Resorts/hotels  &  casinos  n 

AmeriSource  Health/pharmaceutical  wholesaler  o 

Global  DirectMail/specialty  retailing  n 

Boise  Cascade  Office  Products/office  prods  n 
Diamond  Multimedia  Sys/computer  video  &  sound  cards    o 

Sinclair  Broadcast  Group/television  stations  o 

American  Oncology  Resources/medical  mgmt  svcs  o 


Offer 
date 


Offer 
price 


6/30/95 

price 


Offering 
($mil) 


Lead 
underwriter 


Performance  to  date 
absolute     rel  to  mkt 


Performance  update 


BY  SCOn  DECARLO 


After  a  sluggish  first  quarter,  the  new 
issues  market  joined  Wall  Street's 
rally.  In  the  quarter  ended  June  30, 
120  firms  went  public,  raising  $6.1 
billion  in  capital.  According  to  Secu- 
rities Data  Co.,  40%  of  the  second 
quarter's  new  issues  were  priced 
above  their  initial  filing  range. 

The  tally  for  the  first  half  of  1995: 
194  initial  public  offerings  and  $10.3 
billion  in  equity  capital,  versus  283 
ipos  and  $10.1  billion  in  the  first  half 
of  1994. 

Technology  remains  the  hot  sector: 
Nearly  one-fifth  of  the  capital  raised 
in  the  first  half  of  this  year  was  for 
technology  companies.  Two  of  the 
second  quarter's  hottest  IPOs  were 
Premisys  Communications,  a  tele- 
communications company,  with  a 
304%  gain  since  its  April  ipo,  and 
Uunet  Technologies,  which  provides 
Internet  services  and  has  more  than 
doubled  since  its  offering. 

Looking  ahead,  Renaissance  Capi- 
tal, an  institutional  research  firm 
based  in  Greenwich,  Conn.,  reports 
there  are  80  deals  in  registration  in 
the  ipo  pipeline. 

Unless  a  sharp  correction  puts  a 
damper  on  the  stock  market,  the 
second  half  of  this  year  could  well 
prove  to  be  a  record-breaker  for  equity 
underwriters. 


4/10/95 

34 

433/8 

$731 

Goldman  Sachs 

28% 

119 

5/24/95 

14'/2 

14'/2 

521 

Goldman  Sachs 

0 

97 

6/29/95 

18'/2 

20>/2 

148 

Lehman  Brothers 

11 

111 

6/7/95 

14 

133/8 

140 

DLJ 

-4 

93 

4/4/95 

21 

22  V„ 

139 

DLJ 

9 

101 

6/27/95 

17'/2 

25 
17 
21 
21 

193/4 

126 

DLJ 

13 

112 

4/6/95 

22  V4 

116 

Goldman  Sachs 
Montgomery  Sees 
Smith  Barney 
Alex  Brown  &  Sons 

-11 
21 
33 
32 

83 

4/12/95 

6/7/95 

6/13/95 

20V2 

28 
273/4 

111 
105 
100 

112 
130 
130 

The  best  new  issues1 


Company/business 

Premisys  Communications/telecomm  prods 

ArcSys/software 

VideoServer/multimedia  equip  &  software 

StorMedia/hard-drive  platters 

Uunet  Technologies/Internet  svcs 


The  worst  new  issues1 


Offer 
price 

16 
13 
17 
16 
14 


Offering 
($mil) 

$32 
31 

45 
40 
66 


Lead 
underwriter 

Goldman  Sachs 
Morgan  Stanley 
Goldman  Sachs 
Morgan  Stanley 
Goldman  Sachs 


Performance  to  date 
absolute      rel  to  mkt2 


304% 

162 

129 

97 

96 


374 

257 
223 
188 

191 
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Company/business 

Shared  Tech  Cellular/cellular  telephone  svcs 

Intrav/travel  svcs 

HighwayMaster  Comm/cellular  telephone  svcs 

Mustang  Software/software 

OraVax/pharmaceuticals 


The  most  active  investment  bankers  Industries  going  public 


Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute     rel  to  mkt2 

5'/4 

$5 

HJ  Meyers 

-31% 

64 

10 '/2 

16 

Kemper  Sees 

-29 

68 

193/4 
6'/2 

10 

79 

8 

23 

Merrill  Lynch 
Cruttenden  Roth 
DLJ 

-23 
-19 
-16 

78 
75 
82 

Underwriter 

Goldman  Sachs 

DU 

Morgan  Stanley 

Smith  Barney 

Alex  Brown  &  Sons 


Total 
offerings 

22 

19 

15 

18 

20 


Total  raised 
($mil) 

$3,312 

1,660 

1,217 

1,116 

763 


Industry 

Manufacturing 

Services 

Retailing 

Broadcasting  &  telecomm 

Insurance 


Total 
offerings 

165 

89 

23 

22 

6 


Total  raised 
($mil) 

$6,625 

2,311 

2,071 

1,090 

726 


Note:  This  report  covers  initial  public  offerings  of  common  equities  with  offering  dates  of  4/1/95  to  6/30/95,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million  or 
more.  Closed-end  funds,  limited  partnerships  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and  spinoffs. 
'Last  quarter.  ;The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  3Latest  12  months.  Source:  Securities  Data  Co. 
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STREETWALKER 


cDITED  BY  RIVA  ATLAS 


jiother  Warren  Buffett? 

xvsh-listed  Leucadia  National 
orp.  (LUK),  run  by  Ian  dimming 
id  Joseph  Steinberg,  the  next 
erkshire  Hathaway? 

"Leucadia's  similar  to  the  Berk- 
lire  Hathaway  often  years  ago,"  says 
ruce  Berkowitz,  a  director  at 
nith  Barney  Investment  Advisors, 
hich  owns  4%  of  the  stock. 

Where's  the  similarity  to  Warren 
uffett's  outfit?  Both  companies  have 

their  core  an  insurance  company 
lat  uses  its  assets  to  place  big  invest- 
lent  bets.  Leucadia's  bets,  howev- 
-,  are  less  blue  chip  than  Berkshire's. 

Seucadia  recently  bought  7%  of 
ockefeller  Center  Properties,  the 
eit  that  owns  the  mortgage  to  the 
imed  Manhattan  property.  This 
rock  is  so  dicey  several  other  vulture 
westors  have  looked  at  it  and  passed. 

But  Leucadia  loyalists  like 
ierkowitz  believe  the  $1.4  billion 
1994  sales)  firm  will  add  Rockefel- 
:r  Center  to  its  list  of  successful  turn- 
rounds.  Among  the  most  promi- 
ent  was  its  1986  purchase  of  then- 
ankrupt  conglomerate  Balclwin- 
Jnited.  More  recently,  it  bought 
■Colonial  Penn  Group  at  a  $263  mil- 
I  Ion  discount  from  book  value,  and 
'•IK  Gold  from  Morrison  Knudsen. 

Speculative  investments  like 
hese  have  boosted  Leucadia's  stock 
»rice,  adjusted  for  splits,  over  300- 
bld  in  16  years — from  16  cents  to 
>52.  Its  shares  are  up  $6  since  the 
lockefeller  investment  was  disclosed. 
At  its  recent  price,  Leucadia  com- 
nands  a  premium  of  58%  over  book 
'alue.  But  that's  low  compared  with 
■  Berkshire's  117%  premium — and 
Bow,  too,  says  Berkowitz,  compared 
vith  the  rate  of  return  Leucadia  has 
?een  earning  by  investing  the  $1.6 
million  reserves  at  its  insurance  subsid- 
aries.  One  caveat:  Leucadia's  28 
Tiillion  shares  are  thinly  traded,  so  it 
doesn't  take  much  to  cause  a  short  - 
:erm  spike  in  the  stock. 

George  Soros'  hedge 

IT'S  BEEN  A  TOUGH  YEAR  thus  far  for 

George  $oros'  Quantum  Fund — 
again.  Last  year  his  flagship  fund 
was  up  by  just  4%,  and  in  the  power- 
Forbes  ■  July  31,  1995 


fully  rising  1995  market,  Quantum 
is  down  6%  as  of  the  end  of  June.  One 
factor:  Earlier  this  year  Quantum 
was  on  the  wrong  side  of  the  dollar's 
steady  decline.  Large  hedge  funds 
like  Quantum — which  has  $4  billion 
under  management — have  been 
struggling  to  find  investments  that  are 
attractive  enough  to  absorb  all  of 
their  cash. 

Happily  for  the  flamboyant 
Soros,  another  of  his  funds  has  done 
much  better.  During  Quantum's  fat 


Fund  manager  George  Soros 
Fortunately,  there's  Quota  Fund. 


years  in  the  early  1990s,  Soros  spun 
off  $1  billion  of  its  assets  to  set  up 
three  new  hedge  funds.  One  of  these, 
the  Quota  Fund,  is  up  25%  through 
June.  That's  one  of  the  best  returns  of 
any  of  the  so-called  macro  hedge 
funds — whose  charters  permit  them 
to  invest  in  any  financial  instrument 
of  their  choosing  worldwide.  Appar- 
ently Quota  placed  well-timed  bets 
in  the  bond  markets,  particularly  in 
Japan  and  the  U.S. 


On  the  way  up 


Company 

Coupon 

Maturity 

Price 

Spread 

to 
Trebsurys 

Yield 

to 
worst* 

American  Standard 

1!%% 

5/15/04 

$109.75 

281 

8.5% 

Federated  Dept  Strs 

10 

2/15/01 

108.00 

225 

8.2 

Lear  Seating 

11V4 

7/15/00 

105.00 

298 

8.5 

Noble  Drilling 

Wa 

10/1/03 

102.25 

297 

8.9 

OrNda  HealthCorp 

ll3/a 

8/15/04 

109.00 

370 

9.6 

'Represents  the  lowest  possible  yield 

depending  or 

when  the 

jond  matures  or  is  called. 

Source:  Salomon  Brother 

Fortunately  for  Soros,  he  person- 
ally owns  a  stake  in  Quota  as  well  as 
Quantum.  Apart  from  the  stakes, 
those  management  fees  will  still  be 
rolling  in. 

Beating  the  rating  agencies 

In  one  sense  there's  no  such  thing 
as  a  permanent  junk  bond,  for  high- 
quality  debt  has  a  way  of  deteriorat- 
ing with  changes  in  the  economy,  and 
low-quality  debt  a  way  of  improving 
with  the  fortunes  of  the  issuing  com- 
pany. Salomon  Brothers  bond  ana- 
lyst Frederick  Taylor  thinks  his  clients 
can  make  money  by  keeping  tabs  on 
companies  whose  securities  are  likely 
to  be  upgraded. 

s&p's  and  Moody's  are  notori- 
ously slow  to  change  their  ratings,  but 
when  they  do  (and  this  will  surprise 
those  who  believe  markets  are  effi- 
cient) the  affected  bonds  immedi- 
ately rise  significantly  in  price.  Better- 
quality  junk — rated  BB  by  Standard 
&  Poor's — tends  to  trade  anywhere 
from  250  to  350  basis  points  above 
Treasurys,  but  once  the  same  bonds 
are  upgraded  to  BBB-,  or  invest- 
ment grade,  they  sell  for  just  1 50 
points  or  less  above  Treasury  yields. 
This  can  involve  a  swing  of  as  much  as 
10%  in  the  price  of  the  bonds  as  they 
become  more  eligible  for  funds  that 
only  invest  in  high-grade  securities. 

Salomon  Brothers  has  prepared  a 
list  of  the  most  likely  candidates  for  an 
upgrade  over  the  next  two  years. 
Some  appear  in  the  table  below. 

Beware  of  Bear  Cubs 

Leave  it  to  Wall  Street  to  figure  out 
novel  ways  to  cash  in  on  a  trend.  Take- 
overs are  hot  again,  so  Bear,  Stearns 


These  bonds' 
issuers  have 
benefited  from 
an  improving 
economy. 
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HOT  &  COOL 

PLACES  TO  GO 

A  DISPLAY  ADVERTISING  SECTION 

FOR  TRAVEL  ADVERTISERS- 

A  way  to  reach  those  who  safari  in  Africa,  ski  in  Tahoe,  sightsee  in 
Rome,  raft  in  Costa  Rica,  sunbathe  in  Antigua,  hike  in  the  Himalayas 
and  cruise  to  Antartica . . . 

HOT&  COOL  PUCES  TO  GO 

Don't  miss  this  upcoming  section  in  FORBES  FYI. 

Coll  Linda  loren:  (212)  620-2440;  or  Fox  (212)  620-2472 


DO 

Copper 
Bracelets 
Cure 
VArthritis? 


Give  Us  A  Ring. 


A 


Before  you  recommend  an  unproven  remedy  ^"—^ 
for  arthritis  to  a  friend  or  family  member,  £  W 
care  enough  to  find  out  more.  ARTHRITIS 

Contact  your  local  chapter  or  call: 
1-800-283-7800. 


FOUNDATION® 

Your  Source 
for  Help  and  Hope  ® 


is  pitching  at  least  $10  million  worti 
of  a  derivative  called  cubs — Cus- 
tomized Upside  Basket  Securities. 

A  CUBS  is  an  equally  weighted 
portfolio  of  23  possible  takeover  tar- 
gets, like  H.J.  Heinz  and  Mesa.  Each 
CUBS  is  priced  at  $10;  the  proceeds  \vi 
be  distributed  in  July  1998.  Bear, 
Stearns  gets  10%  of  any  gains  but 
promises  to  repay  $9  even  if  the 
stocks  fall  over  10%.  The  idea  is:  limits 
downside,  virtually  unlimited  upside. 

Streetwalker  thinks  die  idea  stinks, 
but  we  see  what's  in  it  for  the  sponsoi 
Bear,  Stearns  can  use  the  proceeds 
for  its  own  purposes  and,  presumably 
covers  itself  with  cheap  call  options 
on  the  stocks.  It  amounts  to  this:  the 
firm  gets  a  $10  million  loan,  virtually  '; 
interest-free,  and  must  repay  only  $9    ■ 
million.  If  the  stocks  go  up,  the  bro- 
ker's 10%  cut  probably  covers  the  op- 1 
tions'  cost.  If  any  of  the  stocks  are 
taken  over  for  cash,  it  keeps  the  cash 
until  July  1998,  paying  the  CUBS 
holder  interest  based  on  Libor.  Nor 
does  the  cubs  holder  get  dividends. 

Adding  insult  to  injury,  if  the 
cubs  do  profit  the  holders,  gains  are 
taxed  as  ordinary  income,  not  capi- 
tal gains.  -Matthew  $chifri> 

Wheels  within  wheels 

Cast  aluminum  auto  wheels  aren't 
everybody's  idea  of  an  exciting  prod- 
uct, but  Kemper  Securities  analyst  E. 
Jane  Sinnema  likes  Superior  Industries, 
the  $545  million  (estimated  1995 
sales)  Van  Nuys,  Calif-based  company. 

This  may  surprise  you:  Cast  alumi- 
num wheels  (over  90%  of  Superior's 
sales)  will  be  on  over  40%  of  new 
cars,  vans  and  light  pickup  trucks  sold 
in  North  America  in  1995,  up  from 
198 l's  4%.  Aluminum  wheels  are  30% 
lighter  than  steel  wheels,  provide 
easier  road  handling  and  are  a  relatively 
inexpensive  way  to  jazz  up  a  vehicle. 

Superior  has  roughly  40%  of  the 
ohm  market  for  cast  aluminum  wheels 
in  North  America,  supplying  Ford, 
GM,  Chrysler  and  Japanese  trans- 
plants. It  just  signed  on  Jaguar  in 
Europe  and  BMW's  new  U.S.  plant. 
New  product:  chrome-plated  alu- 
minum wheels.  Sinnema  expects  Su- 
perior, recently  selling  on  the  NYSE 
at  34%,  to  earn  $2. 1 5  a  share  this  year, 
up  16%.  She  rates  Superior  as  a 
strong  buy.  -Thomas  Jaffe  Ml 
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We  have  ax  early  warninx;  system  for  tropi- 
cal storms  with  names  like  Alma  and  Bruce.  The 
early  warning  gives  people  time  to  get  ready. 
Nothing  like  that  exists  for  the  stock  market. 

What  do  you  do  if,  like  me,  you  sense  a 
market  storm  brewing?  You  can  sell  all  of  your 
stocks  and  sit  with  cash.  But  the  tax  conse- 
quences of  going  to  cash  would  be  too  costly. 
You  can  buy  defensive  stocks,  say  consumer 
nondurables,  such  as  Colgate,  or  you  can  con- 
centrate in  stocks  like  utilities  that  profit  when 
interest  rates  drop. 

But  what  if  you  are  in  the  market  for  the 
long  pull?  Must  you  sit  there  and  watch  your  net 
worth  dwindle?  Are  there  any  sensible  ways  for 
an  investor  to  hedge  against  a  down  market? 

I  called  William  Byers,  a  managing  director 
with  the  Bear,  Stearns  Commodity  Futures  De- 
partment. He's  also  my  broker.  He  explained 
that  there  are  two  basic  ways  to  hedge: 

1 )  You  can  sell  calls  against  long  stock 
positions. 

2)  You  can  sell  index  futures  or  buy  puts. 
In  the  first  case — selling  calls  against  your 

long  positions — you  pocket  the  cash  from  sell- 
ing the  call  option.  If  you  are  correct  about  the 
market's  weakening,  the  call  expires  worthless 
and  vou  keep  the  premium  without  disturbing 
your  long  position.  If  the  market  goes  nowhere, 
you  still  get  to  keep  the  premium  without 
losing  your  position.  What  if  the  market  goes 
up?  Then,  of  course,  you  keep  your  premium, 
but  you  must  sell  your  stock  at  the  strike  price  of 
the  call.  To  keep  your  stock  you  have  to  buy 
back  your  call. 

If  you  want  to  hedge  the  entire  market 
rather  than  individual  stocks,  futures  or  options 
on  the  s&P  500  are  the  way  to  go. 

Futures  on  the  S&P  500  and  options  on 
those  futures  trade  on  the  Chicago  Mercantile 
Exchange  and  are  regulated  by  the  Commod- 
ity Futures  Trading  Commission.  These  settle 
into  futures  positions,  making  them  suitable 
primarily  for  institutions. 

Options  that  settle  into  cash  trade  on  the 
Chicago  Board  Options  Exchange.  You  have  a 
choice:  OEX  options  that  work  off  the  S&P  100 
mini-index  or  spx  options  that  work  off  the  s&P 
500.  (For  more  on  the  latter,  see  p.  116.) 

The  options  and  the  futures  contracts  pri- 
marily trade  with  quarterly  expirations.  So  if  you 
were  going  on  a  three-month  vacation  and 
wanted  to  protect  your  position,  you  could  sell 
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short  a  September  s&P  futures  contract.  Its 
value  is  defined  as  the  index  number  (quoted 
daily  in  the  papers)  multiplied  by  $500. 

Recently  the  index  was  548.  So,  if  you  sold 
one  futures  contract,  you  would  have  sold 
S274,000  of  market  exposure.  Thus  every 
point  change  in  the  index  makes  you  richer  or 
poorer  by  S500.  In  September,  if  the  market  is 
up,  above  548,  you  will  have  a  loss  on  your 
futures,  but  if  it  has  gone  down  and  the  stocks 
you  own  have  fallen,  your  position  will  be  worth 
more  than  you  paid  for  it.  The  Chicago  Mer- 
cantile Exchange  sets  a  minimum  margin  re- 
quirement of  SI  1,250  per  contract,  which 
means  if  the  bet  goes  against  you  more  margin 
will  be  required.  This  makes  me  nervous. 

I  prefer  index  options  where  your  potential 
loss  is  limited  to  your  initial  premium — much 
like  an  insurance  policy.  If  on  June  27  you 
bought  a  September  put  option  on  an  s&P  500 
futures  contract  with  a  strike  price  of  550, 
when  the  index  was  542.43,  you  would  have  to 
pay  S6,325. 

Here's  the  arithmetic:  That  option  covers 
the  same  S274,000  worth  of  stocks — the  index 
number  times  S500 — so  the  premium  of 
S6,325  amounts  to  12.65  points.  If  the  market 
stays  the  same,  you  will  lose  your  premium.  If 
the  market  goes  up,  your  option  expires  worth- 
less, too.  You  recoup  the  cost  of  your  option  if 
the  index  drops  below  537.35,  and  from  there 
on  down  you  make  money.  If  the  market  goes 
down  by  5%  when  the  option  expires,  your 
S6,325  option  will  have  a  value  of  S13,750 
minus  your  premium. 

The  time  to  take  out 
insurance  is  before  disaster 
strikes,  not  after. 


An  option  that  kicks  in  at  a  lower  price  will 
cost  you  less.  For  example,  an  option  to  put  the 
index  at  540  would  cost  you  only  8  points  (at 
S500  per  point  you  would  pay  S4,000).  This 
way  you  would  make  a  very  small  profit  if  the 
market  went  to  532,  but  you  would  do  well  if 
the  market  were  to  collapse. 

How  much  of  your  portfolio  should  you 
hedge?  There  are  no  firm  rules,  but  common 
sense  says  that  a  portfolio  of,  say,  technology 
stocks  needs  more  than  a  portfolio  of  staid  divi- 
dend payers. 

Feeling  as  I  do  that  the  market  is  ready  for  a 
tumble,  I  thought  we  should  be  seeing  a  lot  of 
such  hedging,  but  when  I  asked  Bill  Byers,  he 
said:  "Money  is  coming  out  of  fixed-income 
funds  and  going  into  the  stock  market.  People 
are  still  buying."  Remember,  no  siren  will  sound 
in  advance  of  a  stock  market  storm.  ■■ 
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PORTFOLIO  STRATEGY 

Wall  of  worry 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calrf.-based 
money  manager.  His 
third  book  is  100 
Minds  that  Made 
the  Market. 


"I  JUST  dox'I  GET  why  the  stock  market  is  so 
strong,'1  my  client  said.  Lots  of  other  folks  are 
asking  the  same  question:  Why? 

It's  simple.  After  1994  there  was  just  too 
much  company  on  the  pessimistic  side;  too 
many  people,  pros  and  amateurs  alike, 
thought  like  my  client.  When  few  people  expect 
markets  to  rise,  they  usually  do.  The  pessi- 
mism came  partly  from  1994's  sour  stock  mar- 
ket. Also  from  inflation  fears,  but  these  proved 
empty.  There  was  also  a  wrong  and  pervasive 
fear  that  valuations  were  too  high.  As  I  said  in 
my  Feb.  13  column,  valuations  are  above  nor- 
mal, but  not  so  far  above  normal  as  to  be  scan', 
if  you  average  the  various  ways  value  can  be 
analyzed.  Only  truly  extreme  valuations  drive 
the  market.  The  rest  is  just  noise. 

As  I  said  in  January,  too,  politics  are  right. 
Bill  Clinton  is  a  lame  duck  and  markets  like  it 
when  Presidents  can  merely  quack.  The  third 
year  of  a  President's  term  is  almost  always  up, 
and  usually  big.  Why  investors  never  get  this 
one  escapes  me.  It's  virtually  bankable. 

Also,  insiders  were  big  net  buyers.  They 
knew  corporate  profits  were  on  a  roll;  it  pays  to 
follow  their  buying,  and  doubly  so  when  senti- 
ment is  pessimistic.  Finally,  it's  usually  a  mistake 
to  bet  big  against  .m  environment  in  which 
long-term  interest  rates  are  at  least  a  point  above 
short  term  rates.  They  were  .\nd  still  are. 

Because  so  many  people  have  begun  to 
sweat  as  the  averages  moved  into  high  ground 
this  summer,  I  remain  optimistic.  It's  the  wall 
of  worry  bull  markets  love  to  climb.  Investor 
sentiment  is  no  longer  so  pessimistic  as  it  was, 
but  it  isn't  optimistic,  either.  Sentiment  is  mere- 
ly now  in  the  middle  of  what  could  be  consid- 
ered its  normal  range.  Until  it  tilts  to  real  opti- 
mism, this  bull  market  should  continue. 

What  about  the  increasing  fear  that  we  are 
about  to  tip  from  a  soft  landing  into  a  full-fledged 
recession?  Don't  let  this  one  spook  you.  It's  just 
more  wall  ofworry.  The  economy  rarely  tips  into 
recession  without  the  stock  market's  fading 
first.  Stocks  lead  the  economy  and  not  the  other 
way  around.  This  is  twice  as  true  when  long- 
term  interest  rates  are  headed  down  and  stocks  are 
using — it's  not  the  stuff  of  recessions. 

Political  climate?  I'm  no  great  political  fore- 
caster, but  I  do  know  that  the  1996  election  is 
still  too  far  away  to  affect  the  market — and 
won't  at  least  until  the  February  primaries. 

Subject  to  short,  sharp  corrections,  the  mar- 
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ket  should  do  just  fine  through  early  1996 
Some  stocks  to  own  include: 

Loews  ( 123)  is  up  more  than  30%  from  my 
initial  90  recommendation  on  June  6,  1994. 
But  I'm  looking  for  150  before  this  bull  mar- 
ket is  over.  Sporting  a  diversity  of  products  fro] 
Bulova  watches  to  Kent  cigarettes,  to  hotels 
and  oil  drilling,  the  driving  feature  behind 
Loews  is  cna  Financial.  Insurers  are  in  the  ver 
early  stages  of  a  major  long-term  up-cycle,  anc 
Loews  is  one  of  the  cheapest  and  best  ways  to 
benefit.  At  book  value,  50%  of  revenues  and  1 
times  earnings,  150  is  fully  feasible. 

Then,  too,  you  are  in  good  hands  with 
Allstate  (31 ).  It  is  America's  second-largest 
property  and  casualty  insurer  and  a  leading  lift  * 
vendor.  I  recommended  this  one  on  Sept.  26,  K 
1994  at  26,  and  here,  too,  I  would  hang  on  fa 
more.  At  a  P/E  of  1 1 ,  65%  of  revenue  and  1 50? 
of  book,  this  fine  firm  is  too  relatively  and 
absolutely  cheap  not  to  participate  well  in  the 
rest  of  the  bull  market.  Look  for  40. 

Keycorp  (32)  was  formed  in  1994  via  a 
merger  of  Keycorp  Bank  and  Society  Corp.,  ani 
is  now  on  the  prowl  to  buy  banks.  Geographi- 
cally diversified  in  the  western  U.S.,  it  is  well 
financed,  well  managed  and  well  .  .  .  likely  to 
go  up  in  price — again,  being  too  cheap  at  10 
times  earnings  and  150%  of  book  value. 
Meanwhile,  you  get  a  4.3%  dividend  yield. 


That  so  many  people  are 
spooked  by  this  year's 
powerful  market  rise  makes 
me  confident  that  it  is 
likely  to  continue. 


It's  hard  to  believe  I  would  ever  recom- 
mend Toys  UR  "  Us(29 );  it  used  to  be  so  overval- 
ued. But  it's  down  from  its  plateau  of  over  40, 
having  grown  steadily  in  the  meanwhile.  High- 
quality  firm.  The  undisputed  king  of  toy  retail- 
ing at  1 5  times  earnings  and  valuation  discounts 
by  other  measures  to  boot.  Expect  a  pop 
sometime  within  this  bull  market. 

Instead  of  a  good  buy,  say  a  good-bye  to 
Pittway  (46).  It's  a  very  good  but  not  great  firm, 
and  when  I  recommended  it  at  43  on  Apr.  12, 
1993,  it  was  because  it  was  much  too  cheap. 
Since  then  it  split  two-for-one,  doubling,  and 
you  got  some  dividend  en  route.  Thanks,  but 
enough  is  enough.  WM 
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Emerging  markets  were  hot  in  the  late  1980s 
and  early  1990s.  Neophyte  investors  could  ven- 
ture into  the  wilds  of  Latin  America,  Eastern 
Europe  and  Africa  via  open-end  funds  and 
closed  funds.  Country  funds  were  established 
for  the  Czech  Republic,  Vietnam  and  Mauritius 
( look  it  up  in  your  aria 

Pvc  followed  these  emerging  markets  for  a 
long  time.  Back  in  1986  I  called  attention  to 
opportunities  in  Latin  America,  pointing  out 
that  much  of  the  area  borders  on  the  Pacific; 
with  Japanese.  Australian  and  New  Zealand 
companies  expanding  globally,  Chile  was  a  lot 
closer  to  them  than  the  U.S.  or  England.  In 
short,  much  of  Latin  America  was  Pacific  Rim 
and  in  a  position  to  gain  from  the  opportuni- 
ties there. 

But  I  shocked  some  of  my  friends  and  cli- 
ents in  1993  when  I  told  them  to  get  out  of 
emerging  market  stocks  and  even  short  some 
of  the  country  funds.  I  was  concerned  about  the 
large  amounts  of  money  being  invested  by 
individuals  who  didn't  understand  the  political 
makeup  or  economic  base  of  Bangladesh  or 
Turkey.  They  knew  little  about  the  structure, 
rules  or  practices  of  the  markets  in  those  coun- 
tries. Thev  were  sheep  waiting  to  be  shorn,  and 
shorn  they  were. 

What  now,  with  many  of  these  markets 
decimated?  I  have  recently  completed  another 
study  of  new  emerging  (and  nascent)  markets, 
which  includes  74  exchanges  and  2 1  countries 
where  markets  are  planned.  My  conclusion: 
There  are  opportunities  there  again,  but  don't 
jump  in  until  you  have  a  clear  idea  of  what  you 
are  doing  or  why. 

To  begin  with,  don't  plunge  too  heavily. 
This  is  a  place  for  a  small  part  of  your  portfolio, 
not  for  all  of  it. 

Then  find  out  if  the  market  is  indeed  emerg- 
ing. Hong  Kong,  for  example,  is  neither  a  devel- 
oping economy  nor  an  emerging  market;  it 
has  arrived.  Don't  lump  Taiwan  with  India  or 
Brazil;  many  times,  daily  volume  in  Taiwan 
exceeds  that  on  the  NYSE.  Markets  on  which  you 
can  get  an  abundance  of  quality  information 
and  where  there  is  significant  futures  and  op- 
tions activity  are  not  emerging.  They  have 
emerged. 

Also  be  aware  that  many  of  these  markets 
should  be  termed  reemerging.  Last  year  the 
best-performing  market  in  the  world  was 
Egypt,  where  there  was  a  150%  gain.  But  before 
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World  War  II,  it  was  the  fifth  largest  in  the 
world.  And  while  Latin  America  has  had  a  rough 
year  or  three,  it  was  the  darling  of  investment 
bankers  in  the  late  1980s  and  early  1990s;  until 
1976  the  New  York  Times  carried  the  prices 
for  about  a  dozen  stocks  in  Buenos  Ares,  so 
obviously  someone  in  a  previous  generation 
had  an  interest  in  the  market. 

You  should  also  recognize  that  markets  dif- 
fer in  structure,  rules  and  habits,  as  well  as  in 
local  customs.  Earlier  this  year  some  investors 
in  Russian  stocks  learned  of  a  quirk  in  that  mar- 
ket. If  a  stock  splits,  only  Russians  get  more 
shares;  nonresident  shares  get  a  50%  cut  in  price. 

Poland  has  a  rule  that  if  there  is  an  imbal- 
ance between  buyers  and  sellers  (a  lot  more 
buyers),  the  stock  will  be  priced  at  the  sell  side, 
even  though  no  shares  trade.  In  some  countries 
foreigners  can  hold  only  certain  types  of  shares 
( usually  B  shares )  that  trade  appreciably  higher 
than  do  the  A  shares  held  by  locals.  Don't  be 
surprised  if  all  the  fundamental  analysis  on  ratios 
and  yields  is  based  on  the  lower-priced  stock, 
not  on  the  stock  you  would  own. 

For  most  of  my  readers  I  would  say  flatly 
that  the  best  way  for  them  to  participate  in 
emerging  markets  is  through  a  fund;  it  is  just 
too  hard  for  most  people  to  get  the  necessary 
information  on  their  own.  Think  of  this  as 
traveling  to  a  remote  area  where  nobody  speaks 
English.  Most  of  us  would  be  better  off  going 
with  a  tour  group  than  trying  to  venture  on 
our  own. 

If  you  choose  a  closed-end  fund,  be  wary  of 
paying  a  premium.  Try  to  buy  at  a  discount  to 
net  asset  value.  Those  premiums  have  a  nasty 
habit  of  turning  into  discounts. 

My  personal  preferences  for  the  next  12  to 
36  months  are  the  markets  of  the  Middle  East. 
These  markets  provide  some  of  the  best  infor- 
mation. Jordan's,  for  instance,  is  as  good  and  as 
timely  as  that  of  the  NYSE.  There  is  abundant 
capital  ( remember  opec  )  and  the  markets 
are  liberalizing  their  rules  and 
regulations. 

Some  emerging  markets 

look  attractive  again. 

My  choice  is  the  Middle  East. 


I  can't  recommend  any  individual  com- 
panies ( they  are  probably  impossible  to  buy 
directly  anyhow  i,  but  there  is  a  fund  spe- 
cializing in  this  area.  The  Foreign  &  Colonial 
Emerging  Middle  East  fund,  listed  on  the 
NYSE    11.  trades  at  a  substantial  discount  from 
its  net  asset  value  and  is  the  best  current  vehi- 
cle for  participation  at  this  time.  But  remember 
what  I  said:  Don't  go  overboard.  ■■ 
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FIXED  INCOME  STRATEGY 


Politicians  are  lousy 
investment  advisers 


BY  DAVID  P.  GOLDMAN 


David  P.  Goldman  is 
a  managing  director 
in  Bear,  Stearns  &  Co.'s 
Financial  Analytics 
and  Structured 
Transactions  group. 


Notwithstanding 
that  the  ratio  of 
federal  govern- 
ment debt  to 
domestic  output 
has  climbed 
steadily,  the 
trend  in  long-term 
interest  rates 
is  down. 
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If  YOU  BELIEVE  the  politicians,  you  should  buy 
long  bonds. 

According  to  the  Clinton  Administration, 
long-term  bond  yields  will  fall  to  4.7%  over  the 
next  ten  years  as  the  federal  budget  comes  into 
balance.  Republican  assumptions  are  only 
slightly  less  optimistic.  Since  the  long  bond 
yields  more  like  6.6%  now,  this  is  an  opportunity 
for  a  terrific  capital  gain,  if  only  the  politicians' 
forecast  comes  true. 

There  are  two  parts  to  the  syllogism.  One  is 
that  the  budget  will  be  balanced  by  2005.  The 
other  is  that  if  the  budget  gets  balanced,  rates 
will  fall.  You  have  to  believe  both  premises  to 
want  the  bonds.  I  don't  believe  either  one. 

As  a  consequence  I  continue  to  recommend 
to  fixed  income  investors  that  they  use  a  mix  of 
medium-term  Treasurys  and  better-grade 
junk  bonds.  Such  a  portfolio  will  have  a  moder- 
ate duration  (or  interest  rate  sensitivity)  of  five 
to  seven  years.  Buy  it  and  you'll  miss  most  of  the 
potential  gain  from  an  explosive  bond  rally  of 
the  sort  Rill  Clinton  envisions.  You'll  also  miss 
most  of  the  damage  if  bonds  go  the  other  way. 

Which  they  may  well  do.  There  just  isn't  any 
evidence  that  the  budget  deficit  has  much  effect 
on  bond  yields.  If  anything,  the  cause-and- 
effect  relationship  runs  the  other  way.  A  lower 
bond  yield  lowers  what  the  deficit  would  oth- 
erwise be,  because  we  taxpayers  spend  so  much 
on  interest  payments. 

The  interest-expense  phenomenon  is  in  any 
event  overwhelmed  by  other  factors  controlling 
inflation  and  interest  rates,  such  as  tax  policies 


Debt  up,  rates  down 


Federal  debt/GDP  ratio        30-year  Treasury  yield 
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and  what  the  Federal  Reserve  is  up  to.  For  mo 
of  the  period  since  1977 — when  the  first  lonj 
bond  was  issued — its  yield  fell  as  the  deficit  ro: 
This  is  true  whether  we  examine  the  nominal 
deficit,  the  inflation-adjusted  deficit  or  the 
deficit/GDP  ratio. 

Of  course,  it's  possible  to  fiddle  with  the 
data  and  come  up  with  an  adjusted  measure  c 
the  deficit  showing  a  positive  correlation  with 
bond  yields.  Models  of  this  sort  indicate  that 
balanced  budget  might  lower  bond  yields  by 
at  most  half  a  percentage  point  over  the  next 
seven  to  ten  years.  That's  because  today's  5% 
annual  rate  of  increase  of  government  debt  hi 
very  small  effect  on  its  credit  rating,  reflected 
in  bond  yields. 

My  research  suggests  that  huge  jumps  in  th? 
growth  rate  of  federal  debt  during  the  1981-8 
recession  did  push  up  bond  yields.  It's  a  fair 
bet  that  failure  to  clean  up  our  public  finances 
might  produce  a  jump  in  yields  at  some  future 
date,  particularly  if  the  economy  fell  into  sharj 
decline  and  the  Federal  Reserve  was  motivatec 
to  overlook  inflation  for  a  while  in  order  to  ge 
the  economy  going  again. 

But  none  of  this  means  that  the  deficit  reduc. 
tion  plans  of  either  party  will  produce  a  bond  rally 

Why  do  so  many  economists  and  politicians 
continue  to  believe  that  lower  deficits  mean  lowe 
bond  yields?  Both  the  White  House  and  the 
Republican  deficit  reduction  plans  depend  on 
conventional  macroeconomics,  which  states:  A 
lower  deficit  equals  a  reduced  supply  of  bonds, 
and  a  reduced  supply  equals  a  higher  price  for 
bonds,  and  that  translates  into  lower  yields. 

In  the  real  world  of  investment,  though, 
macroeconomics  and  a  quarter  will  buy  you  onu 
phone  call  to  your  broker. 

To  start  with,  there  is  a  global  market  for 
U.S.  bonds.  It's  not  how  much  Americans 
save,  but  how  much  of  the  world's  savings 
flows  into  U.S.  markets,  that  drives  bond 
yields.  A  fifth  of  net  federal  debt  is  now  in 
the  hands  of  foreign  investors.  In  today's 
integrated  world  market,  a  shift  in  Japanese 
money  managers'  confidence  in  the  U.S. 
dollar,  for  example,  has  far  bigger  effects  on 
bond  yields  than  any  conceivable  shift  in  the 
U.S.  savings  rate. 

Even  worse,  the  macroeconomic  model 
tries  to  predict  something  called  "real"  bond 
yields.  This  is  the  stated  yield  minus  all  the 
inflation  investors  expect  over  the  30-year  ma- 
turity of  the  bond.  Small  changes  in  perceived 
inflation  risk  have  a  much  bigger  effect  on  bond 
yields  than  big  changes  in  the  savings  rate. 

Reduced  government  spending  will  help 
the  economy,  and  a  tax  cut  will  especially  benefit 
growth-sensitive  securities,  such  as  equities 
and  junk  bonds.  Neither  will  do  a  whole  lot  fori 
long-term  Treasurys.  M 
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A  RECENT  poll  found  that  almost  80%  of  the 
Germans  identify  their  Germanness  with  the 
stability,  strength  and  international  prestige  of 
the  mark.  Americans  have  a  much  more  casual 
attitude  toward  their  dollar.  Unless  they  hap- 
pen to  be  traveling  abroad  or  importing  Japa- 
nese or  German  goods,  they  couldn't  care  less 
about  the  international  value  of  the  dollar — 
and  that  seems  to  apply  to  their  government 
as  well. 

When  will  the  U.S.  dollar's  long  plunge 
end,  a  decade-long  plunge  that  has  eroded 
about  half  of  its  real  value  against  stronger 
currencies?  Not  in  the  near  future,  given  this 
who-cares  attitude. 

To  see  why,  let's  look  at  the  balance-of- 
pavments  flows.  These  flows  determine  the  sup- 
ply of  dollars  and  the  demand  for  dollars  in  the 
foreign  exchange  markets.  The  balance  of  pay- 
ments for  an  economy  is  a  summary  of  all 
transactions  between  residents  and  nonresi- 
dents. The  current  account  balance  is  the  dif- 
ference, if  any,  between  a  country's  export  of 
goods  and  services  and  its  import  of  goods  and 
services.  If  the  U.S.,  for  example,  buys  more 
than  it  sells,  it  has  a  current  account  deficit  and 
it  supplies  dollars  to  the  foreign  exchange  mar- 
kets. The  capital  account — as  opposed  to  the 
current  account — records  the  changes  in  net 
foreign  assets  or  liabilities. 

In  this  scheme  of  things,  payments  always 
balance.  They  balance  because  the  current  ac- 
count balance  is  automatically  offset  by  one  of 
two  things:  either  a  net  accumulation  of  assets  or 
a  net  accumulation  of  liabilities,  depending 
upon  whether  the  current  account  is  positive 
or  negative. 

To  be  more  specific,  the  U.S.  is  accumulat- 
ing foreign  liabilities  because  it  imports  more 
than  it  exports.  It  must  finance  the  difference 
either  by  attracting  capital  from  abroad  or  by 
selling  assets  Americans  own  overseas.  In  ei- 
ther case  we  are  increasing  net  foreign  liabilities 
to  meet  current  expenditures. 

The  dollar's  woes  stem  from  the  growing 
reluctance  of  private  investors  to  finance  our 
yawning  current  account  deficit,  a  stagger- 
ing S160  billion  per  annum.  In  effect,  the 
U.S.  is  throwing  about  SI 60  billion  a  year 
into  foreign  exchange  markets  and  counting 
on  foreigners  to  accept  ious  from  Ameri- 
cans in  exchange  for  those  dollars.  But  the 
private  sector  has  lost  its  appetite  for  dollar- 
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denominated  investments.  Since  late  1990, 
net  private  capital  inflows  to  the  U.S.  have 
been  insufficient  to  finance  our  current  ac- 
count deficit. 

Indeed,  since  the  beginning  of  1994,  net 
private  flows  have  financed  only  about  half  of 
the  deficit.  Consequently,  at  the  dollar's 
prevailing  exchange  rates,  there  has  been  a 
huge  surplus  supply  of  dollars  in  the  private 
foreign  exchange  markets.  Foreign  central 
banks  have  been  forced  to  take  up  the  slack 
by  soaking  up  these  "surplus"  dollars  as  buy- 
ers of  last  resort. 

Absent  foreign  central  bank  buying,  the 
dollar  would  have  to  fall  further  to  allow  the 
foreign  exchange  markets  to  clear.  At  some 
point  the  foreign  central  bankers  might  become 
wean,'  of  the  game.  If  they  do,  the  dollar  will 
have  to  drop  a  lot  further. 

For  the  dollar  to  find  legs  and  turn  around, 
the  U.S.  will  have  to  solve  its  balance-of-pay- 
ments  problem.  This  can  be  done  either  by 
making  U.S.  investments  more  attractive  to  for- 
eigners or  by  reducing  the  current  account 
deficit.  The  Fed  could  raise  interest  rates.  This 
would  attract  foreign  investment  and  also  help 
keep  more  American  investors  at  home.  Howev- 
er, rather  than  raise  rates,  the  Fed  has  just 
lowered  them. 

The  capital  account  environment  could  also 
be  improved  if  the  U.S.  would  lower  taxes  on 
capital,  raising  the  prospective  returns  on  U.S. 
investments.  This  is  what  the  Reagan  Adminis- 
tration did  in  the  early  1980s,  and  the  dollar 

Turning  the  dollar 
around  will  require 
either  higher  interest 
rates  or  sharply  lower 
taxes.  Neither  is  in 
the  immediate  cards. 


shot  straight  up.  Given  the  current  state  of  af- 
fairs in  Washington,  significant  tax  cuts  don't 
seem  to  be  in  the  cards.  So  the  dollar  will  contin- 
ue dropping. 

One  day,  with  the  ever-lower  dollar  the 
current  account  deficit  will  begin  to  narrow  as 
the  U.S.  exports  become  cheaper  and  cheaper 
for  foreigners  and  foreign  goods  become  ever 
dearer  for  Americans.  We  will  buy  fewer  im- 
ported cars,  drink  less  imported  wine,  travel  less 
overseas;  we  will  export  a  larger  proportion  of 
our  national  ouput  and  consume  a  smaller  part. 
But  while  foreign  exchange  markets  react 
minute  by  minute,  changes  in  people's  spending 
habits  take  years.  During  those  years  the  dollar 
will  be  under  steady  pressure.  M 
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Sipping 
at  the  source 

For  a  quick  education  in  the  pleasures  and  virtues 
of  port  wine,  visit  its  home  town,  Porto. 


By  Suzanne  Oliver 

Three  hours'  drive  north  of  Lisbon 
lies  Porto,  an  attractive  city  of  stucco- 
and-tile  homes  and  Renaissance 
churches.  It's  a  worthy  diversion  on 
its  own,  but  what  attracts  most  tour- 
ists is  Vila  Nova  de  Gaia,  just  across 
the  Douro  River  from  Porto.  It's  a 
patchwork  of  terra-cotta-roofed 
warehouses  on  cobblestone  streets 
and  is  a  mecca  for  port  wine  fanciers — 
a  growing  breed  in  the  U.S.,  which 
now  consumes  more  vintage  port 
than  Britain  does.  But  even  if  you 
don't  know  tawny  from  ruby,  the  port 
lodges  are  well  worth  a  visit. 

At  Porto  you  can  choose  the  luxuri- 
ous Infante  de  Sagres  ($185  per  night ). 
A  bit  downscale  is  the  Grande  Hotel  do 
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Porto  ($96  per  night).  For  a  pleasant 
room  with  a  granite  bath  overlooking 
the  Adantic  Ocean  and  Foz  Casde,  try 
the  Hotel  Boa-Vista  ($115,  including 
continental  breakfast). 

The  wine  lodges  in  Vila  Nova  de 
Gaia  are  only  a  short  stroll  across  the 
Dom  Luis  I  bridge,  where  a  dozen 
tours  and  tastings  are  offered. 

Allow  about  a  half-day  to  get  a 
good  sampling.  We  suggest  the 
morning,  when  you'll  have  the  places 


almost  to  yourselves. 

A  must  stop  on  your  port  tour  is  tl 
Sandeman  lodge,  which  sits  direc 
on  the  riverbank.  The  lodge,  whil 
includes  remnants  from  an  18th-cel 
tury  monaster)',  contains  hundreds 
2,000-liter  oak  casks  and  houses | 
port  wine  museum. 

While  port  wine  is  synonymol 
with  Portugal,  and  Americans  hal 
adopted  it  in  recent  years,  it  is  tracl 
tionally  as  English  as  scones  and  clol 
ted  cream.  Trade  in  the  fortified  will 
has  been  dominated  by  English  fan  fc 
ilies  since  the  18th  century,  who  f  that  is  & 
Britain  reduced  duties  on  Portuguen  ecbyrct 
wines  in  exchange  for  Portugal's  bu;  ig  the  ali 
ing  English  woolens.  Hence  the  Briiottsareb 
ish  names  on  so  many  lodges — Sandc  ijcome 
man,  Taylor,  Warre,  Dow,  Graham.. mv.  T; 

On  your  tours  you'll  learn  that  po 
is  the  product  of  more  than  30  varies  Ruby,  v 
ties   of  grapes   grown   on   terrace  ors 
mountainsides  in  the  Douro  Rivi. 
Valley,  and  still  harvested  by  ham  nd  taste. 
because  of  those  steep  terraces.  Som  gcd.  Age 
squeezing  is  still  done  by  men  stompa  tended : 
ing  with  their  bare  feet  while  a  banner,  r 
plays  Portuguese  music.  Most  grape 
however,  are  now  machine-pressed,  food  an* 


Room  with  a  view 

Tasting  port  at  A.  A.  Ferreira. 
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i  What  gives  port  its  kick  is  the  bran- 
^  /  that  is  added  to  stop  fermentation, 
d  lereby  retaining  sweetness  and  rais- 
in g  the  alcohol  level  to  20%.  Most 
3ri  3rts  are  blends  of  different  vintages, 
m  \d  come  in  two  varieties — ruby  and 
t,  .wny.  (There  is  also  a  small  amount 
po  f  white  port  produced.) 
ii   Ruby,  which  is  rarely  more  than  3 

Ears  old,  is  red,  fruity  and  sweet. 

awny  port,  which  is  lighter  in  color 
an  nd  taste,  may  be  either  young  or 
n  ged.  Aged  tawny  ports,  the  finest  of 

lended  ports,  can  be  10,  20,  30  or 
HI  k'en  up  to  40  years  old.  They  have  a 
pc  implex   flavor   of  dried   fruit   and 

ood  and  turn  an  amber  color  as  they 


British  firms  like 
Sandeman  still  run 
the  port  wine  trade 
The  Sandeman 
lodge  contains 
hundreds  of 
huge  oak  casks, 
as  well  as  a  port 
wine  museum. 
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Vila  Nova  de  Gaia 
Across  the  river 
from  Porto,  a 
dozen  port  wine 
lodges  are  open 
for  tastings. 
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All  harvesting  is 
done  by  hand 
Some  squeezing 
is  still  done 
by  foot. 


age  in  oak  casks. 

Antonio  Americo  da  Rocha  Graca 
is  a  master  blender  at  AA.  Ferreira, 
one  of  the  few  Portuguese -owned 
port  shippers.  Graca  tastes  samples 
from  3,000  casks  of  port  annually  to 
determine  what  to  blend.  To  his  taste, 
the  best  tawny  blends  are  the  ten- 
year-olds.  "After  that,  you  lose  too 
much  of  the  fruit  taste,"  he  says. 

There  are  two  additional  types  of 
port,  vintage  and  late-bottled  vintage 
(lbv).  These  are  ports  from  a  single 
harvest.  Vintage  ports  were  declared 
in  1991 — "the  year  of  the  century," 
says  Graca — and  1992,  the  first  decla- 
ration since  1985.  Other  notable  re- 
cent vintages  were  1963, 1966,  1970 


and  1977,  according  to  Christie's  of 
London.  Though  vintage  port  is  a 
mere  2%  of  production,  a  port  ship- 
per's reputation  rests  on  it. 

All  the  lodges  sell  port,  of  course, 
but  the  cost  savings  are  hardly  worth 
schlepping  home  anything  but  a  rare 
bottle  or  two.  For  example,  a  Gra- 
ham's 20-year-old  tawny  goes  for  $33 
a  bottle  locally,  compared  with  S37  at 
Astor  Wines  &  Spirits  in  New  York 
City.  Good  wine  stores  in  the  U.S. 
now  stock  a  broad  selection  of  ports. 

Most  port  wines  will  keep  for  up  to 
a  month  after  being  opened,  except 
the  vintage  wines.  They  should  be 
consumed  within  24  hours  of  being 
uncorked.  ■■ 
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From  0  to  6\ 
With  four  sets  cu 

And  we're  not  talking  about  Sunday  bags,  either.  But  even  with  all  that  room,  the  19<issive( 
Chevy  Impala  SS  behaves  less  like  a  typical  luxoboat  than  a  swoopy  2+2 — and  just  tr>foU 
squeezing  three  of  your  best-fed  golfing  buddies  and  their  sticks  into  one  of  those.  To  h4elm 
improve  your  lie,  we  outfitted  Impala  with  beefy  17-inch  BFGoodrich®  Comp  T/A®  tire 


For  a  brochure  call  1-800-950-2438.  The  Chevrolet  Emblem  and  Impala  are  r 


i  7.4  seconds, 
ubs  in  the  trunk. 


ssive  disc  brakes  all  around  and  a  rear  suspension  straight  out  of  Tales  of  the  Highway 
rol,  including  de  Carbon  gas  shocks,  steel  springs  and  anti-roll  bars.  But  honestly, 
he  Impala  SS  really  that  fast?  Let's  put  it  this  way:  you'll  never  miss  another  tee  time. 


I  M  P  A  L  A      S  S 


Genuine   Chevrolet1 


:s  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1994  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America!  IB" 


STAYING  HEALTHY 


What  are  my 
chances,  doc? 

The  newfangled  Apache  systems  enable  doctors  to  predict 
a  patient's  survival  chances.  Do  you  really  want  to  know? 


The  to 
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By  Suzanne  Oliver 


Apache  Medical  Systems  founder  Dr.  William  Knaus 
Green  is  good,  red  means  survival  is  unlikely. 
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At  Dartmouth-Hitchcock  Medica 
Center  in  Lebanon,  N.H.,  a  68-yean 
old  man  sits  down  at  an  Apple  convi 
puter  with  a  nurse.  He  has  coronary 
heart  disease — a  catheterization  con- 
firmed it.  Should  he  submit  to 
surgery? 

The  computer  already  knows  thafcW! :? 
all   three  of  the  patient's  coronary  i| 
arteries  are  severely  clogged.  It  alsop 
knows  his  sex,  weight,  height,  heart;! 
function  and  other  things.  Now  the* 
patient  answers  the  computer's  ques 


0U1 


tions.  Would  you  accept  a  25%  chanc 
of  dying  in  order  to  alleviate  you 
symptoms?  A  20%  chance? 

Out  pops  a  sheet.  It  informs  th 
tensely  waiting  patient  that  his  chanc 
of  surviving  bypass  surgery  is  97%.  H 
chooses  the  surgery. 

This  cardiovascular  database,  devel 
oped  at  Dartmouth  and  four  othe: 
hospitals,  will  be  sold  by  Apache  Medi 
cal  Systems  in  McLean,  Va.  It's  jus 
one  of  many  Apache  products  for  pre 
dieting  patient  outcomes.  All  told. 
Apache  has  on  computer  the  out- 
comes of  400,000  hospital  admit 
tances  covering  100-odd  diseases 
From  these  statistics  Apache's  software 
can  predict"  patient  survival  with  an 
accuracy  that  can  sometimes  beat  that 
of  doctors'  hunches.  The  system's 
margin  of  error  is  plus  or  minus  3%. 

To  what  end?  Such  predictions  help 
doctors  choose  the  best  treatments 
for  patients.  Thev  help  patients  decide 
whether  they  want  to  chance  surgery. 
They  assist  doctors  and  families  in 
making  decisions  about  withdrawing 
life  support. 

At  the  University  of  Michigan 
Medical  Center  in  Ann  Arbor,  a  77- 
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The  knife  wins 


Rate  of  survival 
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Angioplasty 
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This  65-year-old 
male  has  a  far 
better  chance 
of  surviving  five 
more  years  after 
bypass  surgery 
than  he  would  have 
with  either 
angioplasty  or 
drug  treatment. 


1  year 


2  years 


3  years 


4  years    5  years 


ar-old  woman  lies  in  bed,  kept  alive 
y  a  ventilator.  Her  husband  doesn't 
i  /ant  the  ventilator  unplugged.  Dr. 
dark  Cowan  invites  him  to  glance  at  a 
ersonal  computer  screen.  It  displays 
graph  with  daily  estimates  of  the 
kelihood  that  the  woman  will  die 
luring  her  hospital  stay.  The  likeli- 
lood  has  been  99%  for  seven  days, 
iardly  hopeful  odds.  The  husband 
grees  to  take  the  woman  off  the 
entilator.  She  dies  almost  instantly. 

Apache  is  the  brainchild  of  Dr. 
Villiam  Knaus,  an  intensive  care  doc- 
or  at  George  Washington  University 
vledical  Center  in  Washington,  D.C. 
Mter  receiving  a  grant  from  the 
health  Care  Financing  Administra- 
ion  in  1978,  he  and  three  colleagues 
>egan  collecting  data  on  patients  in 
:he  hospital's  intensive  care  unit.  That 
iata  collection  eventually  expanded 
o  more  than  200  hospitals. 

Knaus'  idea  was  to  create  a  database 
o  help  him  make  life-and-death  deci- 
ions  about  treatments.  What  better 
slace  to  look  than  intensive  care  units, 
where  thousands  of  people  lie  at  the 
point  of  death?  Long  experience  with 
uch  patients  had  convinced  Knaus 
that  doctors  needed  help  in  making 
ife-and-death  decisions.  "I  wasn't 
smart  enough  to  figure  out  what  to  do 
in  each  situation,"  says  Knaus. 

The  system's  mortality  predictions 
are  based  on  17  physiological  vari- 
ables, including  blood  pressure,  respi- 
rator}' rate,  temperature,  pulse,  white 


blood  count  and  urine  output.  Be- 
sides those  17,  two  other  variables  are 
age  and  underlying  medical  condi- 
tions. Surprisingly,  age  has  far  less  to 
do  with  patient  survival  than  most 
doctors  think.  Another  surprise:  Most 
preexisting  medical  conditions  don't 
reduce  survival  odds,  the  main  excep- 
tions being  diseases  that  suppress  the 
immune  system,  such  as  aids  and 
cancer. 

Unable  to  get  enough  grant  money 
to  develop  Apache  further,  Knaus  in 

No  hospital  is 

going  to  let 

a  computer  play  God. 


1990  turned  his  research  into  a  busi- 
ness, Apache  Medical  Systems.  He 
raised  funds  from  venture  capital  in- 
vestors and  Cerner,  a  hospital  soft- 
ware company.  Apache's  chairman  is 
Gary  Bisbee,  formerly  an  investment 
banker  at  Kidder,  Peabody  and 
founder  of  Hanger  Orthopedic 
Group.  Knaus,  48,  soil  works  at 
George  Washington  University  Med- 
ical Center  and  is  Apache's  chief  sci- 
entific adviser.  He  owns  10%  of  the 
company,  with  a  probable  value  of  $5 
million. 

Many  hospitals  adopted  the 
Apache  system  to  cut  costs  and  mea- 
sure quality  in  intensive  care  units.  Dr. 
Charles  Watts,  head  of  the  critical  care 


unit  at  the  University  of  Michigan 
Medical  Center,  says  he  saved  $2.5 
million  last  year  in  his  intensive  care 
unit  because  the  Apache  system's  pre- 
dictions enabled  him  to  move  some 
recovering  patients  more  quickly  out 
of  intensive  care,  where  costs  run 
S2,500  a  day  and  the  risk  of  infection 
is  high.  When  a  patient  was  demon- 
strably beyond  recovery,  it  was  easier 
for  the  family  to  decide  against  intra- 
venous feeding  that  artificially  ex- 
tended his  life. 

Apache  has  also  saved  many  lives. 
As  many  as  three  times  a  day  it  flashes 
an  unbiased  measure  of  whether  a 
given  treatment  is  working.  If  mortal- 
ity risk  rises  from  50%  to  60%,  the 
doctor  knows  he  must  quickly  consid- 
er another  method  of  treatment. 
"This  is  objective  material  that  em- 
boldens the  nurse  to  contact  the  doc- 
tor. It  is  not  just  a  nurse's  opinion 
against  a  doctor's,"  says  Watts. 

The  Apache  software  for  heart  dis- 
ease, developed  with  the  five  hospi- 
tals, plots  five-year  survival  curves  for 
the  patient  for  three  different  treat- 
ments: drugs,  angioplasty  (expanding 
artery  channels)  and  bypass  surgery 
(see  chart). 

Dr.  Knaus  hopes  to  push  Apache 
beyond  simple  survival  measure- 
ments. He  wants  Apache  to  be  able  to 
tell  patients  how  fit  they  will  be  after 
leaving  the  hospital.  For  instance,  will 
they  be  able  to  play  golf?  To  that  end 
Knaus  has  begun  collecting  data  on 
patients  after  they  leave  the  hospital. 

Use  of  Apache,  of  course,  raises 
ethical  questions.  Should  a  machine 
decide  who  will  get  additional  treat- 
ment and  who  will  be  allowed  to  die? 
Someone  must  make  these  choices, 
and,  Dr.  Knaus  argues,  his  machine  is 
more  objective  than  a  human  doctor. 

"We  have  learned  that  we  can't 
afford  to  do  everything  for  every- 
one," says  Knaus.  "If  I  were  [the 
patient],  I  would  want  to  be  judged  on 
Apache.  It  knows  only  those  facts  that 
are  relevant  to  my  condition ,  not  race 
or  insurance  coverage,  which  have 
been  used  to  allocate  care  in  the  past." 

At  any  rate,  no  hospital  is  going  to 
let  a  computer  play  God.  The  Apache 
system  sometimes  out-predicts  doc- 
tors in  a  one-on-one  match,  but  the 
best  results  still  come  from  teamwork: 
doctors  using  Apache  to  supplement 
their  own  instincts.  ■§ 
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COLLECTORS 


In  the  footsteps 
ofBauhaus 

About  a  half-century  after  its  introduction, 
Modern  furniture  is  becoming  collectible. 

By  Lisa  Sanders 
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The  furniture  style  called  Modern 
swept  the  U.S.  in  the  1950s.  Fresh  in 
look  yet  practical,  Modern  furniture, 
both  classic  and  kitsch,  filled  the 
homes  and  offices  and  apartments  of 
millions  of  Americans  within  the  de- 
cade. Now,  going  on  a  half-century 
later,  it  is  becoming  collectible. 

One  ardent  collector  is  Barbara  Ja- 
kobson,  an  art  historian  and  trustee  of 
the  Museum  of  Modern  Art  in  New 
York.  Her  Manhattan  residence  is 
filled  with  classic  pieces  from  the  era: 
Charles  Eames'  molded  white  birch 
plywood  chairs;  a  glass-topped  table 
that  was  designed  by  Isamu  Noguchi; 

L38 


a  Jens  Risom  walnut  sidetable  and 
magazine  rack. 

Collectors  like  Jakobson  see  a  lot  of 
history  and  significance  in  Modern 
design — so  what  if  the  designs  were 
mass-produced,  using  inexpensive 
materials?  "The  dynamism,  the  free- 
dom, the  use  of  color  and  invention 
make  the  Fifties  equal  to  a  lot  of  other 
great  periods  in  the  history  of  furni- 
ture design.  It's  really  the  next  one 
after  the  Bauhaus  that's  interesting," 
says  Jakobson. 

New  materials  and  processes  gave 
Modern  designers  like  Eames,  Eero 
Saarinen,  George  Nelson  and  others 


LEFT: 

Barbara  Jakobson s 

Manhattan 

residence 

recalls  the  1950s. 

RIGHT: 

A  red  chair  and 

screen  by  Eames, 

a  table  by  Noguchi, 

another  chair  by 

Ray  Komai. 


new  license.  Eames'  1946  "dcw" 
Side  chair  was  made  using  a  technique 
of  molding  plywood  that  Eames  had 
first  applied  commercially  in  1943, 
when  he  made  splints  out  of  molded 
plywood  for  the  U.S.  Navy. 

Modern  design  has  its  roots  in  the 
German  Bauhaus  movement  founded 
by  Walter  Gropius  and  architect  Lud- 
wig  Mies  van  der  Rohe,  both  of  whom 
fied  Nazi  Germany  in  the  1930s  and 
came  to  the  U.S.  to  teach.  In  the  early 
1940s  Eliot  Noyes,  a  former  student 
of  Gropius1'  at  Harvard,  staged  an 
international  furniture  competition. 
Charles  Eames  and  Eero  Saarinen, 
students  at  the  Cranbrook  Academy 
of  Art  in  Bloomfield  Hills,  Mich.,  won 
prizes. 

Eames  and  his  wife,  Ray,  also  a 
designer,  were  quickly  signed  up  by 
furniture  manufacturer  Herman 
Miller,  which  brought  their  designs  to 
market,  in  the  States  and  abroad,  as 
soon  as  the  war  was  over. 

Another  Cranbrook  student,  Flor- 
ence Schust,  and  her  husband,  Hans 
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Knoll,  were  so  impressed  with  what 
they  saw  that  they  started  their  own 
company,  called  Knoll  International, 
to  make  business  furniture  using  de- 
signs by  Saarinen  and  sculptor  Harry 
Bertoia,  another  Cranbrook  alum. 


wmmm 

Classic  "DCW"  chair  by  Charles  Eames 
Molded  plywood  was  first  used  in 
splints  for  the  U.S.  Navy. 
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Helaineand  Burton  Fendelman  of  Sanibel  Island,  Fla.  like  kitschy  Modern 
Sold  their  early  American  furniture  because  it  wasn't  fun  any  more. 


Unlike  much  of  Art  Deco  or  Vic- 
torian pieces,  this  was  furniture  in- 
tended for  mass  production.  Which 
means  it  isn't  scarce.  In  fact,  some  of 
Knoll's  first  pieces  are  still  being 
turned  out.  These  include  Bertoia's 
1952  Diamond  chair,  made  of  steel 
rods,  and  Saarinen's  1956  Tulip  chair, 
with  a  base  constructed  of  light  coat- 
ed metal  and  seat  of  molded  plastic. 
This  makes  things  tricky  for  serious 
collectors — what's  better,  old  or  new, 
since  the  designs  are  the  same?  Why 
pay  more  for  old? 

Indeed,  renewed  production  of 
some  pieces  has  dampened  some 
prices.  Jakobson's  early  Noguchi 
glass-topped  table  "should  be  worth 
from  $5,000  to  $6,000  now,  but 
since  Herman  Miller  has  begun  to 
reissue  it  for  $1,450,  it's  not,"  she 
explains. 

On  the  other  hand,  notes  Larry 
Weinberg,  co-owner  of  Lin  Wein- 
berg, the  reissues  have  heightened 
critical  sense  among  buyers.  Thus, 
advanced  collectors  prize  small  differ- 


ences between  the  old  and  new  stuff. 
They  will  pay  $5,000  for  an  old  mold- 
ed birch  plywood  Charles  Eames 
screen,  for  example,  whereas  a  newly 
made  Eames  screen  on  birch  plywood 
sells  for  onlv  $1,300  at  Herman 
Miller. 

At  a  June  1 1  sale  in  Manhattan  by 
David  Rago  Auctions  Inc.,  a  classic 
Eames  chair  with  its  original  finish 
and  an  early  Evans  products  label 
brought  $1,700,  more  than  double 
its  expected  price.  An  early  Isamu 
Noguchi  rocking  stool,  anticipated  to 
sell  for  $4,000,  fetched  $7,500. 

If  Modern  interests  you  and  you 
want  to  learn  to  tell  the  collectible 
from  the  kitsch,  visit  the  Museum  of 
Modern  Art  in  New  York  or  read 
Twentieth  Century  Furniture  Design 
by  Klaus-Jiirgen  Sembach,  Gabriele 
Leuthauser  and  Peter  Gossel  (Tas- 
chen,  $19.99).  The  MIT  Press  has  just 
published  a  new  biographv,  Charles 
and  Ray  Eames:  Designers  of  the 
Twentieth  Century (price  $55),  by  Pat 
Kirkham.  M 
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Receive  Value  Line 
for  only  j^^r  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most 

recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  for)£S5$55.  Available  only  once  every  three  years  to 

any  household.   SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS 

Third  Edition  (retail  price,  $10,951—537  pages  filled  with  over  3,000 

definitions  of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and 

more.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along 

with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

(Ext.  2903-Dept.  316C31)  American  Express,  MasterCard  or  Visa.  24  hours  a  day. 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  tor  deliver1 

NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

PO  Box  3988  New  York, 
NY  10008-3988 


WANTED 

Steel  Home  Distributors 

♦  Energy  Efficient  9"  (R-30)  Insulation 

♦  Unbeatable  Protection  from  Wind, 
Fire,  Termites,  Snow,  Earthquakes 

♦  American-Made  Steel  (66%  Recycled) 

♦  Simple,  Bolt-Together  Construction 

♦  Refundable  Investment,  Full  Training 

♦  1 9-Year  Industry  Leader  with  Homes 
in  all  50  States  and  26  Countries 

Call  for  EREE  Info  or  $9.95  VIDEO: 


Approved  Self  Paced  Home  Stuc 
Associate  Bachelors  Masters  Doc 

Business  Admin,  Public  Admin,  Hi 
Care  Admin.  Human  Resources,  Fins 
International  Business,  Tech  Mgmt, 
Paralegal,  Psychology,  Call  for  brocl 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  1 7  St-F,  Santa  Ana,  CA  927 
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1-800-TRI-STEEL 

1-800-874-7833 


JhSteal     1817)497-7070     F«i:  (817)497-7497 

MOO  S  Stemmoni  Fnry   OtnWn    Ti  76205 
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BUSINESS  OPPORTUNITIES 


"They  Laughed 

When  I  Told 

Them  I  Could 

Make  $150,000 

a  Year  as  a 
Consultant..." 

My  friends  all  said,  "A  consult- 
ant in  what?"  But  now  I'm  get- 
ting the  last  laugh  as  I  make  any- 
where from  $10,000  to  $50,000 
on  each  client  with  my  own  con- 
sulting business. 
I  offer  two  unique  niche  services 
that  every  company  needs,  but 
best  of  all,  I  do  it  on  a  no-risk  con- 
tingency basis.  Needless  to  say, 
that  attracts  far  more  clients  than 
I  can  handle. 

A  very  limited  number  of 
people  throughout  the  country  are 
now  being  trained  to  do  the  same 
thing  in  their  own  areas,  and  a 
personal  computer,  fax  machine, 
good  communications  skills,  and 
about  $12,000  in  start-up  capital 
are  all  that's  required. 

If  you  think  you  qualify  and 
would  like  the  full  particulars,  call 
1-800-660-0330,  Toll  Free,  Mon- 
Fri,  8:30  am  to  5:30  pm,  CST.  No 
obligation,  of  course. 


INVESTMENT  BOOKS 


Call  for  a  FREE  catalog 
of  our  investment  books 

1-800-871-2665 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 

PRIVACY  NEWSLETTER 

Scope.  Box  4949,  Forest  side  House, 

Forestside.  PO  9  6EE.  UK 

Tel: +44(0)1705  631751  Fax: +44(0)1706  631322 


"Fisher  brings 
market  history 
to  life  with  one 
fascinating  tale 
after  another. " 

-  Norman  Fosback 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
DWittUW   Call/Write  for  FREE  KIT: 

IT'RvisrTV        P  °  Box  <84-FB 
a    \Fy     y.    Wilmington,  DE  19899 
M    Z>&7  800-321-CORP-302-652-6532 


by  Kenneth  L  Fisher 


E£  Business  Classics,  Inc.  ■  I  S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Miuificluriiig  to  Small  Retiil  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


INVESTMENT  STRATEGIES 


LEAHY  INVESTMENT  STRATEGIES 
INTRODUCTORY  OFFER 
1 1  you  believe  that  you  can  make  smart 
investment  choices  this  strategy  is  for  you.  We 
are  offering  an  investment  strategy,  for  $29.99. 
thai  has  made  over  50%  in  one  year.  This 
strategy  usespublicinformationandthebroker 
of  your  choice  (we  are  not  a  brokerage  firm). 
Call  orwriteloorder.  1-800-854-6400  v/mc/ax 
24hrs/7  days.         Leahy  Investment  Strategies 

PO  Box  169 

Bryantv.lle.  Ma  02327-0169 


NATIONWIDE 


Give  the  gift  of  health 
to  America's  babies. 

Join  the  March  of  Dimes 
WalkAmerica. 

Call  ihe  March  ol  Qimes  Binh  Delecis  Foundanon 
and  sign  up  today1 


COLLEGE  DEGRB 

BACHELOR'S  •  MASTER'S  •  DOCTOR- 

Work.  Life  and  Academic  Expenei 

Earn  your  degree  throu  | 
convenient  home  stud 


(800)  423-3244  ex.  1 
Fax:    (310)471-6456 

send  detailed  resume  foe  nxe  ivalu, 


Pacific  Western  UniverssJ, 

600  N.  Sepulveda  Blvd.,  Los  Angeles,  CA  900- 
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FREE  VIDEO 


EXTERNAL  DEGREE!  ] 

BA/BS  MS/MBA  PhD/JD 

|  Credit  for  work. /life  exp.  •  Accredit*  | 

(800)  955-8879  (24  hrs.) 

LaSalle  University 

Dept.  879,  Manderville,  LA  70470-400 1 


FORBES  BINDERS 


SAVE  YOUR  COPIES  OF  FORB1 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam- 
age. They  hold  about  half  a 
year's  issues.  Made  from  re 
inforced  board  covered  with 
leather-like  material  in 
red.  Title  is  hot-stamped 
in  gold.  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods.  .     bindef 

Cases.  1-S8.95  3-S24.95  6-S45.95 
Binders:  1-$11.25  3-S31.85  6-S60.75 
ORDER  FROM:  Jesse  Jones  Industries,  Dept.  95  F 
499  East  Erie  Ave..  Phila.,  PA  19134.  Enclo 
name,  address  (no  RO.  Box)  &  payment.  A 
$1.50  per  unit  (or  P&H.  Outside  Continenl 
U.S.  (including  AK  &  HI)  $3,50  per  case/bine 
(U.S.  tunds  only).  Pa.  residents  add  7%  sales  te 
Credit  card  orders  call  1-800-825-661 
(mm  $15).  Please  allow  4  to  6  weeks  for  delivei 
Satisfaction  Guaranteed. 


FOR  INFORMATION 
WRITE  OR  CALL: 

LINDA  L0REN 

FORBES  MARKET/ 

CLASSIFIED 

60  Filth  Ave.,  NY,  NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 
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A  World  of  Books 
On 

ASIA 


is 


GRE 
Men 

business  in  Asia  requires  cul- 
sjjural  understanding.  For  in- 
i  ightful  articles  and  reviews  of 
urrent  cross-cultural  books 
"  ind  ideas,  there  is  one  source. 

I'M  ntroductory  subscription  rate  only  $36.00 

New  Asia  Review 


^10  Bay  Street,  Westport.  CT  06880 
(203)  222-9734 


1  PosturEvolution  could  be 
the  solution 

PosturEvolution  helps  retrain  your 
back  so  you  can  maintain  good 
posture  wherever  you  sit. 

•  Portable 

•  Rugged 

•  Supportive 

•  Compact 

PosturEvolution  transforms  your 
chair  or  car  seal  into  a  foundation 
for  proper  sitting.  Coll  for  a  free 
brochure. 
PosturEvolution 

800.392.0363 


FRANCHISE  CONSULTING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 

become  a  franchisor,  call: 

1-800-877-1103 

Franco  rp 

SpeaaSsts  m  franchise  Development       FB 


SPORTING  CLAYS 


BECOME 
A  CERTIFIED 
HOT  SHOT  IN 
JUST  3  DAYS. 

The  Remington  Shooting  School 
offers  the  finest  in  shotgun  instruc- 
tion on  sporting  clays.  NSCA  cer- 
tified instructors.  Basic  techniques 
to  advanced  tactics.  Gracious 
lodgings  in  New  York's  Mohawk 
Valley.  Com- 
plimentary 
shooting 
outfit,  and 
much 
more... 

For  a  free  information  kit 

and  a  schedule  of  classes, 

call  315  895-3574. 


MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 

-Any  quantity! - 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 
1-800-844-3100  or  FAX  502+338-9605 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  TT  models  ore  Kond- 
c/ofled  from  solid  mortogarry  with 
hondpamted  markings  ond  details 

•  Over  160  models'  in  stock 

•  Pf,cedfromS99.50 

•  Satisfaction  guo/onteed 

Cad  1-800-950-9944 


Pacific 


WOWS  IUDMG  NUBS 
MM 


U255Na*79*Sfrw4 
Stand*  A«at,«  15260 


VOICE  MAIL 


COMMERCIAL  REAL  ESTATE 


GET  THE  MESSAGE 
-OR  ELSE! 

Windows- Based 

♦  Voice  Mail 

♦  Auto  —  Attendant 

♦  Fax  —  On  —  Demand 

♦  Systems  from  $295 

1  -800-94  7-4884 

(Developer/OEM  packages  available)  VISA -MC-AMEX- COD 


TALKING  TECHNOLOGY.  INC. 


w= 


AWARD  CREDITS 


•  50  room  hotel  509,000  +  gross 

$1,950,000.00 

•  51  room  hotel  new  in  1993 

$1,400,000.00 

•  68  room  hotel  new  in  1994 
$500,000  +  gross 

$2,200,000.00 

•  66  room  hotel  new  in  1993 
$450,000+  gross 

$2,300,000.00 

•  48+  acres  in  heart  Branson, 
MO  $10,000,000.00 

•  38+  acres  Branson  South 
hwy65  $970,000.00 

•  62,000  sq.  ft.  manufacturing/ 
storage  building    $350,000.00 

•  88.6  acres  on  Table  Rock  Lake 
(3000'  +)  of  shoreline  $350,000 

Call 

"CHARLIE  CROUCH" 

at  Stockton  Realty  Inc. 

In  BRANSON  MISSOURI 

1-800-404-0283 

1-417-338-2022 


WE  BUY 
XEROX® 
AWARD 
CREDITS! 

Convert  Your 
XEROX  Award 
Credits  Into 

CASH!!! 


Recently,  a  class-action  lawsuit  was 
settled  against  Xerox®  and  Award 
Credits  were  issued  as  settlement. 
If  you  were  a  class  member  and  wish 
to  redeem  your  credits  in  CASH 
(instead  of  Xerox  products),  call 
1-800/438-8131  or  fax  1-800/438- 
8141  with  the  details  of  your  credits 
its  so  that  a  check  can  be  sent  to  you. 

AWARD  CLEARING  CENTER 

Wauconda,  IL     Offer  may  be  limited. 


TRAVEL  AGENT 
CERTIFICATION-$495 

Global  Travel  International. 
Earn  Extra  Income.  Com- 
missions on  travel  referrals. 
Travel  discounts.  Worldwide 
travel  agent  discounts.  Up  to 
70%  off  hotels,  cruises,  car 
rentals  &  vacation  packages. 
(800)  716-4440. 


$C 


Global  Travel  International 


EXECUTIVE  GIFTS 


MAHOGANY  SPEEDBOAT  MODELS 


THE  "RACER' 

model  no.  394 

S325.00ea. 

shipping  included 
Completely  Assembled 


Made  in  U.S.A. 


R-C  CRAFT     P.O.  Box  8220,  Dept  HMN  Sylvanla,  Ohio  43SU)  U.S.A.        41 9-474-6941 
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Forbes     Trinchera     Ranch 
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Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 


Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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[The  more  things  change  . . ." 
^0  years  ago  in  Forbes 

IFrom  the  issue  of  Aug.  1,  1925) 


flushed  through  the  regular  sewer 
outlets.  And  this  at  an  operating  cost 
about  half  that  of  an  electric  clock." 


»  I 


'One  of  the  most  stirring  recent 
ievelopments  in  the  industrial  world 
las  been  the  500%  rise  in  the  spot 
>rice  of  crude  rubber.  Excepting  the 

lanufacturers  of  rubber  tires  and 
>ther  rubber  products  .  .  .  this 
ioesn't  mean  much  to  the  general 

in  of  industry  in  the  United  States. 

)r  does  it?  We  speak  of  the  'price 

ibric'  because  prices  are  more  or 
less  interrelated.  .  .  ." 


"The  report  of  Governor  Smith's 

Advisory    Commission,    which    for 

lore  than  a  year  had  under  advise - 

lent  the  demands  of  the  Internation- 

Ladies  Garment  Workers'  Union 

ind  the  counter  demands  of  the  three 

employers'  associations,  recommends 

i  its  report  an  increase  of  S2  a  week  in 

/ages  but  refuses  36,000  cloak  and 

Isuit  workers  in  the  shops  of  New  York 

132  weeks'  guaranteed  employment." 

60  years  ago 

|(From  the  issue  of  Aug  1,  1935) 

'Our  readers  should  have  been  pre- 
Ipared  for  President  Roosevelt's  an- 
Inouncement  that  he  is  against  all  big- 
ness in  business.  .  .  .  Well,  his  extraor- 
dinary tax  program  clearly  reveals  his 
real  attitude  towards  America's  fore- 
most business  enterprises.  He  dis- 
closes that,  if  he  can  have  his  way,  our 
organizations  furnishing  the  largest 
amount  of  employment  will  be  taxed 
75%  more  than  smaller,  less  successful 
enterprises." 

"It  is  now  possible  to  install  beneath 
the  kitchen  sink  an  electrical  grinder, 
with  tungsten  carbide  knives,  which 
will  grind  all  types  of  food  into  such 
fine  particles  that  they  can  safely  be 


When  loaded  up 
with  wheat,  this 
1920s  Winnipeg 
grain  elevator 
tilted  by  27 
degrees.  Believe 
it  or  not,  it  was 
set  upright  at  a 
modest  cost. 


"Automobile  speed  records  are  fall- 
ing fast  these  days  on  the  great  salt 
beds  near  Salt  Lake  City,  Utah.  Ever 
since  speed  king  Ab  Jenkins,  a  Salt 
Lake  product,  drove  a  semi-stock 
Pierce -Arrow  127.22  mph  to  a  new 
24-hour  record  there  over  a  year  ago, 
this  vast  white  expanse  has  been  gain- 
ing in  popularity  as  a  place  for  setting 
up  automobile  speed  records." 


50 


years  ago 


(From  the  issue  of  Aug  1,  1945) 
"One  of  the  most  important  deci- 
sions affecting  U.S.  participation  in 
international  flying  has  been  ren- 
dered. The  Civil  Aeronautics  Board 
has  authorized  routes  across  the 
Atlantic  and  beyond  for  three  Amer- 
ican flag  carriers:  Pan  American  Air- 
ways,  American  Export  Airlines  and 
Transcontinental  &  Western  Air.  At 
the  same  time  it  authorized  the 
proposed  purchase  of  51%  of  the 
stock  of  American  Export  Airlines  by 
American  Airlines.  ..." 

"The  early  postwar  [domestic  air- 
line] fleet  will  be  made  up  of  975 
planes  having  seating  capacity  for 
36,180  passengers.  This  contrasts 
with  the  pre -Pearl  Harbor  transport 
fleet  of  359  planes  with  6,250  seats.  It 
is  expected  that  the  fleet  of  1946-47 
will  be  able  to  operate  from  6  to  8 
billion  passenger  miles  [vearlv  versus] 
2.3  billion  ...  in  1944." 

25  years  ago 

(From  the  issue  of  Aug.  1, 1970) 
"If  you've  been  battered  in  the  mar- 
ket, are  sitting  on  the  sidelines  and 
feeling  pretty  low  about  it,  the  follow- 
ing list  will  provide  whatever  consola- 


tion comes  from  having  plentv  of 
company.  Of  course,  nearly  every- 
body has  losses  in  such  a  bear  market, 
with  the  Dow  Jones  industrial  average 
down  25%  from  its  1968-69  high.  But 
more  than  100  NYSE  issues  are  down 
by  two-thirds  or  more." 

"Shipowning,  a  gambling  game  that 
has  made  poor  men  into  moguls  and 
vice  versa  since  Jason  sought  the 
Golden  Fleece,  is  booming  again. 
Not  the  glamorous  passenger  liners, 
nor  the  newly  popular  container  revo- 
lution, but  the  prosaic  bulk  shipping 
trade — oil,  coal,  ore,  chemicals — is 
churning  up  profits  across  the  oceans 
of  the  world.  World  trade  is  expand- 
ing at  a  merry  10%  to  12%  annually; 
demand  for  ships  exceeds  supply." 

10  years  ago 

(From  the  issue  of  July  29,  1985) 
"The  once-glamorous  world  of  in- 
ternational shipping  has  fallen  victim 
to  inflation,  high  interest  rates  and  the 
slowdown  in  international  trade. 
Now  the  name  of  the  game  is  not  to 
get  rich,  but  to  survive — sometimes  at 
any  cost." 

"No  one  can  call  R.D.  Hubbard  an 
idle  dreamer.  In  the  late  Seventies  he 
merged  two  failing  glass  manufactur- 
ing companies  to  form  AFG  Industries 
Inc.,  headquartered  in  Kingsport, 
Tenn.  Since  then  sales  have  grown 
21%  annually,  to  S284  million  last 
vear,  while  profits  rose  at  a  34%  rate, 
to  S18  million."  wm 


CEO  R.D.  Hubbard  of  AFG  Industries. 
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M^rt  f/?£  very  first  step 
taken  by  every  dictatorship 
since  history  has  been 
recorded?  The  prohibition 
of  free  speech,  the  curbing 
and  elimination  of  a 
free  press.  A  perhaps  un- 
intended but  insidious 
assault  on  the  freedom  of 
the  press  to  probe,  to  inform, 
is  the  effort  by  the 
Department  of  Justice  to 
subpoena  journalists  and 
force  them  to  reveal  sources 
of  information.  .  .  .  The  de- 
cision by  a  federal  court 
upholding  a  journalist's 
right  to  protect  his  sources 
is  immensely  valuable  to 
all.  .  .  .  To  let  rage  and  pique 
at  the  press,  for  good  or  bad 
reasons,  lead  to  a  curbing 
of  enterprising  reporting 
would  be  a  disaster.  .  .  . 

-Malcolm  Forbes 


A  Text .  .  . 

Sell  that  ye  have,  and 
give  alms;  provide 
yourselves  bags  which 
wax  not  old,  a  treasure 
in  the  heavens  that 
faileth  not,  where  no 
thief  approacheth,  nor 
moth  corrupteth. 
-Luke  12:33 


Sent  in  by  Philip  H.  Scharper, 

Lutherville,  Md. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Speak  softly  and  sweetly. 
If  your  words  are  soft  and 
sweet,  they  won't  be  as 
hard  to  swallow  if  you  have 
to  eat  them. 
-Anonymous 

All  of  life  is  happen- 
stance, 

A  maze  of  drive  and  hope 
and  chance: 

For  starters,  why  were  we 
conceived? 

For  endings,  what's  to  be 
believed? 

-Art  Buck 

Growing  old  is  not  for 

sissies. 

-Bette  Da\  i 

Men  should  not  try  to  over- 
strain their  goodness  more 
than  any  other  faculty. 
-Samuel  Butler 


Why  arc  we  so  blind?  That 
which  we  improve,  we  have; 
that  which  we  hoard  is  not 
for  ourselves. 

-DOROTHEE  DELUZY 

Acting  is  standing  up 
naked  and  turning  around 
very  slowly. 
-Rosalind  Russell 

If  we  fixed  a  hangnail  the 
way  our  government  fixes 
the  economy,  we'd  slam  a 
car  door  on  it. 
-CULLEN  HlGHTOWER 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


Why  is  it  that  those  who 
have  something  to  say  can't 
say  it,  while  those  who 
have  nothing  to  say  keep 
saying  it? 
-Anonymous 

Thank  the  Lord  that  you  can 
give,  instead  of  depending 
on  others  to  give  to  you. 
-Anonymous 

The  secret  of  what  life's 

all  about 
Was  answered  by  the  sages: 
Life's  about  one  day 

at  a  time 
No  matter  what  your  age  is. 
-Robert  Half 

Music  is  one  of  the  greatest 
gifts  of  all.  It  asks  nothing 
in  return  but  that  we  listen. 
-Anonymous 

In  the  business  world, 
everyone  is  paid  in  two 
coins:  cash  and  experience. 
Take  the  experience  first; 
the  cash  will  come  later. 
-Harold  Geneen 

Alas!  how  much  there  is  in 
education,  and  in  our  social 
institutions,  to  prepare  us 
and  our  children  for  insanity. 
-Goethe 

In  the  United  States,  doing 
good  has  come  to  be, 
like  patriotism,  a  favorite 
device  of  persons  with  some- 
thing to  sell. 
-H.L.  Mencken 

What  is  said  is  more 
important  than  who  said  it. 
-Anonymous 

I  am  only  one;  but  I  am 
still  one.  I  cannot  do  every- 
thing, but  still  I  can  do 
something.  I  will  not  refuse 
to  do  the  something  I  can  do. 
-Helen  Keller 
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How  business,  doctors  and  journalists 
prey  on  your  food  anxieties 
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You  Are  The  Traveler,  ^our 

Investments  Are  The  Terrain 

We  Are  Tke  Map. 
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Ihese  days,  a  complex  market- 
place can  often  send  your 
investment  portfolio  in  some 

ither  misguided  directions.  At 
TCW,  we  emphasize  a  guided  approach  to  investing. 
First,  we  analyze  your  objectives  and  risk  tolerance.  Then 
we  use  our  expertise  in  asset  allocation  and  portfolio 
management  to  help  you  meet  your  financial  goals. 
Should  market  conditions  change  en  route,  we  reference 
your  strategy  and  adjust  your  investments  accordingly. 


This  approach  to  investing  has  helped  TCW  travel  fron 
$8  million  to  over  $50  billion  under  management  in  just  2. 
years.  If  you  have  assets  of  $5  million  or  more  and 

would  like  more  information  on  TCW,  please  cont 

i 

Jeffrey  V.  Peterson,  Managing  Director,  at  (213)  244-0. 


The      TCW 


•  Over  $50  billion  under  management. 

•  Over  40  distinct  investment  strategies,  equities 
fixed  income,  international  &  alternative. 

•Comprehensive  asset  allocation. 

•Exemplary  long-term  investment 
performance. 

•Continuity  of  management. 


Trust  Company  Of  The  West 

A  Member  ot  The  TCW  Group 


TheJTliegerchro 
from  IWC. 
Fasten  your  seat 


9,995.-18  ct.  yellow  gold  with  leather  strap 
$2, 995. -stainless  steel  with  leather  strap 
$3.995.-stainless  steel  with  bracelet 

Prepare  yourself  for  a  flight  of  fancy  that  had  its 
start  half  a  century  ago,  in  1940,  to  be  exact,  with 
the  worlds  first  pilot's  watch. 
This  fabulous  flight  continued  with  the  Mark  XI 
(1948),  its  successor.  It  was  and  is  held  in  such 
high  esteem  that  current  collectors'  prices  are 
likely  to  bring  you  back  to  terra  firma  in  a  hurry. 
Our  new  pilot's  chronograph  is  the  logical  conse- 
quence of  a  line  of  famous  predecessors:  outs- 
tanding exterior  styling  in  the  round,  the 
thoroughness  of  a  true  pioneer,  and  a  set  of  con- 
struction principles  that  even  connoisseurs  of 
IWC  watches  wouldn't  have  thought  possible. 
Our  new  model  is  happy  to  continue  the  virtual 
tradition  characterizing  IWC  pilot's  chrono- 
graphs as  world's  apart. 


IWC 

C^rtce  /S6S 
For  complete  catalog  please  call  (800)  432-9330 
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Building  Bridges 


Four  in  a  series. 


N 


ow  when  mothers  speak,  daughters  can  have  an  easier  time 


listening.  And  when  fathers  make  pronouncements,  their  sons  may 


actually  find  themselves  nodding  in  agreement. 


As  many  AT&T  customers  are  discovering,  the 


The  AT&T 

ImagiNation  Network 

Interactive  family  entertainment 


barriers  between  loved  ones  are  giving  way  to      '"™>^ -'"*»-"'' 

o  O  J  that  lets  you  play  games,  chat 


or  share  hobbies  on-line. 


bridges  of  understanding.  For  example,  family  members 


are  finding  it  easy  to  comprehend  even  the  subtlest 

AT&T  Trite  Savings* 

Spend  $10  a  month  on 
A  T&T  calls  anywhere 

in  the  us  and  get  25%      inflections  of  a  familiar  voice.  They're  getting  savings 

off  your  bill.  * 


on  calls  to  everybody,  anywhere  in  the  United  States.  And 
distant  relatives  are  growing  closer  by  sharing  laughter 
or  information  on  The  AT&T  ImagiNation  Network? 


AT&T  TrueVoice® 

Patented  technobgy  gives 
you  the  clearest,  richest 

A  world  of  possibilities.  That's  Your  True  Choice™  AT&T.  sound  quality  ever. 


Just  call  1  800  336-TRUE.  Or  on  the  Internet  at  http://www.att.com 


"Available  in  most  areas.  Discount  off  AT&T  basic  residential  rates.  Certain  exclusions  apply. 


AT&T 

Your  True  Choice 
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130  Lies,  Damned  Lies  And  Medical  Statistics 

By  Philip  E.  Ross 

There's  a  scare  a  week  about  what  we  eat,  drink  and 

breathe.  Rut  the  scares  are  based  on  laughable  statistics. 

122  An  Unnecessary  War 

By  Thomas  Sowell 

The  great  lesson  of  World  War  II  is  that  the  slaughter 

was  brought  on  by  pacifism  as  much  as  by  militarism. 

163  Will  Microsoft  Dominate  Banking? 

By  Richard  A.  Shaffer 
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How  Many  People  Are  Working  For  You  To 
Find  People  To  Work  For  You? 


In  today's  business  world, 
less  is  absolutely,  positively, 
unquestionably  more.  The 
smart,  growing  companies 
of  the  '90s  are  finding  ways 
to  consolidate  all  aspects  of 
their  workplace,  because 
they  want  to  have  a  more 
efficient,  more  productive, 
and  more  sensible  way  to 
run  their  business. 

Allow  us  to  introduce 
ourselves.  We're  the  more 


efficient,  more  productive, 
more  sensible  way  to  handle 
all  your  staffing  needs. 

We're  also  known  as 
Management  Recruiters 
International,  your  staffing 
partner,  and  the  nation's 
leader  in  permanent,  flex- 
ible, and  right-fit  staffing 
solutions.  With  over  600 
offices  and  3,000  recruiting 
specialists,  we're  poised 
with  our  comprehensive 


network  to  fulfill  your 
total  staffing  needs. 

And  when  you  work  with 
us,  our  Project  Team  will 
perform  a  needs  analysis, 
and  then  leverage  the  re- 
sources of  MRI  to  find  the 
perfect  fit  for  your  business. 
From  our  Sales  Consultants" 
division  which  specializes 
in  sales  professionals,  to  our 
CompuSearch"  specialists 
who  can  help  you  find  "infor- 


mation systems"  personnel, 
to  our  OfficeMates5  group 
for  administrative  and 
office  support  personnel, 
to  our  Management  Recrui- 
ters* division  for  more 
search  specialists  than 
anyone,  we're  here  to  help. 
Companies  of  the  '90s 
want  a  better  way  to  run 
their  business.  Which  is 
exactly  what  we're  all  about. 
Smart,  huh? 


Sales  Consultants 

Management 
Recruiters 

CumpuSearcli 

Ofli<<Matcs5 
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Enjoy  the  puzzled  looks  in  your  rearview  mirror.  Especially  from  BMW  and  Mercedes  owners.  The  front-wheel-drive  Saab  9000  Aero  does  0  to  60  in 
i.2  seconds  with  a  top  speed  of  149  m.p.h"  beating  the  BMW  530i  and  the  Mercedes  E420.  Its  easy-loading  hatch  opens  on  a  cargo  area  larger  than  both 
jf  theirs  combined."  Plus,  the  9000  was  named  "the  safest  car  in  Sweden'"'  three  times  in  a  row.  Impressive  credentials, 
jnless  you're  too  busy  scratching  your  head  to  notice  For  a  free  Saab  Excursion  Kit,  call  1-800-582-SAAB,  Ext.  208. 

Car  and  Driver  I99S  Buyer's  Guide.  "With  rear  seat  folded  Source   1995  )ATO  Dynamics.  Inc.  t Based  on  study  of  injuries  sustained  in  auto  accidents  in  Sweden  by  Folksam  Insurance  Institute    ©1995  SAAB  CARS  USA,  INC 
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Will  eating  raw  carrots  raise  your  IQ.S 

Philip  Ross,  author  of  our  cover  story 
on  diet  scares,  recalls  a  brush  with 
loony  statistics  nearlv  20  vears  ago.  A 
Northwestern  University  classmate — 
then  a  psych  major,  now  a  professor  of 
medicine — noted  a  curious  finding 
from  a  study  correlating  intelligence 
to  other  traits.  The  strongest  correla- 
tion was  to  whether  the  subject  liked 
his  carrots  raw  or  cooked.  "We'd  go 
around  popping  the  question  and 
smirking  at  the  answer,"  Ross  recalls. 
"The  'right'  answer  was  raw.  Philip  Ross 

"Of  course,  the  correlation  was  ■■"■"■■ 
meaningless.  If  you  ask  enough  ques- 
tions, you  will  eventually  come  upon  some  startling  connection.  To 
us,  random  correlations  were  a  joke.  Not  so  to  modern-day  health 
fanatics,  who  go  into  a  tizzy  even-  time  some  study  comes  out 
supposedly  proving  that  toasters  cause  cancer,  or  fish  oils  make  you 
live  longer,  or  secondhand  smoke  causes  lung  cancer." 

Ross,  Forbes'  technology  editor  since  joining  us  two  vears  ago 
from  Scientific  American,  took  a  close  look  at  what  he  calls  the  health 
scare  industry.  He  found  a  lot  of  people  doing  the  logical  equivalent 
of  urging  people  to  eat  raw  carrots  to  improve  their  iqs.  "Lies, 
damned  lies  and  medical  statistics"  starts  on  page  130. 


For  the  sake  of  your  financial  health 


Patrolling,  as  she  does  for  Forbes, 
the  insurance,  401  (k)s  and  estate 
planning  beat,  Carolyn  Geer  is  alert  to 
tads  and  gimmicks  peddled  by  sellers 
of  financial  products.  When  she  first 
started  hearing  about  them  a  few  years 
ago,  living  trusts  sounded  like  a  gim- 
mick. Something  for  planners  to 
make  a  buck  from.  But  Geer  is  open- 
minded — as  a  good  reporter  should 
be — .md,  she  says:  "Fverywhere  I 
looked  people  were  setting  up  trusts. 
And  not  just  rich  people.  My  grand- 
mother set  up  a  revocable  living  trust 
when  she  sold  her  modest  house  in  b^^bB 
Connecticut  and  moved  to  Florida.  A 

money  manager  I  know  has  one.  Lawyers  pooh-pooh  trusts  and 
defend  the  traditional  probate  court  systenj.  But  then  I  came  across  a 
prominent  estate  planning  lawyer  in  New  York  who  set  up  a  trust  for 
his  own  mother  and  lather.  Then  I  realized  that,  much  as  lawyers 
dislike  them  because  they  reduce  probate  fees,  trusts  aren't  any 
passing  fad." 

Geer's  article,  "Trust  a  trust,"  begins  on  page  168.  It  is  a  bit 
complicated.  We  regret  we  can't  promise  you  will  have  fun  reading  it, 
but  you  and/or  your  heirs  may  be  out  of  pocket  if  you  don't. 


Carolyn  Geer 


CS  Editor 


10 


Forbes  ■  August  14,  1995 


©  1995  Eli  Ldly  and  Company 


s 


Sarah  knows  a  lot  about  diabetes.  She  knows  because      J"^S       she  has  it.  But  she  doesn't  know  that  Eli  Lilly  and 


Company  developed  the  medicine   she   takes   every  day.   Or  that   we  keep  her  doctor  up-to-date   about  the   findings 


a 


of  health   care   professionals   all   over   the  world         vLlwj      wno    treat   kids   just   like   her.  Why   should   she? 


She's  busy  just  being  a  seven-year-old.  If  the  last  119  years  have  taught  us  anything,  it  is  simply  this:  knowledge  is 


powerful  medicine.  So,  while  we  continue  our  search        ImT  f°r  innovative  medicines,   Lilly  is  also  pioneering 


r 


wavs    to   use    information   technology   to    improve    health    care.   We're    collecting,    analyzing,    and   sharing   infor- 
mation  with   thousands   of  health   care   providers        (■    /■        and    patients.    And    we're    leading   the    search    for 
better,    more    affordable    treatments,    preventions,    and    cures— so    people    can    live    healthier,    more    active    lives. 


Meanwhile,   for   Sarah,  Lilly  may  be  onlv   che  name  M  on   her  medicine. ..and    that's    just    fine    with    us 


KNOWLEDGE  IS  POWERFUL  MEDICINE 
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FOLLOW  THROUGH 


EDITED  DY  MICHAEL  SCHUMAH 


The  long  arm 
of  the  taxman 

Our  cover  story  on  tax  expatria- 
tion by  the  super/rich  (Nov.  21,  1994) 
sparked  a  landslide  of  political  postur- 
ing and  two  House  bills  aimed  at 
closing  the  tax  loopholes. 

Republican  Bill  Archer  of  Texas  is 
cosponsoring  a  bill 
that  would  tax 
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any  expatriate 

with  either  a  net 

worth  exceeding 

$500,000  or  a 

recent  tax  liability 

exceeding 

$100,000.  Expats 

would  be  liable 

for  ten  years  after 

leaving  the  country.  The  bill  could 

raise  nearly  $800  million  over  five 

years.  After  emerging  from  the  Ways  & 

Means  committee  in  June,  the  bill  was 

favorably  reviewed  by  the  Joint 

Committee  on  Taxation. 

The  Democrats  counter  that 
Archer's  bill  isn't  tough  enough. 
They  say  expats  will  be  able  to  realize 
capital  gains  after  the  ten-year  period 
and  escape  the  irs.  President  Clinton 
proposed  taxing  unrealized  gains 
when  citizenship  is  renounced,  but 
the  resulting  bill  met  a  partisan  death 
in  committee. 

All  the  bickering  leaves  the  basic 
question  unanswered:   Why  doesn't 
Congress  remove  the  incentive  to  flee 
the  country  by  lowering  taxes? 

-MlCHAE]    NOER 

Game  over? 

"The  consumer  will  buy  an  expen- 
sive system  if  it's  worth  it,"  3DO 
Chief  Executive  William  (Trip) 
Hawkins  III  said  about  his  $700,  32- 
bit  videogame  machine  (Sept.  13, 
1993).  We  were  skeptical,  and  cus- 


tomers proved  us  right. 

After  nearly  two  years  on  the 
shelves,  3DO  has  an  installed  base 
of  only  700,000  machines  world- 
wide. Sega  and  Sony  introduced 
equally  fast  32-bit  machines  late  last 
year  and  have  each  sold  more  than 
1  million  units   in  Japan  alone. 

3DO's  manufacturers  recently 
lowered  the  unit's  price  to  $299, 
but  with  Sony's  system  hitting  the 
States  this  fall  and  Sega's  already 
here,  it  might  be  too  late.  3DO  has 
lost  $116  million  since  1991,  and 
the  stock  has  fallen  76%  off  its  1993 
high,  to  a  recent  IIV4. 

Hawkins'  hopes  now  tall  on  the 
M2,  the  recently  unveiled  64-bit 
platform.  The  technology,  once 
again,  is  way  ahead  of  its  time,  and 
Hawkins  is  looking  for  a  hardware 
licensing  deal.  Sega,  which  is  far 
from  its  64-bit  machine,  was  report- 
edly interested,  but  Sega  of  America 
Chief  Executive  Tom  Kalinske  says: 
"It  won't  be  us."  Stay  tuned. 

-Bruce  Upbin 

What  a  riot 

Penny-pinching  governments  and  a 
growing  customer  base  seemed  to  put 
jail  management  company  Esmor 
Correctional  Services  in  a  "surefire 
growth  business"  (Jan.  16).  But  jails 
can  be  dangerous  places,  for  share- 
holders as  well  as  prisoners. 

In  June  illegal  immigrants  housed 
at  Esmor's  Elizabeth,  N.J.  Immi- 
gration &  Naturalization  Service 
detention  center  rioted,  complaining 
of  poor  treatment  and  interminable 
waits  lor  immigration  hearings. 

Immigration  officials  announced  in 
July  that  they  will  probably  let 
Esmor's  contract  lapse.  An  ins  investi- 
gation claims  that  Esmor's  managers 
at  the  facility  lailed  to  properly  super- 
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3D0  live-action 
videogame 
Killing  Time 
The  technology 
was  great, 
but  the  price 
too  high. 
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"Surprise  me.  Give  me  more  power 
than  I  thought  I  could  get  for  my  money. ' 


IBM  Solution  #  111163-J 


H  a.k.a.  "Affordable  Pentium  Technology" 


you're  looking  for  a  lot  of  per- 
formance for  not  a  lot  of  money, 
onsider  the  new  IBM  PC  300. 
umped  up  with  a  75  or  90MHz 
entium*  chip  and  64-bit  graphics, 

delivers  all  the  speed  and  func- 
onality  you  need  for  off-the-shelf 


'  75/90MH2  Pentium 
processors 

•  SeleclaSystem':" 
DOS/Windows" 
and  OS/2'  Warp 

•  64-bil  graphics 


3 -year  warranty' 
•  IBM  Help  Ware' 
540/ '850MB  HDD 

•  PCI/ISA  bus 
architecture 

•  Fax  ID  f  3467 


FOR  MORE  DETAILS  ON  PC  300S,  CALL  1  800  772-2227 


or  customized  applications.  And 
it  starts  at  just  $1825'  (monitor  not 
included).  Which  means  you  can 
take  on  the  heavy  stuff  without 
getting  in  over  your  head.  The  IBM 
PC  300.  One  more  reason  there 
is  a  difference!"    =z =■  = 


lilry-level  PC  Direct  price  lor  75MHi/540MB  HOD  Dealer  prices  ana  product  availability  may  vaiy  'IBM's  Statement  ol  Limned  Warranty  is  available  upon  request  tjy  calling  !  SO'J  Z72-2227  'In  Canada,  call  I  800  465-7779  IBM,  OS/2  and  HelpWare 
registered  trademarks  and  SeleclaSystem  and  "There  is  3  dillerence'  are  trademarks  ol  International  Business  Machines  Corporation  Pentium  is  a  registered  Ira  r|  Windows  is  a  Irademaik  ol  Microsoll  Corp  ©1995  IBM  Corporation 


WORK. 
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RESPONSIBILITY. 


HOURS. 


\Who  says  employers  are  cutting  back  on  everything?] 


Unum  Life  Insurance  Company  of  America 

Portland,  ME  (Canada  and  all  U.S.  states  except  NY) 


Colonial  Life  &  Accident  Insurance  Company 

Columbia,  SC  (All  states  except  NY) 


Unum  Limited  |UK) 

Dorking,  England 


MM. 
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While  "downsizing"  may  not  be  a  jour-letter 
vord,  it  definitely  carries  some  rather  nasty  conno- 
ations.  As  companies  ask  fewer  people  to  do  more 
iork,  and  stress  takes  its  toll,  the  result  is  an  increase 
n  the  nuynber  of  disability  claims  and  higher  costs 
or  employers  and  employees  alike. 

On  the  brighter  side,  there's  the  term  "disability 
nanagement"  the  method  by  which  Unum  is  working 
nth  companies  to  keep  their  employees  healthy.  By 
loing  things  like  implementing  wellness  programs, 
ffering  stress  management  seminars  and  even 
'econfiguring  assembly  lines,  we  can  greatly  reduce 


the  likelihood  of  disabilities.  Just  as  importantly, 
we  offer  forward-thinking  solutions  to  people  who 
do  happen  to  suffer  disabilities  outside  the  work- 
place. So  they  can  get  back  to  work,  and  back  to 
their  accustomed  lifestyles,  as  quickly  as  possible. 
The  poiyit  being,  when  it  comes  to  both  short 
and  long  term  disability  insurance^  we  simply  have 
more  to  offer.  And,  in  this  case,  more  is  definitely 
better.  For  further  information  on 
the  Unum  family  of  companies, 
contact  your  insurance  broker. 

„  ,     ,    rf  Unum 

Heres  to  a  long  life.  We  see  farther. 


■  num  Japan 

HTokvo,  Japan 


Commercial  Life  Insurance  Company 

PlSCATAWAY,  NJ   (ALL   STATES   EXCEPT   NY) 


First  Unlm  Life  Insurance  Company  |New  York  State  Only) 

l  20  White  Plains  Rr>.  Tarbvtown,  NY  10591 
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CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convirt 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
•Micro-Miniature  TV-Cameras  •Mini  TV-Cameras  •  Pinhole  Lens 
TV-Cameras  •Color  TV-Cameras  •Dome  TV-Cameras  •Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  •Picture  TV-Cameras 
•Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-CamerasVrWaterproof  TV-Cameras 
•960  Hour  Time-Lapse  Recorders  *Quad  Compressors  •Multiplexers  •Monitors  •Camera  Switchers 

•Pan-Tilts  •Phone-Line  Video  Transmission  and  Reception  Systems 

AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 


800-396-CCTV 


Esmor  detainees  after  the  Elizabeth  riot 
Charges  of  abuse  tank  the  stock. 


vise  and  train  its  guards,  resulting  in 
verbal  and  physical  harassment  of 
detainees.  Esmor  had  attempted  to 
hide  the  facility's  problems  from  INS 
officials. 

Has  the  fiasco  put  Esmor  on  death 
Chief  Executiv 
calls  it  "a  temporary  setback.'"  Esmor 
took  over  a  juvenile  facility  in  Florida 
in  July,  but  how  three  other  contracts 
now  under  negotiation  will  be  affect- 
ed is  unclear.  The  stock  has  fallen  by 
60%,  to  a  recent  77/s,  since  mid-June. 


Iced  hockey 


WATCH  YOUR  backs,  bloated  big  lea- 
guers— disgruntled  fans  are  really 
looking  elsewhere.  Consider  profes- 
sional hockey.  The  17-team 
International  Hockey  League  was  tak- 
ing advantage  of  the  National  Hockey 
League  player  lockout  early  last  sea- 
son with  quality  plav  for  low  prices 
(Feb.  13). 

Now  the  final  standings  are  in,  and 
it  was  a  rout.  While  average  atten- 
dance per  game  at  NHL  games  crept 
up  2%,  ihi.  attendance  jumped  25% 
last  season.  For  the  first  time  in  league 
history,  four  teams  averaged  over 
10,000  tans  per  game.  Among  those 
teams:  Detroit  and  Chicago,  which 
also  have  NHL  franchises. 

Now  the  ihi.  is  looking  north. 
Devoted  Canadian  tans  were  even 
more  angered  by  the  NHL  lockout 
than  American  tans,  and  attendance 
fell  for  many  teams.  The  Quebec 
Nordiques  have  moved  to  Denver, 
and  the  moneylosing  Winnipeg  Jets 
may  also  consider  a  move  south. 

Several  investor  groups  may  start 
ihi.  teams  in  Canada,  and  the 
Denver  franchise  could  relocate  to 
Quebec.  Take  note,  David  Stern.  H 
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Bangkok...  The  be^t  of  both  worlds. 


irlhaiiaha 


'  Krungtbepmahanakbon  Amonrattanako<fin 

Mabintbarayutthaya  Mahaddokpbop  Noppharat  Ratchatbaniburirom 
Udomratchaniwetmabcuatban  Amonpbiman  Awataruatbit 
SakkathattiyawitjanukamprcuU 


H- 


he  capital  with  the  longest  name' also 
has  the  longest  list  of  traditional  and  modern 
splendours.  Legendary  Hotels.  The  world's  most 
luxurious  accommodation.  Breathtaking  and 
dazzling  temples.  Century-old  markets. 
Glamourous  shopping  arcades.  Spicy  and 
exotic  kerbside  delights.  Sumptuous  seafood. 
Savoury  Thai  and  international  cuisine.  Traditional 
Thai  hospitality. 

Bangkok  gives  you  it  all  and  then  some.  Your 
choices  are  virtually  limitless. 

And  as  you  explore  Thailand's  colourful  traditions, 
you  will  also  discover  spectacular  natural  splendours 
as  well  as  fun-filled  and  exciting  experiences. 

So,  please  join  us  as  we  celebrate  the 
Fiftieth  Anniversary  of  His  Majesty's  Accession 
to  the  Throne  throughout  1995-1996. 


t       :hi        a,        k        it-.       j\>       rv        o 

DISCOVER       the      TREASURES      o  f     a      KINGDOM 

For  a  FREE  brochure  on  Thailand's  many  treasures,  fill  in  and  mail  this  coupon  to  :  Tourism  Authority  of  Thailand, 

303EastWackerDnve,Suite400,Chicago,IL.  60601, U.S.A.  Tel:  (312)8193990-5,  Fax:  1312  5650359, 

or5WorldTradeCenter,  Suite  No.  3443,  New  York,  N.Y.  10048,  U.S.A.  Tel:  (212;  4320433-34,  Fax:  1212  9120920, 

or  3440  WilshireBlvd.SuitellOO.Los  Angeles,  CA90010.U.S.A.  Tel:  (213)3822353-55,  Fax:  1213  3897544. 
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God  and  man 
in  Japan 

Religion — of  a  sort — seems  to  be 
making  a  comeback  in  Japan.  Aum 
Shinrikyo,  they  of  the  poison  gas, 
get  the  ink,  but  over  100  new  faiths 
are  being  formed  even'  year — 
about  one  even'  three  days,  accord- 
ing to  the  government's  cultural 
affairs  agency.  Happy  Science, 
founded  nine  years  ago  by  a  former 
office  worker  at  a  general  trading 
company,  is  the  largest  of  the  new 
sects,  with  5  million  members.  But 
where  Aum  Shinrikyo  is  chauvinis- 
tic, Happy  Science  offers  to  embrace 
all  of  mankind  and  even  the  uni- 
verse. Its  deities  include  Buddha, 
Zeus,  Jesus  Christ  and  a  space-trav- 
eling giant  called  El  Kantare. 


u  %  %    8  9  * 


Rupert 

in  rupeeland 


Building  a  global  media  empire- 
can  land  you  in  some  touchy  situa- 
tions. On  Rupert  Murdoch's  100%- 
owned  Star  TV  network  two  months 
ago  Ashok  Row  Kavi,  an  Indian  ho- 
mosexual rights  activist,  called  Ma- 
hatma  Gandhi  a  "bastard  bania" — 
the  latter  word  a  derogatory  term  for 
the  merchant  caste  into  which  the 
independence  leader  was  born.  Tu- 
shar  Gandhi,  the  saintly  politician's 
great-grandson,  threatened  to  sue 
Murdoch's  Star  TV  network  for  over 
S15  million.  An  Indian  court  issued  a 
bailable  warrant  reportedly  requir- 
ing Murdoch  to  post  5,000  rupees 
(S161 )  to  guarantee  the  media  mo- 
gul's appearance  in  court.  The  affair 
gave  yet  another  excuse  for  some 
members  of  the  Indian  parliament  to 
earn  on  about  the  supposed  dan- 
gers of  cultural  imperialism  via  the 
form  of  foreign  media. 


News  Corp.'s  Rupert  Murdoch 

A  legal  hassle  in  India; 

a  touchdown  in  Los  Angeles. 


Drop-kicking  L.A. 

I. os  AngEI  is  fans  are  notorious  for 
neglecting  their  hometown  sports. 
They  see,  are  seen,  and  then  leave 
at  halftime.  So  when  the  National 
Football  League's  L.A.  Rams 
moved  to  St.  Louis  earlier  this  year, 
followed  by  the  planned  defection 
of  the  L.A.  Raiders  to  Oakland,  the 
nation's  second-largest  television 
market  suddenly  found  itself  foot- 
ball-less. 


But  Rupert  Murdoch's  Fox  TV 
and  General  Electric's  nbc,  which 
jointly  own  the  rights  to  Sunday 
afternoon  coverage,  couldn't  have 
cared  less.  Local  ratings  for  the 
lousv  Rams  and  mediocre  Raiders 
were,  well,  lousy  and  mediocre,  but 
the  nenvorks  were  contractually  obli- 
gated to  show  the  local  teams' 
games.  Since  the  city  no  longer  has  a 
local  team,  the  nenvorks  can  now 
offer  Los  Angelenos  something  better 
than  their  own  lackluster  former 
football  teams. 

Additionally,  some  NHL  fine  print, 
which  forbids  broadcasting  games 
when  the  other  network  is  showing 
a  local  team,  no  longer  applies,  mean- 
ing Fox  and  nbc:  can  televise  rough- 
ly 50%  more  games  in  Los  Angeles. 
Yet  another  boost:  Ratings  in  the 
more  partisan,  football-starved  towns 
of  St.  Louis  and  Oakland  are  expect- 
ed to  soar.  All  in  all,  looks  like  a  touch- 
down for  Murdoch  and  GE. 


Safety  last 


A  COUPLE  OF  years  ago  Greyhound 
announced  it  was  going  to  spend  $5 
million  to  equip  its  1,500  buses 
with  radar,  as  a  safety  device  to  alert 
drivers  to  unseen  obstacles.  Yet  an- 
other way  technology  was  going  to 
make  the  roads  safer.  Now  Grey- 
hound is  pulling  the  equipment  out  of 
its  buses.  It  seems  the  gadgets 
caused  a  worse  safety  problem  than 
any  they  might  have  solved.  It  turns 
out  the  bus  radars  would  set  off  radar 
detectors  in  passing  autos  whose 
drivers  had  placed  the  equipment  on 
the  floor  to  hide  it  from  the  cops. 
Set  the  scene:  Joe  Driver  has  just 
floored  his  car  to  pass  the  Grey- 
hound bus.  He  is  starting  to  swing 
back  into  the  first  lane  when  his 
radar  detector  beeps.  He  slams  on  his 
brakes,  in  front  of  the  bus.  The  bus 
driver  slams  on  his  brakes.  You  get  the 
picture. 

The  accident 
finally  happened 

THH  ERRANT  TRADER  at  First  Capital 
who  lost  more  than  SI 30  million  of 
the  S20  billion  Common  Fund  has 
triggered  lawsuits  and  an  investiga- 
tion by  the  Securities  &  Exchange 
Commission. 
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The  disaster  came  as  no  great  sur- 
prise to  some  at  the  firm,  who  claim 
that  the  top  boss,  Common  Fund 
President  David  Storrs,  is  a  terrible 
manager.  As  one  employee  puts  it: 
"David  is  constitutionally  unable  to 
give  up  the  reins  on  anything." 

Stories  about  Storrs  abound:  that 
his  secretary  once  found  Storrs  in  a 
darkened  storeroom,  editing  an  un- 
derling's internal  memo,  one  of  his 
favorite  pastimes. 

Two  years  ago  he  did  hire  Robert 
Shultz,  a  former  manager  of  the  $34 
billion  IBM  pension  fund,  to  intro- 
duce risk-management  systems  and 
ride  herd  on  the  fund's  stable  of 
managers.  But  Shultz  was  gone  in  15 
months.  -Dyan  Machan 

Give  the  man 
credit 

Like  most  of  us,  John  Galbreath 
receives  piles  of  unsolicited,  "pre- 
approved"  credit  card  applications 
in  the  mail.  Galbreath  doesn't  just 
toss  them  out.  In  April  he  filled  out 
a  credit  card  application  on  which  he 
stated  that  he  was  97  years  old  and 
had  no  income,  no  telephone  and  no 
Social  Security  number.  In  a  space 
inviting  him  to  let  the  credit  card 
company  pay  off  his  other  credit 
card  balances,  Galbreath  said  he 
owed  money  to  the  Mafia. 

Back  came  a  credit  card  and  a 
letter  welcoming  him  to  the  fold  with 
a  $1,500  credit  limit.  Galbreath  had 
requested  the  card  under  a  false  name, 
John  C.  Reath,  an  alias  under  which 
he  had  received  two  other  credit 
cards — earning  exemplary  credit. 
John  C.  Reath  might  be  a  bit  long  in 
the  tooth,  but  it  seems  he  paid  his 
bills  on  time.  Hi 
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When  did  you  get  your  first  bottle  of  Jack  Daniel's?  Write  us  and  tell  us  about  it. 

MR.  JACK  DANIEL  CHOSE  a  square  bottle 
for  his  whiskey,  he  said,  so  folks  would  know 
they  were  getting  a  square  deal. 

Mr.  Jack  wanted  a  bottle  as  distinctive  as  his 
Old  No.  7  Tennessee  Whiskey,  but  not  too 
fancy.  So  in  1895,  the  square  bottle  was  born. 
Since  we  still  mellow  our  whiskey 
as  he  did,  we've  never  changed  the 
shape.  If  your  interest  lies  in  a  smooth 
sippin'  whiskey,  we  recommend 
Jack  Daniel's.  But  if  you  like  fancy 
bottles,  well,  there's  no  shortage  of 
brands  to  pick  from. 

SMOOTH    SIPPIN' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  m  tJv  National  Register  of  Hisrrm'c  Places  b>  the  United  States  Government. 


ncHucno  ohi 


Houston  lawyer  John  O'Quinn 
How  to  nail  Dow  Chemical,  too. 


No  love  lost 

Sir:  Re  "A  Texas  gunslinger"  (July 
3).  The  idea  of  a  [multi-]  billion- 
dollar  medical  lawsuit  without  scien- 
tific confirmation  linking  the  breast 
prosthesis  to  a  disease  or  a  debilitating 
condition  is  a  sad  commentary  on 
today's  intellectual  climate.  A  court- 
room used  to  be  a  place  for  facts;  now, 
emotions  rule,  evidence  becomes  sec- 
ondary and  the  successful  business- 
man or  company  be  damned.  These 
ambulance  chasing  law  vers  are  blatant 
enemies  of  even'  honest  person. 
-John  Lewis 
East  Greenwich,  R.I. 

Sir:  As  an  M.D.,  I  am  very  uncom- 
fortable with  the  breast  implant  issue. 
Prior  to  the  creation  of  implants  filled 
with  silicon,  injections  of  that  very 
same  silicon  were  used  and  there  was 
no  surge  in  autoimmune  diseases. 
The  technique  was  abandoned  for 
cosmetic  reasons — the  silicon  shifted 
place.  Now  O'Quinn  isn't  satisfied 
with  putting  Dow  Corning  into  bank- 
ruptcy but  is  attempting  to  do  the 
same  with  Dow  Chemical!  I  am  be- 
ginning to  think  the  individual  who 
stated  that  a  country's  econo  nic  vital- 
ity is  inversely  related  to  the  number 
of  lawyers  per  capita  may  well  i>e  right. 
-James  Ditchik,  M.D. 
Encino,  Calif. 


More  than  skin-deep 

Sir:  Re  "Bosnia  vs.  Stanford"  (July 
17).  The  same  "'self-indulgent"  stu- 
dent population  that  set  a  Guinness 
world  record  for  mooning  at  Stanford 
also  launched  a  giant  bone  marrow 
drive  one  week  later.  Our  campus- 
wide  effort  to  save  a  fellow  student 
diagnosed  with  leukemia  netted  the 
largest  pool  of  Asian  American  donors 
in  history.  College  is  a  place  where 
social  norms  are  tested,  not  simply 
indoctrinated.  While  students  today 
may  not  take  themselves  as  seriously 
as  before,  they  are  not  "moral  exhibi- 
tionists." Their  sense  of  obligation 
and  compassion  remains  every  bit  as 
strong. 

-Craig  Skotdal 
Senior 

Stanford  University 
Stanford,  Calif] 

Japanese  war  chest 

Sir:  Re  Jude  Wanniski's  letter  (July 
31).  Wanniski  argues  that  the  reason 
the  Japanese  might  stop  buying  U.S. 
assets  is  that  they  won't  have  dollars  if 
the  U.S.  puts  a  100%  tariff  on  luxury 
cars.  [But]  even  if  the  huge  Japanese 
current  surplus  account  with  the  U.S. 
should  fall  to  zero,  the  Bank  of  Japan 
has  accumulated  a  war  chest  of  about 
$157  billion  in  dollar-denominated 
reserves.  This  gives  them  plenty  of 
dollars  [to  buy  U.S.  assets]. 
-Steve  H.  Hanke 
Baltimore,  Md. 


Lower  losses 

Sir:  Re  "Squeak,  squeak"  (May  22).  I 

deeply  regret  that  shareholders  of  the 

Community  Bankers  Fund  incurred 

any  loss.  The  amount  of  the  loss  was 

3.9%,  not  6%  as  stated  in  your  article. 

-John  G.  Guffey 

Director 

Community  Bankers  Fund 

Chevy  Chase,  Md. 

Ph.D.s  on  the  dole: 

Sir:  Re  Fact  &  Comment  (July  3). 
The  job  market  for  U.S.  citizens  with 
Ph.D.s  and  their  working  conditions 
have  declined  steadily  over  the  last  20 
years  and  plummeted  since  1990.  Sci- 
entists face  scarce  jobs,  decreasing 
status,  temporary  employment,  low 


wages,  lack  of  benefits  and  hostile 
management  conditions.  Because  ofl 
this,  U.S.  citizens  are  getting  out  of  | 
laboratory  research  by  any  route  pos- 
sible. Others  have  resorted  to 
"dumbing  down"  their  resumes  so 
they  can  apply  for  work  as  techni- 
cians. Our  resulting  dependence  on 
foreign  Ph.D.s  in  critical  areas  is  not  a 
solution  but  a  symptom  of  a  larger 
problem. 

-Gregg  W.  Silk,  Ph.D. 
Beltsville,  Md. 


Looking  up 

Sir:  Re  "Newt  Gingrich,  meet  Max 
Weber"  (July  17).  Much  as  I  find  it 
difficult  to  take  issue  with  someone 
who  so  skillfully  unmasked  bias  in  the 
media,  I  am  afraid  I  cannot  agree  with 
Stanley  Rothman's  gloomy  prognosis 
for  American  society.  The  very  forces 
which  threaten  the  elite  and  en- 
trenched bureaucrats  are  also  those 
which  foretell  such  a  positive  outlook 
for  the  other  95%  of  us.  While  these 
forces  will  likely  take  a  generation  to 
come  to  full  fruition,  the  transfer  of 
power  under  way  is  unmistakable.  It  is 
not  surprising  that  Rothman  per- 
ceives some  desperation  on  the  part  of 
the  elite.  However,  I  doubt  they  or 
the  government  will  be  able  to  effec- 
tively resort  to  authoritarian  measures 
given  their  low  and  decreasing  credi- 
bility with  a  reenergized  electorate. 
-Michael  G.  Williams 
Stafford,  Tex. 

Cheers! 

Sir:  Re  "Figure  your  odds"  (July  3). 
The  most  profound  single  way  to 
reduce  heart  attack  risk  by  up  to 
50% — moderate  consumption  of  al- 
cohol, primarily  red  wine  with  food. 
While  it  is  politically  correct  and  ideo- 
logically convenient  to  bash  alcohol 
in  everv  form  and  in  any  level  of 
consumption,  it  is  established  scien- 
tific fact  that  people  who  consume 
alcohol  in  moderation  not  only  have 
half  the  heart  attacks  as  either  abstain- 
ers or  heavy  drinkers,  but  they  have  a 
lower  death  rate  from  all  causes. 
-Lewis  Perdue 
Wine  Business  Publications 
Sonoma,  Calif. 

See  story,  p.  130. — Ed. 
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There's  more  to  the  Mazda  Mill 
than  meets  the  wallet 


BflMi 


Mazda  presents  a  new  take  on  the  old  idea  of  getting  what  you  pay  for. 
The  Mazda  Millenia.  A  luxury  sedan  designed  to  compete  with  brands  like  Mercedes 
BMW  and  Lexus.  But  the  Millenia  isnt  sold  by  a  separate  luxury  division.  So  you 
don't  pay  for  luxury  overhead.  And 
more  of  what  you  spend 
goes  into  what 
you  drive. 


To  make  it  feel  more  solid  than  other  luxury  cars,  the  sides  of  the  Millenia  are 
stamped  from  single  pieces,  not  welded  from  smaller  ones.  The  result  is  a  fit  so  precise, 
body  panel  seams  are  20%  tighter  than  on  a  Mercedes  C280. 

Under  the  hood,  the  Millenia  S  has  a  unique,  high-output  V6,  up  to  80%  more 
powerful  than  ordinary  engines  of  comparable  size.  And  though  it  makes  the  Millenia  S 
faster  from  0  to  60  than  the  V8-powered  BMW  530i,  it  actually  burns  less  fuel!" 

To  protect  its  passengers,  the  Millenia  meets  global  safety  requirements  through 
1997.  Naturally,  dual  air  bags,  anti-lock  brakes  and  front -wheel  drive  are  standard. 
And  for  everyday  peace  of  mind,  the  Millenia  comes  with  a  36-month/50,000-mile 
warranty  and  24-hour  Emergency  Roadside  Assistance.** 

The  Mazda  Millenia.  Starting  at  just  $27,  525  j  one  place  we're  sure  you  won't 
mind  settling  for  less.  For  a  free  brochure,  call  1-800-639-1000, 

It  Just  Feels  Right/ 

Claims  based  on  results  of  tests  conducted  by  Automotive  Marketing  Consultants,  Inc.,  and  certified  by  the  United  States  Auto  Club.  Models  tested  with  automatic 
transmission.  "Millenia  S  EPA  estimated  28  mpg  highway/20  mpg  city."See  dealer  for  details  on  limited  warranty  and  Roadside  Assistance  programs.  tS27,525  MSRPfor 
Millenia  with  cloth  trim.  $33,595  MSRP  for  Millenia  S  shown.  Taxes,  license,  freight,  options,  dealer  charges  extra.  Actual  prices  set  by  dealer.  ©1995  Mazda  Motor  of  America,  Inc. 


Schwab's  Research  On  Request 

Helps  You  Make 

Smarter  Stock  Decisions. 
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Get  unbiased  company  research  reports  on  thousands  of  stocks. 


At  Charles  Schwab,  we  know  how 
important  it  is  for  investors  to  have  the 
necessary  information  to  make  more 
informed  decisions.  This  is  particularly 
true  when  it  comes  to  selecting  stocks. 
That's  why  we  offer  Research  On 
Request — unbiased,  in-depth  research 
from  independent  Wall  Street  sources 
such  as  Standard  &  Poor's  and  First 
Call.  With  Research  On  Request  you 
can  take  advantage  of  the  same  invest- 
ment information  used  by  professional 
portfolio  managers,  traders  and  ana- 
lysts. Each  Research  On  Request  com- 
pany report  includes  the  following: 


,«sS***r: 


Stock  Reports.  These  valuable  two-page  reports  give  company  background  information  and 
financial  data  on  over  4,400  companies  and  are  respected  for  their  objective  analysis  and  breadth 
of  coverage. 
Earnings  Estimates.  Updated  every  day,  these  reports  show  what  professional 
analysts  think  a  specific  company  will  earn  in  the  current  quarter,  current  year 
and  following  year. 
Historical  Price  Charts.  Current  as  of  the  previous  day, 
these  five-year  price  charts  are  available  on  over  10,000 
securities,  including  common  and  preferred  stocks, 
warrants,  rights,  mutual  funds  and  over  700  indices.  ^ 
Industry  Reports. 
Available  on  80  different  industries, 
these  two-page  reports  include  an  evaluation  of 
an  industry's  near  and  long-term  investment  out- 
look, as  well  as  a  statistical  comparison  of  the 
leading  firms  in  each  industry. 
News  Stories.  Each  report  gives  chronological 
information  on  the  events  that  may  have  affected 
the  price  of  the  selected  stock.  Updated  daily, 
news  stories  are  available  on  7,000  companies. 
Sign  Up  Today.  If  you'd  like  to  make  more  informed  stock  decisions,  take  advantage  of  these 
valuable  reports  today  To  qualify  for  and  learn  how  to  order  Research  On  Request,  visit  or  call  one 
of  the  more  than  200  Schwab  offices  nationwide. 

Charles  Schwab 

Helping  Investors  Help  Themselves® 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  STATE  OF  THE  STOCK  MARKET 


is  now  in  the  hands  of  Washington.  If  a  tax  cut,  partic- 
ularly for  capital  gains,  becomes  law,  the  impressive 
gain  in  equity  values  this  year  won't  be  wiped  away. 
The  economy  will  benefit,  too.  If  the  bill  fails,  get  ready 
for  the  storm  shelters. 

President  Clinton  may  well  veto  a  lowering  of  the 
capital  gains  lev)'  as  a  way  to  bash  Republicans  for 
being  overly  friendly  to  the  "rich."  He  will  hurt  him- 
self more  than  he  will  hurt  the  GOP.  A  shaky  econo- 

SEND  IT  TO  THE 

Congress  should  do  to  the  Federal  Communica- 
tions Commission  what  it  did  to  the  Civil  Aeronautics 
Board  17  years  ago:  Abolish  it. 

The  FCC  has  outlived  its  useful- 
ness. The  days  when  airwaves  were 
thought  of  as  a  scarce  resource 
that  had  to  be  allocated  and  regu- 
lated by  a  federal  authority  and 
when  telephones  were  thought  of 
as  a  "natural"  monopoly  are  long 
gone.  In  fact,  this  agency  has  be- 
come an  obstacle  to  our  gaining 
the  full  fruits  of  the  exciting 
changes  sweeping  the  communi- 
cations field.  The  FCC  delayed 
competition  in  long  distance  tele- 
phony by  a  decade  and  did  the  same  with  cellular  phone 
service.  It  hobbled  the  development  of  cable  television. 

Breakneck  technology  has  obliterated  natural  monop- 
olies and  is  increasing  airwave  capacity — the  so-called 


my  is  the  last  thing  he  needs  before  an  election. 

Republicans  and  conservative  Democrats  don't  have 
the  strength  in  this  Congress  to  override  a  veto,  as  a 
similar  coalition  did  in  1948.  President  Truman  had 
used  all  of  his  might  to  block  two  earlier  Republican- 
sponsored  reductions  in  income  taxes  in  1947.  But  by 
April  of  the  next  year,  Congress  overrode  a  third  veto. 
The  resulting  economic  buoyancy  was  no  small  factor  in 
Truman's  upset  victory  later  that  year. 

SMITHSONIAN 

spectrum — almost  exponentially.  There  is  no  way  the 
FCC  can  keep  up  to  speed  on  the  implications  of  new 
technological  developments  such 
as  direct  broadcast  satellites, 
which  may  threaten  the  very  exis- 
tence of  cable  companies. 

By  getting  rid  of  the  FCC,  we 
will  get  a  fantastic  surge  of  in- 
novation and  competition.  Why 
shouldn't  license-holders  of  spec- 
trum capacity  be  able  to  use  it 
for  whatever  good  purpose  they 
wish?    Communications   compa- 
nies should  be  free  to  compete 
in  any  market.  Local  telephone 
companies   should    be    open    to 
competition  from   the   likes  of  TCI,  MCI  and  who 
knows  who  else.  And  telephone  companies  should  be 
able  to  compete  against  cable  companies. 

Price    controls   on    interstate    telephone    prices   are 


THE  FLAT,  YELLOW  BRICK  ROAD  TO  PROSPERITY 

Article  by  Malcolm  S.  Forbes  Jr.,  published  in  the  Spring  1995  issue  of  the 
Durell  Journal  of  Money  and  Banking. 


Two  formidable  obstacles  stand  in  the  way  of  the 
U.S.'  entering  its  greatest  period  of  economic  growth 
and  opportunity.  One  is  the  unstable  dollar,  which  has 
been  without  a  gold  anchor  for  a  quarter  of  a  centu- 
ry; the  other  is  our  numbingly  complex,  convoluted, 
incomprehensible,  antigrowth  tax  code. 

The  recent  dollar  crisis  and  the  frightening  collapse  of 


Mexico's  economy  underscore  the  need  for  a  return  to 
a  gold-based  monetary  system  in  the  U.S.  and  globally. 
The  volatile  dollar  is  a  critical  reason  that  real  gains 
in  wages  for  most  Americans  have  not  seen  much 
growth  since  the  late  1960s.  With  a  reliable  greenback, 
interest  rates  would  be  sharply  lower  than  they  are  to- 

(continned  on  p.  153) 
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anachronistic.  Growing  competition  will  do  the  job  bet- 
ter. Any  anticompetitive  activities  could  be  handled  by 
the  Justice  Department. 

The  FCC  and  its  apologists  claim  the  agency  is  essen- 


tial to  preserving  the  public  interest.  Instead,  the  FCC 
has  become  an  instrument  of  special  interests  trying  to 
shackle  competitors  and  would-be  competitors. 
This  dinosaur  should  be  put  to  sleep. 


THE  Baltic  STATES  are  demonstrating  that  countries 
can  make  a  fast  recovery  from  the  debacle  of  commu- 
nism when  thev  follow  proper  principles. 

Estonia  and  Lithuania  and,  to  a 
lesser  extent,  Latvia  have  dramat- 
ically lowered  inflation  and  are 
experiencing  impressive,  real  eco- 
nomic growth.  These  small  states 
avoided  the  shock  therapy  that 
has  so  hobbled  Poland,  Russia 
and  other  parts  of  the  former 
Soviet  Empire. 

Both  Estonia  and  Lithuania  have 
instituted  currency  boards.  Under 
this  mechanism  domestic  money  is 
not  issued  unless  backed  by  hard 
foreign  currency  such  as  the  dollar 
or  the  deutsche  mark  or  by  an  asset 
like  gold.  While  inflation  remains 
high  by  our  standards — around  25% — these  rates  look  tic 
minimis  compared  to  Russia's  and  LTkraine's. 

Estonia  is  particularly  impressive.  It  has  instituted  a 


PRINCIPLES  FOR  PROSPERITY 

flat  tax.  It  has  put  out  the  welcome  mat  for  foreign  in- 
vestment; companies  have  few  restrictions  in  bringing 
in  money  or  in  repatriating  it.  Estonian  businesses  have 
made     impressive     progress     in 


Increasingly  affluent  shoppers  in  Estonian  de- 
partment store:  Free  markets  when  tried,  work. 


establishing   trade    relations   with 
Finland    and    Western    European 
nations.  Soon  this  once  pauper- 
ized   nation    will    likely    exceed 
Portugal  in  its  standard  of  living. 
The  experience  of  Estonia  and 
the  other  Baltic  states  underscores 
the  verity  of  the  basic  principles  of 
economic  progress:  sound  money, 
low    taxes,    property    rights    and 
minimal   political   interference   in 
the  creation  and  conduct  of  busi- 
nesses. Yet  our  Treasury  Depart- 
ment and   international   agencies 
such  as  the  IMF  continue  to  pre- 
scribe such  toxic  policies  as  higher  taxes  and  devalua- 
tions to  Mexico  and  scores  of  other  countries. 
When  will  we  learn? 


ZONING  FOR  GROWTH 


Michigan  Governor  John  Engler  recently  unveiled  an 
exciting  proposal  that  should  be  emulated  bv  his  guber- 
natorial peers  and  by  Congress.  His  tax-free  zones  are 
designed  to  rejuvenate  economically  distressed  urban 
and  rural  areas  in  his  state.  For  years  Congress  has  con- 
sidered Jack  Kemp's  national  version  but  has  never 
passed  an  effective  variant  of  it. 

Under  Engler's  plan,  a  tax-free  zone  would  be  re- 
lieved of  all  state  and  local  levies  (except  for  the  state- 
sales  tax,  so  as  not  to  penalize  businesses  bordering  the 
zone).   Unlike  other  zone   proposals,   the   governor's 


would  have  no  restrictions  on  usage,  be  it  residential, 
industrial  or  commercial.  As  Engler  put  it,  "This  con- 
cept recognizes  that  jobs,  housing  and  neighborhood 
commercial  services  make  for  a  vital  community.*'  The 
big  lure,  of  course,  is  the  waiving  of  local  property 
taxes.  The  state  would  make  up  lost  revenues  for  local 
school  districts. 

Republicans  should  embrace  the  idea  of  Engler-like 
enterprise  zones  to  counter  criticism  from  advocates  of 
affirmative  action  that  the  Parry  isn't  interested  in 
enhancing  opportunities  for  all  Americans. 


GOOD,  BUT  ULTIMATELY  A  DANGEROUSLY  INEFFECTUAL  MAN 


Baldwin — bv  Rov  Jenkins  (Papermac,  a  Macmillan 
General  Books  imprint,  Cavaye  Place,  London,  SW10 
9PG,  England,  £12.99).  Well-written  biography  of  the 
dominant  political  figure  in  Britain  between  the  two 
World  Wars.  The  author,  himself  a  prominent 
socialist  politician  in  the  1960s  and  1970s, 
skillfully  adds  insights  gained  from  his  own 
experience  in  the  public  arena.  Stanley 
Baldwin's  emphasis  on  domestic  issues  and  his 
calming,  good-natured  willingness  to  assume 
the  best  in  others  was  perfect  for  Britain  in  the 
1920s  but  a  disaster  as  the  international  clouds 
darkened  in  the  1930s.  His  easygoing  paro- 
chialism and  his  focus  on  short-term  political 
advantage  made  him  singularly  ill-equipped 
to  deal  with  the  growing  menace  of  Nazism. 

Baldwin's  best  hour  was  his  adroit  handling  of  the 
1936   abdication   crisis.    One   shudders   to  think  what 


would  have  happened  had  Britain  had  a  Nazi  sympathiz- 
er on  the  throne  when  the  supreme  crisis  came  in  1940. 
The  author  obviously  likes  his  subject  and  is  not  near- 
ly stern  enough  in  his  final  conclusions  about  Baldwin's 
culpability  in  leaving  Britain  so  unprepared. 
Few  men  left  office  as  popular  as  Baldwin;  few- 
suffered  such  a  rapid,  abysmal  fall. 
Excerpt:   At  the  Accession  Council  Baldwin 
told  Clement  Attlcc  that  he  doubted  whether 
the   King   [Edward    VIII]   would    "stay  the 
course'.  It  was  not  merely  Mrs.  Wallis  Simpson, 
although  ministers  were  already  well-informed 
about  his  relationship  with  her,  if  not  his  mar- 
ital intentions.  It  was  bis  general  attitude  of 
irresponsibility,  selfishness,  and  dislike  for  any 
of  the  functions  of  kingship  other  than  easy  pop- 
ularity and  personal  privilege.  Nor  were  these  feelings  of 
unease  confined  to  Baldwin.  ■■ 
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/ery  fifty-five  minutes  Old  Faithful  proves 
its  reliability.  Its  performance  record  is 
impeccable.  And  just  like  Old  Faithful,  our 


As  reliable  as  a 
Toshiba  copier. 


performance  is  tested  every  day,  but  in  a  more 
competitive  environment.  The  business  world. 
Every  second  of  every  day,  Toshiba  products 
prove  their  reliability.  Outside  our  earthly 


^J 


Reliability  is  crucial  when  you 
do  business  at  22,300  miles. 


boundaries,  our  satellite  technology  enables 
billions  of  bits  of  information  to  be  transferred 
with  unbelievable  accuracy. 

In  banking,  our  ATM  machines  deliver 
millions  of  dollars  accurately  every  day  without 
shortchanging  the  customer  or  the  bank. 


People  trust  Toshiba  ATM's 
with  their  money  every  day. 


So  it  should  come  as  no  surprise  that  our  copiers  and  fax  machines 
lave  what  it  takes  to  ensure  that  your  business  runs  \ 

smoothly  and  efficiently. 

In  fact,  we're  so 

dependable  that  the 

Business  Technology 

Association  has 

named  us  the  most  reliable  copier  line  in 

l\merica.  But  don't  take  our  word  for  it.  Call 

(800)  GO-TOSHIBA  and  see  for  yourself 

what  Toshiba  reliability  is  all 

In  Touch  with  Tomorrow 
about.  Once  you  do,  you  11  be  m^^^  imi,  ■ill  ra  m 
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TO  APPLY  CALL:   1-800-THE-CARD 
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We're  redefining  pizza  and  letting  people 
know  that  it  can  be  anything  they  want  it  to 
be.  Tun; 

food  that  you  associate  with  home,  with 
your  past,  with  growing  up. 

There  are  about  27  different 

kinds  of  pizza  on  the  California 

Pizza    Kitchen    menu.   That's 


no  sense  to  us  whatsoever. 

We  listen  to  our  customers  and  accom- 
modate their  needs.  And  when  our  customer 
reaches  for  the  American   Express*  Card 
and  hands  it  to  us, 
accer 

After    all,    we    personally    use   our 
American  Express  Cards  all  over  the  world. 
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99 


because  we  like  choices,  not 
limitations.   People  come  into 
our  restaurants  for  adventure, 
to  be  experimental,  to  try  some- 
thing they've  never  tried  before. 

Fre- 
We've  watched  where  other  busi- 
nesses have  limited  ways  in  which  the 
customer  pays  and  that  makes  absolutely 


It   allows   us   freedom   and   comfort   and 
security.   A/hy  t 
no  to  a  customer? 

American    Express   is   welcomed   at 
restaurants   everywhere   as   part  of  the 
program. 


Founders,  California  Pizza  Kitchen 


Other  Comments 


Waffling  Away  the  Time 

The  30  months  of  the  Bill  Clinton 
presidency  have  produced  too  many 
snapshots  rather  than  larger  por- 
traits, too  much  focus  on  tactics  and 
too  little  on  a  strategic  overview,  and 
too  much  of  a  leader  with  an  infinite 
faith  in  his  ability  to  recreate  or  re- 
package himself  over  and  over. 

This  is  a  White  House  that  plays 
the  angles,  too  often  with  a  finger  up 
to  test  the  political  winds,  leaving 
many  voters  baffled  as  to  what,  if 
anything,  this  President  stands  for. 

Democrats,  ranging  from  Capitol 
Hill  liberals  to  the  most  wise  seniors 
of  the  party  in  Washington,  are  de- 
spondent about  the  President  these 
days,  [for]  after  two  and  a  half  years 
there's  little  confidence  that  Bill 
Clinton  has  a  set  core  of  convictions. 
-Albert  R.  Hunt, 

Wall  Street  Journal 

Argument  for  a  Flat  Tax 

Since  1954,  says  Arthur  Hall  of  the 
Tax  Foundation,  the  income  tax  code 
has  grown  from  103  sections  to  698. 
The  tax  code  itself  is  four  inches 
thick;  additional  regulations  come  to 
another  nine  inches — these  are  nec- 
essary to  explain  the  first  four  inches. 
Former  IRS  commissioner  Shirley 
Petersen  says  one  multinational  cor- 
poration recently  filed  a  tax  return 
of  2 1 ,000  pages  in   30  volumes. 


"They  had  to  use  a  truck  to  deliver 
it  to  the  IRS." 
-Andrew  Ferguson, 
The  Washingtonian 


Peace  is  not  the  absence  of  con- 
flict, but  the  ability  to  cope  with 
conflict  by  peaceful  means. 
-Ronald  Reagan,  in  Ronald 

Reagan:  The  Wisdom  and 

Humor  of  the  Great 

Communicator,  edited  by 

Frederick  J.  Ryan  Jr. 

Why  Not? 

Our  kind  of  nation  thrives  not  only 
on  Gross  National  Product  but  on 
Gross  National  Happiness.  We  are  die 
only  nation,  so  far  as  I  know,  that  has 
included  among  its  declared  purposes, 
"the  pursuit  of  happiness." 
-Daniel  Boorstin,  in  foreword  to 
Treasures  of  The  Library  of  Con- 
gress, by  Charles  A.  Goodrum 

Tune  In  to  This 

The  MASSIVE  and  largely  hidden 
costs  imposed  by  the  [FCC]  on  the 
American  consumer  and  economy 
should  be  tolerated  no  longer.  In  all 
sectors  of  the  telecommunications 
industry — wireline,  wireless,  broad- 
cast and  satellite — the  regulatory  sys- 
tem created  bv  the  1934  Communi- 


"How  long  have  you  been  feeling  sluggish?" 
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cations  Act  is  the  greatest  obstacle  to 
competition,  lower  prices,  new  prod- 
ucts and  services.  The  FCC's  recent, 
rapid  growth  has  occurred  at  a  time 
when  every  sector  of  the  industry  has 
been  growing  more  competitive. 

Americans  are  entitled  to  a  mod- 
ern, efficient,  cost-effective  govern- 
ment that  furthers  the  traditional 
American  values  of  fair  play  and 
competition.  A  new  approach  is 
needed  for  a  new  time.  Without  mas- 
sive government  regulation,  prices 
fall,  technology  develops  quickly, 
new  products  and  services  are  intro- 
duced and  jobs  are  created. 
-Jeff  Eisenach,  president, 
Progress  &  Freedom  Foundation 

Generation  Net 

Surf's  down:  Percentage  of  college 
students  who  have  purchased  products 
via  die  Internet,  according  to  a  study 
by  the  Hanigan  Consulting  Group: 
0.3%.  Percentage  who  use  the  Internet 
for  e-mail  only:  71.7%.  Percentage 
who  plan  to  subscribe  to  an  online 
service  upon  graduation:  32.8%. 
-New  York  magazine 

Ten  for  Mischief 

Japanese  looking  for  a  way  to  misbe- 
have and  not  get  caught  by  wives  or 
other  concerned  parties  have  solved 
their  problem  in  typical  Japanese 
fashion,  with  technology. 

A  Japanese  cable  radio  network, 
Cable  Radio  Usen,  offers  listeners  sev- 
eral "alibi  stations"  that  transmit  hours 
of  background  noise,  including  the 
sound  of  pachinko  parlors  and  train 
stations.  "Many  people  ask  bar  owners 
to  change  the  channel  temporarily 
from  music  to  an  alibi  station  while 
they  make  a  call,"  says  Nami  Akiyami, 
a  spokeswoman  for  the  company. 

Other  channels  offer  the  sound  of 
coffee  shops,  telephone  booths  and 
mah-jongg  games.  The  train  station 
has  the  rumblings  of  mass  transit 
complete  with  announcements  like 
"watch  your  feet."  The  service  costs 
6,000  yen,  or  $71  a  month. 
-James  Gorman, 
New  York  Times  Magazine         H 
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Alan  Yamamoto  uses  his  cellular  phone  all  over  the  Hawaiian  islands. 
Which  he  finds  easier  than  trying  to  find  a  phone  booth  on  top  of  a  mountain. 


Do  you  find  technology  confusing?  You're  not  alone.  That's  why  we  develop  products  and  services 
that  can  actually  make  people's  lives  easier.  A  fascinating  way  to  do  business,  don't  you  think? 


Its  Amazing 

QB 

What    We    Can     Do 

Tog  ether: 


Products  and  services  provided  by  Connecticut  G 
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Help. 


257  colds.  128  sore  throats.  99  stomach  viruses.  Nosebleeds.  Stitches.     7 


WSmmmmmmM 


HealthCare,  your  doctor  knows  you  and  your  medicaljiistory.  And         .       ^  jjr'.V* 
you  can  reach  one  24  hours  a  day  in  the  event  of  an  emergency.  So  next 
time  they  wedge  a  marble  up  their  nose,  you'll  know  exactly  what  to  do.        f .  j  y\ 
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CIGNA  HealthCare 

A  Business  of  Caring. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


ISOLATIONISM— OR  COMMON  SENSE? 

As  THE  U.N.  peacekeeping  efforts  in  Bosnia  disappear 
into  ignominy,  it  is  apparent  that  bills  designed  to  prevent 
U.S.  involvement  in  this  kind  of  fiasco  must  be  passed  and 
signed  into  law.  Currendy,  there  are  bills  before  Congress 
requiring  that:  ( 1 )  a  President  certify  that  the  mission  serve 
the  national  security  interest  before  he  can  place  U.S.  forces 
under  U.N.  command;  (2)  Congress  be  told  the  purpose 
of  such  a  mission,  who  else  is  taking  part  and  what  the 
expected  costs  are;  and  (3)  America  retain  the  right  to 
withdraw  its  forces  at  any  time  and  to  take  whatever  steps 
necessary  to  protect  them.  If  these  requirements  are  met, 
a  President  can  send  troops  to  back  up  a  U.N.  mission. 
Yet  the   Clinton  Administration 


has  le\ied  increasingly  frantic  charges 
that  such  proposals  are  isolationist 
and  would,  if  implemented,  mark 
the  withdrawal  of  America  from 
international  activities  of  all  kinds. 

The  requirements  in  these  bills 
essentially  spell  out  what  anv  Pres- 
ident should  specify  before  com- 
mitting U.S.  troops.  If  he  cannot 
fulfill  these  requirements,  he  should 
not  commit  our  forces.  The  charge 
that  these  conditions  constitute 
isolationism  is  not  only  maliciously 
foolish  but  also  quite  wrong. 

Isolationism  is  a  totally  flawed,  impossibly  wrong  policy. 
It  would  be  turning  our  back  on  foreign  events  and  retreat- 
ing within  what  used  to  be  called  invulnerable  "Fortress 
America."  Only  a  few  fanatics  propose  a  return  to  this 
ruinous  policy.  An  accusation  of  isolationism  is  one  of  the 
cheapest  and  oldest  political  tricks,  setting  up  a  false  asso- 
ciation between  Republicanism  and  isolationism  and  then 
proceeding  to  attack  as  if  the  association  were  proven. 

The  Administration's  aim  seems  to  be  to  enable  the  Pres- 
ident to  send  U.S.  troops  to  join  so-called  peacekeeping  ef- 
forts in  hopeless  situations  where  there  is  no  peace.  The 
aggressive  arrogance  with  which  the  Serbs  drove  a  few 
lightly  armed  U.N.  peacekeepers  from  Srebrenica  illustrates 
the  absurd  and  highlv  dangerous  missions  to  which  brave 
soldiers  can  be  subjected.  As  the  city  came  under  attack  and 
some  30,000  Muslim  civilians,  along  with  the  peacekeep- 
ers, were  sent  fleeing  north,  the  onlv  punishment  (after 
long  negotiations)  was  another  pinprick  NATO  air  strike. 
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Refugees  of  Srebrenica:  What  must  they  think 
as  the  world  watches  and  waits? 


Now  we  have  been  promised  "significant"  air  strikes  if 
the  Serbs  attack  Gorazde.  Two  days  after  this  threat  was 
made,  the  Serbs  brazenly  continued  their  heavy  shelling  of 
Sarajevo  and  Bihac  and  their  ground  attacks  on  Zepa,  with 
no  NATO  response.  It  is  not  yet  clear  if  U.N.  civilian 
authority-  approval  will  be  required  to  initiate  strikes.  If  it  is, 
the  new  threat  will  be  as  empty  as  all  the  others.  Secretary 
General  Boutros-Ghali,  meanwhile,  has  been  in  Africa, 
demonstrating,  as  he  said,  that  the  crisis  is  overrated,  mak- 
ing the  battle  for  Srebrenica  sound  "like  Stalingrad."  A 
more  likely  explanation  is  that  there  are  more  votes  in 
Africa  for  his  reelection  than  there  are  in  Bosnia. 

The  tragedy  for  Bosnia  and  for  the 
brave  U.N.  soldiers  there  is  that 
they  can  do  nothing  to  stop  Serb- 
ian aggression.  When  peacekeepers 
get  in  the  way  of  Serbia's  war  plans, 
they  are  brushed  aside,  jailed  or 
chained  to  NATO  targets.  One 
wonders  what  would  have  hap- 
pened to  Kuwait  if  die  West's  onlv 
remedy  had  been  using  a  U.N. 
peacekeeping  tbrce  that  had  orders 
not  to  harm  Saddam  Hussein. 
President  Bush's  actions  were  the 
opposite  of  isolationism.  The  coali- 
tion of  30  nations  that  Bush  put 
together,  inspired  by  our  decision  to  proceed  alone  if  nec- 
essary, secured  the  defeat  of  Iraq.  Nothing  in  the  GOP  bills 
would  prevent  an}'  President  from  taking  the  same  course. 
The  Gulf  was  not  a  U.N.  operation,  and  no  one  but  Mr. 
Clinton  would  describe  that  victory  as  isolationism. 

There  are  two  continuing  problems:  ( 1 )  the  Clinton 
Administration's  failure  to  exercise  any  leadership  in 
deterring  Serbian  aggression  while  always  seeking  multi- 
lateral consensus;  and  (2)  the  weakening  of  our  armed 
forces  through  anemic  budgeting,  which,  if  continued 
for  five  more  vears,  will  make  it  impossible  for  us  to  take 
the  type  of  effective  action  that  we  took  in  the  Gulf. 

These  problems  are  correctable,  but  not  by  Mr.  Clin- 
ton's frantic  political  attempts  to  raise  the  specter  of 
isolationism  against  those  who  are  trying  to  restrain  the 
use  of  American  forces  in  doomed  and  perilous  efforts 
such  as  "peacekeeping"  in  Bosnia.  Such  restraint  is  not 
isolationism;  it  is  simple  common  sense.  ■ 
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Panasonic 


Official  Worldwide 

Sponsor  of  the  1996 

Olympic  Games 
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One  of  the  largest  teams 

at  the  Olympic  Games  does  not 

run,  swim  or  jump. 


While  this  team  may  not  be 
particularly  athletic,  its  training  requires 
the  same  precision,  dedication  and 
grueling  regimen  of  an  Olympic  athlete. 
It  is  the  team  of  Matsushita  engineers  and 
technicians  committed  to  help  broadcast 
more  than  3,000  hours  of  Olympic  events 
to  the  world. 

But  our  role  at  the  Olympic  Games 
goes  far  beyond  technological  support. 
As  Official  Broadcast  Equipment  and 
System  Supplier,  Matsushita  Electric  has 
joined  with  Clark  Atlanta  University  and 
Atlanta  Olympic  Broadcasting  to  create 
an  innovative  program.  Using  the  same 
Panasonic  digital  video  equipment  that 
will  capture  the  drama  of  the  Olympic 
Games,  some  1200  students  are  training 
in  the  hopes  of  becoming  part  of  the 

**      broadcast  team  for  the 
^\ff      Olympic  Games. 
\^^  This  innovative  program 

'qqq'     is  just  one  example  of  what 

Matsushita  means  when  we  say, 
Atlanta  19%  "We're  more  than  a  sponsor, 
we're  part  of  the  team." 


TW.e  1992  ACOG 


Matsushita  Electric 

Panasonic  Technics  Quasar 


John  Wallace 
has  arrived. 

Wait  no  more. 


No  Load 

THE  ROBERTSON  STEPHENS 

GROWTH  &  INCOME  FUND 

Now  open  for  investment. 


For  a  prospectus,  please  call: 

800-766-3863  ext:  510 


John  Wallace,  Portfolio  Manager 


A  POWERFUL  PARTNER 


ROBERTSON 
STEPHENS  & 
COMPANY 


For  a  prospectus  containing  more  complete  information,  including  management  fees  and  expenses,  call  Robertson,  Stephens  &  Company,  distributor. 
Read  it  carefully  before  you  invest  You  should  realize  that  investment  return  and  principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be 
worth  more  or  less  than  original  cost.  This  advertisement  shall  not  constitute  an  offer  to  sell  or  the  solicitation  of  an  offer  to  buy  nor  shall  there  be  any  sales 
in  any  state  which  such  offer,  solicitation  or  sale  would  be  unlawful  prior  to  registration  or  qualification  under  the  securities  laws  of  any  such  state. 
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A  White  House  challenge  to  telemedicine 


"We  need  another  damn  commission  on 
this  like  we  need  a  hole  in  the  head,"  complains 
one  member  of  a  group  studying  telemedi- 
cine— the  application  of  telecommunications 
and  electronics  to  medicine.  The  group  is 
headed  by  Dr.  C.  Everett  Koop,  the  former  U.S. 
Surgeon  General. 

What  irked  this  corporate  health  care  execu- 
tive was  a  courtesy  call  by  Hillary  Clinton  on  the 
mostly  private  sector  Koop  group's  meeting  at 
the  White  House  on  July  1 1 .  But  courtesy 
wasn't  at  the  top  of  the  First  Lady's  agenda. 
Instead,  she  informed  the  group  that  the  White 
House  is  about  to  create  its  own  commission 
to  study  telemedicine.  The  White  House's 
group  will  be  be  chaired  by  Health  &  Human 
Services  Secretary  Donna  Shalala. 

Many  of  the  Koop  group's  members  sus- 
pect the  White  House  is  trying  to  delay  remov- 
ing barriers  to  telemedicine.  The  members  of 
the  proposed  Shalala  commission  are  not  ex- 
pected to  be  in  place  for  six  months  or  more. 
And  Shalala's  agency  seems  to  have  little  interest 
in  telemedicine:  Probably  to  protect  civil  ser- 
vice jobs,  the  hhs'  Health  Care  Finance  Admin- 
istration, which  supervises  the  $250  billion  a 
year  spent  on  Medicare  and  Medicaid,  refuses  to 
have  anything  to  do  with  telemedicine. 

All  of  which  is  a  shame.  Telemedicine  is 
essentially  about  moving  X  rays,  cat  scans  and 


other  test  data  digitally,  across  phone  lines. 
The  Koop  group's  members  are  top  health  care 
people  from  such  diverse  companies  as  AT&T, 
cm,  Kaiser  Permanente  and  software  maker  Or- 
acle Corp.  It  also  includes  Defense  Depart- 
ment medics  who  have  considerable  practical 
experience  with  telemedicine. 

Done  right,  telemedicine  has  the  potential 
to  make  top-grade  second  opinions  (even  pri- 
mary diagnosis)  affordable  and  available  more 
or  less  anywhere.  Simple  cost-cutting  examples: 
eliminating  duplicate  patient  records  and  du- 
plicate X  rays.  Telemedicine  is  already  a  S20 
billion  business  in  the  U.S.  and  is  expected  by 
the  Koop  committee  to  grow  to  $100  billion  in 
the  coming  five  years  or  so. 

But  there  are  barriers  that  need  removal. 
For  example,  state  licensing  of  doctors  would 
have  to  be  eliminated  to  allow  efficient  cross- 
border  diagnosis  by  wire.  And  what  about  mal- 
practice? Who  sues  whom  and  where  over  a 
problem  allegedly  caused  by  remote  electronic 
diagnosis? 

The  Koop  group's  people  say  they  intend  to 
push  on  regardless  of  the  new  Shalala  commis- 
sion. The  group  does  have  one  potential 
weapon:  They  were  convened  in  the  first  place 
by  Vice  President  Albert  Gore  Jr.  If  the  First 
Lady  becomes  an  obstacle,  the  First  Replace- 
ment might  have  a  word  with  her. 


Out  of  date  indicator 

What  is  about  to  happen  to  inventories  in 
the  coming  months,  whether  stocks  of  unsold 
cars  or  sweaters  in  retailers'  warehouses,  is  "a 
crucial  element  in  the  near-term  outlook  for  the 
economy,"  Federal  Reserve  Chairman  Alan 
Greenspan  warned  Congress  in  mid-July,  soon 
after  the  Fed  had  cut  interest  rates  by  a  quar- 


End  of  the  overhang 

Ratio  of  inventory  to  sales  for  all  nonfarm  business 
1.6 


1.3 


•85  '87  '89 

Source:  Federal  Reserve  Bank  of  SI.  Louis 
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As  computerized  inventory  systems 
spread,  companies  can  adjust  inventory 
levels  faster  and  get  by  with  less. 


ter-point.  His  concern  that  excess  business 
stocks  might  continue  to  put  a  severe  crimp  in 
growth  has  been  echoed  by  many  other  eco- 
nomic forecasters. 

Greenspan  et  al.  can  relax — on  this  point  at 
least.  The  buildup  of  inventor)'  caused  by  the 
slowing  of  demand  that  began  in  the  fall  of  last 
year  has  already  peaked  (see  chart). 

The  chart  also  suggests  that  inventor)'  levels 
have  reached  a  lower  plateau  as  computers  are 
diffused  into  the  economy.  "The  combina- 
tion of  nearly  instant  information  on  sales,  just- 
in-time-delivery  systems  and  brutal  competi- 
tion means  that  what  used  to  take  12  months  of 
pain,  to  work  down  excess  stocks,  now  takes 
no  more  than  6  months,"  says  Adrian  Dillon, 
vice  president,  planning  at  Eaton  Corp. 

The  speed  with  which  business  reacts  these 
days  to  changes  in  demand  adds  its  own  new- 
twist  to  economic  volatility.  It  also  makes  it 
harder  for  the  Fed  to  try  to  micromanage  the 
economy.  These  days,  the  central  bank's 
weapons,  mostly  interest  rate  changes,  take 
much  longer  to  have  an  effect,  and  exhibit 
more  variable  lags  than  decisions  made  in  the 
nation's  boardrooms.  ■■ 


Forbes  ■  August  14,  1995 


37 


■i:mi]mii:im:< 


BY  JOHN  H.  CHRISTY 


264.7* 
265. 8t 
-0.4% 


The  Forbes  Index  (1967=100) 

275 

2gc  Current 

Previous 
Percent  change 

245 
235 
225 
215 
205 
195 
185 
175 
165 
155 
145 


The  trade  deficit  hit  an  unexpectedly  high  $11.4  billion 
in  May,  the  latest  month  for  which  figures  are  available. 
Sam  Kahan,  chief  economist  at  Fuji  Securities  in 
Chicago,  notes  that  the  Mexican  financial  crisis  damp- 
ened demand  for  U.S.  goods  there  and  throughout 
Latin  America.  Meanwhile,  the  dollar  remained  weak 
against  the  yen.  "A  high  yen  is  making  Japan's  trade  sur- 
plus with  the  U.S.  appear  larger  than  it  is,"  says  Kahan, 
who  thinks  that  within  a  year  the  dollar  will  rebound  to 
100  yen,  narrowing  the  trade  gap. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.75% 

Auto  sales  year  to  date  vs  1 994' 
Index  of  leading  indicators  May  vs  Apr 

Ward's  Automotive 

-4.4% 

Dept  of  Commerce 
Dept  of  Commerce 
Dept  of  Labor 
Dept  of  Commerce 
Federal  Reserve 

-0.2% 
-$118  bil 

0.2% 
2.7% 
4.8% 

Trade  balance2 12  months  ended  May  1995 
All-commodity  producer  price  index3  June  vs 
GDP  1st  quarter  vs  4th — annualized  growth 
M24  (3-month  change) — annualized  growth 

May 
of  6 

;pos 

1  US. -based  manufacturers,  excludes  imports,  as 
'  Includes  Ml  (public  currency  and  checking  d 

30/95. 2Total  goods  and  services.  3Wholesale  goods, 
s)  plus  savings  accounts  and  money  market  funds. 
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Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 


Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 


385 


360 


335 


310 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Consumer  price  indexes  (1982-84  averages 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Manufacturers'  new  orders  and  inventories 

I$billions),  seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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Retail  sales  (Sbilhons), 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 


MJJASONDJFMAMJ 


MJJASONDJFMAMJ 


MJJASONDJFMAMJ 


38 


Forbes  ■  August  14,  1995 


The  Mercedes-Benz 
SL-Class.  For  more 
information,  call 
1-800-FOR-MERCEDES. 


Own  the  road. 


nd  get  the  air  rights  at 
no  additional  charge. 


Iv";5  Men  piles  lien/  of  North  \meri<,t.  Inc.,  Montvale,  N.I.,  Member  <if  the  Daimler-Ben/  Group 


Mercedes-Benz 


Special  Advertising  Supplement 


Barry  Kaye,  estate  tax 
cost  discounting  expert, 
reveals  seven  ways  to 
dramatically  optimize 
your  wealth 

You  are  about  to  read  some  ideas  that  may  sound  too  good  to 
be  true.  Ignore  them  and  your  estate  will  undoubtedly  lose  more 
than  half  its  value  on  the  day  you  die.  Follow  them  and  discover 
how  you  can  dramatically  discount  your  estate  tax  costs  while 
increasing  the  legacy  you  leave  for  your  heirs.  By  wene  Davidson 

B 


arry  Kaye,  founder  of  Wealth 
Creation  Centers,  is  well  known 
for  his  knowledge,  insight  and  ability 
to  reduce  complex  financial  issues  to 
understandable  human  terms. 

Says  Kaye,  "My  Optimal  Plan  can 
maximize  your  heirs'  legacy  beyond 
your  wildest  dreams.  There  is  no 
other  plan  that  is  capable  of  providing 
a  check  that  actually  pays  your  heirs' 
estate  taxes  and  optimizes  the  value 
of  your  estate  by  such  phenomenal 
amounts." 

Kaye,  author  of  best  selling  books, 
Save  A  Fortune  On  Your  Estate 
Taxes  and  Die  Rich  and  Tax  Free! 

has  written  a  special  report,  12  Wealth 
Preservation  Strategies,  which 
reveals  the  details  of  some  of  the  con- 
cepts he  employs  to  create  and  preserve 
wealth  for  America's  wealthiest 
families. 

Says  Kaye,  "If  you  have  $3  million 
or  more  and  don't  know  about  my 
Die  Rich  techniques,  you  could  be 
losing  millions!" 


In  his  FREE  report,  Kaye  provides 
the  details  of  the  following  seven 
ways  to  optimize  wealth;  plus  others: 

U  Double  your  gross  estate  and  triple  your 
net  estate 

If  you  are  worth  $10  million,  the  net  worth 
of  your  portfolio  after  estate  taxes  will  be 
$5  million.  Using  the  Optimal  Plan  you  can 
double  your  gross  estate,  effectively  tripling 
vour  net  worth  to  $15  million. 

I  Reduce  estate  tax  costs  up  to  90% 

Protect  the  rewards  of  a  lifetime  of  work 
from  the  tax  collector.  Leam  how  to  reduce 
your  estate  tax  cost  by  up  to  90%,  passing 
on  nearly  twice  as  much  to  your  heirs. 

I  Why  pay  no  tax  on  $600,000  when  you 
can  pay  no  tax  on  $6  million? 

If  you  can  afford  to  gift  $600,000  to  your 
children  or  an  irrevocable  trust,  you  can 
effectively  increase  your  $600,000  exemption 
up  to  $6  million  by  having  them  purchase 
a  one-pay,  last-to-die  life  insurance  policy 
on  you  and  your  spouse. 

D  Increase  your  generation  skipping  exemptions 
to  $100  million 

If  you  and  your  spouse  transfer  your  com- 
bined $2  million  exemption  to  a  generation 
skipping  trust,  you  can  effectively  increase 
your  grandchildren's  legacy  up  to  50  times. 


□  Increase  yields  up  to  20% 

Municipal  bonds,  CD's  and  T-bills  current!;' 
produce  only  about  5%  interest.  If  you  an  | 
age  80  or  more,  and  your  concern  is  not  fo: 
your  principal  but  for  the  interest  income 
it  produces,  discover  how  you  can  multiph 
vour  yields  three  to  four  times. 
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□  Increase  your  $1  million  pension  to  $5  million 

Your  $1  million  IRA  is  only  worth  $270,00( 
after  income,  estate  and  excise  taxes.  That's 
a  707r  loss!  If  you  do  not  need  these  funds 
to  produce  income  for  your  retirement,  you 
can  increase  that  amount  10  to  20  times. 

D  Quadruple  your  heirs'  legacy  with  the  estate 
plan  for  the  megabuck  rich 

If  your  estate,  like  that  of  Jacqueline  Kennedy 
Onassis,  is  valued  at  $100  million  or  more, 
Kaye's  methods  provide  numerous  ways  to 
multiply  your  wealth  more  than  four  times, 
using  just  15%  of  your  assets. 

If  you  would  like  to  receive  detailed 
information  about  Barry  Kaye's 
Optimal  Plan  or  a  free  copy  of  12 
Wealth  Preservation  Strategies, 
call  Wealth  Creation  Centers®  at 
(800)  932-5841. 


All  quoted  figures  depend  on  your  age,  marital  status  and 
current  assumptions.  Using  both  your  exemption  and  that 
of  your  spouse  can  effectively  double  your  returns. 
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THE  STOCK  MARKET 

WILL  CRASH 

2,500  POINTS 

ON  THE  DAY  YOU  DIE 


magine  if  IBM,  GE,  AT&T  and  every  other 
stock  in  your  portfolio  was  suddenly  cut  in 
naif.  "If  your  estate  is  valued  at  $3  million  or 
we,  thafs  exactly  what  can  happen  on  the 
i  day  you  die.  Unless  you  do  something  about 
ml  now!" 

If  you  were  offered  a  $500,000  investment  that 

A'ould  produce  a  guaranteed  $5  million  for  your 

neirs,  of  course  you  would  buy  in.  My  Optimal 

Plan,  which  provides  common  sense  strategies 

IH  -jo  hedge  the  otherwise  certain  loss  of  your  valu- 

..  ible  assets,  will  safely  and  legally  produce  up 

",  :o  a  10  to  1  return  on  your  $500,000.  Tax  free! 

I  Ilie  wealthy  are  often  forced  to  liquidate 
on  valuable  property  at  a  tremendous  loss  in  order 

to  pay  estate  taxes  resulting  from  costly  estate 

planning  errors  like  these: 


4.  Thinking  liquidity  will  protect  you  from  the 
devastation  of  estate  taxes 

All  liquidity  does  is  provide  a  false  sense  of 
security.  Discover  safe  and  efficient  ways  to 
turn  your  liquidity  into  protection  for  your 
family  and  multiplied  wealth  for  your  heirs. 

5.  Giving  your  favorite  charities  only  a  fraction  of 
"ild  aive  them 


o.  Giving  younavome  cnan 
what  you  could  give  them 

T  Tcinrr  a  ("""ViarifaKlo  Pomaini 


Using  a  Charitable  Remainder  Trust,  estate  taxes 
can  be  reduced,  income  increased  and  chari- 
table contributions  made;  all  at  no  additional 
cost  to  you. 


Five  most  costly  estate  planning  mistakes 

1 .  Losing  50%  or  more  of  your  net  worth  to  estate 
ax  costs 

Learn  how  a  life  insurance  policy  can  effectively 
pay  your  taxes  in  full,  passing  on  nearly  two  times 
nore  money  to  your  heirs  at  a  great  discount. 

2.  Failing  fo  leverage  your  IRA,  Keogh  or  pension 

Using  my  proven  strategies  you  can  multiply  the 
value  of  your  pension  plans  and  legally  transfer 
10-20  times  more  money  to  your  heirs. 

3.  Believing  your  municipal  bonds  are  completely 
fax  free 

They're  not!  However,  my  exciting  new  alternatives 
can  effectively  guarantee  that  your  muni  bond 
money  will  become  income  and  estate  tax  free 
while  creating  greater  wealth  for  your  family. 


Barry  Kaye,  foremost 

expert  on  estate  tax  cost 

discounting  and  respected  author 


No  investment  can  match  the  guaranteed 
power  of  my  Optimal  Pion 

Using  life  insurance  as  the  funding  mechanism 
to  avoid  the  market  drop  and  costly  estate  plan- 
ning mistakes  while  optimizing  your  heirs' 
legacy,  the  Optimal  Plan  will  pay  the  guaran- 
teed return  tomorrow  if  need  be.  And  Uncle 
Sam  gets  the  full  taxes  due  him,  continuing  to 
receive  income  on  your  heirs'  optimized  inher- 
itance -  in  perpetuity! 


This  free  phone  call  can  be  worth  millions 

Call  now  and  I'll  send  you  information  about 
how  you  can  prevent  your  stock  market  from 
crashing,  details  of  my  Optimal  Plan,  a  copy 
of  my  valuable  report,  12  Wealth  Preservation 
Strategies  and  a  customized  proposal,  tailored 
to  your  specific  financial  situation.  This  entire 
package  is  ABSOLUTELY  FREE  and  there  is 
no  obligation  to  buy  anything.  Ever!  I  urge  you 
not  to  wait  until  you  lose  your  health  -  or  your 
life.  Employ  my  wealth  creation,  preservation 
and  optimization  methods  now  and  stop  the 
needless  decimation  of  your  assets. 

Order  my  book  Die  Rich  And  Tax  Free! 

Why  wait?  Order  my  book  now  and  learn 
how  you  can  avoid  costly  mistakes  and  greatly 
optimize  your  wealth. 
To  quote  Malcolm  S. 
Forbes,  Jr.,  "Barry  Kaye 
once  again  conveys  the 
concept  that  insurance 
can  not  only  preserve 
worth,  but  increase  it." 
Order  Die  Rich  And  Tax 
Free!  and  receive  both 
the  book  and  video,  a  $60  value,  for  just  $29.95 

CALL  TOLL  FREE 

(800)  932-5841 

WRITE  OR  FAX  TO 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Sffeciail   >•• 

Barry  Kaye  Associates" 

1901  AVE.  OF  THE  STARS'LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310)282-0775 

All  quoted  figures  depend  on  your  age,  marital  status  and  current 
assumptions.  Using  both  your  exemption  and  that  of  your  spouse 
can  effectively  double  your  return.  ©1995  Barry  Kaye  Associates* 
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Can  Rick  Cronk  and  Gary  Rogers  do  in  the  fragmented  ice  cream 
business  what  Anheuser-Busch  did  in  beer?  That's  their  goal. 

The  Berserk-ley  boys 


By  Seth  Lubove 

William  (Rick)  Cronk  III  and  T. 
(for  Thomas)  Gary  Rogers  attended 
the  University  of  California  at  Berke- 
ley during  the  1960s — "•Berserk- 
ley,"  as  it  was  known  during  those 
years  of  high  radicalism.  While  many 
of  their  fellow  alumni  went  in  for  sex, 
drugs  and  the  Viet  Cong,  Rogers  and 
Cronk  drank  beer  at  their  fraternity 
house  and  became  top  athletes, 
Cronk  as  a  varsity  water  polo  player, 
Rogers  a  near-Olympic  oarsman. 

After  graduation  Cronk  became  a 
stockbroker.  Rogers  served  in  the 
Army  as  an  officer,  then  went  to  Har- 
vard's business  school  and  thence  into 
consulting  at  McKinsey  &  Co. 

Eight  years  on,  the  two  reunited  to 
start  a  restaurant,  which  failed.  Un- 
daunted, they  decided  to  buv  a  local 
business.  Dreyer's  Grand  Ice  Cream 
Inc.  of  Oakland,  Calif,  was  for  sale. 
Neither  partner  knew  much  about  ice 
cream,  but  the  deal  didn't  require 
much  cash.  The  price  was  $1  million 
for  the  $6  million  (sales)  business,  just 
$28,000  in  cash,  the  rest  in  bank  loans 
and  financing  from  a  New  York  in- 
vestment firm.  A  bargain?  Nor  neces- 
sarily. The  company  was  stagnant  and 
barely  making  money. 

Within  a  decade  Rogers  and  Cronk 
were  sitting  on  a  national  brand 
(  Edy's  in  the  East)  with  1994  sales  of 
$564  million.  Public  since  1981, 
Dreyer's  now  has  a  market  capitaliza- 
tion of  $468  million,  with  Rogers  and 
Cronk  owning  20%.  Dreyer's  is  now 
neck  and  neck  with  Unilever  Pic's 
Breyers  in  the  premium-priced — 
about  $4.50  per  half-gallon — ice 
cream  market,  each  with  around  12% 
(see  box,  opposite). 

The  secret  of  Dreyer's  spectacular 
growth:  distribution.  Truck  by  truck, 
region  by  region,  they  built  a  refriger- 
ated fleet  driven  by  sales  reps  who  visit 
large    grocery    stores,    keeping    the 
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freezers  well  stocked  not  only  with  a 
growing  line  of  Dreyer's  products  but 
also  with  competing  superpremium 
brands,  including  Ben  &  Jerry's, 
Mars'  Dove  brand,  ConAgra's 
Healthy  Choice  ice  cream  and  Nes- 
tle's  line  of  frozen  novelty  treats.  A 
third  of  last  year's  revenues  came  from 
sales  of  other  makers'  brands.  Why 
distribute  rival  brands?  Because  the 
additional  volume  helps  defray  the 
cost  of  running  their  $100,000 
refrigerated  rigs. 

Armed  with  handheld  computers, 
the  reps  track  inventory  and  report  to 
headquarters  about  flavors  and  prod- 
ucts favored  in  local  markets.  Areas 
with  lots  of  older  people,  for  instance, 


prefer  more  sugar-free  offerings, 
while  urban  consumers  like  coffee 
flavors. 

Now  the  Berserk-ley  boys  are  em- 
barking on  their  boldest  undertaking 
yet,  a  , five-year  campaign  to  make 
Dreyer's  the  nation's  largest  brand  of 
packaged  ice  cream.  The  plan  calls  for 
doubling  sales  by  decade's  end,  to 
well  over  $1  billion. 

The  plan  involves  using  Dreyer's 
highly  effective  distribution  system  to 
knock  out  many  of  the  500  small, 
regional  ice  cream  brands  and  take 
over  their  volume.  Although  Dreyer's 
and  Unilever's  Breyers  have  a  similar- 
ly large  share  of  the  market,  there  is 
plenty  of  room  for  both  to  grow. 
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Rogers  and  Cronk  dream  of  repeating 
in  ice  cream  what  Anheuser-Busch 
did  in  beer  (Forbes,  July  31). 

"Ice  cream  is  fragmented  to  the  nth 
degree,"  says  Cronk,  "and  there  is  the 
opportunity." 

To  grab  the  opportunity,  Dreyer's 
has  earmarked  for  1995  about  S50 
million  for  trade  discounts,  and  bud- 
geted another  S50  million  for  con- 
sumer promotions  and  a  series  of 
humorous  ads  that  are  airing  on  re- 
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i LEpT: 

|   Dreyer's  Grand  Ice  Cream's 
1   T.  Gary  Rogers 

and  William  Cronk  III 

BELOW: 

Making 

ice  cream 

The  boys  have  made 

their  boldest  bet  yet. 


gional  and  national  television. 

To  put  that  spending  in  perspec- 
tive, consider  this:  The  entire  $4.6 
billion  (retail  sales)  ice  cream  business 
spent  just  S25  million  on  advertising 
in  1993,  the  most  recent  year  for 
which  figures  are  available. 

No  gain,  no  pain:  All  this  spending 
to  drive  competitors  to  the  wall  is 
hammering  Dreyer's  margins.  Two 
years  ago  the  company  earned  nearly 
S17  million,  SI.  15  a  share,  a  3.6%  net 
margin.  Last  year  net  plunged  to  just 
7  cents  a  share.     ' 

Rogers  and  Cronk  look  on  the  lost 
profits  as  an  investment.  The  heavy 
advertising,  they  claim,  is  already  de- 
livering  for  them   in   Texas,   where 


Dreyer's  is  competing  against  locally 
entrenched  Blue  Bell.  Starting  from 
nothing  last  year,  Dreyer's  has  already 
gained  10%  of  the  market  in  the  great- 
er Houston  area. 

To  gain  a  potential  ally,  Cronk  and 
Rogers  brought  in  Nestle  as  a  minor- 
ity partner  last  year,  selling  the  Swiss 
giant  3  million  newly  issued  Dreyer's 
shares  and  warrants  for  another  2 
million  shares  (exercisable  at  32 ),  rais- 
ing in  all  $106  million.  Nestle  has 
clearly  been  impressed  with  the  way 
Dreyer's  distribution  handled  Nes- 
tle's  Drumsticks,  Bon  Bons  and  other 
novelty  treats. 

If  the  warrants  are  exercised, 
Nestle  will  own  22%  of  the  compa- 
ny, to  Rogers  and  Cronk's  20%.  But 
there  will  be  no  dilution  from  the 
extra  shares:  The  company  has 
bought  back  5  million  shares  on  the 


open  market. 

So  far  as  the  common  capitaliza- 
tion is  concerned,  then,  the  deal  is  a 
wash.  But  the  company  is,  in  effect, 
replacing  possibly  impatient  public 
shareholders  with  a  more  patient 
corporate  shareholder.  That  seems 
to  indicate  Rogers  and  Cronk  are 
dead  earnest  about  gaining  a  domi- 
nant market  share,  even  at  the  ex- 
pense of  short-term  earnings. 

Cronk  and  Rogers  deny  that  they 
plan  an  eventual  sale  of  the  company 
to  Nestle.  They  scarcely  need  the 
money:  At  a  recent  361/4,  their  com- 
bined holdings  of  2.6  million  shares 
have  a  market  value  of  $94  million. 
Sell  the  business?  Cronk  chuckles: 
"This  is  not  term  life  insurance.  This 
is  fun!"  The  small  companies  that  are 
Dreyer's  intended  victims  may  have 
another  word  for  it.  M 


Dreyer's, 
Breyers 
and  numbers 


Early  in  February,  Rick 
Cronk  and  Gary  Rogers 
chartered  three  DC  10s 
to  fly  1 ,250  Dreyer's  Grand 
Ice  Cream  employees  to 
Oakland  for  a  part}'  at  the 
city's  convention  center. 
They  were  celebrating  pass- 
ing archrival  Breyers  Ice 
Cream  in  market  share. 

Brevers  was  founded  in 
1866  by  Philadelphia's 
William  Breyer  and  pur- 
chased in  1993  bv  the 
U.K.'s  Unilever  Pic, 
which  merged  it  with  Uni- 
lever's Good  Humor  ice 
cream  company.  Based  in 
Green  Bay,  Wis.,  Good 
Humor- Breyers  Ice  Cream 
also  markets  Popsicle  and 
Klondike  bars. 

Dreyer's  was  started  in 
1928  in  Oakland  by  a  Ger- 
man immigrant,  William 
Dreyer.  Under  a  1978 
agreement  between  the 
two  companies,  Dreyer's 
must  differentiate  itself 
from  Breyers  east  of  the 
Rockies — which  is  why 
Dreyer's  calls  itself  Edy's  in 
those  markets. 

But  was  Dreyer's  party 
premature?  "Breyers  is  in- 
disputably the  largest 


brand  in  the  packaged  ice 
cream  business,"  claims 
Richard  Newman,  market- 
ing vice  president  at 
Good  Humor-Breyers. 

If  Breyers  is  ahead,  it 
isn't  by  much.  Citing  Niel- 
sen market  research, 
Newman  says  Breyers'  dol- 
lar share  of  total  packaged 
ice  cream  was  12.6%  for  the 
52  weeks  ended  July  8, 
compared  with  nearly  11% 
for  Dreyer's.  He  adds 
that  the  $500  million  (esti- 
mated 1994  sales) 
Breyers'  revenues  were  up 
29.7%  for  the  first  six 
months  of  1995,  compared 
with  25.3%  for  Dreyer's. 

Responds  Dreyer's 
Cronk:  "Let  them  think 
what  they  want  to  think." 

The  seesaw  battle  is 
good  for  the  media  busi- 
ness. Both  parties  are  fat- 
tening their  ad  budgets. 
Breyers'  new  Viennetta 
concoction,  a  sort  of  ice 
cream  and  chocolate  iog, 
and  Romantica  ice  cream 
cake  are  being  heavily 
promoted.  "We  are  more 
than  prepared  to  fight  fire 
with  fire,"  says  Newman. 
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By  selling  at  big  discounts  and  from  no-frills  stores, 
Perfumania  was  going  to  bring  perfume  to  the  masses. 
More  than  a  few  things  went  wrong. 

Scents  off 


By  Zina  Moukheiber 


-*"» 


Perfumania's 
chairman, 
Simon  Falic 
Getting  away 
from  deep 
discounts. 
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Brothers-in-law  Ilia  Lekach  and  Si- 
mon Falic  took  Perfumania  Inc.  pub- 
lic in  December  1991  through  Jo- 
sephthal  Lyon  &  Ross.  Wall  Street 
loved  the  "concept" — perfume  for 
the  masses.  Perfumania  was  a  chain  of 
no-frills  stores  offering  more  than 
170  brands  of  expensive  perfume — 
Est.ee  Lauder,  Calvin  Klein,  Chanel — 
at  20%  to  70%  off  department  store 
prices.  The  stock  quickly  surged  from 
$8.50  to  $25.50  a  share. 

Lekach  talked  about  a  smelly  ver- 
sion of  Toys  "R"  Us.  He  projected 
500  stores  by  1998,  and  eventually  as 
many  as  4,000. 

Four  years  later  Perfumania  has 
added  a  net  total  of  1 09  stores  and  its 
stock  has  sunk  to  4%. 

Lekach  and  Falic  and  their  partisans 
had  overlooked  one  cogent  fact: 
Manufacturers,  naturally,  were  reluc- 
tant to  sell  to  stores  that  undercut 
their  dependable,  full-price  custom- 
ers. So  Perfumania  depended  for  its 
supplies  on  the  gray  market,  the  net- 
work of  unauthorized  and  authorized 
distributors,  wholesalers  and  middle- 
men around  the  world.  It  also  took 
advantage  of  price  discrepancies  be- 
tween countries — a  sort  of  arbi- 
trage— since  perfume  makers  tend  to 
charge  much  higher  prices  in  the  U.S. 
than  elsewhere. 

But  gray  markets  are  not  always  a 
dependable  source  of  supply;  you  take 
what  is  available.  At  times  Perfumania 
had  ample  stock  of,  say,  Volupte  by 
Oscar  de  la  Renta,  but  sometimes  it 
didn't — and  perfume  buyers  tend  to 
be  finicky  about  their  favorite  brands. 
Neither  could  Perfumania  offer  the 
depth  of  assortment  found  in  a  de- 
partment store,  the  lotions  and  pow- 
ders of  the  same  scent. 

Then  in  1992  Perfumania  bought 
a  lot  of  L'Oreal's  Drakkar  Noir  from 
a  supplier  in»France.  The  stuff  alleg- 
edly was  counterfeit.  L'Oreal  sued, 
and  Perfumania  was  forced  to  de- 
stroy its  stock  of  the  fake  Drakkar 
Noir.  To  salvage  its  tarnished  reputa- 
tion, it  agreed  to  reimburse  custom- 
ers. This  cost  the  company  over  $3 
million,  and  the  company  lost  money 
in  the  fiscal  years  ended  January  1994 
and  1993.  Its  reputation  was  severely 
damaged. 

All  is  not  lost,  however.  Makers  of 
expensive    perfume    are    increasingly 
selling  their  products  to  the  gray  mar- 
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ket.  They're  reluctant  but  have  little 
choice,  what  with  an  overcrowded 
market  and  department  store  consoli- 
dations. Simon  Falic,  Perfumania's 
34-year-old  chairman,  claims  he  now 
purchases  over  70%  of  his  merchan- 
dise from  manufacturers. 

But  problems  remain.  As  a  condi- 
tion for  selling  to  Perfumania,  some 
perfumers  insist  that  Falic  not  adver- 
tise their  wares.  Worse,  he  has  to  raise 
prices.  Where  once  he  offered  a  mini- 
mum discount  of  20%,  his  merchan- 


dise is  now  priced  as  little  as  5%  below 
the  competition's.  "By  discounting 
less  to  a  certain  extent,  we  were  able 
to  expand  our  assortments,"  Falic 
explains. 

Last  fiscal  year  Perfumania  crept 
into  the  black:  S 1 .3  million,  2 1  cents  a 
share,  in  net  income  on  sales  of 
$115.5  million.  Falic  is  opening 
stores  now  at  the  rate  of  25  a  year. 

But  the  stores  still  have  limited 
stocks  of  many  items;  for  many  brands 
the  company  still  must  depend  upon 


the  gray  market.  Over  the  past  two 
years  Perfumania  has  been  sued  by 
Givenchy,  Boucheron  and  Cosmair 
for  copyright  infringement  and  pat- 
ent violations.  Pending  an  outcome 
of  the  lawsuits,  it  has  had  to  pull  from 
its  shelves  Givenchy's  Amarige  and 
Vsatis  perfumes  as  well  as  Boucheron, 
and  Cosmair's  Tresor  and  Paloma 
Picasso  perfumes. 

No  one  is  talking  any  longer  about 
having  4,000  stores  or  making  com- 
parisons with  Toys  "R"  Us.  BH 


Shades  of  gray 


In  a  business  where  im- 
age is  a  major — perhaps  the 
major — part  of  the  prod- 
uct, perfume  makers  must 
spend  heavily  to  launch  a 
new  scent.  The  price  of  ad- 
mission ranges  from  $5 
million  to  S20  million.  To 
launch  designer  Karl  La- 
gerfeld's  Sun  Moon  Stars 
last  fall,  Unilever  flew  ac- 
tress Daryl  Hannah  to 
Monte  Carlo,  where  for 
two  days  the  fashion  pho- 
tographer Peter  Lind- 
bergh fussed  over  an  adver- 
tising shoot  to  create  that 
special  "heavenly"  feeling. 
At  $200  an  ounce,  the 
stuff  darned  well  has 
to  seem  heavenly  to 
customers. 

But  how  heavenly  can  a 
product  seem  in  a  rather 
shabby  store  and  heavily 
marked  down?  Yet  the  fact 
remains  that  up  to  half 
the  S5  billion  perfume 
business  is  done  by  mass 
merchants,  drugstores  and 
supermarkets. 

Not  all  that  product 
comes  off  the  gray  market. 
Many  manufacturers 
cannot  resist  the  tempta- 
tion to  sell  to  the 
dreaded  discounters.  After 


all,  the  gross  profit  per 
ounce  is  so  huge  and  the 
overhead  to  be  recov- 
ered so  heavy  that  it  pavs 
them  to  do  so. 

The  traditional  outlet, 
the  department  store,  is 
getting;  harder  to  deal 


new  fragrances  were 
launched  into  this  turbu- 
lent market,  half  again  as 
many  as  was  customarv  in 
the  recent  past.  Occasional- 
ly one  is  a  blockbuster 
success — which  is  what 
keeps  the  launches  corn- 


Shopping  at  Kroger 

Department  stores  are  squeezing  perfume  makers'  margins. 


with,  demanding  deals  now 
and  special  promotions. 
It's  often  simpler  to  turn  to 
a  grocer  like  Kroger. 
Most  of  the  1,300  Kroger 
supermarkets  have  set  up 
perfume  counters  serviced 
by  a  salesperson.  "The 
designers  want  to  keep 
their  image,  but  they 
looked  at  the  traffic  in  our 
stores.  We  have  over  3 
million  customers  a  week," 
says  Paul  Bernish,  Kro- 
ger's  spokesman.  "That's  a 
big  market." 

Last  vear  at  least  30 


ing.  Like  Calvin  Klein's  CK 
ONE.  Within  four  momhs 
of  its  introduction  kv  •  Sep- 
tember, CKONE  sole  S45 
million  at  wholesa..,  ..lore 
than  recouping  the  cost 
of  its  estimated  S20  million 
launch. 

But  90?  ~r- 

fume  launches  a)    failures. 
The  life  span  <:A  a  hot  per- 
fume is  shrinking:  five  years 
com;  vith  ten  years  a 

decade  ago. 

An  unintended  benefi- 
ciary  of  all  this  is  publicly 
traded  Model  Imperial, 


based  in  Boca  Raton,  which 
sells  in  the  gray  market. 
Last  year  it  sold  $160  mil- 
lion worth  of  perfume, 
including  Yves  Saint  Lau- 
rent, Christian  Dior  and 
Ralph  Lauren. 

Unilever  unloads  on 
the  gray  market  an  annual 
S40  million  worth  of  its 
perfume,  including  True 
Love  by  Flizabeth  Arden 
and  Lagerfeld's  Sun  Moon 
Stars.  Elizabeth  Arden 
Chief  Executive  Kimberly 
Delsing  refuses  to  com- 
ment. No  surprise.  In  her 
public  utterances  she 
bashes  the  gray  market. 

Givenchv  slaps  dis- 
counters with  lawsuits  for 
selling  its  Amarige  and 
Ysatis  perfumes,  but  nego- 
tiates with  Model  Imperi- 
al to  sell  some  of  its  older 
brands,  including  Gi- 
venchy III  and  Monsieur  de 
Givenchy. 

Vincent  Bastien  of  San- 
ofi  Beaute  is  dealing  with  an 
overcrowded  market  by 
dropping  slow-selling 
scents.  He  has  dumped 
22  lines — including  Geof- 
frey Beene,  Perry  Ellis 
and  Stendhal — and  is  coi 
centrating  on  the  eigh 
remaining,  which  ir    ade 
Yves  Saint  Laure^  ,  Oscar 
de  la  Renta  and  .sina  Ricci 

"I  don't  wr      ro  sell  to 
the  gray  mar  .c  i 
tien.  "It's  - 
You  kill  v 
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Let  others  rush  to  lay  optic  fiber  and  splurge  on  cellular 
licenses.  Cincinnati  Bell  is  playing  the  game  its  own  way. 

Playing  without 
paying 


By  Gary  Samuels 
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A\V  SUC<  ESSFUL  EXEC  UTIVE  will  tell 
you  that  some  of  his  best  investments 
were  the  ones  he  didn't  make.  Cincin- 
nati Bell  Ine.  President  and  Chief 
Executive  John  LaMacchia  feels  that 
way  about  liber-optic  and  coaxial  ca- 
ble TV  systems. 

The  smallest  of  the  former  Bell  Sys- 
tem units — AT&T  owned  only  33%  of 
the  shares — Cincinnati  Bell  has  nearly  1 
million  lines  in  the  greater  Cincinnati 
area.  Like  other  phone  companies,  it 
will  soon  lace  competition  in  its  basic 


Cincinnati  Bell's  John  LaMacchia 
"DirecTV  looks  to  me  like  two-way 
video  on  demand  on  the  cheap." 


phone  business  from  cable-TV  opera- 
tors and  others.  Unlike  most  phone 
companies,  it  has  no  plans  to  spend  a  lot 
of  money  on  a  high-tech  cable  system. 
Ditto  for  cellular.  Cincinnati  Bell  trad- 
ed its  free  cellular  license  for  a  minority 
interest  in  a  partnership  controlled  by 
Ameritech,  which  now  it  would  gladly 
swap  for  cash. 


But  don't  think  LaMacchia  is  out  of 
it.  Before  Cincinnati  Bell  he  was  a  strate- 
gic planner  at  AT&T;  before  that,  a  re- 
search physicist  at  Bell  Labs.  He  knows 
what's  what  in  telecommunications. 

He  also  knows  that  his  smallish  Bell 
can't  raise  billions  of  dollars.  With 
SI. 2  billion  in  revenues  last  year  and 
S90  million  ($1.21  a  share)  in  earn- 
ings, Cincinnati  Bell  is  a  midget  com- 
pared with  $  14  billion  Bell  Atlantic  or 
$17  billion  BellSouth. 

But  that,  he  reasons,  isn't  all  bad.  It 
means  he  must  measure  his  risks  more 
carefully.  He  is  well  aware  that  during 
periods  of  rapid  scientific  progress 
and  regulatory  change,  companies 
that  invest  early  in  what  appear  to  be 
promising  technologies  often  wish 
they'd  waited  for  the  next  technol- 
ogy. That's  the  way  he  feels  about  the 
fancy  two-way  video  networks  being 
proposed  by  some  Bells.  "Wouldn't 
we  be  better  off  waiting  to  see  how 
this  all  pans  out?"  he  says  mildly. 

While  waiting,  LaMacchia  is  not 
sitting  idly  by.  He  notes  that  Hughes 
Electronics'  DirecTV,  the  satellite 
broadcasting  service  that  beams  up  to 
175  channels  directly  to  homes 
equipped  with  $700  dishes,  is  already 
a  good,  relatively  inexpensive  alterna- 
tive to  cable  TV.  So  Cincinnati  Bell  has 
taken  an  indirect  stake  in  DirecTV's 
success  through  its  telemarketing 
subsidiary  Matrixx  Marketing.  Start- 
ed in  1989,  Matrixx  began  taking  calls 
to  DirecTV's  toll-free  hotline  for  Gen- 
eral Motors'  Hughes  unit  a  year  ago 
and  now  has  nearly  1,000  dedicated 
phone  reps  taking  orders  and  answer- 
ing questions  about  the  service. 

"What  am  I  missing?"  LaMacchia 
demands.  "This  [DirecTV]  looks  to 
me  like  two-way  video  on  demand  on 
the  cheap.  It's  the  market  others  are 
pursuing  for  $500  to  $1,000  per 
home,  only  4t's  [already]  there,  and 
the  service  is  spectacular." 

The  numbers  support  his  view.  Ma- 
trixx's  sales  have  climbed  from  $88 
million  in  1992  to  $226  million  last 
year.  Capital  investment:  negligible. 

LaMacchia  has  also  found  a  way  to 
participate  in  cellular  telephony  with- 
out spending  billions.  Over  the  past 
decade  LaMacchia  has  built  a  division 
called  Cincinnati  Bell  Information 
Systems  that  produces  customer  bills 
for  cellular  phone  operators  using  in- 
ternally designed  software.  So  far  this 
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year,  cellular  operators,  driven  by  in- 
tense competition,  have  made  1,000 
price  changes,  which  means  plenty  of 
software  updates  for  CBIS. 

This  subsidiary's  sales  last  year  were 
S344  million,  and  last  year  cms  re- 
newed its  biggest  contract,  with 
AT&T/McCaw  Cellular  to  print  its 
bills  through  1999,  a  deal  worth  an 
estimated  S600  million.  Although 
Matrixx  Marketing,  CBIS  and  a  few- 
smaller  unregulated  businesses  tie  up 
just  35%  of  their  parent's  assets,  they 
now  contribute  about  half  the  par- 
ent's total  revenues  and  operating 
profits.  Meanwhile,  LaMacchia  is 
girding  for  the  expected  onslaught  on 
his  basic  telephone  business. 

"Competition,"  sighs  LaMacchia, 
"is  inevitable."  Cincinnati  Bell  has 
been  spending  heavily — $113  million 
last  year — to  upgrade  its  telephone 
switching  capacity.  It  has  also  coaxed 
some  1,300  workers  into  early  retire- 
ment, part  of  a  plan  to  cut  expenses  by 
at  least  S 50  million  a  year. 

He  is  fighting  a  rearguard  action  to 
delay  the  competition.  When  the 
Public  Utilities  Commission  of  Ohio 
agreed  to  hold  hearings  in  May  to 
grant  licenses  to  three  would- be  com- 
petitors— including  Time  Warner  in 
the  Cincinnati  market — LaMac- 
chia sued  the  commission. 

Cincinnati  Bell's  opponents  com- 
plain that  LaMacchia  is  using  his  law- 
yers to  stall  competition.  LaMacchia 
says  he's  merely  fighting  for  rules  that 
will  let  his  company  compete  on  an 
equal  footing.  This  would  mean  rais- 
ing rates  for  some  subsidized  custom- 
ers— a  political  hot  potato — while 
lowering  rates  to  lucrative  business 
and  affluent  residential  customers. 
Otherwise,  competitors  without  the 
obligation  to  sent  all  consumers 
could  simply  undercut  rates  and  take 
business  away.  A  Cincinnati  Bell  exec- 
utive testified  to  the  commission  that 
without  the  needed  protections,  it 
could  lose  up  to  60%  of  local  market 
share.  "For  us,  this  [local  phone  ser- 
vice] is  the  whole  ball  game,"  says 
LaMacchia.  "No  other  company  our 
size  has  as  much  invested  in  a  single 
regulatory  jurisdiction.  If  we  don't  do 
it  right,  shame  on  us  and  shame  on  the 
regulators." 

In  one  sense  John  LaMacchia  has  a 
weak  hand,  but  give  him  lots  of  credit. 
He's  playing  it  right  smartly.  ■■ 


Roger  Farah  made  an  easy  $14  million 
last  year.  But  this  year  he  is  going 
to  earn  every  dime  he  gets. 

Woolworth's 
woes 


By  Phyllis  Berman  with  Caroline  Waxier 

WE'VE  Al.l.  heard  and  read  about 
overpaid  executives,  but  Roger  Farah 
takes  the  prize.  Farah  got  S14  million 
for  less  than  four  months'  work.  He 
began  as  president  of  R.H.  Macy  & 
Co.  in  July  1994,  and  was  a  couple  of 
weeks  on  the  job  when  Macy  agreed 
to  merge  with  Federated  Department 


Stores.  Just  before  Christmas  the  deal 
was  done  and  Farah  walked  away  with 
the  S14  million  he  had  been  guaran- 
teed in  the  event  of  a  change  of 
control  of  the  company. 

Farah  had  no  trouble  landing  an- 
other job.  A  suave,  confident  42-year- 
old,  his  reputation  was  firmly  estab- 


Woolworth  Chief  Executive  Officer  Roger  Farah 
He  wanted  challenges. 
He's  got  them. 
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Woolworth  Corp. 


lished  during  his  years  at  Federated 
and  elsewhere.  Ralph  Lauren  ottered 
him  the  number  two  job  at  his  compa- 
ny, and,  according  to  headhunter 
Herbert  Mines,  Farah  had  other  of- 
fers, too.  Rut  they  weren't  what  he- 
wanted.  Says  Mines:  "He  had  already 
been  burned  by  corporate  polities — at 
Macy  and  Federated — and  wanted  to 
run  his  own  show." 

Woolworth  Corp.,  the  badly  tat- 
tered $8-billion-a-year  retailer,  of- 
fered what  he  was  looking  for.  In  mid 
December  he  became  Woolworth's 
chairman  and  chief  executive.  As  an 
incentive  he  was  granted  options  on 
<S()(),()()()  Woolworth  shares  at 
$  1 3 .63 — recent  price  SIS.  38 — and 
2()(),()()()  shares  in  restricted  stock. 

Woolworth  was  a  mess,  mm.\  Farah 
knew  it.  Its  sales  ,\nd  earnings  had 
dropped  since  the  early  1990s.  By  last 
year  net  earnings  had  almost  van- 
ished, the  net  profit  margin  was  under 
a  penny  on  the  sales  dollar  and  its  chief 
executive,  William  Lavin,  had  been 
forced  out.  By  the  beginning  of  this 
year  the  company  was  almost  out  of 
cash  mm.\  its  short  term  debt  had 
swelled  from  just  SI 64  million  in 
1992  to $853  million  in  1994.  "Prof- 
its had  dwindled  so  much,  it  became 
impossible  to  pay  down  that  debt  after 
the  Christmas  selling  season,"  ex- 
plains Marvin  Behm  of  Duff  &  Phelps 
Credit  Rating  Co. 

Farah  was  looking  for  a  challenge, 
but  he  may  have  gotten  more  than  he 
bargained  for.  Woolworth  was  facing 


A  new  Foot  Locker  in  Manhattan 
Woolworth  needs  cash  to  update 
the  rest  of  the  chain. 


its  annual  bank  review  in  the  early 
summer,  a\m\  Farah  was  concerned 
that  the  company  might  violate  its 
loan  covenants — he  needed  some 
breathing  room — so  off  he  went  to 
meet  with  his  bankers.  With  a  respect- 
ed merchant  now- running  the  compa- 
ny, the  banks  agreed  to  extend  a  S 1 .3 
billion  revolving  credit  line — SI  bil- 
lion tor  three  years  and  $500  million 
lor  one  year.  Farah  then  raised  $200 
million  by  issuing  long  term  debt, 
And  has  another  $450  million  on  the 
shelf  that  he  can  issue  if  need  be. 

To  get  Woolworth  solvent,  Farah 
knocked  out  the  sacred  dividend — it 
had  had  an  unbroken  record  of  <S3 
years — slashed       capital       spending, 

"Basically  Woolworth 

is  a  kennel  club. 

Most  of  them  are  dogs." 


wrote  down  inventory  and  began 
looking  for  assets  to  sell. 

In  short,  he  was  functioning  as  a 
financier  more  than  a  merchandiser. 

Rut  Woolworth's  problems  aren't 
purely  financial.  They  are  fundamen- 
tal. Woolworth  is  not  so  much  a 
retailing  company  as  a  holding  com- 
pany lor  assorted  retail  chains.  One  ot 
those  is  the  Athletic  Footwear  &  Ap- 


parel division  led  by  flagship  Foot 
Locker,  a  1,828-shop  chain,  long 
Woolworth's  star.  That,  with  the  rest 
of  the  footwear  division,  accounts  for 
some  70%  of  the  company's  operating 
profits.  But  the  market  for  athletic 
shoes  has  slowed  to  a  2%-a-year 
growth  rate  from  the  1 8%  it  enjoyed 
in  the  late  1980s,  and  Foot  Locker's 
inventory  control  system  is  lacking 
sophistication,  its  stores  in  serious 
need  of  modernizing. 

Other  Woolworth  chains  include 
the  San  Francisco  Music  Box  Co.,  a 
musical  gift  company,  the  Best  of 
Times,  a  watch  retailer,  and  Karuba, 
selling  women's  casual  apparel.  Farah 
would  probably  like  to  sell  some  of 
these,  but  that  won't  be  easy.  Many  of 
these  chains  are  tailing;  some  that 
might  be  able  to  succeed  need  exten- 
sive remodeling  and  a  promotion 
budget.  Few,  if  any,  will  command 
decent  prices.  Since  they're  mall- 
based  with  short  five-year  leases,  they 
don't  even  have  leases  to  sell.  Says 
Alan  Millstein,  editor  and  publisher  of 
Fashion  Network  Report,  "'Basically, 
Woolworth  is  a  kennel  club.  Most  of 
them  are  dogs." 

Farah  has  unloaded  a  few  of  the 
dogs.  In  the  first  quarter,  ended  Apr. 
29,  Farah  sold  R.\  Place,  a  chain  of 
pharmacies,  for  $37  million  in  cash, 
notes  and  the  assumption  of  liabil- 
ities. He  also  found  a  buyer  for  Kids 
Mart/Little  Folks,  331  children's 
clothing  stores,  for  $15  million. 

What  about  the  old  variety  stores 
themselves?  Their  future  is  dim.  They 
have  been  pared  down  from  about 
950  to  428.  Most  of  those  left  do  have 
valuable  20-year  leases,  but  if  they  are 
to  be  sold,  they  must  be  sold  one  by 
one.  It  is  unlikely  that  any  buyer  wants 
the  whole  group. 

Woolworth  lost  money  in  the  first 
quarter,  $80\million  on  $  1 .8  billion  in 
sales,  and  a  return  to  past  levels  of 
profitability  is  still  some  way  off. 
Which  means  that  Farah  will  have  to 
continue  keeping  the  financial  wolves 
at  bay  for  a  while  longer. 

Roger  Farah  declined  to  be  inter- 
viewed for  this  story.  Who  can  blame 
him?  With  all  the  fires  he  has  to  put 
out,  he  probably  has  not  yet  had  time- 
to  formulate  merchandising  plans  for 
his  mishmash  of  businesses,  let  alone 
draw  up  a  clear  strategy  for  a  turn- 
around. ■■ 
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You  PULLED  OUT  of  the  driveway,  gave  mom  and  dad 
a  wave,  and  experienced  an  excitement  and 
freedom  you'd  never  known  before. 

The  1995  Jaguar  XJS  4.0L  Convertible  has 
the  performance  and  stunning  looks  to  get  that 
feeling  back-in  a  hurry.  A  potent  new  237  HP  AJ16 
engine  generates  more  horsepower  than  last 
year's  model,  and  integrates  a  new  state-of- 


the-art  engine  management  system.  Of  course, 
every  XJS  features  such  amenities  as  Connolly 
leather,  walnut  fascia  and  trim,  and  is  backed  by  a 
four-year/50,000  mile  warranty* 

The  1995  XJS  4.0L  Convertible.  After  all,  why 
should  teenagers  have  all  the  fun?  For  more 
information    and    your    nearest  ^^^>\ 

dealer,  call  1-800-4-JAGUAR.  JAG  UAR 


injoy  tomorrow.  Buckle  up  today.  *See  your  dealer  for  a  copy  of  this  limited  warranty. 


Will  the  cease-fire  hold  and  bring  peace  at  last 
to  Northern  Ireland?  A  lot  of  smart  business  people 
are  betting  hard  cash  that  it  will. 

Irish  renaissance 


By  Richard  C.  Morais 

You  think  you've  got  troubles  run- 
ning a  business?  Listen  to  the  story  of 
Michael  McLaughlin,  who  ran  a 
thriving,  19-employee  hardware  store 
on  William  Street,  Londonderry, 
Northern  Ireland.  The  shop  was  just 
outside  the  Bog,  the  Catholic  slum 
where  in  1972  British  soldiers  shot 
dead  13  rioting  Catholics  on  "Black 
Sunday." 

McLaughlin's  business  was  burned 
and  bombed  to  the  ground  eight 
times.  "He  hit  a  low  point  in  1975," 
recalls  his  son  Seamus.  "He  had  just 


been  firebombed,  and  my  mother  was 
dying.  He  reopened  in  a  prefabricated 
office,  and  that  very  day  a  gunman 
robbed  him."  But  the  McLaughlins 
are  still  in  business  on  William  Street 
selling  hardware. 

Next  door,  the  Ferguson  family 
sells  cycling  shorts,  jeans  and  T  shirts. 
During  the  Troubles,  says  Paul  Fer- 
guson, "my  mother  sprinkled  the 
shop  with  holy  water."  But  with 
peace  slowly  settling  over  the  embat- 
tled northern  provinces,  the  Fergu- 
sons have  expanded  into  a  second, 


much  larger  store  and  are  snapping  up 
additional  buildings  on  the  street  that 
five  years  ago  was  derelict. 

Paul  Ferguson  realized  life  had  real- 
ly changed  since  the  cease-fire  when  a 
few  weeks  ago  his  alarm  accidentally 
tripped.  Police  were  at  the  store  be- 
fore he  was.  "For  20  years  police 
wouldn't  investigate  robberies  here 
for  fear  of  being  set  up  and  am- 
bushed," he  says. 

Even  before  the  August  1994 
cease-fire  between  the  unionist  and 
nationalist  terrorists,  Northern  Ire- 
land's economy  was  reviving.  This 
S20  billion  economy  grew  3%  last 
year — not  a  huge  amount,  but  a  wel- 
come change  from  decades  of  decline 
and  stagnation. 

While  politics  still  dominates  the 
news  from  Northern  Ireland,  business 
is  where  the  quiet  action  is.  In  Derry, 
as  Catholic  locals  call  Londonderry,  a 
provincial  capital  of  100,000  just  a 
few  miles  from  the  border  with  the 
Republic  of  Ireland,  there's  a  building 
boom.  On  even,'  block,  construction 
is  under  way.  Rents  for  prime  down- 
town retail  space  have  tripled  the  last 
several  years,  to  $70  a  square  foot. 
"Foyleside,"  a  S120  million  mall  now 
being  built  by  Boston's  O'Connell 
Brothers,  is  already  100%  rented. 
Tenants  include  McDonald's,  Body 
Shop,  Boots,  and  Marks  &  Spencer. 
Familiar  names  to  most,  but  exotic  to 
this  war-torn  town,  long  shunned  by 
outside  investors.  Smiles  real  estate 
agent  Patrick  Andrews:  "These  are  all 
stores  that  wouldn't  have  looked  at  us 
previously." 

Du  Pont  was  the  town's  sole  big 


The  McLaughlin  brothers  toda*  n  front  of  their  Londonderry  hardware  store,  and  the  store  after  a  1972  bombing 
Bombed  and  burned  to  the  gi   und  eight  times,  but  now  expanding. 
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Toshiba  Multimedia 


►►■■< 


•T2150CDT-1 0.4  dia.  color 
active  matrix  display '8MB 
RAM  expandable  to  32MB 
•75MHz  Intel  DX4™3.3v  -520 
Million  Bytes  (=500MB)  HDD 
•Two  stacked  PCMCIA 


(PC  Card)  slots  (two  Type  I- 
or  one  Type  III)  -Accupoint" 
integrated  pointing  device 
•Sound-Blaster"  Pro 
compatible,  WAV  and  MIDI 
sound  support 


Time  and  space  died  yesterday.  A  new  language  was  born. 

An  advanced  portable,  with  an  integrated  CD-ROM,  the  Toshiba  Satellite  Pro  T2150CD  Series  Notebook 

Multimedia.  Moving  as  fast  as  your  ideas. 

is  almost  as  easy  to  use  as  a  TV  but  infinitely  more  capable. 

Now  you  are  totally  portable.  Turning  words  into  entertainment. 

Enormous  data  storage,  speed  and  stereo  sound  will  transform  your  thinking  forever. 

Across  time  zones  or  across  the  road.  You  are  your  nomadic  ancestors  again. 

Carry  the  contents  of  the  last  200  years  of  thinking  under  your  arm.  Supported  by  its  own  semiconductor  technology, 

This  time  in  the  fast  lane.  Step  quickly. 

Toshiba  is  mapping  the  new  multimedia  frontier.  This  is  just  the  beginning.  Stay  tuned. 


In  Touch  with  Tomorrow 

TOSHIBA 


http://www.  toshiba .  com 


Northern  Ireland 
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Boomtown  construction  in  Londonderry 

The  war-weary  will  finally  get  a  McDonald's. 


employer  for  35  years.  No  longer. 
Fruit  of  the  Loom,  of  Kentucky,  re- 
cently opened  a  state-of-the-art  cot- 
ton-spinning plant  to  service  all  of 
Europe.  Last  year  Seagate  Technol- 
ogy, the  California-based  disk-drive 
maker,  opened  the  first  stage  of  a 
$200  million  plant  making  the  latest 


generation  of  thin-film  head  waters 
for  computer  hard  disks. 

Tourism  is  taking  off.  Seven  years 
ago  the  local  council  hired  Harry 
Briston,  the  town's  first  tour  guide.  "I 
took  around  one  tourist  a  week,"  he 
recalls.  Today  he  has  two  assistants 
and  guides  250  tourists  a  day.  It\s 


hard  to  get  a  hotel  room,  and  shop- 
pers from  Donegal,  across  the  border, 
are  again  starting  to  flow  through  the 
town's  streets. 

Not  that  terrorism  has  faded  entire- 
ly into  memory.  Local  police  stations 
remain  covered  in  razor  wire  and  anti- 
terrorist  grills.  IRA  graffiti  scrawls 
across  the  gray  public  housing  and 
hard  men  keep  people  in  line  at  public 
housing  projects  by  "kneecapping" 
them  with  baseball  bats.  But  peace  is 
in  the  air  and  with  it  money  is  coming 
out  of  hiding  and  other  money  is 
flowing  in.  With  Derry's  unemploy- 
ment rate  still  close  to  16%,  there  is  a 
large,  relatively  low  cost  labor  pool  to 
attract  foreign  investment. 

In  1993  and  1994  the  average 
hourly  manufacturing  wage  in  North- 
ern Ireland,  including  benefits,  was 
$10.68.  Compare  that  with  $12.40  in 
the  U.K.,  $13.62  in  the  U.S.  and 
$22.10  in  Germany.  And  yet  North- 
ern Ireland  has  by  far  the  best-educat- 
ed labor  force  in  Britain,  with  more 
students  going  on  to  higher  educa- 
tion than  anywhere  else  in  the  isles. 
"The  high  unemployment  is  bad  for 
the  region,  but  it's  not  bad  for  us," 
says  Du  Pont  (U.K.)  Ltd.  Managing 
Director  William  Walker.  "It  assures 


Gommonsense 
man 


While  Gerry  Adams, 
leader  of  the  political  front 
of  the  Irish  Republican 
Army,  gets  the  media  spot- 
light, his  Sinn  Fein  politi- 
cal party  lags  at  the  polls, 
with  the  support  of  just 
10%  of  Northern  Ireland's 
popular  vote. 

A  more  authentic  voice 
of  so-called  Irish  national- 
ism is  John  Hume,  the 
soft-spoken  leader  of  the 
social  democratic  SDLP. 
His  party — seeking  a  nego- 
tiated middle  ground  be- 
tween those  who  want  un- 
conditional reunion  with 
the  Irish  Republic  and 
those  who  want  to  remain 
part  of  Great  Britain — gar- 


ners close  to  30%  of  the 
popular  vote.  His  condem- 
nation of  violence  put 
him  on  both  unionist  and 
nationalist  paramilitary 
hit  lists.  In  1987  his  car  and 
house  went  up  in  a  fire- 
bomb attack. 

With  peace  talks  be- 
tween Britain  and  the  Irish 
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Republic,  Sinn  Fein  and 
unionist  parties  under  way, 
Hume  remains  under  ter- 
rific pressure,  his  life's  work 
riding  on  a  satisfactory 
outcome  of  the  talks.  When 
Forbes  interviewed  him 
in  June  at  the  Everglades 
Hotel  in  Londonderry, 
he  looked  bedraggled  and 


John  Hume 

of  SDLP 

The  man  who  got 

Sinn  Fein  and 

the  British 

government 

to  talk. 


seemed  nervous.  But  he 
relaxed  for  a  moment  to  tell 
a  story: 

"My  father  became 
unemployed  when  I  was  8 
years  old  and  was  unem- 
ployed for  the  rest  of  his 
life.  He  was  intelligent. 
People  came  to  him  for  ad- 
vice; to  write  their  letters. 

"In  those  days  they 
held  election  meetings  out- 
side. One  day  my  Dad 
and  I  went  to  a  nationalist 
meeting  and  they  were 
waving  the  flag.  Everybody 
was  getting  very  emo- 
tional, me  included. 

"My  father  put  his 
hand  on  my  shoulder  and 
said,  'Don't  get  involved 
in  that,  son.' 

"  'Why  not,  Dadr'  I 
said. 

"  'You  can't  eat  a 
flag.'  "  -R.C.M.  H 
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Seagate's  managing  director,  Michael  Caulfield,  in  Derry  clean  rooms 
The  $200  million  plant  garnered  plenty  of  subsidies. 


us  a  highly  qualified  labor  supply." 

With  few  opportunities  available 
until  recently,  there  are  more  highly 
qualified  people  than  there  are  jobs 
for  them.  Stephen  Costello,  running 
Marks  &  Spencer  in  Belfast,  says  shop 
assistants  often  have  university  de- 
grees. "We  are  oversubscribed  with 
Ph.D.s,"  says  Seagate's  local  manag- 
ing director,  Michael  Caulfield,  "and 
we've  exceeded  all  our  productivity 
targets." 

Long  before  there  were  any  con- 
crete signs  of  peace,  Du  Pont  put  one 
of  only  two  Kevlar  plants  worldwide 
in  Derry.  "In  35  years  we  have  never 
missed  a  shipment  due  to  work  stop- 
pages, for  any  reason,"  says  Walker. 

Among  the  things  that  keep  Du 
Pont  in  Derry  are  generous  govern- 
ment subsidies.  For  now  there  are  still 
plenty  of  government  inducements  to 
invest  here.  Just  about  eveything  in 
Derry,  from  the  Fergusons'  private 
real  estate  deals  to  Seagate's  new 
plant,  is  partially  underwritten  by  the 
British  government  in  Westminster  or 
by  the  European  Union  Commission 
in  Brussels.  Close  to  30%  of  Seagate's 
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S200  million  new  plant  was  defrayed 
by  cash  grants  from  the  Industrial 
Development  Board  of  Northern  Ire- 
land. Training?  The  board  picked  up 
nearly  50%  of  the  airfare  and  housing 
expenses  for  flying  100  of  Seagate's 
Irish  workers  to  Minneapolis  for  six 
months  of  training.  Yet  another  state 
agency  paid  toward  the  company's 
R&D  center's  startup  costs. 

These  subsidies,  needed  when  all 
the  news  from  Northern  Ireland  was 
bad,  won't  always  be  there.  "This  is 
an  end-of-season  sale,"  says  Seagate's 
Caulfield.  "In  three  years'  time  we 
won't  have  these  grants." 

Has  peace  really  come  to  Northern 
Ireland?  A  lot  of  business  people  are 
betting  hard  money  that  it  has.  Shop- 
keeper Michael  McLaughlin  did  not 
live  long  enough  to  witness  the  cease- 
fire, but  his  three  sons  have.  Seamus 
McLaughlin  pauses  for  a  moment 
from  serving  the  crowd  of  hard  hats 
buying  copper  wire  and  screws  at  his 
William  Street  hardware  store.  Says 
he:  "We  now  have  9  employees.  Our 
goal  is  to  get  back  up  to  the  19 
employees  he  had."  ■■ 


SOUNDS  SO  REAL,  PEOPLE  WILL  ASK. 
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Talking  on  a 

Speakerphone?" 


There's  simply 
NO  comparing  the 
SoundStation  with 
other  Speakerphones! 
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COMPATIBLE  IN  50  COUNTRIES  WORLDWIDE 


Designer  kitchens  are  big  business  in  Europe,  but  European  kitchen 
makers  are  having  a  devil  of  a  time  establishing  themselves  in  the  U.S. 


Hold  the 

Poggenpohl 


By  Peter  Fuhrman 

In  European  homes  the  kitchen  has 
generally  been  a  cramped  and  airless 
room,  not  much  bigger  than  a  broom 
closet  with  pygmy-size  appliances. 
But  in  recent  years  Europeans  have 
developed  a  taste  for  sleek,  kitchens 
full  of  cabinets,  workspaces  and 
American-size  appliances.  Real  estate 
ads  in  major  European  cities  often 
mention  nothing  except  the  number 
of  bedrooms  and  the  brand  of  Ger- 
man designer  kitchen — Poggenpohl, 
allmilmo,  SieMatic  or  Bulthaup,  all 
high-priced  designer  kitchen  cabinet- 
makers that  have  the  same  sort  of 
brand  pulling  power  in  Europe  as 
Versace,  Armani  and  Hermes. 

No  flimsy  construction  or  wasted 
space  in  these  kitchens.  There  are 
foldaway  stepladders,  breadboxes 
made  of  moisture-proof  clay,  pol- 
ished metal  countcrtops,  special  flexi- 
ble door  hinges  that  open  to  nearly 
180  degrees  and  a  raised  housing  for 
the  dishwasher  to  make  loading  and 
unloading  easier.  Cabinet  doors  close 
with  the  dull  thud  of  a  Mercedes  car 
door.  Typical  cost:  about  $35,000, 
excluding  installation. 

Germany  is  the  world's  largest  sin- 
gle market  for  expensive  kitchens, 
with  total  sales  of  $1.5  billion  a  year. 
This  makes  Germany's  market  six 
times  larger  than  the  U.S.  market  for 
expensive  kitchens,  after  adjusting  for 
differences  in  population.  Unfortu- 
nately, however,  fewer  and  fewer  Ger- 
mans are  setting  up  house  these  days. 
And  Germany's  population  is  declin- 
ing, as  is  that  of  every  other  major 
Western  European  country. 

Solution:  Export  Eurokitchens  to 
the  U.S.,  where  the  expensive  kitchen 
market  is  growing  rapidly  as  more 
Americans,  especially  folks  in  their 
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50s,  upgrade  their  1950s-style  kitch- 
ens. But  this  is  easier  conceived  than 
done.  The  German  companies  have 
run  into  an  unexpected  problem: 
America's  high-end  kitchen  business 
is  one  of  the  last  old-fashioned  handi- 
craft industries. 

This  year  Americans  will  spend 
about  S750  million  on  kitchens  cost- 
ing over  $15,000;  fully  60%  of  that 
will  go  to  small  local  manufacturers, 
with  the  balance  going  to  about  three 
dozen  U.S.,  Canadian  and  European 


companies  that  sell  nationwide.  One 
reason  local  cabinetmakers  do  so  well 
is  that  architects  and  interior  design- 
ers can  charge  their  clients  additional 
fees  for  designing  cabinets  that  are 
then  made  by  local  craftsmen.  There's 
no  fee  for  recommending  an  off-the- 
shelf  Poggenpohl . 

Three  of  the  German  companies — 
Poggenpohl,  SieMatic  and  all- 
milmo— have  tried  to  boost  sales  in 
the  U.S.  market  by  supplying  their 
kitchens   in    bulk  to  developers  of 


Kitchens  designed 
by  Italy's  Boffi  (left) 
and  Germany's 
allmilmo 
Will  the  price- 
cutting  Italians 
outmaneuver 
the  Germans  for 
the  affections  of 
America's  cooks? 


high-priced  condominiums.  In  Flor- 
ida most  condos  selling  for  more 
than  S500,000  now  come  equipped 
with  a  Eurobrand-name  kitchen.  But 
there's  not  much  money  to  be  made 
in  this  end  of  the  business.  The  de- 
velopers squeeze  hard  on  price,  leav- 
ing little  cushion  to  absorb  currency 
fluctuations.  Poggenpohl  won  some 
big  orders  two  years  ago  in  Florida. 
But  when  the  deutsche  mark  began 
to  rise  last  year,  Poggenpohl  could 
fill  the  contracts  only  by  selling  its 
kitchens  at  a  loss.  Poggenpohl  is  now 
pulling  out  of  the  condominium 
business. 

Poggenpohl,  allmilmo  and  Sie- 
matic  have  opened  exclusive  show- 
rooms in  a  few  large  U.S.  cities,  but 
they  don't  have  the  money  to  repli- 
cate the  large  showroom  networks 
each  has  established  across  Europe. 
The  Germans  have  also  looked  at 
selling  their  kitchens  through  large 
retailers,  particularly  Home  Depot. 
But  these  retailers'  salespeople  don't 
often  have  what  it  takes  to  sell  a 
S35,000  kitchen. 

Gerd  Bulthaup  figures  his  epony- 


mous company  can  do  a  good  U.S. 
business  pushing  its  S50,000-and-up 
kitchens  to  cash-rich  strivers  from 
Hollywood  and  Wall  Street.  Explains 
Bulthaup,  who  has  a  showroom  in 
Los  Angeles  and  plans  soon  to  add 
one  in  New  York's  trendy  Soho  dis- 
trict: "'You  can  do  very  well  [in  the 
U.S.],  like  Hermes  has  with  ties,  by 
having  a  brand  with  snob  appeal  at  the 
very  top  part  of  a  market." 

Each  of  the  four  German  compa- 
nies says  sales  in  the  U.S.  are  in- 
creasing this  year  by  15%,  measured 
in  rather  weak  dollars.  But  altogeth- 
er their  U.S.  sales  will  barely  exceed 
S50  million.  And  bad  news  is  on  the 
way.  Italy's  top  kitchen  company, 
Boffi,  based  just  outside  Milan,  has 
opened  its  first  U.S.  showroom,  in 
New  York.  The  Armani  of  kitchen 
cabinets  (a  Boffi  kitchen  is  part  of 
New  York's  Museum  of  Modern 
Art's  permanent  collection),  Boffi  is 
doing  something  the  Germans  have 
never  tried  in  the  U.S.:  introducing 
a  cheap  entry-level  model.  Boffi's 
AluKit  kitchen  costs  about 
SI 0,000,    looks    great    and    has    a 


simple,  do-it-yourself  assembly. 

Lower  prices  will  no  doubt  move 
some  kitchens,  but  it  may  be  that 
European  designer  kitchens  will 
never  sell  terribly  well  in  the  U.S. 
Listen  to  James  Bakke,  president  of 
Madison,  Wis. -based  Sub-Zero, 
whose  refrigerators  are  standard 
equipment  in  most  expensive  Amer- 
ican kitchens.  "The  Europeans 
make  very  aesthetic,  very  well  engi- 
neered kitchens,"  says  Bakke.  "But 
it  turns  out  it's  very  hard  to  get 
Americans  to  change  the  way  they 
think  a  kitchen  should  look." 

Is  this  true  for  Europeans,  too?  We 
may  soon  find  out.  The  leading  pro- 
ducer of  high-end  kitchens  in  the  U.S. 
is  SI 5  million  (sales)  Rutt  Custom 
Cabinetry,  based  in  Goodville,  Pa. 
Rutt  sells  traditional,  solid  wood 
kitchens  that  look  like  they  were  de- 
signed by  L.L.  Bean,  not  Gianni  Ver- 
sace. Rutt  has  been  so  encouraged  bv 
its  success  against  the  Germans  in  the 
U.S.,  says  Rutt  President  Jerry  Price, 
that  it  now  wants  to  begin  exporting 
to  Germany.  H 


Using  phony  invoices,  importers  are  laundering  dirty 
money,  cheating  the  taxpayer  and,  incidentally, 
making  the  U.S.  trade  balance  look  worse  than  it  is. 

Salad  oil,  $720 


By  Damon  Darlin 

LASTYEAR's  $166  billion  merchandise 
trade  deficit  could  have  been  inflated 
by  more  than  SI 00  billion.  That's 
because  crooked  import/export  Arms 
cheated  the  U.S.  Treasury  out  of 
more  than  S40  billion  in  tax  revenues. 
This  startling  claim  comes  from  John 
S.  Zdanowicz  and  Simon  J.  Pak,  fi- 
nance professors  at  Florida  Interna- 
tional University  in  Miami. 

The  amounts  involved  may  be 
much  less  than  the  two  researchers 
claim,  but  the  practice  they  uncov- 
ered is  disturbing  all  the  same.  Four 
years  ago  the  pair  began  using  pow- 
erful computer  software  they  de- 
signed to  examine  the  prices  of 
23,000  different  products  imported 
from  and  exported  to  235  countries 
by  the  U.S. 

The  profs  originally  set  out  to  mea- 


sure the  efficiency  of  the  global  mar- 
ket in  pricing  goods.  They  stumbled 
on  evidence  that  crooks  are  using 
international  trade  as  cover  for  mas- 
sive money  laundering. 

Take  razor  blades  imported  from 
Israel  and  priced  at  3  cents,  while 
identical  blades  from  Panama  were 
invoiced  at  S29.35 — each.  The  price 
of  a  simple  telephone  imported  from 
Hong  Kong  ranged  between  S3. 18 
and  S2,400.  The  profs  found  S720 
bottles  of  imported  salad  dressing  and 
S653  smoke  detectors,  while  a  heli- 
copter exported  to  Korea  was  in- 
voiced for  only  SI 5,609. 

Gary  R.  McBride,  an  accounting 
professor  at  California  State  Universi- 
tv,  Hawvard,  and  .m  ex-adviser  to  the 
Internal  Revenue  Service,  explains: 
"Bad  guys  are  learning  that  banks  are 
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Examples  of  abnormally  low  U.S.  export  prices 


Sources  of  lost 

U.S.  taxes  due  to  abnormal 

trade  pricing  iSmillions) 

Total:  $39,540 


Product 

Radial  tires 

Snow  plows 

Spark  plugs 

Instant-print  cameras 

Upright  pianos 

Missile  and  rocket  launchers 
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Exported  to 

Colombia 

Jamaica 

Taiwan 

France 

France 

Egypt 


Price  per  unit 

$3.03 

267.70 

0.01 

3.05 

38.00 

38.20 


Examples  of  abnormally  high  U.S.  import  prices 


Product 

Sand 

New  truck  tires 

Toilet  paper 

Brassieres 

Spark  plugs 

Instant-print  cameras 

Source:  Simon  Pak  and  Jonn  Zdanowicz 
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Imported  from  Price 


Japan 

Sweden 

Japan 

Italy 

Canada 

JcDan 


$6.025/ ton 
2,266/unit 
6/ roll 
1,576/ dozen 

70/ unit 
2,538/ unit 


Fraudulently  over-invoicing  imports  and  under-invoicing 
exports  cost  taxpayers  $40  billion  last  year. 
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Japan 

$4,938 

Singapore 

3,259 

U.K.              2,789 

Germany 

2,591 

Mexico 

2,449 

Canada 

2,355 

China 

1,345 

Hong  Kong 

1,278 

All  other 
countries 

15,434 

a  hard  place  to  launder  money,  so 
they're  turning  to  the  export/import 
business."  Why  did  that  guv  pav  vou 
S100,000?  Because  I  sold  "him  200 
razor  blades. 

The  feds  have  already  tracked  a  few- 
cases  of  suspected  invoicing  fraud. 
Sunrider  International  is  a  S300  mil- 
lion direct-sales  retailer  of  herbal  cos- 
metics and  health  foods  based  in  Tor- 
rance, Calif.  It  is  owned  bv  Palos 
Verdes  Estates,  Calif,  residents  Tei- 
Fu  Chen  and  his  wife,  Oi-Lin  Chen. 
Federal  customs  agents  claim  Sun- 
rider  imported  raw  materials  from 
Taiwan,  Japan  and  South  America 
and  inflated  the  imports'  values  on 
invoices  by  as  much  as  900%.  Sunrider 
paid  a  little  extra  in  customs  duty, 
which  generally  runs  under  10%  of 
invoiced  value,  but  saved  much  more 
in  taxes.  How  ?  Simple.  It  had  shipped 
most  of  the  profits  to  Hong  Kong 
disguised  as  the  cost  of  imports.  A  20- 
count  indictment  filed  in  March  by 
U.S.  attornevs  in  Los  Angeles  against 
Sunrider  and  the  Chens  asserts  they 
evaded  paving  almost  S40  million  in 
taxes  between  1986  and  1990. 
Through  an  attorney  the  Chens  deny 
any  wrongdoing  and  insist  the  matter 
is  a  civil  tax  dispute.  Originally  to  have 
begun  this  tall,  their  trial  has  been 
postponed. 

In  a  similar  case  early  this  year, 
federal  prosecutors  in  Virginia  won 
convictions  of  four  Pakistanis  who 
used  a  Springfield,  Ya. -based  medical 
supplies  importer.  Falcon  Instru- 
ments, to  funnel  S 1 .4  million  to  Paki- 
stan. In  one  instance  cited  by  the 
prosecutors  during  the  trial,  Falcon 
imported  equipment  that  probably 
cost  it  about  S  19,000  but  invoiced  it 
at  S42,000,  sending  the  full  amount 
to  Pakistan.  The  scheme  had  a  second 
benefit.  One  of  the  men  used  the 
invoice  scam>to  avoid  paying  his  per- 
sonal U.S.  income  taxes. 

Florida  International  University's 
Zdanowicz  and  Pak  claim  software 
they  have  developed  could,  with  addi- 
tional information  available  to  the 
government,  put  the  cops  on  the  trail 
of  international  money  launderers  by 
flagging  suspicious  import  invoices. 
U.S.  Treasury  Department  officials 
have  visited  the  professors  for  a  dem- 
onstration and  expressed  interest  in 
the  software  but  have  no  current  plans 
to  buy  it.  ■■ 

Forbes  ■  August  14,  1995 
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TOURNAMENT     SPONSORS 


AMERICA  WEST  AIRLINES  INC.  /  AM-RE  MANAGERS  INC.  /  CADILLAC  MOTOR 
CAR  DIVISION  /  THE  COMMONWEALTH  OF  VIRGINIA  /  CROSS  CREEK  APPAREL 
INC.  /  JAEGER-LfCOULTRE  /  KONICA  BUSINESS  MACHINES  USA  INC.  /  LARK 
LUGGAGE  COMPANY  INC.  /  NATIONAL  CAR  RENTAL  SYSTEM  INC. 
PRODUCTIVITY  POINT  INTERNATIONAL  /   TAYLOR  MADE  GOLF  COMPANY 


THE  GOLD  COURSE  AT  GOLDEN  HORSESHOE.  WILLIAMSBURG,  VA. 
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THE       SKYTEL      U.S.       CORPORA 
GOLF      CHAMPIONSHIP 


By  David  Gould 


A  Tradition  of  Good  Play  and  Good  Deeds 

According  to  a  19th-century  saying,  "the 
battle  of  Waterloo  was  won  on  the  playing  fields 
of  Eton."  Since  that  time — and  even  before — 
athletics  have  been  praised  as  a 
means  to  prep  civilized  people  for 
success  in  serious  endeavors. 

Though  it's  a  far  younger 
institution  than  the  British 
public-school  system,  the  SkyTel 
U.S.  Corporate  Golf  Championship 
is  a  sporting  program  equally 
rooted  in  the  connection  between 
good  play  and  good  work.  Since 
1993,  the  springtime  series  of 
regional  golf  qualifiers — capped 
by  a  national  final  in  September, 
to  be  held  this  year  at  the  Golden 
Horseshoe  course  in  historic 
Williamsburg,  Va. — has  visited 
some  of  the  country's  finest  golf 
facilities  and  brought  together 
some  of  the  most  influential  and 
successful  business  people  in 
corporate  America. 

Before  SkyTel,  the  leader  in  global  wireless  messaging 


launched  its  series,  there  were  plenty  of  corporate  golf  outings, 
retreats  and  charity  events.  But  one  could  never  come  away 
from  them  with  any  sense  of  which  corporation's  upper 
management  could  perform  the  best  under  a  little  bit  of  back- 
nine  pressure.  There  was,  in  short,  no  way  of  identifying  the 
best  team  of  corporate  golfers  in  the  U.S. 

The  first  year  this  championship  was  held,  a  foursome 
from  America  West  Airlines  took  the  title.  In  year  two, 
the  best  team  of  corporate  golfers  was  a  quartet  from  San 
Antonio-based  Kinetic  Concepts  Inc.  This  year's  national 
champions  will  emerge  from  the  1 5  teams  that  have  survived 
regional  qualifying  at  five  sites  nationwide. 

For  the  participants,  SkyTel  U.S.  Corporate  Golf  Championship 
regionals  nominally  constitute  a  day  off  from  work.  But  since 
business  dealings  are  always  bolstered  by  personal  contact  and 
face-to-face  familiarity,  the  long  golf  day  naturally  turns  into 
a  networking  opportunity,  [ust  by  moving  through  the  morning 
registration  process  and  gathering  the  full  package  of 
complimentary  gear  and  items,  contestants  learn  about  a  wide 
range  of  business  services  that  can  help  their  own  companies 


operate  more  efficiently.  Sprinkled  in  with  these 
presentations  are  a  few  luxury  consumer 
products  to  view,  any  of  which  could  be  carried 
home  that  day  at  no  charge — 
thanks  to  great  playing  or  a  run 
of  good  luck. 

It  isn't  easy  to  spear  one  of 
the  top  three  spots  at  a  regional 
qualifier,  but  teams  that  keep  their 
optimism  and  make  a  few  putts 
always  stand  a  chance.  Out  on  the 
SkyTel  links,  just  as  in  the  office,  the 
executive's  duty  is  to  make  decisions 
that  lead  to  success,  which  is  why 
solid  information  commands  such 
a  high  value.  Faced  with  an  uneven 
lie  for  a  long  approach  shot  over 
water,  the  SkyTel  golfer  lacks  a 
scoreboard  telling  him  whether  his 
team  should  play  conservatively  or 
shoot  for  a  miracle.  Some  crucial 
information  about  general  scores 
or  the  play  of  a  team's  other  two- 
some is  delivered  instantly  through 
the  SkyTel  text-messaging  pagers 
worn  by  each  participant.  Still,  any 
decision  about  whether  to  gamble 
for  birdie  or  lay  up  is  left  to  instinct. 
Over  three  years  of  competition, 
1 ,000-plus  corporate  officers  have 
competed  in  regional  qualifiers. 
The  vast  majority  comes  out  for 
the  camaraderie,  not  for  blood. 
The  most  serious  business  of 
the  SkyTel  series  involves  its 
philanthropy.  In  three  years  of 
play,  nearly  50  different  charitable 
causes  have  benefited  from  the 
more  than  $250,000  in  gifts  made 
directly  from  the  tournament  coffers 
or  via  matching  funds  graciously 
put  up  by  the  teams  themselves.  This  year's  regionals,  building 
on  momentum,  were  more  exuberantly  played  than  in  the  two 
previous  years.  Not  everyone  could  reach  the  finals,  but  all 
who  played  came  away  proud  to  have  taken  part. 


"The  SkyTel  U.S.  Corporate 

Golf  Championship  offers 

senior  executives  a  chance 

both  to  make  personal 

contact  with  their  peers 

and  to  do  great  things 

for  charity.  While  SkyTel's 

mission  is  to  keep  people 

in  touch  through 

telecommunications, 

we  also  appreciate  this 

opportunity  to 

communicate  on  a 

personal  level. " 

Jai  P.  Bhajat, 

President  and  CEO, 

SkyTel 


Travels  great  distances  to  arrive  at  a  designated 
point  in  a  matter  or  seconds. 


Ditto. 


whether  you  do  business  locally,  nationwide 
or  internationally,  SkyTer  delivers  the  important 
information  you  need.  Instantly.  On  top  or  that, 
we  can  design  a  communications 
program  around  the  way  your  business 
works.  You'll  stay  productive  with 
SkyTel  is  the      customized  services  like  text  messaging, 

official  wireless  .  1  1 

messaging         e-mail  and  voice  mail  integration, 

company  of  the 

PGA  TOUR,     even  personalized  stock  quotes.  And 


with  Nationwide  Nowf  exclusively  from  SkyTel, 
your  local  paging  expands  to  nationwide  service  on 
demand.  This  way,  you'll  never  miss  an  important 
message  when  you  leave  town.  With  so  many 
options,  its  easy  to  see  why  skylel  is  your  hest 
single  source  for  wireless  messaging.  So  let's  talk. 
Because  with  nearly  100%  reliability,  we're  more 
accurate  than  the  ^\\        mT*    I        '"' 

average  golf  swing.  KJu\W   I Wl  Jti  Bk. 


To  see  v/hat  SkyTel  can  do  for  you,  call  1  -800-395-402 1 

skyTel  features  pagers  from  Motorola.  ©  1995  SkyTel 
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THE       SOUTHEAST       REGIONA 


The  Golf  Club  of  Georgia,  Alpharetta,  Georgia,  April  11,  1995 


Short  but  Sweet  in  the  South 


Shotgun  start:  1:15  p.m.    Thunderclap  ending:  4:30  p.m. 

A  cluster  of  rain  clouds  the  color  of  wet  cement  positioned 
itself  over  the  eighth  green  of  the  Golf  Club  of  Georgia's 
Lakeside  course  as  Rick  Weddington  lit  up  a  long,  $7  cigar 
that  would  turn  out  to  be  Coca-Cola's  token  of  victory. 
His  partner,  Jeff  Dunn,  scratched  out  a  bogey  5  as 
Weddington  tidied  up  his  par.  Then  it  was  off  to  the 
manorial  clubhouse  to  escape  a  powerful  downpour  that 
would  make  the  1995  Southeast  Regional  the  first 
rain-shortened  event  in  the  three-year  history  of  the  SkyTel 
U.S.  Corporate  Golf  Championship. 

With  four  or  five  holes  still  to  be  played,  the  Southeast 
Regional  became  an  official  nine-holer.  Soon  the  spikes 
were  off,  the  SkyTel  messaging  pagers  were  turned  in 
and  the  unplayed  holes  were  swapped  for  an  early  shot 
at  the  GC.  of  G's  impressive  buffet  spread.  Dunn  and 
Weddington  huddled  with  teammates  Tom  Ludwick  and 
Mark  O'Shaughnessy,  putting  the  foursome  in  a  positive 


frame  of  mind.  Ludwick,  a  9-handicapper  whose  long  and 
short  games  were  both  pumping  that  day,  had  double-bogeyed 
the  fifth  but  paired  everything  else.  O'Shaughnessy,  a  24, 
was  10  over  par  for  the  nine  of  his  holes  that  counted, 
with  a  triple-bogey  8  on  the  1  lthmot  counted  due 
to  nine-hole  scoring. 

Ludwick  and  O'Shaughnessy  got  it  going  early  with  a 
pair  of  great  par  saves  on  the  uphill  fourth,  their  second 
hole.  Playing  into  a  pre-storm  wind,  three  members  of  their 
foursome  squeezed  onto  the  front  left  portion  of  the  green, 
while  O'Shaughnessy  fired  a  7-iron  to  12  feet. 

"Yeah,  but  I'm  3  here,"  he  admitted  as  he  lined  up 
the  twisting,  downhill  putt.  Following  his  caddie's  read, 
O'Shaughnessy  rolled  it  in  perfectly  for  par.  Inspired, 
Ludwick  finished  off  his  terrific  80-foot  two-putt — over  a 
swale,  no  less — by  dropping  a  10-footer  for  par.  Ludwick's 
37  earned  him  honors  as  the  day's  Low  Gross  shooter. 
Coca-Cola,  whose  adjusted  score  was  a  stellar  7.5  strokes 
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WHAT  THE  SUCCESSFUL  EXECUTIVE  CAN 
EXPECT  TO  EARN  THESE  DAYS. 


PREFERRED 
SEATING. 

Choice  window 

or  aisle  seats 
are  reserved  for 
Chairman's  Club' 
and  Masters 
members  on 
every  flight. 


i 


Take  a  few  business  trips,  and  you  can 
really  start  to  rake  it  in.  Because  if  you're 
a  FlightFund®  member  who 
flies  20,000  miles  in  one  calen- 
dar year,  you  can  qualify  for 
the  America  West  Chairman's 
Club®  which  entitles  you  to 
perks  like  a  50%  mileage  bonus  on  every 
flight,  early  boarding  and  first-class  check- 
in.  If  you  fly  more 
than  50,000  miles  in 
one  calendar  year, 
you  qualify  for  Masters  status,  which  offers 
additional  benefits,  including  a 
100%  mileage  bonus  on  eveiy 
flight.  At  both  levels,  your  mem- 
bership is  good  for  the  balance  of 
the  calendar  year,  plus  all  of  the 
following  year.  And  what  execu- 
tive could  resist  a  bonus  like  that? 

WAmerica  NXfest  Airlines 

IT  SEEMS  SILLY  TO  PAY  MORE5" 


FIRST-CLASS 
UPGRADES. 

All  Chairman's  Club® 

and  Masters  members 

receive  confirmed 

first-class  upgrades. 


America  Wesl  Airlines  reserves  the  right  lo  change,  temporarily  suspend,  or  terminate  any  or  all  ospecls  or  ihe  FlighlFund""  program, 
including  its  promotions,  awards  and  travel  partners,  with  or  without  notice   ©1995  America  Wesl  Airlines. 
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under  par,  matched  a  $3,000  first-place 
contribution  to  the  United  Way  of 
Atlanta  for  a  total  donation  of  $6,000. 

Second  place,  at  net  even  par  in  a 
match-of-cards  tiebreaker,  was  claimed 
by  Marsh  &  McLennan,  the  $3.5  billion 
insurance  and  financial-services  giant. 
Ernie  Thomasson,  a  calmly  competitive 
1 4-handicapper,  took  low-net  honors 
at  3-under  32  and  won  a  decorative 
rosewood  putter  courtesy  of  Productivity 


Rick  Weddington  's  all-around  play  helped 
Coca-Cola  capture  the  top  qualifying  spot. 

Point  International.  Thomasson 's  tee 
shot  on  the  par-3  third  hung  out  to  the 
right  and  caught  the  corner  of  a  large, 
undulating,  Arthur  Hills-designed  green. 
Despite  coming  up  8  feet  short  with  his 
approach  putt,  Thomasson  easily  rolled 
in  the  finishing  putt  for  a  par. 

That  was  all  his  partner,  Andy  Daniels, 
needed  to  right  a  rickety  boat  and  play 
the  next  five  official  holes  in  4  over. 
Daniels,  a  UCLA  grad  still  fired  up 
about  his  alma  mater's  NCAA  hoops 
title,  came  out  cold  in  the  first  quarter, 
so  to  speak,  and  walked  off  the  third 
hole  already  6  over.  But  making  it  to 
a  SkyTel  national  final  only  heightened 
Daniels'  sense  of  destiny.  At  the  awards 
ceremony,  he  fantasized:  "If  Marsh 
&  McLennan  ever  made  a  big 
marketing  move  into  golf,  I  could  be 
the  guy  who  plays  the  PGA  tour  and 
wears  our  visor." 

Marsh  &  McLennan 's  other  twosome 
included  Craig  Perry,  a  G.C.  of  Georgia 
member  who  plays  to  a  13  but  didn't 
quite  do  as  well  on  this  occasion. 
Local  knowledge  helped  Perry  to  a  net 


1.5-over  score  of  38.5.  His  playing 
partner,  Rob  Hunter,  suffered  through 
a  quadruple-bogey  8  on  the  relatively 
easy  eighth  hole,  but  scrambled 
to  shoot  even  par  net.  On  two 
successive  holes,  Hunter  wedged 
his  ball  from  difficult  spots 
to  within  tap-in  range. 

The  Marsh  &  McLennan 
charity,  Scottish  Rite 
Children's  Hospital,  will 
receive  $2,000  in  SkyTel 
purse  money  plus  $2,000 
in  matching  funds.  Feeling 
not  only  generous  but  feisty, 
the  Marsh  &  McLennan  team 
vowed  to  be  competitive  at 
September's  national  finals 
in  Williamsburg,  Va.  Said 
Daniels,  "What  we  need  to 
do  now  is  get  team  uniforms. 
At  least  shirts." 

As  for  the  third-place 
guys,  Harris  Corp.,  regular  readers 
of  this  space  don't  need  a  lot  of 
background  information.  The  Harris 
foursome  of  )ack  Hartley,  Phil  Farmer, 
Herb  McCauley  and  Bob  Fay  has  had 
a  consistent  run  of  success  throughout 
SkyTel  Southeast  qualifying  history. 
Fay  was  all  smiles  coming  off  the  10th 
because  he  and  McCauley  had  put 
together  a  string  of  net  pars 
on  the  previous  four  holes. 
"Except,"  Fay  reported, 
"for  my  6  on  No.  6,"  where 
he  made  the  maximum 
of  twice-par  gross.  "But 
it  was  a  real  6,"  he  hastened 
to  add.  "All  it  took  me  was 
six  strokes." 

Farmer,  a  9-handicapper, 
shot  a  neat  41,  net  36.5, 
for  his  nine,  and  for  a  while 
was  the  inside  man  on 
closest-to-the-pin.  Hartley, 
his  stylish  playing  partner, 
turned  in  a  46,  net  39.5, 
with  a  triple-bogey  on 
the  difficult  par-4  seventh,  his  only 
bad  hole.  Harris'  charity,  The  Haven, 
received  $1,000  from  the  purse,  a  sum 
matched  dollar-for-dollar  by  Harris. 


Farmer's  attempt  at  winning  closest- 
to-the-pin  was  scuttled  when  George 
Pace  of  Virginia-based  food  processor 
Rocco  Inc.  hammered  a  full  7-iron 
to  14  feet  on  the  138-yard  third  hole 
of  the  Lakeside  course.  But  Pace's 
shot  was  bettered  by  a  yard  in  the 
tournament's  closing  hour,  as  Gary 
Gramkow  of  Maxfli  snuck  a  9-iron  just 
inside  Pace's  marker.  Gramkow's  shot 
won  him  a  deluxe  Jaeger-LeCoultre 
stainless  steel  watch.  Pace  did  claim  an 
impressive  overnight  case  by  winning 
the  Lark  Luggage  Long  Haul  award, 
which  goes  to  the  lowest-scoring 
member  of  the  foursome  that  traveled 
the  farthest  to  the  tournament  site. 

Among  the  teams  that  failed  to 
qualify,  Gulfstream  Aerospace  is  most 
likely  to  return  next  year.  Gulfstream 
was  encouraged  when  three  of  its  four 
players  won  prizes  in  a  drawing  of 
business  cards.  First  Dick  Whitaker 
won  a  three-day  car-rental  prize  from 
National  Car  Rental.  Next  Bob  Cooper 
won  four  dozen  Maxfli  balls  with  the 
Gulfstream  logo  to  be  imprinted  on 
them.  Then  along  came  Buzz  Yates 
to  win  the  Cross  Creek  golf  apparel 
ensemble.  Robert  O'Leary  of  Cox 
Communications  stopped  the  Gulfstream 
sweep  when  his  name  was  called  as  the 
winner  of  the  Konica  710  home-office 
fax  machine.  Could  one's  business 
card  be  more  important  than  one's 
scorecard?  Nah. 


Proud  winner  of  the  Southeast  Regional 

is  Coca-Cola. 

L-R:  Mark  O'Shaughnessy, 

Tom  Ludwick,  SkyTel's  Jack  Harvey 

Jeff  Dunn,  Rick  Weddington. 


'-it 


At  American  Re,  we're  actually  doing  what 
others  just  talk  about.  Opening  new  markets, 
applying  innovative  technologies,  forming 
productive  relationships.  Capitalizing  on 
opportunities  around  the  world. 

As  a  direct  writer  of  reinsurance  with 
statutory  surplus  of  over  $1  billion,  we 
offer  more  than  financial  security.  We  build 
partnerships  that  give  our  clients  strategic 
security  regardless  of  the  road  ahead. 

AMERICAN  RE 
CORPORATION 

555  College  Road  East,  Princeton,  NJ  08543-5241  (609)  243-4200 

Atlanta,  Beijing,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne, 
Mexico  City,  Minneapolis,  Montreal,  New  York,  Philadelphia,  Princeton,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo.  Toronto,  Vienna, 
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THE       WEST       REGIONAL 
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Riviera  Country  Club,  Pacific  Palisades,  California,  April  17,  1995 


By  a  Slim  Margin,  It's  Countrywide 


For  some  Forbes  500s  corporate  officers,  peeling  off 
the  pinstripes  and  donning  golf  clothes  means  bottling  the 
competitive  juices.  Even  at  the  SkyTel  U.S.  Corporate  Golf 
Championship  regionals,  there  are 
those  who  turn  out  for  the  quality 
of  the  course  and  the  fellowship 
of  their  peers — the  leader  board  be 
damned.  But  this  year's  West  Regional 
was  at  Riviera,  baby.  With  the  Nissan 
L.A.  Open  just  concluded  and,  ahem, 
a  PGA  Championship  soon  to  be  staged, 
golfers  like  Marshall  Gates,  David 
Bradford,  Ollie  Nutt,  Irv  Miller  and  Eric 
Sieracki  pulled  the  laces  on  their  spikes 
a  bit  tighter. 

Here  was  the  West  qualifier's  definitive 
sequence:  Countrywide  Funding  Corp.'s 
Sieracki,  worn  down  by  raw  Pacific 


Stellar  after  a  shaky  start: 

Irv  Miller  of 

Toyota  Motor  Sales. 


winds  and  Riviera's  hard-to-figure  greens,  shook  off  the  chill 
of  a  triple-bogey  8  on  the  1 1th  hole  and,  quietly  humming 
the  Countrywide  anthem,  vowed  he  would  par  the  367-yard, 
dogleg-left  12th.  His  drive  strayed  a  few  yards  into  the  right 
rough,  where  his  lie  was  uneven  and  shaggy. 

On  his  way  to  the  ball,  he  veered  off  the  cart  path  toward 
his  linebacker-shaped  teammate,  Marshall  Gates.  The  two 
SkyTel  veterans  told  each  other  they  had  met  the  enemy  and 
the  enemy  was  these  tiny  Riviera  greens  and  massive  eucalyptus 
trees.  They  quickly  agreed  they  had  nothing  to  fear  but 
choking  itself.  And  damned  if  they  both  didn't  make  par. 

Sieracki,  to  make  his,  had  to  paste  a  3-wood  out  of  his 
gunchy  lie,  chip  his  ball  off  a  big  hump  on  the  right  side  of 
the  green  to  5  feet,  then  make  the  5-footer.  Gates,  excuse  the 
pun,  had  merely  to  keep  swinging.  His  front-nine  score  had 
been  a  stellar  5-over-par  40,  pacing  the  15-handicapper  to  an 
84  gross,  69  net.  Gates's  splendidly  dressed  playing  partner, 
Rich  Deleo,  carded  gross  48s  on  both  the  front  and  the  back 


The  Power  of   Fred   Couples 

300-HP,  32-Valve  V8 


•v 


A 


The   Endurance   of  Arnold   Palmer 

Up  To  50  Miles  In  Desert  Heat 
i  With  No  Engine  Coolant 


Road-Sensing  Suspension 
For  More  Information  Call  1-800-33 J-4CAD 


Seville 

W  i  t  h       The       IM  o  r  t  ii  s    i   a  r 

Creating  A   Higher  Standard, 


AS> svs  wear  safety  bete,  ere*  vidi  m  bags. 
©  1 995  CM  Corp  Al  ngte  rocmi 
I  CADOIjC  SVUf.  NOKTHSTAR. 
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for  a  net  8 1 ,  falling  short  of  his  fine 
showing  last  year  at  Sherwood  C.C. 

The  fourth  Countrywider,  Tom 
Banks,  did  repeat  his  performance 
of  last  year  by  shooting  exactly  net  par. 
Banks,  a  1 5-handicap,  was  a  demon 
on  the  par-3s,  playing  the  quartet 
in  1 -under  gross,  4-under  net. 
Countrywide's  team 
net  of  8-over  292 
was  good  for  a  second 
consecutive  first-place 
finish  in  the  Sky  Tel 
West  Regional.  Their 
selected  charity  was, 
as  always,  the  San 
Gabriel  Valley  Boy 
Scouts.  The  $3,000 
from  this  year's 
qualifier  brings  the 
troop's  all-time  SkyTel- 
generated  funding 
to  over  $10,000. 

Second  and  third 
place  were  secured  by 
two  teams  scoring  net 
296:  Amdahl  Corp. 
and  Toyota  Motor 
Sales.  On  a  match  of 
cards,  Amdahl's  team 
of  Chuck  Fonner,  Ollie  Nutt,  Dave 
Anderson  and  Dave  Chambers  claimed 
second,  allowing  the  team  to  donate  a 
SkyTel  check  for  $2,000  to  the  Second 
Harvest  Food  Bank. 

Amdahl  arrived  early  and  warmed 
up  with  jumbo  baskets  of  range  balls. 
Newcomer  Anderson,  an  engaging, 
buoyant  man  who  takes  a  huge  rip 
at  every  ball,  put  in  a  solid  rookie 
performance  that  resulted  in  an  8-over 
net  79.  His  playing  partner,  Dave 
Chambers,  "played  1 1  holes  before 
hitting  a  fairway,"  but  kept  the  wheels 
from  falling  off.  On  No.  1 ,  Chambers 
recovered  from  an  awful  lie  2  feet 
in  bounds  to  make  a  round-the-rim 
10-footer.  On  the  long,  par-5  fourth, 
Chambers  drove  weakly  into  the  deep, 
half-acre  bunker  froi  ting  the  green, 
leaving  himself  55  yards  from  the  hole. 
He  nipped  a  hellacious  sand  wedge 
to  20  inches,  then  tapped  in  for  par. 

These  two  were  paired  with  Novell 
Corporation's  David  Bradford  and  )an 
Newman,  who  may  have  helped  them 


An  hour-long  team  warmup  session 
paid  dividends  for  Chuck  Fonner 
(above)  and  his  Amdahl  mates. 


stay  focused.  Bradford  ground  around 
Riviera  with  the  same  intensity  he 
showed  last  year  at  Sherwood.  For 
his  efforts,  he  won  the  Lark  Luggage 
Longest  Haul  award  as  the  player  with 
the  lowest  score  net 
score  (75)  from  the 
most  distant  team 
(Novell  is  based 
in  Orem,  Utah). 

The  other  Amdahl 
twosome  of  Fonner 
and  Ollie  Nutt  played 
well  tee-to-green  and 
did  their  scoring  on 
holes  where  the  short 
games  were  working. 
For  Nutt,  whose 
finishing  kick  had 
him  3-over  gross  on 
his  last  six  holes,  poor 
chipping  ruined  a 
birdie  opportunity  on 
No.  1  and  produced 
a  double-bogey  on  the 
par- 3  fourth.  Fonner, 
despite  skillfully 
handling  a  long,  downhill  chip  on  that 
hole,  missed  his  7-footer  and  made 
bogey.  An  8-handicap  with  a  tight, 
efficient  swing,  Fonner  carded  a  gross 
score  higher  than  bogey  on  only  one 
hole:  the  second,  Riviera's  most  difficult. 

Toyota's  team  was  paced  by  the 
unflappable  twosome  of  Irv 
Miller  and  Bob  Romero. 
Starting  on  No.  1 7  proved 
to  be  a  disadvantage  for  the 
6-foot  5-inch  Miller,  who  can 
crush  it  300-plus  and  was 
expected  to  win  the  Taylor 
Made  Long  Drive  contest. 
Instead,  Miller's  first  shot 
found  the  trees  on  the  left 
side,  and  Jim  Baker  of  Wyse 
Technologies  captured  the 
prize.  Miller  and  Romero 
each  started  bogey,  double- 
bogey,  then  Miller  threw  in  a 
triple-bogey  before  the  twosome  found 
their  stride  en  route  to  a  combined  net 
score  of  1 -under.  On  the  difficult  par-4 
12th,  Miller  chipped  in  from  40  feet 


for  a  birdie  3,  then  Romero  sank  a  15- 
foot  birdie  putt,  making  the  twosome  a 
combined  4-under  net  on  that  hole. 

The  other  Toyota  twosome  came 
ready  to  play  as  well.  Dave  Danzer, 
who  bogeyed  No.  6,  his  opening  hole, 
faced  a  longish  putt  on  the  next  hole 
just  to  save  another  bogey.  The  putt 
made  a  270-degree  loop  around  the 
cup  before  dropping.  "Right  in  the 
center,"  gasped  Danzer,  who  came 
out  1 -under  net  on  his  next  six  holes. 
Mike  Rocco  had  a  similar  streak  on  the 
following  six  holes  before  suffering  the 
dreaded  twice-par  maximum  on 
Riviera's  historic  18th.  He  finished 
with  a  net  79  to  Danzer's  net  76.  The 
proceeds  of  the  Toyota  effort  went 
to  the  Desert  Jr.  Golf  Association. 

Taylor  Made  distinguished  itself  as 
Mark  King  earned  America  West  Low 
Gross  honors  at  77  and  Chuck  Yash, 
who  hit  his  tee  shot  to  within  2  feet 
on  No.  16,  won  a  Jaeger-LeCoultre 
Reverso  watch  as  the  golfer  closest  to 
the  pin.  Ric  Lebrecht  of  Unocal,  with 
an  adjusted  score  of  4-under  67,  was 
the  winner  of  the  Productivity  Point 
International  Low  Net  prize.  No  golfer 
won  a  Cadillac  by  scoring  an  ace  on 
the  designated  par-3  hole,  the  14th, 
but  many  participants  who  took 
a  pre-round  Cadillac  test  drive  were 
treated  to  interesting  glimpses  of  the 
old  L.A.  estates  off  Sunset.  Then  it 
was  time  to  remove  the  shades  and 
play  some  golf. 


First  place  went  to  four  experienced  SkyTel  gc 
from  Countrywide  Funding. 
L-R:  Tom  Banks,  Richard  Deleo,  SkyTel'i 
Bob  Vincent  and  Lisa  Hatfield,  Marshall  Gc 
and  Eric  Sieracki. 


You're  Crazy  About  Golf, 


m 


Should  See  A  Professional. 


orey  Pavin 


Obx   I 


Jay  Haas 


!'/ 


iff  M a g g e r 


Craig  Parry 


Fred  Funk 


Register  For  A  Chance 
To  in  A  Trip  To  Play 
A  Cross  Creek  Pro. 

If  you're  passionate  about  golf, 
maybe  you  should  see  a  Cross  Creek 
professional.  Call  and  register  for  a 
chance  to  win  an  expense-paid  trip 
to  play  with  one  of  our  pros.  Each  call 
is  a  separate  entry,  so  call  as  often  as 
you  like. 

Imagine  teeing  off  with  a  PGA 
touring  pro.  Or,  if  you  win  second  prize, 
you'll  brush  up  your  game  at  a  4-day, 
3-night  expense-paid  trip  to  a  Golf 
Digest  School. 

And  whether  or  not  you  win  a 
trip,  you'll  always  have  winning  style  in 
a  full-cut,  100%  cotton  Cross  Creek 
shirt.  So  give  in  to  your  obsession  for 
golf.  And  seek  professional  help,  from 
Cross  Creek. 

1-900-93-EMTER 

Cost  of  call:  $0.99.  Touch  tone  phone  required. 

A  portion  of  the  proceeds  will  be  donated  to  Junior  Golf 


CrossCreek" 

Pro  Col  lection 


The  Exceptional  Shirt 


jjj    ©  "995  Cross  Creek  Apparel  Inc..  A  Subsidiary  Of  Russell  Corporation  Made  in  the  USA 

A  No  purchase  or  phone  call  necessary  to  enter.  You  must  be  a  U.S.  resident  2 1  or  over.  Call-in  entry  option  void  inGA.  IA.  KS.  LA,  MN.NJ.  OR.  VT  and  where  prohibited  or  restricted.  To  enter  by  mail,  prim  your  name,  address, 
U'  ige  and  home  phone  number  on  a  jMx, -"card  and  mail  in  an  envelope  to  CROSSCREEK  "Play  With  A  Pro"  Sweepstakes,  PO.  Box  878.  Palmetto.  FL  !422o-o82o.  Sweepstakes  runs  6/1/05-8/ jo/c,,-.  All  mail-m  entries  must  be 
Dnv^'^  k'D  9'  inC'  rece'VK'  by  9/5/95-  Sweepstakes  subject  to  complete  official  rules.  To  receive  a  cop)  of  the  official  rules  and/or  winners  list,  send  a  self-addressed  stamped  envelope  to  Cross  Creek  Rules  &  Winners, 

PO.  Box  1 1 18,  Palmetto,  FL  $4220-0820.  Indicate  "Official  Rules"  or  "Winners  List"  on  outer  envelope.  Residents  ofCA  and  WA  may  omit  return  postage.  Sweepstakes  void  where  prohibited  or  restricted.  Odds  of  winning 
lepend  on  the  number  of  eligible  entries  received.  Sponsor:  Cross  Creek  Apparel.  RO.  Drawer  1 107,  Mount  Air),  NC  270)0,(910)  786-0600. 
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THE       SOUTHWEST       REGIONA 


Gleneagles  Country  Club,  Piano,  Texas,  May  8,  1995 


Come  Monday,  It  Would  Be  Ale  Right 


The  morning  air  was  gin-clear,  but  the  corporate  golfers 

gathering  for  the  SkyTel  Southwest  Regional  qualifier  were 

a  bit  skeptical.  Metro  Dallas  had  just  been  through  a  storm 

mmhb>^-^     of  Biblical  proportions,  so  how  could  they 

*C#HjLJS''.'*      h°\d  a  g°"  outing''  Entire  fleets  of  rental 

V"    vl^l1  cars  ba<^  keen  destroyed  by  baseball-size 

hail  (as  if  baseball  needed  more  bad 

publicity)  and  rivers  of  rainwater  covered 

low-lying  roads  and  neighborhoods.  But 

the  clubhouse  at  Gleneagles  Country  Club 

looked  better  than  a  sleek  yacht  motoring 

back  from  its  hurricane  mooring,  and  its 

Queens  Course  drained  itself  faster  than 

a  colander  of  cooked  ziti. 

The  Queens  is  a  well-designed,  scenic 

,       rj,  ,  18  that  plays  to  just  about  6,000  yards 

Jerry  Toenjes  from  r    J         J  J 

Shell  Oil  won  the  day's       from  the  white  tees  but  demands 

Long  Drive  award.  accuracy,  especially  down  the  stretch. 


Tom  Goodman,  a  tall,  silver-haired  1 3-handicapper  from  the 
Dallas  Athletic  Club,  whipped  up  a  personal  trove  of  birdies 
and  pars  that  paced  his  team,  Pilgrim's  Pride,  to  a  net  score 
of  294,  10  over  par  and  good  for  the  top  Southwest  qualifying 
spot  at  the  national  final.  Goodman,  who  carded  a  stunning 
33  on  the  back  nine,  earned  the  free  travel  voucher  that  comes 
with  America  West  Low  Gross  honors,  though  to  win  it  he  had 
to  survive  a  match  of  cards  with  scratch  golfer  Richard  Ellis  of 
ClubCorp,  who  also  shot  73. 

Goodman  and  his  playing  partner,  Dennis  Nichols,  were 
grinning  but  still  grinding  when  they  reached  the  417-yard  fifth 
their  second-to-last  hole.  Goodman  hit  a  strong  drive,  then 
knocked  a  9-iron  shot  hole-high,  30  feet  from  the  cup.  His 
birdie  attempt  was  on  line  but  short,  leaving  Goodman  a  tap-in 
par.  Nichols  bogeyed  the  hole  despite  hitting  an  excellent  tee 
shot.  His  wedge  to  the  green  was  pulled  left,  and  the  chip 
that  would  have  put  him  safely  into  par  range  was  too  strong, 
rolling  1 0  feet  past  the  hole. 


But  only  for  golfers  swinging  our  new  Titanium 
Bubble™  Driver.  A  radical  new  club  proven  to  help 
golfers  hit  an  average  of  20%  more  fairways 
than  with  typical  oversized  clubs. 

That's  because  titanium  is  signifi- 
cantly lighter  and  stronger  than  steel.  So 
we're  able  to  produce  a  powerful  titanium 
clubhead  with  a  17%  larger  sweetspot.  For 
a  marked  increase  in  driving  accuracy. 


Plus,  this  is  the  only  titanium  club  with  the  Augusta- 
conquering  graphite  Bubble"  shaft.  A  patented  design 

that  gives  you  faster  clubhead  speed  and  more 
distance  without  swinging  harder. 
So,  next  time  you're  staring  down  a  long, 
tight  fairway,  put  a  Titanium  Bubble  in 
your  hands.  The  flagstick  will  feel  a  lot 
closer.  And  that  narrow  green  corridor 
before  you  will  look  a  mile  wide. 


The  TITANIUM   BUBBLE:" 


©Taylor  Made 


CAPTURE    the    POWER!" 


Limited  availability.  Call  1-800-TITANIUM  Ext.  365  for  the  pro  shop  nearest  you. 

©1995  Taylor  Made  Coif  Company.  Bubble  and  Capture  The  Power  are  trademarks,  Taylor  Made  is  a  registered  trademark  of  the  Taylor  Made  Coif  Company 
The  appearance  of  the  Bubble  shaft  is  a  trademarked  design  of  the  Taylor  Made  Coif  Company. 
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The  other  Pilgrim's  Pride  twosome, 
Terry  Berkenbile  and  David  Hand, 
played  to  scores  beyond  those  that  their 
handicaps  could  offset,  but  not  so  high 
that  Goodman's  stellar  play  couldn't 
bring  the  team  home  No.  1 .  On  the 
seventh  hole,  Hand  had  the  poor  luck 
to  find  one  of 
the  few  muddy 
bunker  lies  on 
the  course.  Few 
scratch  golfers 
can  handle  that 
shot,  and  Hand, 
a  10-handi- 
capper,  was 
unable  to  avoid 
skulling  his  ball 
over  everything, 
On  the  bright 
side,  the  next 
time  Hand 
wants  to  send 
a  document — 
as  opposed 
to  a  golf  ball — 
long-distance, 
he'll  be  able 
to  use  the 
new  Konica 
fax/phone 
he  won  in  the 
raffle  during 

post-round  cocktails.  Benefiting  from 
Pilgrim's  Pride's  medalist  status  is  the 
Shelton  School,  the  recipient  of  a  $5,000 
SkyTel  donation  plus  matching  funds. 

The  second  qualifier  from  the  region 
was  JC  Penney  Co.,  a  seasoned  squad  that 
had  finished  third  in  last  year's  South- 
west Regional.  The  team's  combined  net 
score  of  20-over  304  meant  a  trip  to 
the  finals  in  Williamsburg,  Va.,  as  well 
as  a  $1,000  donation  and  matching 
funds  to  the  Dallas  Can  Academy.  On 
only  their  second  hole,  the  twosome 
of  Leo  Gispanski  and  Tony  Haake 
witnessed  a  bit  of  luck  that  should  have 
augured  well  for  the  rest  of  the  day. 
Gispanski's  drive  on  the  par-4  12th 
stopped  just  4  feet  short  of  the 
out-of-bounds  stakes.  He  recovered 
beautifully  with  a  knockdown  6-iron 
but  foiled  his  own  good  deeds  by 
throwing  away  three  strokes  with  a 
series  of  bad  chips  around  the  green. 


Bill  Tolany  from  third-place  Dr  Pepper/Seven-Up 
lines  up  a  long  putt. 


Just  a  hole  ahead  was  the  other  JC 
Penney  twosome,  Marshall  Beere  and 
Steve  Walsh.  Beere 's  best  shot  of  the 
day  may  have  come  at  the  398-yard 
18th,  a  5-iron 
approach  that 
came  to  rest  just 
5  feet  from  the 
cup.  His  4-foot 
birdie  attempt 
had  a  fair  amount 
of  break,  and 
Beere  misread  it. 
That's  one  thing. 
But  lipping  out 
the  comebacker 
and  settling  for 
a  bogey  5  after 
hitting  such  a 
terrific  second 
shot  made  the 
10-handicapper's 
cheeks  temp- 
orarily match 
his  red  golf  shirt. 
Walsh,  a  golfer 
who  steps  up 
to  his  shots  and 
swings  without 
hesitation, 
was  seen  making  an  easy  par  on  the 
par-5  tenth  after  a  tough  downhill 
putt  lagged  to  within  a  foot. 

Eight  shots  higher,  at  312,  was 
the  foursome  from  Dr  Pepper/Seven-Up. 
Two  members  of  the  third- 
place  team,  John  Clarke 
and  Tom  Shuman,  had  the 
advantage  of  being  Gleneagles 
members.  The  other  two  Dr 
Pepper  players,  Mike  McGrath 
and  Bill  Tolany.  play  their  golf 
just  up  the  road  from 
Gleneagles,  at  Stonebriar  C.C. 
The  Clarke-Shuman  pairing 
started  on  No.  1 5  and  was 
in  full  swing  by  the  time 
it  reached  No.  1,  a  358-yard 
par-4  dogleg  right  with  a  tree 
that  blocked  Clarke's  approach 
shot,  forcing  him  to  leave  it  a  tad  short. 
He  chipped  up  skillfully  to  tap-in  range 
for  his  par,  then  watched  in  frustration 


as  Shuman,  after  recovering  beautifully 
from  over  the  green,  missed  a  3-foot 
par  putt  of  his  own. 

Closest-to-the-pin  honors  were 
claimed  by  Chris  Sullivan  of  Outback 
Steakhouse,  whose  iron  shot  on  the 
165-yard  fourth  hole  snuck  just  inside 
the  position  staked  out  by  Mike  O'Neill 
of  EDS.  Sullivan  won  a  Jaeger-LeCoultre 
wristwatch  in  the  Reverso  style  favored 
by  polo  players  of  yore.  The  Low  Gross 
prize,  sponsored  by  America  West 
Airlines  and  accompanied  by  free 
airline  tickets,  went  to  Goodman, 
while  the  Low  Net  award,  sponsored 
by  Productivity  Point  International,  went 
to  Billy  Lenamond  of  NationsBank, 
an  1 1  -handicapper  who  carded  a  net  66 
(Goodman,  per  SkyTel  rules,  used  up 
his  prize  eligibility  when  he  took  Low 
Gross).  Free  travel  also  was  in  the  cards 
for  Clarke  of  Dr  Pepper/Seven-Up  when 
his  business  card  was  drawn  from  the 
raffle  basket  and  $  1 ,000  in  vouchers 
from  Carlson  Wagonlit  Travel  were 
recorded  in  his  name. 

Jerry  Toenjes  of  Shell  Oil  hit  a  blast 
of  a  tee  shot  on  the  Longest  Drive  hole. 
No.  14,  and  walked  off  with  a  full  set 
of  Burner  Bubble  golf  equipment  from 
Taylor  Made.  Starting  on  the  17th, 
Toenjes  caught  the  14th  fairway  at  just 
about  its  most  arid  state.  Realizing  that 
the  sun  and  wind  had  dried  out  central 
Texas  and  provided  a  tiny  bit  of  extra 
roll,  the  5-handicap  Toenjes  just  relaxed 
and  "aired  one  out,"  as  those  long 
drivers  like  to  say. 


First  place  Pilgrim's  Pride.  L-R:  Dave  Hand, 

Tom  Goodman,  SkyTel's  lack  Han>ey, 

Terry  Berkenbile,  Dennis  Nichols. 


The  Perfect  Club 
for  [very  Outing. 


I 


Every'  golfer  dreams  of 
that  one,  perfect  club.  The 
one  that  gets  them  to  the 


exit  booth.  Once  you  present 
your  Emerald  Club  card,  you'll 


be  on  your  way  in  60  seconds! 


greens  with  the  least  amount  of  effort.  Well  at 
National  Car  RentaP/Interrent®  we  give  it  to  you. 
We  call  it  the  Emerald  Club?  And  once  you're  a 
member,  you'll  find  there's  no  quicker,  easier  way  to 
get  to  the  greens,  or  anywhere  else  for  that  matter. 

With  Emerald  Club,  you  don't  have  to  wait 
to  rent  your  car.  Bypass  the  counter.  Skip  the 
paperwork.  Go  right  from  the  terminal  to  the 
Emerald  Club  aisle  where  you  personally  choose 
the  car  that's  right  for  you.  Then  just  drive  it  to  the 


And  as  an  Emerald  Club  member,  you're 
entitled  to  special  promotions,  newsletters,  unique 
travel  offers,  club  discounts,  and  a  member 
services  hotline  that  can  handle  any  questions 
you  may  have. 

So  join  the  perfect  club.  It  may  not  improve 
your  game,  but  it  can  still  get  you  to  the  greens 
a  lot  quicker.  Contact  your  travel  consultant 


or  call  National®  at 


1-800-CAR-RENT.® 


•^National  S 


Green  Means  60. 


In 


1-800-CAR-RE 

The  Official  Car  Rental  Company  of  the  PGA  TOUR' and  PGA  of  America? 
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THE       MIDWEST       REGIONAL 


Wynstone  Golf  Club.  North  Barrington,  Illinois,  June  5,  1995 


No  Trouble  If  You  Didn't  Look  for  It 


On  the  scoreboard  at  Wynstone  Golf  Club,  under  the  name 
Associated  Banc-Corp,  shimmered  the  four  winning  numbers: 
74-73-72-70.  They  were  by  far  the  neatest,  most  consistent 
set  of  net  team  scores  ever  to  win  a 
SkyTel  U.S.  Corporate  Golf  Championship 
regional  qualifier.  Two-time  U.S.  Open 
winner  Curtis  Strange,  who  was  on 
hand  at  the  Midwest  regional  for  a 
morning  clinic,  then  roamed  the  course 
taking  a  few  swings  with  each  group, 
would  surely  sign  for  those  numbers 
before  the  next  Open  and  take  his  chances. 
But  they  belonged,  respectively,  to  Nick 
Conlon,  Mike  Mahlik,  Gordon  Weber 
and  Tom  Walsh.  And  the  $3,000  first- 
place  cash  award  those  scores  earned — 
along  with  matching  funds — belongs 
to  the  Boys  &  Girls  Club  of  Milwaukee. 


High- five  for  low  team 

net:  Tom  Walsh  and 

Gordon  Weber  of 

Associated  Banc-Corp. 


Riding  over  from  Green  Bay  for  their  second  appearance 
in  a  Midwest  qualifier,  the  Associated  gang  took  advantage 
of  perfect  golf  weather  and  "did  what  everybody  tells  you  to 
do,"  according  to  Walsh.  "We  stayed  out  of  trouble."  Gordon 
Weber  looked  back  at  his  round  and  thought  first  of  the 
chunked  wedge  shot  that  squirted  into  a  creek  and  set  up 
his  double-bogey  7  at  No.  3,  which  is  a  bona-fide  birdie  hole. 
Heck,  what  else  would  stand  out  in  a  round  that  otherwise 
consisted  of  four  bogeys  and — count  'em — 13  pars? 

Walsh,  Weber's  playing  partner,  was  a  paradigm  of 
consistency,  shooting  86  gross,  70  net,  and  carding  nothing 
higher  than  a  gross  6.  He  even  made  two  birdies  in  a  row, 
sinking  10-foot  putts  on  both  the  fourth  and  the  fifth  holes. 
Then,  at  No.  6,  he  called  on  his  short  game  to  limit  the  damage 
from  a  semi-shanked  approach  shot  to  a  mere  net  bogey. 

The  other  Associated  twosome,  Conlon  and  Mahlik,  played 
close  to  their  respective  handicaps  of  1 1  and  1 3  without 
attracting  much  attention.  Their  pairing  with  Robert  Burian 
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and  Don  Rader.  two  players  from  the 
highly  competitive  Safety-Kleen  team, 
was  typical  of  the  jovial,  gregarious 
spirit  that  suffused  the  entire  field. 
"We  weren't  grinding  at  all.  We  were 
completely  relaxed  and  enjoying  the 
day,"  said  Mahlik,  preparing  to  light 
a  complimentary  Davidoff  victory 
cigar.  "We  came  in  with  a  relaxed, 
positive  attitude,"  said  Conlon, 
Associated's  chairman  and  chief 
executive  officer.  With 
irony  Conlon  added:  "Of 
course,  we  came  in  with 
the  same  attitude  last 
year  and  we  stunk  the 
place  up,  so  go  figure." 

Watching  the 
play  of  second-place 
Black  &  Veatch,  one 
detected  more  Zen-like 
attitudes.  The  pairing  of 
Dave  Mahaffay  and 
David  Hall  yielded  the 
good-karma  scores  of 
76-net-70  and  79-net-72, 
but  the  way  the  twosome 
stayed  in  sync  went 
beyond  the  mere  score. 
For  example,  on  the  par-5  third  hole, 
their  drives  landed  30  feet  apart  down 
the  right  side.  Their  layup  shots  landed 
15  feet  apart,  80  yards  in  front  of  the 
green.  Finally,  their  wedge  shots  landed 
2  feet  apart  on  the  back  fringe.  That 
goes  beyond  just  "good  cart  golf." 
Mahaffay 's  76  was  good  for  medalist 
honors  in  the  field,  which  meant  two 
free  airline  tickets  for  him  on  America 
West  Airlines.  In  addition,  for  being 
low-net  shooter  on  the  team  that 
traveled  farthest  to  compete,  Mahaffay 
won  an  attractive  piece  of  carry-on 
luggage  from  Lark. 

Black  &  Veatch,  a  Kansas  City-based 
engineering  firm,  used  net  scores  of 
80  and  78  from  Len  Rodman  and 
Doug  Smith,  respectively,  to  bring 
home  a  team  score  of  1 2-over-par  300. 
Rodman  reached  back  for  something 
extra  after  slicing  his  tee  shot  out  of 
bounds  on  the  par-5  18th.  He  pounded 
his  second  drive  a  solid  250  yards, 
drilled  an  iron  close  to  the  green,  then 
lobbed  his  70-yard  wedge  shot  to  7  feet 


Low  shooter 
of  Black 


Dave  Mahaffay 
&  Veatch. 


and  sank  the  putt  for  a  net  par.  Smith, 
a  bantamweight  5-handicapper  who 
swings  the  club  like  he  means  it,  saved 
par  on  that  hole  with  a  sidehill  8-footer 
that  made  up  for  some  shaky  work 
with  the  wedge.  The  B&  V  group 
will  be  worth  watching  at  the  finals 
in  Williamsburg,  Va.  With  their 
shotmaking  in  the 
Midwest  regional, 
they  carried  home 
a  $2,000  check  for 
the  charity  InRoads. 

They'll  be  joined  by 
a  confident  team  from 
National  Car  Rental: 
Barry  Rosenberg,  John 
Swanson,  Terry  Hardy 
and  Robert  Briggs.  This 
quartet  plays  together 
at  courses  near  the 
firm's  Minneapolis 
headquarters  whenever 
possible,  and  their 
camaraderie  shows. 
The  16-handicap 
Swanson  hit  for  the  cycle  at  Wynstone, 
making  natural  birdies  on  a  par-3, 
par-4  and  par-5. 

"John  was  exceptional,"  said 
Rosenberg,  who  was  in  the  mood 
to  "spend  some  money  on  lessons" 
after  managing  only  a  net  85. 
Meanwhile,  Hardy  and  Briggs 
engaged  in  nonstop  banter  with  their 
playing  partners  from  R.R.  Donnelley, 
and  the  jocular  foursome 
made  a  brief  ruckus  on  the 
tee  where  the  hole-in-one- 
prize  Cadillac  was  parked, 
as  Hardy's  laser-like 
shot  enjoyed  a  brush 
with  greatness.  Briggs, 
meanwhile,  missed 
badly  to  the  right  on 
that  hole,  the  162-yard 
1 1th,  but  pitched  delicately 
to  within  8  feet  and  sank 
the  putt  for  par.  Their 
$1,000  SkyTel  check 
went  to  the  PSL  Children's 
Charity  in  Minneapolis. 


The  day's  freewheeling  atmosphere 
carried  over  to  the  awards  party, 
where  the  spotlight  turned  on  Carlson 
Wagonlit's  foe  Concheck.  With  his 
monster  295-yard  tee  shot  at  the  18th 
and  a  flag-finding  iron  shot  at  No.  14, 
Concheck  won  both  the  Taylor  Made 
Long  Drive  and  the  Jaeger-LeCoultre 
Closest-to-the-Pin  awards.  Being  a 
member  of  an  on-site  sponsor  team, 
the  6-foot  8-inch  natural  athlete 
graciously  declined  the  Jaeger-LeCoultre 
watch  he  received  as  a  reward,  offering 
it  as  booty  for  a  charity  auction.  Herb 
Getz  of  WMX  Technologies  picked  up 
the  $2,800  wristwatch  with  his  bid  of 
$  1 ,000.  Concheck,  though,  couldn't 
resist  the  Long  Drive  prize:  a  set  of 
coveted  Taylor  Made  Burner  Bubble 
irons  and  woods. 

Low  net  honors,  accompanied  by 
a  commemorative  gift  from  sponsor 
Productivity  Point  International,  went 
to  Ron  Agypt  of  Combined  Insurance. 
Agypt  was  an  instant  fan  of  Wynstone 
and  played  with  gusto  from  the  get- 
go.  On  his  way  to  an  85-net-62, 
Agypt  set  the  SkyTel  messaging  pagers 
vibrating  with  a  shot  on  No.  1 1  that 
came  within  14  inches  of  winning  him 
a  new  Cadillac. 

Among  the  raffle  highlights  was 
Jerry  Mohan's  piece  of  luck  in  winning 
a  new  Konica  phone/fax  machine. 
Mohan,  representing  Illinois  Central 
Railroad,  checked  to  see  if  the  Konica 
held  any  messages  for  him  from  the 
office.  Finding  there  were  none, 
he  happily  accepted  the  prize. 

Forbes 
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First  place  went  to  Associated  Banc-Corp. 

L-R:  Nick  Conlon,  Gordon  Weber, 

SkyTel's  lack  Harvey,  Mike  Mahlik,  Tom  Walt 
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The  Creek  Club,  Locust  Valley,  New  York,  June  26,  1995 


He  Came  to  the  Island  and  Made  a  "One" 


At  day's  end,  the  photographer  found  Roger 
Peters  standing  on  the  stone  veranda  at  The 
Creek  Club  in  Locust  Valley,  N.Y.,  staring  in 
wonder — but  not  at  the  beauty  of  the  club 
property  as  it  rolled  toward  Long  Island  Sound 
in  the  medium  distance.  Instead,  the  senior  vice 
president  of  Pittsburgh-based  Dick  Corp.  fixed 
his  gaze  on  the  139-yard  17th  hole,  where 
hours  earlier  he  had  launched  an  8-iron  shot 
that  became  the  first  hole-in-one  in  Sky  Tel  U.S. 
Corporate  Golf  Championship  history  and  the 
catalyst  for  his  team's  qualifying  third-place 
score  of  295  net,  1 5  over  par.  Smile,  Mr.  Peters. 
Click.  Ter-rific. 

It  was  actually  Peters'  playing  partner,  David 
Dick,  who  turned  in  his  team's  lowest  net  score, 
an  even-par  70.  Both  he  and  Peters  began  their 
rounds  with  irksome  double-bogeys  on  the  par- 3 


SkyTel's  first-e\'er  acer 

was  Roger  Peters  from 

Dick  Corp. 


eighth — the  place  where  an  ace  would  have  won 
them  a  1995  Cadillac — after  pulling  their  tee 
shots  into  a  deep,  difficult  bunker  on  the  left. 
But  the  two  men  dusted  themselves  off  and 
played  mostly  solid  golf  from  there,  with  David 
Dick  sculpting  an  eight-hole  stretch  composed 
of  seven  pars  and  one  birdie,  all  gross. 

The  company's  other  twosome,  Douglas  Dick 
and  lohn  Kudrna,  were  a  combined  12-over  net, 
good  enough  on  a  day  of  shifting  winds  and  fast 
greens  to  keep  the  team  on  pace  for  third. 
At  the  waterside  tenth  hole,  Kudrna  recovered 
heroically  from  thigh-high  reeds  right  of  the 
fairway,  then  wasted  the  effort  by  skulling  his 
wedge  from  in  close  to  set  up  double-bogey. 

Nonetheless,  he  and  Douglas  Dick  came 
right  back  on  the  next  hole,  a  par-3  over 
marshland  to  a  huge  sod  nursery  of  a  green, 


Another  time,  another  face. 
Reverso  Duo. 


Reverso.  Avant- 
garde  since  1931. 
Reverso  Duo  -  the 
double  pleasure  of 
owning  two  watches 
in  one.  Simply 
revolve  the  case, 
and  a  new  watch 
keeps  track  of  your 
time.  two  back- 
to-back  dials.  two 
time-zones.  powered 
by  a  single.  manually 
wound  movement. 
Look  forward  to  the 
time  ahead.  or  turn 
again  to  the  time 
of  your  thoughts, 
a  watch  as  versatile 
as  you  are.  invented 
and  individually 
hand-crafted  by  the 
master- watchmakers 
of  jaeger-lecoultre 
in  the  authentic  art 
deco  style  of  the 
legendary  reverso. 


CQQCVUt  _  71 — '.X5£v3eS 


THE  REVERSO  DUO'S 
CASE  SWIVELS  TO 
REVEAL  ANOTHER 
WATCH,  WHERE  A 
24-HOUR  HAND  TELLS 
THE  GLOBAL  TRAVELER 
WHETHER  IT'S  A.M. 
OR  P.M.  IN  THE  SECOND 
TIME-ZONE. 


«Jaeger-leCoultrp» 


JAEGER-LECOULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED 

IN  THE  COMPANY'S  200-PAGE  LUXURY  CATALOG.  FOR  A  FREE  COPY,  CONTACT:  JAEGER-LECOULTRE. 

P.O.  BOX  1608.  WINCHESTER.  VA  22604,  TELEPHONE:  (800)  JLC-TlME. 


ADVERTISEMENT  22 


II 


where  they  recorded  a  pair  of  pars. 
Dick  Corp.'s  chosen  charity,  the 
Epilepsy  Foundation,  will  thank  them 
for  the  $1,000  SkyTel  donation  that 
comes  with  third  place.  Needless  to 
say,  Roger  Peters  also  won  closest-to- 
the-pin  honors  on  the  designated  1 7th, 
which  brings  with  it  a  Jaeger-LeCoultre 
watch  he  will  never  tire  of  looking  at. 

The  foursome  from  Citicorp/CGIN 
didn't  score  any  aces,  but  was 
anchored  skillfully  by  Sal  Chiarmonte 
and  Alex  Burbatsky,  a  combative  pair 
of  17-handicappers  who  shot  net 
scores  of  74  and  71,  respectively. 
Chiarmonte  is  the  team's  organizer, 
a  slashing  lefthander  who  supervised 
pre-round  practice  for  the  team's 
less-experienced  twosome,  Dean 
DelVecchio  and  Angelo  DeGenaro. 

On  the  troublesome  par-5  seventh 
hole,  Chiarmonte  chewed  himself  out 
for  pull-hooking  a  4-iron  approach  far 
right  of  the  green.  His  lie,  on  the  brow 
of  a  bunker,  was  so  awkward  that  it 
would  make  a  straight  shot  difficult  for 
any  golfer.  Burbatsky,  meanwhile,  was 
roping  two  fine,  long  wood  shots  to 
a  spot  just  80  yards  from  the  hole. 
His  bid  to  get  up  and  down  for  birdie 
fell  just  short,  however,  and  Burbatsky 
settled  for  par. 

Chiarmonte  recovered  for  a  6,  net 
5,  but  as  they  walked  off  the  green  he 
checked  his  SkyTel  pager  message  to 
learn  that  Burbatsky 's  closest-to-the-pin 
effort  on  No.  1 7  had  been  bettered  by 
2  feet  by  Peters' 
hole-in-one. 
Burbatsky,  ever  the 
optimist,  said,  "At 
least,  maybe,  my 
longest-drive  shot 
will  stand  up."  Alas, 
Jeff  Heinicka  of 
Florida  Progress, 
who  also  made  a 
natural  eagle  2  on 
the  12th,  would 
soon  step  up  to  the 
tee  at  No.  18  and 
rifle  the  day's 
longest  drive. 
Heinicka 's  big  blast 
earned  him  a  prize 
catch  of  Taylor 


Sizing  up  the  situation: 

Sal  Chiarmonte  of  Citicorp/CGIN 

with  a  Creek  Club  caddie. 


Made  Burner  Bubble  woods  and  irons. 

So  no  individual  loot  for  Burbatsky, 
but  with  help  from  a  holed  bunker  shot 
by  DelVecchio,  he 
will  bring  his  team 
to  the  national  finals 
in  September.  The 
Citicorp/CGIN  charity, 
St.  Jean-Baptiste  High 
School,  will  accept  a 
charitable  contribution 
of  $3,000  and  await 
whatever  the  team  can 
bring  home  from 
Williamsburg,  Va. 

Second-place 
finishers  in  the  Northeast  were  the 
golfers  from  Emerson  Electric,  who 
hopscotched  from  St.  Louis  with  a  team 
that  had  participated  in  two  previous 
SkyTel  regionals  and  in  fact  made  it  to 
last  year's  finals  in  Vail,  Colo.  Once 
again,  the  Emerson  team  was  paced 
by  Gerry  Monken,  who  took  low-gross 
honors  at  The  Creek  just  as  he  had 
in  1994  at  the  Midwest  qualifier. 
Monken 's  medal  score  this  time  was 
76,  including  a  natural  birdie  at  the 
difficult  par-3  eighth  hole  and  a 
snappy  par  on  the  backbreaking  sixth, 
rated  the  most  difficult  hole  at  The 
Creek.  Monken 's  reward  this  time 
was  a  pair  of  plane  tickets  to  take 
him  wherever  America  West  flies. 
Teaming  with 
Monken  was  Bob 
Cox,  who  played 
as  a  1 5  and  came  in 
with  94,  net  79.  Cox 
endured  back-to-back 
8s  on  the  1 3th  and 
14th  holes,  a  pair 
of  twin  doglegs 
that  wrap  around 
marshland  and  can 
ruin  many  a  fine 
round.  The  other 
Emerson  pairing, 
George  Tamke  and 
Ike  Evans,  called 
upon  their  SkyTel 
experience  to  produce 
a  combined  net  of 


only  seven  strokes  over  par.  Tamke 
would  have  been  exactly  par-70  net  if  h 
hadn't  missed  a  ridiculously  short  putt 
of  about  15  inches  on  No.  12.  Evans 
also  grimaced  coming  off  No.  1 2:  After 
his  terrific  iron  shot  left  him  with  a 


First  place  was  in  the  bank  for  Citicorp/CG 
L-R:  Sal  Chiarmonte,  Alex  Burbatsky, 
SkyTel's  Jack  Harvey,  Dean  DelVecchio 
and  Angelo  DeGenaro. 

1 2-footer  for  birdie,  he  was  unable 
to  get  it  within  a  yard  of  the  hole. 
But  he  made  his  par  and  helped  make 
possible  a  $2,000  SkyTel  gift  for 
the  Diabetes  Association. 

Low-net  shooter  on  this  sensationall) 
sunny  day  was  Stan  Sauerhaft  of 
Burson-Marsteller,  who  carded  a  net 
67  and  went  home  with  a  rosewood 
putter  from  Productivity  Point 
International.  Alex  Burbatsky  won  the 
drawing  for  $1,000  in  travel  vouchers 
from  Carlson  Wagonlit,  and  Ed 
Burtner,  representing  the  Virginia 
Department  of  Economic  Development, 
had  his  card  drawn  for  a  Konica 
phone/fax  machine.  When  the  sun 
set  over  The  Creek  Club,  the  SkyTel 
national  finals  were  set  and  the  Sweet 
1 5  were  all  chosen.  Good  luck  to  all, 
and  play  well. 

Golden  Bear  International, 
Jack  Nicklaus'  business  entity, 
is  responsible  for  planning  and 
conducting  the  skytel  u.s.  corporate 
Golf  Championship  events. 

David  Gould  is  a  freelance  writer 
based  in  Sandy  Hook,  Conn. 
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In  Virginia  jour 
accountants  will  find 

a  number  of 
extraordinary  items. 

Extraordinary  item:  Virginia  manufacturers 
pay  the  lowest  average  workers  compensation 

rate  in  the  country 

Extraordinary  item:  Virginia  is  the  northernmost 
right-to-work  state  in  the  Eastern  U.S. 

Extraordinary  item:  Virginia's  corporate 
*       income  tax  rate  hasn't  increased  since  1972. 

Extraordinary  item:  Virginia  has 
been  named  the  best  fiscally  managed  state 

two  years  in  a  row.* 
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Extraordinary  item:  60%  of  the  U.S.  market 
is  located  within  750  miles  of  Virginia. 
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Virginia 

The  Bottom  Line  State 


For  more  information  contact:  Wayne  Sterling,  CED,  Director,  Virginia  Department 
of  Economic  Development,  P.O.  Box  798,  Richmond,Virginia  23206-0798, 1-804-371-8202. 

*FinancialWorld."The  State  of  States"  ranking,  May  12, 1992;  May  15,  1993. 
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Copiers  with  just 
the  right  features. 


A  copier,  fax  and 
printer  all  in  one. 


A  high-speed  copier 
for  high  productivity. 


A  fax,  printer  and  scanner 
in  one  tiny  unit. 


A  color  laser  printer  with 
a  free  color  copier  inside. 


(Besides  a  day  off.) 


We  make  products  for  one  purpose.  To  help  you  do  more,  more  efficiently.  For  details  on 
our  complete  line,  plus  a  free  guide  to  all-in-one  technology,  call  Konica.  Manufacturer  of 
the  Year*  for  three  years  running.  1-800-256-6422. 
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Nearly  bankrupt  ten  years  ago,  Union  Texas  Petroleum 
is  now  flush  with  profits  and  on  the  trail 
of  1  billion  barrels  of  oil. 

Elephant  hunter 


By  Toni  Mack 

On  July  1,  1984  Clark  Johnson  was 
named  chief  executive  of  Union  Tex- 
as Petroleum  Holdings.  He  didn't 
celebrate  for  long.  Three  days  later 
Johnson  was  told  that  his  parent  com- 
pany, the  old  Allied  Corp.,  wanted  to 
start  cashing  out  of  Union  Texas. 
Unless  Johnson  could  find  someone 
to  buy  half  of  Union  Texas,  Allied 
would  sell  the  whole  company,  and 
Johnson  would  be  out  of  a  job. 

Thus  began  eight  tumultuous  years 
during  which  Johnson  fought  to  save 
not  only  his  job  but  Union  Texas,  too. 
In  July  1985  he  convinced  Kohlberg 
Kravis  Roberts  &  Co.  to  pay  Allied 
S250  million  for  50%  of  Union  Texas. 
kkr,  of  course,  financed  the  deal  by 
borrowing  heavily  against 
the  oil  outfit's  assets  and 
cash  flow.  But  within  a  year 
the  price  of  oil  crashed  from 
$27  to  Sll  a  barrel,  and 
Union  Texas'  cash  flow  was 
barely  adequate  to  service 
its  debts. 

Johnson  kept  Union 
Texas  afloat  by  slashing 
spending  and  selling  assets. 
Debt  was  further  reduced 
in  September  1987,  when 
Allied  (which  by  then  had 
merged  with  Signal  Cos.  to 
form  AlliedSignal  Inc.)  and 
KKR  each  sold  a  1 2%  stake  in 
Union  Texas  to  public 
investors. 

Unfortunately,  Union 
Texas'  two  controlling 
shareholders  argued  over 
what  to  do  with  Union 
Texas.  "AlliedSignal  want- 
ed to  get  its  cash  out, 
whereas  kkr  wanted  time 
to  pay  down  debt  and  build 
value,"  Johnson  recalls.  He 
tried  to  liquidate  Union 
Texas  in   1990,  selling  its 


U.S.  oil  and  gas  properties  for  S861 
million.  But — a  blessing  in  disguise — 
a  potentially  huge  capital  gains  tax 
liability  prevented  him  from  selling 
the  company's  overseas  producing 
properties,  mainly  in  Indonesia  and 
the  North  Sea. 

In  1992  AlliedSignal  finally  pulled 
the  last  of  its  money  out  of  Union 
Texas  by  selling  its  remaining  stake  in 
a  secondary  public  offering.  This  left 
38%  of  Union  Texas  in  KKR's  hands, 
the  rest  with  the  public,  (kkr  has  since 
cut  its  position  to  25%.)  "'Finally," 
says  Johnson,  "all  our  shareholders 
had  the  same  motive:  to  build  value." 

What  Johnson  had  to  build  on  were 
those    Indonesian    and    North    Sea 


Union  Texas  Petroleum  Chairman  Clark  Johnson 

One  big  discovery  could  double  Union  Texas'  reserves. 


properties  he  hadn't  sold.  He  in- 
creased Union  Texas'  production 
from  those  fields  and  used  the  extra 
cash  flow  to  send  his  seasoned  geolo- 
gists in  search  of  new  acreage  to  ex- 
plore in  Alaska,  Argentina,  Indonesia, 
Ireland,  Italy,  Tunisia  and  Vietnam. 
In  the  last  two  years  new  drilling  has 
added  131  million  oil-equivalent  bar- 
rels to  Union  Texas'  reserves,  worth 
roughly  S550  million.  Add  two 
North  Sea  properties  purchased  for 
S429  million  in  the  last  year,  and 
Johnson  has  expanded  the  company's 
reserves  by  44%  since  1992,  to  453 
million  oil-equivalent  barrels,  at  a  cost 
of  just  under  S5  per  barrel  of  new 
reserves. 

Securities  analysts  look  for  good 
things  from  Union:  burgeoning  oil 
and  gas  production,  and  healthy  prof- 
its at  its  42%-owned  ethylene  manu- 
facturing plant  in  Geismar,  La.  They 
figure  these  two  factors  will  push 
1995  earnings  to  S106  million,  or 
S 1 .20  a  share,  up  from  a  shade  over  80 
cents  a  share  last  year.  NatVVest  Se- 
curities' Michael  Barbis  pegs  the  com- 
pany's net  asset  value  at  about  S27  per 
share,  versus  a  recent  stock  price  of 
just  under  S21  a  share. 

It  could  be  even  better: 
That  S27  breakup  value 
could  be  low  if  Union  Tex- 
as hits  it  big  on  the  new 
acreage  Johnson  has  assem- 
bled. Most  of  the  13  ex- 
ploratory wells  the  compa- 
ny is  drilling  this  year  are 
true  wildcats,  situated  far 
from  existing  production. 
A  single  big  strike — an  ele- 
phant, in  oilmen's  par- 
lance— could  add  any- 
where from  100  million  to 
500  million  barrels  to 
Union  Texas'  base  of  oil 
and  gas  reserves. 

Union  Texas  has  drilled 
9  of  the  13  without  so 
much  as  the  scent  of  an 
elephant.  "When  you  go 
into  a  completely  new  area, 
you're  almost  never  sue 
cessful  at  first,"  Johnson 
shrugs.  He  notes  that 
Union  Texas  drilled  four 
dry  holes  in  Pakistan  before 
striking  oil  in  1981,  turning 
up  76  million  barrels  of 
reserves.  M 
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One  of  the  great  success  stories  of  the  1980s, 
Comdisco  must  painfully  adapt  to  a  world  where 
mainframe  computers  are  replaced  by  PCs— and 
where  locker-room  manners  are  politically  incorrect. 

Jack  Slevin's 
ordeal 

By  Matthew  Schifrin 


JllSIll 


Comdisco  Chief  Executive  Jack  Slevin 

Has  he  matured  enough  to  face  Comdisco's  sobering  challenges? 


Just  over  a  year  ago  Jack  Slevin  fell 
into  the  top  job  at  Comdisco,  Inc., 
but  his  promotion  was  scant  cause  for 
celebration.  The  big  (1994  revenues, 
$2.1  billion)  computer  leasing  com- 
pany's founder  and  guiding  light, 
Kenneth  Pontikes,  had  just  died  of 
colon  cancer  at  age  54.  Pontikes  was 
more  than  a  boss.  He  was  idolized, 
and  even  today  some  staffers  get  mis- 
ty-eyed when  they  talk  about  him. 

Following  an  act  like  that  is  bad 
enough.  Even  worse,  Slevin  took  over 
a  company  that's  in  the  midst  of 
reinventing  itself  in  the  face  of  a  fast- 
changing  computer  market.  At  the 
same  time  he  is  trying  to  assure  inves-  | 
tors  that  Comdisco  still  justifies  a  lofty 
stock  price  that  recently  hit  24  times 
earnings. 

In  short,  Comdisco  is  delicately 
poised  at  the  point  of  change. 

Over  a  quarter  of  a  century  Com- 
disco had  grown  up  with  the  comput- 
er industry,  chiefly  by  leasing  IBM 
mainframes  to  users  who  would  rath- 
er rent  than  own.  But  times  changed. 
Comdisco  faces  tough  competition 
from  manufacturers  like  IBM,  which 
does  its  own  leasing,  and  from  giant 
leasing  competitors  like  GE  Capital 
and  AT&T  Capital.  Meanwhile,  corpo- 
rations are  converting  en  masse  from 
mainframes  to  inexpensive  personal 
computers  linked  in  networks. 

Little  of  this  is  yet  obvious  in  Com- 
disco's numbers.  Its  core  business  has 
continued  growing,  though  more 
slowly:  Last  year  it  added  a  net  $1.6 
billion  in  new  leases  to  its  portfolio, 
compared  with  increments  of  $1.7 
billion  in  1993  and  $2  billion  in  1991 . 

Comdisco's  reported  earnings, 
too,  have  held  up.  In  1994  it  showed 
earnings  of  $  1 59  million  ( before  taxes 
and  a  $70  million  IBM  litigation  settle- 
ment charge),  up  from  $144  million, 
pretax,  on, slightly  higher  revenues 
than  in  1993.  In  the  first  half  of  1995, 
its  pretax  profit  is  up  another  4%. 

Probe  beneath  the  numbers,  and 
the  rosy  glow  fades.  To  see  why,  you 
must  understand  how  computer  leas- 
ing works.  Comdisco  has  been  essen- 
tially a  specialized  financial  company, 
making  its  money  in  two  ways: 

1 )  On  the  spread  between  its  cost  of 
money  and  the  implied  interest  rate 
embodied  in  its  leases.  That  is,  it 
borrows  money  to  buy  equipment  at 
lower  rates  than  it  charges  customers. 
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Equal  opportunity 
insults 

Michakl  Brown,  a  for- 
mer Comdisco  executive 
and  board  member  who 
is  now  in  consulting,  says  of 
the  Comdisco  culture: 
"It  was  a  hard-charging, 
tough  environment  and 
Jack  [Slevin]  was  abrasive." 
A  PTA  meeting  the  com- 
pany was  not. 

Like  Slevin  and 
founder  Ken  Pontikes, 
most  Comdisco  salespeo- 
ple are  white  males  from 


working-class  back- 
grounds, many  of  them  for- 
mer athletes.  Comdisco 
made  many  rich — some 
with  paychecks  of  over  SI 
million  a  year — and  gave 
them  lavish  expense 
accounts. 

There  always  was  a 
kind  of  locker-room  atmo- 
sphere about  the  place. 
High-rolling  bets,  practical 
joking,  dirty  stories  and 
cussing  were  routine.  Polit- 
ically incorrect  comedian 
Jackie  Mason  would  have 
felt  right  at  home  at  a 
Comdisco  sales  meeting. 
Slevin  was  known  to  in- 


dulge in  ethnic  jokes,  in- 
cluding jokes  about  his 
own  Irish  background.  Re 
calls  Michael  Brown: 
"He  is  definitely  an  equal 
opportunity  insulter." 

William  Pontikes, 
Ken's  younger  brother,  is 
Comdisco's  executive 
vice  president  in  charge  of 
operations  and  a  member 
of  the  board  of  directors. 

His  pre-Comdisco  ex- 
perience was  as  a  cop  pa- 
trolling downtown  Chi- 
cago. Burly  and  bearded, 
Bill  Pontikes  is  famous  for 
his  shouting  and  temper. 

Boys  being  boys,  there 


was  a  good  deal  of  collegia! 

drinking  around  the 
place.  Slevin's  drinking  epi- 
sodes are  legendary.  In 
August  of  1990  he  was  ar- 
rested by  local  police  for 
speeding  and  drunk  driving. 

While  admitting  that 
things  got  a  little  "nuts" 
during  Comdisco's  early 
years,  Slevin  insists  Com- 
disco is  a  more  sedate- 
place  now.  Says  Executive 
Vice  President  Alan  An- 
dreini:  "Jack's  responsibil- 
ity has  grown.  As  that  has 
happened,  his  operating 
style  has  changed.  He  has 
matured."  WM 


2)  Comdisco  makes  money  on  the 
soundness  of  its  estimates  of  what  the 
machines  will  be  worth  when  the 
leases  expire.  End-value  assumptions 
are  built  into  the  lease.  If  the  estimates 
turn  out  to  be  conservative,  Com- 
disco makes  money.  If  they  were  too 
optimistic,  it  loses  money.  So  far, 
Comdisco  has  guessed  extremely 
well,  and  this  has  given  it  a  huge  edge. 

Profiting  from  residual  values  in- 
volves what  is  known  as  remarketing. 
Here's  how  it  works:  Say  an  airline- 
needs  an  IBM  9021  Summit  main 
frame  with  227  mips  but  figures  that  it 
will  need  to  upgrade  to  a  faster  model 
in  two  years.  This  Summit  costs  about 
S23  million  new,  more  money  than 
the  airline  has.  A  straight  two-year 
lease  might  also  be  too  expensive  for 
the  financially  strapped  airline.  A 
good  Comdisco  salesman  would 
probably  offer  a  cheaper  rate  based  on 
a  four-year  lease  but  allow  the  cus- 
tomer to  swap  into  a  new  lease  for  an 
upgraded  mainframe  in  two  years. 

Comdisco  is,  of  course,  gambling 
that  it  will  be  able  to  remarket  that  IBM 
9021  at  a  good  price  two  years 
hence — and  maybe  even  a  third  or 
fourth  time.  With  each  remarketing, 
Comdisco  has  a  shot  at  yet  another 
profit — if  it  figures  the  market  right. 
"It  is  like  a  Rubik's  cube.  It  just  goes 
on  forever,"  says  Slevin.  "The  goal  is 
to  create  transactions.  Our  goal  is  to 
churn  leases  as  much  as  possible." 

In  the  fast-changing  computer 
business,   estimating   residual   values 
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can  be  risky.  A  number  of  leasing 
companies,  including  ltd,  have  suf- 
fered major  losses  because  they  oxer- 
estimated  residual  values  in  figuring 
lease  payments.  Comdisco  has  never 
had  to  take  devastating  writedowns 
because  of  its  outstanding  ability  to 
remarket  used  computers.  So  confi- 
dent is  Comdisco  in  its  remarketing 
ability  that  it  currently  estimates  that 
such  revenues  from  leases  in  its  port- 
folio will  be  in  excess  of  SI  billion. 

But  mainframe  remarketing,  at 
which  Comdisco  is  so  good,  is  likely 
to  be  a  declining  business  as  more 
corporations  shift  from  mainframe 
computers  to  netw  orks  of  PCs.  The 
business  isn't  going  to  just  fade  away, 
but  its  growth  has  already  slowed  and 
will  slow  further  in  the  years  ahead. 
Thus  Comdisco  announced  to  ana- 
lysts in  a  meeting  held  in  New  York  in 


Comdisco  founder  Kenneth  Pontikes 
Left  his  company  to  his  golfing  buddy. 


May  that  it  wants  to  become  a  high- 
technology  service  company.  Slevin 
wants  Comdisco  to  become  a  major 
player  in  the  multibillion-dollar  busi- 
ness of  consulting  to  corporations  on 
total  computer,  software  and  data 
processing  systems — systems  integra- 
tion. Systems  integration  is  dominat- 
ed by  players  like  EDS  and  Arthur 
Andersen's  Andersen  Consulting. 

To  this  end  Slevin  has  hired  a  cadre 
of  consultants,  many  with  Ph.D.s  in 
computer  science.  The  idea  is  to  pair 
the  brainy  with  his  top-drawer  sales 
force.  So  far  Comdisco  has  hired  80 
consultants,  but  the  operation  has  yet 
to  produce  any  significant  revenue. 

Is  Jack  Slevin  the  man  to  run  this 
tricky  transition?  He  certainly  is  no 
techie,  though  he  has  a  degree  in 
chemical  engineering  from  Newark 
(  N.J.)  College  of  Engineering.  Slevin 
is  a  product  of  Comdisco's  hard- 
charging  sales  force,  those  consum- 
mate remarketers.  His  entire  career 
has  been  in  sales,  at  places  like  Kop- 
pers  and  Mobil  before  Comdisco.  He 
was  a  golf  buddy  of  Ken  Pontikes, 
who  persuaded  him  in  1975  that  sell- 
ing computer  leases  wasn't  very  differ- 
ent from  selling  paint  resins.  It  turned 
out  to  be  so.  Persuading  people  to 
lease  rather  than  buv  was  what  Com- 
disco was  all  about  in  its  first  25  years. 

Slevin  is  aware  that  the  job  he 
stepped  into  calls  for  skills  he  hasn't 
yet  demonstrated.  "Kenny  [Pon- 
tikes] could  run  a  company  like  this  by 
sheer  force  of  his  will,"  confesses  Sle- 
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he  son  of  a  freelance 
sculptor,  David  Hoffman 
JL.    learned  early  that  inde- 
pendent thinking  and  personal 
freedom  were  the  cornerstones 
of  a  well-lived  life. 

After  15  years  as  a  Wall  Street 
institutional  money  manager, 
Hoffman  grew  bored  of  pegging  his 
performance  against  lifeless  finan- 
cial indexes.  So  in  1990,  he  set  out 
on  his  own,  trading  futures  from 
his  home  in  Darien,  Connecticut. 
His  disciplined  but  creative  style  of 
speculating  yielded  him  a  sixty-fold 
return  on  his  original  investment 
in  the  first  year. 

A  New  Lifestyle 
and  New  Sensibilities 

The  lifestyle  change  gave 
Hoffman  time  to  start  a  family  and 
help  his  wife  Gale  raise  their  three 
young  children.  It  also  gave  him 
new  sensibilities.  It  allowed 
Hoffman  to  take  over  the  final 
stages  of  a  year-long  renovation  of 
their  100-year-old  home.  "We  dealt 
with  many  independent  tradespeople 
in  managing  the  job  and  a  number 
of  them  drove  Explorers.  The 
demands  of  family  life  called  for  a 
new  car,  and  the  combined  utility 
and  recreation  potential  of  the 
Explorer  fit  our  needs  perfectly. 
It's  safe  and  substantial  —  what 
every  young  family  needs." 

The  Explorer  has  accompanied 
Hoffman  through  another  round 
of  lifestyle  and  career  changes. 
In  May,  Hoffman  went  to  work  for 
Brandywine  Asset  Management, 
a  management-owned  firm 
based  in  Wilmington, 
Delaware,  with  $3.2 
billion  under  manage- 
ment. His  mission? 
To  grow  the  $100 
million  Global  Fixed 
Income  product  to 
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David  F.  Hoffman 

Portfolio  Manager,  Brandywine  Asset  Management 


$1  billion  by  1999.  Hoffman  is 
right  on  the  mark:  After  just  tw(  I 
months,  he  already  increased  th  j 
portfolio's  value  by  10%.  "Workj 
here  allows  me  to  maintain  the 
benefits  I  found  working  for  myl 
—  like  the  chance  to  pursue  ind< 
pendent  ideas  —  with  the  added  J 
resources  of  a  larger  firm  and  a 
group  of  bright  and  creative  inves  I 
to  brainstorm  with,"  says  Hoffm 
The  balance  of  home  and  wor)| 
has  shifted  somewhat,  but  the 
balance  still  includes  summers  oj 
Martha's  Vineyard  for  the  family! 
"The  Explorer  is  perfect  for  travel 
ing  with  a  summer's  worth  of 
paraphernalia.  On  weekends  the  f 
Explorer  takes  us  to  the  beach  ail 
anywhere  else  off  the  beaten  traij| 

A  Safe  Investment 

Back  in  the  real  world,  Hoffma 
uses  the  Explorer  to  commute 
between  the  family  home  in  Bryi 
Mawr,  Pennsylvania  and  his  offn 
in  Wilmington.  Such  versatility 
is  no  surprise  to  the  million-plus 
Americans  who  already  own  aFit 
Explorer.  As  America's  top-sellin  i 
four-wheel  drive,  compact  sport  I 
utility  vehicle,  the  Ford  Explorer  I 
offers  the  right  mix  of  safety, 
comfort,  reliability  and  pure  drivi 
pleasure  that  hard-charging 
entrepreneurs  require. 

"I  couldn't  have  made  a  better 
investment,"  says  Hoffman. 
"Everything  about  the  Explorer 
works  for  me.  The  higher  ride 
makes  it  easy  to  load  and  unloa* 
the  kids.  The  ample  interior 
space  makes  it  easy  to  lug 
all  of  the  paraphernalia  a 
growing  family  requires. 
And  at  the  same  time,  I ; 
convinced  of  its  safety  — 
something  a  father  with 
a  young  family  just 
naturally 
thinks  about. 
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John  Vosicky,  chief  financial  officer  of  Comdisco 
Slevin  counts  on  his  cleverness  to  boost  earnings. 


vin.  "I  need  a  lot  more  help.'" 

A  good  deal  of  help  is  coming  from 
John  Vosicky,  Comdisco's  able  chief 
financial  officer.  A  former  Peat  Mar- 
wick  CPA,  Vosicky  joined  Comdisco 
the  same  year  Slevin  did,  and  the  two 
work  well  together. 

Vosicky  is  a  clever  man  with  a  profit 
and  loss  statement.  When  Pontikes 
died  last  year  his  insurance  policy  paid 
Comdisco  S20  million.  Rather  than 
designate  it  as  an  extraordinary  item, 
Vosicky  lumped  it  into  Comdisco's 
$47  million  in  other  revenues.  He  also 
apparently  has  thrown  into  other  rev- 
enues some  $21  million  in  proceeds 
from  the  sale  of  stock  and  warrants 
held  by  Comdisco  in  Cadence  Design 
Systems. 

Comdisco  still  holds  another  S20 
million  or  so  in  unrealized  gains  on  its 
Cadence  position.  Presumably  Vo- 
sicky can  harvest  them  whenever  the 
company's  earnings  or  cash  flow  need 
a  boost — which  they  are  likely  to  need 
in  the  next  few  vears. 

An  example  of  Vosicky's  cleverness 
is  Comdisco\  Venture  Leasing  divi- 
sion. This  12-person  operation  leases 
to  startup  companies  and,  in  ex- 
change for  accepting  the  extra  risk 
involved,  demands  warrants  in  the 
company  as  a  sweetener — anywhere 
from  6%  to  12%  of  the  deal.  This 
business  accounts  for  only  about  S50 
million  in  lease  deals  per  year,  but  if 


the  startup  takes  off,  the  profits — 
speculative  though  they  are — can  be 
enormous.  Clients  of  this  Comdisco 
division  have  included  Sybase,  Cyrix 
and  Synopsis,  and  its  current  portfolio 
includes  over  250  startups. 

As  long  as  there  are  unrealized 
profits  in  this  portfolio,  Vosicky  has 
the  flexibility  to  realize  them  as  he 
needs  to  give  Comdisco1s  profits  a 
boost.  Comdisco  recently  told  ven- 
ture capitalists  that  it  would  double  its 
leasing  commitments  to  startups  to 

Comdisco  wants  to  become  a 
high-tech  service  company.  Is 
Jack  Slevin  the  man  to  run 
this  tricky  transition? 


SI  00  million  a  year.  Comdisco 
doesn't  break  out  earnings  from  this 
division,  but  Forbes  believes  that  in 
1994  at  least  S15  million  of  Comdis- 
co's SI 59  million  in  pretax  profits 
came  from  cashing  in  warrants  in  this 
portfolio. 

Comdisco  is  now  willing  to  finance 
riskier  startup  deals  and  even  throw  in 
additional  financing.  In  May  it  com- 
mitted to  leasing  SI  million  worth  of 
equipment  to  Boulder,  Colo,  startup 
BioStar  Inc. — maker  of  a  test  for  strep 
throat — and  in  addition  bought  S2.5 


million     in     BioStar     subordinated 
debentures. 

Profits,  of  course,  are  profits,  and  as 
long  as  technology  stocks  are  strong 
and  Comdisco's  judgment  sound, 
these  lease-sweeteners  bring  in  real 
cash.  But  they  are  not  quite  the  same 
thing  as  a  dependable  earnings  flow. 
Nor  is  the  company's  recent  effort  to 
grow  its  earnings  through  an  aggres- 
sive  stock  repurchase  program. 

A  more  immediate  worn'  for  Jack 
Slevin  is  a  recent  exodus  from  the  all- 
important  sales  force.  In  the  last  18 
months  at  least  three  dozen  salespeo- 
ple have  left  out  of  a  total  force  of 
some  130,  many  defecting  to  rivals 
like  GE  Capital.  While  Comdisco  has 
been  cutting  commission  schedules 
and  raising  sales  quotas,  GE  Capital 
has  been  offering  sign-on  bonuses 
and  guaranteed  contracts. 

One  reason  commissions  have  de- 
clined is  a  change  in  Comdisco's 
product  mix.  Comdisco  is  leasing 
more  PCs  for  client-server  networks. 
Of  the  SI. 6  billion  in  new  leases 
Comdisco  wrote  last  year,  14%  were 
personal  computers,  up  from  10%  the 
year  prior,  while  mainframe  leases 
dropped  from  44%  two  years  ago  to 
33%  last  year. 

Unlike  mainframes,  which  can  cost 
S20  million,  desktop  computers  are 
leased  by  the  thousand  and  cost 
around  S2,500  new.  Their  residual 
value  drops  quickly  and  remarketing 
margins  are  thin — hence,  skimpier 
commissions. 

Comdisco  now  leases  other  equip- 
ment— such  as  cat  scanners,  semi- 
conductor manufacturing  equip- 
ment, tape  drives  and  cash  registers — 
but  these,  too,  are  highly  competitive 
businesses,  some  with  thin  margins. 

In  the  ticklish  situation  Slevin  finds 
himself  in,  the  last  thing  he  needs  is 
outside  distraction.  However,  he  may 
be  facing  it.  A  black  former  Comdisco 
salesman  is  suing  the  company  for 
alleged  racial  discrimination  and  has 
identified  Slevin  as  one  of  the  main 
offenders.  Regardless  of  the  merits,  a 
trial  could  be  embarrassing  to  Com- 
disco, since  it  would  reveal  in  a  bad 
light  the  good-old-boy,  macho  atmo- 
sphere that  has  always  prevailed  in  its 
sales  organization  (see  box,  p. 83). 
There  are  days  when  Jack  Slevin  must 
wish  he  were  back  on  the  road  selling 
leases  again.  H 
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Templeton  Worldwide 


Investment  Opportunities  Are  Not  Limited 
By  Borders  Or  Time  Zones. 


World  changes  often  bring  new  investment 
opportunities.  Templeton  Worldwide  seeks  to  make 
the  most  of  these  changes  with  a  diverse  group  of 
international  equity  mutual  funds. 

Today  the  U.S.  represents  only  34%  of  the  world's 
total  stock  market  capitalization^  And,  when  you 
consider  that  the  U.S.  stock  market  ranked  only  17th 
among  the  world's  top  18  equity  markets  over  the  past 
ten  years,  it's  clear  there  are  opportunities  overseas. ++ 

Templeton  international  equity  funds  provide 
professional  management  and  a  clear  goal  of 
long-term  performance  by  searching  for  investment 
opportunities  from  19  offices  in  15  countries  around 
the  world. 

To  learn  more  about  a  specific  Templeton  fund,  call 
your  investment  representative  or  Templeton  today. 


Foreign   investing  involves  special  risks  including  currency  fluctuations  and 
political  uncertainty. 

/Source:  Morgan  Stanley  Capital  International  Perspective  and  International  Finance  Corporation 
Monthly  Update,  1995. 

ff Source:  Morgan  Stanley  Capital  International.  Rankings  are  based  on  total  return  for  the  1 0-year  period 
ended  12/31/94,  assume  reinvestment  of  dividends,  and  are  based  on  return  in  U.S.  dollars. 
Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.T265 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

%rfe,>/l  would  like  a  free  prospectus 
containing  more  complete  information, 
including  sales  charges  and  expenses,  on 
the  fund(s)  checked  below.  I  will  read 
the  prospectuses)  carefully  before  I  invest  or 
send  money. 

Templeton  Foreign  Fund 

Templeton  Growth  Fund 

Templeton  Global  Infrastructure  Fund 

Templeton  Smaller  Companies  Growth  Fund 

D  I  am  currently  a  Templeton  shareholder. 

Name 

Address 

City /State   Zip 

Daytime  Phone 

FOB95 
T265 

Tfempleton 

•■-  WORLDWIDE 


A  Member  of  the  $125  Billion  Franklin  Templeton  Group 


Innkeeper  Henry  Silverman  has  hundreds  of  partners 
with  the  same  surname.  He's  about  to  lead 
his  immigrant  army  into  another  industry. 

Patel,  Inc. 


By  Joel  Millman 
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HFS'  Henry  Silverman  (left)  with  franchisee  Hasmukh  P.  Rama 
Eyeing  the  brokerage  business  as  a  new  field  to  conquer. 


Hospitality  Franchise  Systems, 
Inc.,  with  over  4,000  Ramadas,  Days 

Inns,  Super  8s  and  Howard  Johnsons, 
is  the  world's  largest  motel  franchisor. 
Its  revenues  last  year  were  S3 13  mil- 
lion, its  profits  S53.5  million. 
Though  it  concentrates  on  the  cheap- 
er $25-to-$65  roadside  room,  its 
profits  are  among  the  highest  in  its 
end  of  the  lodging  business.  In  the 
past  five  years  (  hairman  Henry  Silver- 
man has  nearly  doubled  the  number 
of  hotels  under  his  banner  at  almost 
zero  capital  cost.  Wall  Street  loves 
him:  HFS'  stock  recently  hit  an  alltime 
high,  S43  a  share,  from  a  split-adjust- 
ed S8  at  the  1992  ipo. 

What  made  Silverman  so  success- 
ful?  In  a  word,  immigrants,  immi- 


grants from  India.  These  people, 
more  than  half  with  the  identical  Gu- 
jarati  surname  "Patel,"  have  been 
innkeepers  to  the  nation's  interstates 
since  the  early  1980s.  The  Patels  are  a 
widespread  clan  (whose  last  names 
include  Desai  and  Amin)  who  have 
been  business  people  for  centuries  in 
their  native  land.  They  started  here  in 
S15-a- night  dives  but  moved  quickly 
to  the  $45-to-S65  franchises.  Today 
more  than  half  ofHFS'  Days  Inns,  and 
about  a  third  of  its  Ramadas,  Howard 
Johnsons  and  Super  8s,  belong  to 
these  hardworking,  penny-pinching 
Indians.  Because  their  thrift  generates 
so  much  capital,  they  have  been  excel- 
lent partners  to  a  chain  seeking  to 
expand  without  raising  fresh  money. 


Silverman  plays  down  the  role  of 
ethnicity  in  hfs'  success.  'They  were 
a  stimulus  to  growth,  but  I  think  you 
get  there  anyway,"  he  says.  Maybe  so, 
but  not  as  fast.  Last  year  over  half  of 
hfs'  new  motels — 15,000  rooms — 
were  built  by  immigrants  from  India. 
When  hfs  launches  a  new  brand, 
Wingate  Inn,  next  year,  a  third  of  the 
70  charter  franchises  will  belong  to 
Indians.  Silverman  actively  lures  Pa- 
tels from  Choice,  Promus  and  Holi- 
day Inn,  last  year  providing  refinanc- 
ing to  moteliers  willing  to  convert 
from  another  banner  to  his.  The  hfs 
executive  in  charge  of  luring  the  con- 
verts? Manish  Patel. 

hfs'  S20,000-to-S35,000  initia- 
tion fees  and  its  annual  royalties, 
about  8%,  are  bargains  for  immigrant 
moteliers.  They  need  management 
guidance  and  the  means  of  attracting 
more  customers,  hfs  can  do  both, 
routing  lodgers  through  its  reserva- 
tion system  and  giving  advice  on  ev- 
erything from  ashtrays  to  ice  ma- 
chines. After  that,  it's  up  to  the  fran- 
chisee to  work  hard  and  efficiendy. 
Patels  do  both. 

hfs'  average  Patel  holds  at  least  one 
university  degree,  usually  in  account- 
ing or  engineering,  but  he  or  she  isn't 
afraid  to  make  beds  or  work  the  night 
shift  when  needed.  They  can  raise 
cash,  too.  In  the  1980s  it  wasn't 
uncommon  to  raise  capital  through 
pools  of  Patel  surgeons  or  engineers. 
Sometimes  the  money  came  in  cash; 
there  are  even  stories  that  it  arrived  in 
suitcases.  Setting  a  daughter  or  son  up 
in  a  new  hotel  with  your  in-laws  was  a 
good  way  to  expand  holdings. 

Nor  were  the  immigrants  shy  about 
cashing  in  on  U.S.  affirmative  action 
programs.  Though  in  no  sense  disad- 
vantaged, Patels  qualified  as  a 
"minority"  and  tapped  below-prime 
financing  offered  by  the  Small  Busi- 
ness Administration. 

What  next  for  Silverman  and  his 
Indian  legions?  hfs  announced  in 
June  that  it  was  buying  Century  21 
Real  Estate  Corp.  from  Metropolitan 
Life.  Where  were  the  synergies  in 
hotels  and  real  estate?  Look  to  places 
like  Richmond  Hill  in  New  York  City, 
or  Roswell,  Ga.,  a  suburb  of  Atlanta, 
neighborhoods  where  the  same  im- 
migrants are  buying  and  selling 
homes.  "There  will  be  synergies  for 
hfs,"  says  Hasmukh  P.   Rama  (ne 
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PROMISES. 


HEN  BEAT  THEM. 


)rmula  for  success  m  any  l 

When  we  first  announced  the  transcontinental  Falcon  20uu,  we 
promised  some  impressive  numbers  for  range  and  performance.  It 
would  climb  initially  to  41,000  feet — and  cruise  3,000  nautical  miles 

at  .80  Mach  (with  eight  passengers  and  NBAA IFR  reserves). 

Then,  when  the  2000  was  certified  and  operational — it  turned  out 
even  better  than  advertised. 

The  widebody  Falcon  2000  delivers  range,  speed,  payload,  initial 
cruise  altitude,  airfield  performance  and  thrust  reverser  installation 
that  are  all  better  than  promised. 

We  believe  that  any  business  jet  must  do  everything  well.  The  new 
Falcon  2000  meets  that  standard — and  goes  beyond  it. 

For  information — and  our  latest  promises — call  John  Rosanvallon 
in  the  U.S.  at  (201)  967-2746  or  call  Jean-Claude  Bouxin  in  Paris  at 

(331)  40-83-93-08. 


THE  NEW  FALCON  2000 


Patel,  Inc. 


Patel),  whose  company,  JHM  Enter- 
prises of  Greenville,  S.C.,  is  hfs'  big- 
gest Indian  franchisee,  "hfs  knows 
the  strength  and  ability  of  this  ethnic 
group  and  its  potential." 

Just  as  there  once  were  with  motels, 
there  are  today  hundreds  of  mom- 
and-pop  brokerages  ready  to  listen  to 
offers.  Many  of  them  have  already 
flocked  to  the  Century  2 1  banner,  but 
it  so  far  has  enlisted  only  about  8%  of 
the  nation's  independent  realty  bro- 
kerages, with  rival  networks  having 
enlisted  another  12%.  Says  Silverman 
of  the  independents:  "That's  where 
the  unit  growth  will  come  from." 

Stephen  Murray  specializes  in 
mergers  and  acquisitions  of  residen- 
tial brokerages.  Says  he:  "If  this  guy 

"There  will  be  synergies. 
HFS  knows  the  strength  and 
ability  of  this  ethnic  group 
and  its  potential." 


[Silverman]  has  developed  a  system 
where  immigrant  investors  can  make 
money  in  hotels,  he  has  a  huge  oppor- 
tunity in  the  real  estate  industry." 

Murray  says  there  has  long  been 
overcapacity  among  independent 
brokerages,  with  many  part-timers. 
"You  could  snap  up  five  mom-and- 
pops  and  fold  them  into  a  Century  2 1 
franchisee,"  Murrav  savs,  "for  under 
$150,000." 

According  to  Harvard's  Joint  Cen- 
ter for  Housing  Studies,  immigrant 
households  will  provide  the  next  big 
spurt  of  home  buying — 300,000  to 
500,000  annually  by  the  year  2000. 
Fannie  Mae  now  markets  information 
in  seven  languages — including  the 
latest,  Haitian  Creole. 

Patels  and  other  immigrants  can 
bring  to  the  business  fresh  capital, 
shrewdness  and  a  willingness  to  work 
long  hours.  What  can  Century  21 
bring  to  the  entrepreneurial  immi- 
grants? Knowhow  and  clout.  Century 
21  generated  $90  billion  worth  of 
home  sales  last  year.  With  that  kind  of 
volume — and  growing — it  can, 
among  other  things,  wring  higher 
origination  fees  for  its  franchisees. 
Perhaps  more  important,  it  can  help 
them  integrate  into  the  American 
mainstream.  wm 


For  all  their  efforts,  the  big  pharmaceutical  companies 
have  been  unable  to  compete  with  Mylan  Labs  in 
generics.  What's  Milan  Puskar's  secret? 

Make  a  good 
product 


By  Suzanne  Oliver 

One  day  in  1993,  shortly  after  Merck 
&  Co.  announced  it  was  expanding  in 
generics,  Milan  Puskar,  chairman  of 
Mylan  Laboratories,  stood  before  a 
roomful  of  investors.  "What  are  you 
going  to  do  when  Merck  sells  a  full 
line  of  generics?"  asked  an  analyst.  "It 
will  never  happen,"  Puskar  replied. 

Puskar,  60,  was  right.  Last  Decem- 
ber Merck  drastically  scaled  back  the 


West  Point  Pharma  label  under  which 
it  offers  generic  drugs.  Soon  after- 
ward Syntex  pulled  out  of  generics. 

Score  two  more  wins  for  Mylan 
against  the  branded  drug  companies. 

Founded  in  1961  by  Puskar  and  a 
colleague,  Mylan  dominates  the  dis- 
count drug  market  as  number  one  or 
number  two  in  over  half  its  79  prod- 
ucts. And  a  mighty  prosperous  domi- 


Mylan 

Chief  Executive 

ilan  Puskar 
Early  bird  gets 
the  prescription. 
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Yo 


OU  COU 


Id 


run 


IT 

I  ou  could  make  rubber  band  balls  for  instance. 
Or  little  paper  clip  figurines.  'Sut  why  on  earth  would  you 
want  to  spend  more  time  getting  less  done  at  work?  IHJell, 
the  answer  is  you  probably  wouldn't.  7\^)  one  would.  Tt's 
just  that  some  people  may  not  know  that  you  can  run 
Windows  NT™  applications  up  to  three  times  faster 
with  a  MIPS™  RISC-based  system!  Or  that  you  can  also 
use  MIPS  RISC  with  UNIX.  (_/fhd  that  according  to  the 
TPC-C  benchmarks,  the  top  three  OLTP  systems  use 
MIPS  RISC.  On  the  other  hand,  it  may  be  that  these 
people  do  know  about  all  these  things,  and  have  just  had 
trouble  convincing  other  people,   oo  if  you  find 
yourself  in  this  position,  and  you  think  it 
might  help,  you  could  always  tell  them  that  you  chose 
MIPS  RISC  because  of  its  exceptional 
price /performance 
advantages.  Ton  might 


Windows  NT  without 

M IPS,  but  there  are  more 


imaginative  ways 


also  tell  them  that  you 
chose  MIPS  RISC  because 

nearly  a  hundred 
companies  have  adopted 
its  architecture  and  it's  the 

number  one  RISC-based 
general  purpose  processor 
in  production  today.  That  u 
works.  rOut  if  not  —  if  after  rhey 


of  wasting  time. 


still  seem  unsure  —  just  rerr 


it  you 


still  have  your  imaginat:<-  .ere  will 

always  be  plenty  of  office  5U| 


gfcffl" 


"Compared  to  a  Pentiurn"-processor-based  system 


MICROSOFT   Copyright  1995  NEC  Electronics  Inc. 

WINDOWS  NT 

COMIOTBLE    All  trademarks  are  the  property  of  their  respective  owners. 
or  more  information  call  1-800-366-9782  and  ask  for  info  pack  #183. 


Mylan  Laboratories 


1  Making  tablets  in 

|  Morgantown,  W.Va. 

2  Seventy-nine 
pills,  three 
processes. 


nance  it  has.  In  its  last  fiscal  year, 
which  ended  Mar.  31,  Mylan  posted 
net  earnings  of  $121  million  on  just 
$396  million  in  revenues.  That  figure 
is  puny  next  to  Merck's  $15  billion. 
But  if  you  count  prescriptions  dis- 
pensed, Mylan  is  second  only  to 
American  Home  Products. 

Mylan's  nominal  headquarters  is  in 
Pittsburgh,  but  you'll  find  Puskar's 
custom-built  convertible  parked  out- 
side the  Morgantown,  W.Va.  manu- 
facturing plant.  This  is  where  he 
hangs  out,  in  simple  digs.  Here  is  the 
key  to  Mylan's  huge  profitability — 
and  to  the  inability  of  his  big,  high- 
cost  competitors  to  compete  against 
him.  ''The  key  to  our  success  is  that 
we  don't  waste  money,"  says  Puskar. 

Mylan  uses  just  three  manufactur- 
ing processes  for  all  79  of  its  products. 
That  holds  costs  down  and  enables 
the  company  to  meet  any  order  within 
five  days. 

In  the  generics  business,  being  the 
fir.  to  market  is  a  big  deal.  The  first 
gen*,  ic  to  steal  business  from  a  brand- 
ed dru  is  the  latter's  patent  expires  is 
usually  i  rroduced  at  70%  of  the  price 
of  the  br.  id.  Later,  as  many  as  12 
generics  wii.  entually  enter  the  mar- 
ket, driving  tb  price  down  each  time 
until  it  settles  ai  ~s  little  as  10%  of  the 
brand  price.  The  first  comer  reaps 
huge  profits  at  70%  of  the  old  price; 
the  latecomers  get  meager  crumbs. 

In  1994  four  of  MyL  's  six  generic 
introductions  were  first  to  market. 

One  of  those  firsts  was  <;lcer  drug 
cimetidine,  known  to  customers  of 
inventor  SmithKline  Beecham  under 


the  name  Tagamet.  Mylan  began  sell- 
ing cimetidine  the  very  dav  Tagamet's 
patent  expired  in  May.  But  it  revved 
up  for  the  introduction  five  years  ear- 
lier. "We  plan  way  ahead,"  says  Pus- 
kar. "If  you  rush,  things  will  end  up 
costing  you  more." 

There  was  only  one  supplier  of 
cimetidine  in  the  world,  a  Hungarian 
company,  Lek.  Even  before  it  got 
Food  &  Drug  Administration  ap- 
proval for  cimetidine,  Mylan  con- 
tracted with  Lek  tq  purchase  most  of 
its  cimetidine  supply.  When  Du  Pont- 
Merck  and  Teva  Pharmaceutical  In- 
dustries tried  to  compete,  they 
couldn't  get  enough  cimetidine.  By 
May  of  1995,  Mylan  was  landing  39% 
of  new  cimetidine  prescriptions,  with 
Tagamet  itself  down  to  14%,  accord- 
ing to  market  researcher  IMS  America. 

The  generic  drug  industry  has  al- 
ways struggled  with  image  problems, 
whether  deserved  or  not.  Lawsuits 
pending  against  Copley  Pharmaceuti- 
cal blame  the  company — perhaps 
wrongly — for  as  many  as  100  deaths 
from  a  generic  version  of  the  asthma 
drug  albuterol.  In  1989  a  bribery 
scandal  erupted  at  the  generic  drug 
division  of  the  FDA. 

In  this  tarnished  business,  Puskar  is 
shining  clean.  He  was  the  whistle- 
blower  in  the  briber}'  case.  He  is  a 
manufacturing  perfectionist.  The 
company  has  never  received  a  warning 
letter  from  the  fda.  Mylan's  reputa- 
tion for  high  quality  enables  it  to 
charge  5%  to  10%  more  than  compet- 
ing discounters.  Pharmacists  say  that 
they  never  find  smashed  pills  at  the 


bottom  of  a  Mylan  bottle. 

Mylan's  quality  reputation  and 
broad  product  line  attracted  Eli  Lilly 
when  it  began  looking  for  a  generic 
partner.  "Our  managed  care  custom- 
ers want  generics,  but  we  recognized 
it  was  a  very  different  business  and 
that  we  would  probably  not  be  very 
good  at  it,"  says  Mitchell  Daniels, 
president  of  North  American  pharma- 
ceutical operations  at  Lilly. 

Lilly  came  to  Puskar  with  a  deal 
that,  in  effect,  has  Lilly  helping  to 
undercut  its  own  sales.  It  now  manu- 
factures its  antibiotic  cefaclor  and 
painkiller  propoxyphene  for  Mylan  to 
sell  at  lower  prices  under  the  Mylan 
label  while  Lilly  still  sells  the  drugs  as 
Ceclor  and  Darvon.  Lilly's  apparent 
reasoning:  Someone  is  going  to  copy- 
cat these  drugs,  so  it  might  as  well  be 
Mylan  and  we  might  as  well  capture  at 
least  a  little  of  the  manufacturing 
profit. 

Meanwhile,  Puskar  is  inching  into 
the  branded  drug  market  by  filling 
niches  too  small  to  interest  the  big 
drugmakers.  He  has  licensed  com- 
pounds that  he  hopes  to  develop  into 
patented  drugs  for  migraine,  vertigo 
and  burns.  Mylan  already  has  two 
patented  drugs  on  the  market  today. 
One  is  Maxzide,  an  antihypertensive 
drug  developed  as  a  knockoff.  The 
pill's  absorption  by  the  body  so  ex- 
ceeded that  of  the  branded  drug  it  was 
meant  to  imitate  that  Maxzide  merit- 
ed its  own  patent. 

Now  vou  know  why  Milan  Puskar 
wasn't  worried  about  competing  with 
Merck.  H 
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L/oxxx  employees 
will  soar.  Your 
expenses  won't. 
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With  the  Air  Travel  Card,  you'll  have  the  most  effective  way  to  keep  your  travel  expenses 
under  control.  You'll  get  one  concise  centralized  billing  statement  with  comprehensive 
data,  saving,  you  money  and  time  during  reconciliation.  You'll  also  get  no-cost  automatic 
travel  insurance.  All  that,  with  no  annual  fees  or  per  card  charges.  For  more  information, 
call  1-800-222-4688  or  call  your  travel  agent. 


Lufthansa    -fr     Kuwait    Airways    -f     KIM    Royal    Dutch    Airlines 


OUR  FINANCIAL  SKILLS  HELPED  ONE  GOLD  MINING  COMPANY 
FIND  THE  LIGHT  AT  THE  END  OF  THE  TUNNEL.  The  A1G  Companies  serve  one  of 
the  world's  most  successful  gold  mining  companies  with  excess  casualty  and  directors  and  officers  insurance.  But  when  management  saw  fne 
(hey  needed  protection  against  falling  gold  prices  and  rising  dieselfuel  costs,  we  had  a  chance  to  show  a  different  mettle.  With  a  one 
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IH  Uion-ounce  gold  hedging  facility.  And  a  series  of fixedfor-floating-rate  fuel  transactions  known  as  financially  settled  swaps. 
pj  th  arranged  by  ourAIG  Trading  Group  Inc.  So  the  company  was  able  to  lock  in  reasonable  costs  and  healthy  profits  for  a  good  long 
w  \e.  By  consistently  providing  the  definitive  response  to  risks  like  these,  we  light  the  way  for  one  customer  after  another. 
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WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


The  folks  at  United  Dominion  Industries 
knew  what  they  wanted  to  do,  but  they 
went  about  it  rashly  and  foolishly. 

Staying  power 


By  Neil  Weinberg 


iliam  Holland,  chief  executive  of  United  Dominion  Industries 
"The  debt  was  like  a  disease." 


THE  SAGA  of  United  Dominion  In- 
dustries is  a  story  of  a  company  that 
embarked  on  a  new  path  without 
having  a  proper  map.  This  $2  billion 
(sales)  company  was  almost  destroyed 
by  a  management  too  eager  to  move  it 
into  faster-growing  businesses. 

"I  learned  that  when  you  grow- 
through  acquisitions,  a  sound  strate- 
gy alone  isn't  enough.  You  also  need 
financial  staying  power."  So  says  Wil- 
liam Holland,  the  company  veteran 
who  has  headed  United  Dominion 
since  1986. 
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Now  headquartered  in  Charlotte, 
N.C.,  United  Dominion  is  an  out- 
growth of  an  old  Canadian  construc- 
tion company,  Dominion  Bridge.  It  is 
41%  owned  by  Canadian  Pacific  Ltd., 
which  plans  to  unload  its  stake  by 
year-end. 

Bogged  down  in  socialism,  the  Ca- 
nadian economy  seemed  to  be  going 
nowhere  in  the  1970s,  so  United 
Dominion's  then  chairman,  Kenneth 
Barclay,  used  borrowed  money  to  buy 
more  than  a  dozen  U.S.  manufactur- 
ing outfits,  doubling  United  Domin- 


ion's sales  to  over  $1  billion  by  1981. 
But  with  the  1980-82  recession, 
United  Dominion  began  to  sink  un- 
der its  acquisition  debt.  In  1986,  the 
year  Bill  Holland  replaced  Barclay  as 
chief  executive,  the  company,  bur- 
dened with  $50  million  in  interest  and 
preferred  dividend  payments,  lost 
$73  million. 

"The  debt  was  like  a  disease,"  says 
Holland,  who  was  forced  to  raise  cash 
by  selling  several  of  the  best  business- 
es Barclay  had  acquired.  These  in- 
|  eluded  machine  tool  maker  Giddings 
I  &  Lewis;  United  Dominion  sold  it  to 
|  public  investors  for  $140  million  in 
1   1989,  and  it  is  currently  worth  $600 
million. 

But  shrinking  the  company  saved 
it,  and  by  1989  United  Dominion's 
debt  was  equal  to  13%  of  capital, 
down  from  60%  four  years  earlier.  It 
has  been  profitable  ever  since. 

Having  injected  some  staying  pow- 
er into  United  Dominion,  Holland 
began  acquiring  again,  but  this  time 
in  a  more  disciplined  fashion.  He 
would  avoid  excessive  debt  and  would 
apply  three  strict  criteria:  An  acquisi- 
tion must  be  first  or  second  in  its 
markets,  must  have  the  potential  to 
increase  earnings  immediately,  and 
must  in  some  way  mesh  with  United 
Dominion's  other  holdings. 

The  Marley  Co.  passed  the  tests.  A 
top  maker  of  such  industrial  equip- 
ment as  cooling  towers  and  petro- 
leum pumps,  Kansas  City,  Mo. -based 
Marley  was  purchased  from  Kohlberg 
Kravis  Roberts  in  1993  for  $356  mil- 
lion. Holland  quickly  reduced  the 
purchase  price  by  selling  two  of  Mar- 
ley's  six  businesses  for  nearly  $20 
million. 

Holland  also  cut  Marley's  annual 
operating  costs  $8  million  by  folding 
its  headquarters  into  United  Domin- 
ion's and  pushed  through  a  price 
increase  at  Marley  Pump. 

After  buying  Marley  in  1993,  Unit- 
ed Dominion  last  year  increased  its 
operating  income  24%,  to  $62  mil- 
lion. With  joint  ventures  in  China, 
Indonesia  and  Malaysia,  Marley  gives 
Holland  a  strong  start  in  his  plan  to 
push  United  Dominion's  foreign 
sales  from  less  than  20%  of  the  total 
last  year  to  35%  by  1999. 

In  1993  Holland  sold  United  Do- 
minion's original  construction  com- 
pany,    Montreal -based     Dominion 
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Innovative  Project  Financing 
For  A  Power  Plant  In  Asia 

f  0fe  Helped  With  The  Wiring) 

Keeping  a  nation  in  power  is  beyond  most  banks.  Bank  of  America  accomplished 

the  task  by  bringing  financial  partners  together  from  around  the  world  in  a  precedent-setting 

arrangement.  We  harnessed  the  power  of  people  working  together. 


Bank  of  America 


Our  client  had  the  benefit  of  relationship 

officers  specializing  in  project  finance, 

export  credit  and  the  power  industry. 


United  Dominion  Industries 


f  Unless  you're  a  constipated  horse,  aloe  juice  probably 
|  won't  cure  your  ailments.  But  a  lot  of  people  don't  know 
1  that,  and  this  has  made  Rex  Maughan  very  rich. 


Jan  Ver  Hagen,  UDI's  chief  operating  officer 
"I'll  be  like  Pac-Man,  nibbling  at  costs." 


Bridge.  After  years  of  losses,  Domin- 
ion Bridge  brought  in  somewhat  less 
than  S20  million;  Holland  used  the 
proceeds  to  help  keep  debt  down  to  a 
minimum. 

While  Holland,  now  56,  restruc- 
tures the  corporation,  Chief  Operat- 
ing Officer  Jan  Ver  Hagen  looks  after 
the  daily  operations.  Hired  away  last 
year  from  Emerson  Electric,  where  he 
was  vice  chairman,  Yer  Hagen,  57, 
says  his  goal  is  to  increase  United 
Dominion's  8.5%  operating  margin 
to  11.5%  in  1997  and  its  12.7%  return 
on  equity  to  15%  by  1999.  Grins  Ver 
Hagen:  "I  plan  to  be  like  Pac-Man — 
endlessly  nibbling  away  at  costs." 

The  results  show.  Last  year  United 
Dominion's  sales  rose  11%,  to  $2 
billion,  and  such  is  the  operating  le- 
verage in  the  company  that  net  in- 
come jumped  56%,  to  S62  million, 
SI. 55  a  share. 

With  the  sale  of  its  service  busi- 
nesses, United  Dominion's  reve- 
nues will  probably  remain  around  S2 
billion  this  year;  but  earnings  may 
climb  another  23%,  to  around  SI. 90 
a  share. 

The  folks  who  run  United  Domin- 
ion have  no  regrets  about  having 
pulled  out  of  Canada's  stagnant  econ- 
omy, but  they  do  wish  they  hadn't  lost 
Giddings  &  Lewis  along  the  way.  The 
moral  of  this  story  is:  It's  not  enough 
to  know  where  you're  going.  You'd 
better  have  a  good  plan  for  getting 
there,  too.  H 


The  aloe 
juice  man 


By  Christopher  Palmeri 

According  to  Phoenix  businessman 
Rex  Maughan,  Alexander  the  Great 
conquered  the  East  African  island  of 
Socotra  to  obtain  its  aloe  plants  to 
soothe  his  soldiers'  wounds.  Never 
mind  that  Socotra  is  1,500  miles 
southeast  of  the  southernmost  point 
of  Alexander's  conquests.  History 
isn't  Rex  Maughan's  business.  Ped- 
dling products  with  supposed  medici- 
nal qualities  is  his  business. 

Maughan,  who  is  in  his  late  50s,  is 
founder  and  sole  owner  of  Phoenix- 
based  Forever  Living  Products  Inter- 
national. Forever  Living  sells  deodor- 
ants, toothpaste,  Jaundry  detergent 
and  three  dozen  other  products,  near- 
ly all  of  which  contain  extract  of  aloe,  a 
cactuslike  succulent  plant  common  to 
some  desert  areas.  Half  his  business 
comes  from  a  single  product,  drink- 


able aloe  gel,  a  tart  extract  that  looks 
like  pineapple  juice  and  tastes  like 
turpentine.  A  quart  of  this  stuff  retails 
for  SI 4.9 5.  People  drink  it  straight  or 
mixed  with  fruit  juices.  Forever  Liv- 
ing also  does  a  big  business  in  bee 
pollen,  which  some  people  are  persuad- 
ed cures  hay  fever  (Forbes,  Apr.  24). 

Forever  Living  is  one  of  what  are 
called  multilevel  sales  organizations — 
or  pyramids.  These  outfits  recruit  ar- 
mies of  full-time  and  part-time  sales- 
people, who  instead  of  working  on 
commission  typically  buy  the  products 
and  then  sell  them  at  a  profit.  A  charac- 
teristic of  such  outfits  is  that  more 
money  works  its  wav  to  the  top  of  the 
pyramid  than  stays  at  the  bottom.  The 
big  money  is  not  in  selling  the  stuff,  but 
in  recruiting  people  to  sell  the  stuff. 

A  new  salesperson  at  Forever  Living 


Forever  Living's 
products 
Rex  Maughan 
says  his 
distributors 
moved  close  to 
$1  billion  worth. 
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"With  the  Optra  line,  Lexmark  has  exceeded 
HP  in  quality  and  value,  analysts  say"  — m  McLean,  lan  Times 


"Lexmark  is  giving  Hewlett-Packard  [Co.]  a  run  for  the  money  and  will  definitely  capture  some  more 
market  share  with  these  printers.  " — Marco  Boer,  International  Data  Corp. 

^►/*y*X  ^^>       Add  in  the  stunning  quality  of  the  PostScript  1,200  dpi  prints  and  you 
▼ ^^f^'V^V         have  an  all-around  office  workhorse  or  a  powerful  personal  printer." 


—PC  Magazine,  11122194. 


Optra  Family 
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1  995    WIN     1  OO 


Optra  Lx 


PC  WORLD 


"Lexmark's  new  Optra  series  of  12  and  16  ppm  network  laser  printers  set 
new  standards  for  print  quality,  network  capabilities,  media  handling  and 
price/performance  and  represent  a  serious  attack  on  HP's  market  dominance 
in  network  printing." 
— -John  Mclntyre,  BIS  Strategic  Decisions,  quoted  in  LAN  Times. 


Optra  R 
February  1995 


"The  1200  dpi  Lexmark  Optra  R  boasts  the  best  printing  this  side  of  typesetting 
with  true  grays,  flawless  hairlines,  and  crisp  reverse  type  right  down  to  4  points" 
— Eric  Knorr,  PC  World. 

"The  end  result  of  the  [industrial  design]  team's  work  is  arguably  the  best-looking 
laser  printer  in  the  industry... from  a  feature  standpoint,  the  Optra  line  is 
unsurpassed.  " — Charles  LeCompte,  The  Hard  Copy  Observer. 

"The  Optra  family  is  a  breakthrough.  Lexmark  has  not  only  introduced  new 
levels  of  resolution  at  a  remarkable  price — but 

Optra  Lx  J  i 

the  whole  Optra  package  is  a  remarkable  deal.  " 
— Angele  Boyd,  International  Data  Corp. 


It  runs  with 
NetWore" 


For  more  information  about  the  award-winning  quality 
of  the  true  1200  dpi*  Optra"-  laser  printer  family  by 
Lexmark,  call  1  800  891-0411,  ext.  322. 


Lexmark. 

Advancing  The  Art  Of  Printing 
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Inc.  Lexmark  and  Optra  are  trademarks  of  Lexmark  International.  Inc.  61995  Lexmark  Intemattonai.  Inc. 


The  aloe  king 


Forever  Living  Products  International  founder  Rex  Maughan,  with  aloe  plants 

His  wrist  slapped,  Maughan  is  careful  to  be  vague  on  aloe's  health  benefits. 


keeps  48%  of  the  $  14.95  retail  price  of 
an  aloe  gel  jug.  The  manager  who 
recruited  her  gets  a  bonus  ofl  3%  of  the 

retail  price  from  the  company.  The 
manager's  percentage  shrinks  as  the 
salesperson  sells  more  cases;  however, 
the  salesperson  and  manager  also  get 
bonuses  based  on  sales  from  any  new 
recruits  brought  in  by  the  salesperson. 

Rut  Maughan  adds  yet  more  layers 
of  profit.  The  stuff  Forever  Living  sells 
isprocessed  and  packaged  by  Aloe  Vera 
of  America,  a  second  Maughan  com- 
pany. This  in  turn  buys  all  of  its  raw 
material  from  MaughaiTs  own  aloe 
vera  plantations,  which  cover  5,000 
acres  in  south  Texas,  Mexico  and  the 
Dominican  Republic. 

Maughan  claims  he  moved  close  to 
$  1  billion  ( retail  value  )  worth  of  these 
supposedly  therapeutic  products  last 
year.  His  personal  take  must  have 
been  in  the  tens  of  millions  of  dollars. 


Seventeen  years  ago  Rex  Maughan 
was  an  executive  at  Del  Webb  Corp., 
the  Phoenix- based  real  estate  devel- 
oper, when  friends  dragged  him  to 
seminars  pitching  multilevel  market- 
ing schemes.  Converted,  Maughan 
became  a  multilevel  distributor  of 
gasoline  additives  but  shifted  gears 
when  a  friend  told  him  about  a  firm 
that  sold  aloe  juice  door-to-door. 
Maughan  found  a  company  to  make 
an  aloe  juice  product  and  invited 
friends  and  business  contacts  to  a 
series  of  weekly  organizational  meet- 
ings to  start  building  up  a  sales  force. 

Noticing  that  Latin  and  Asian  immi- 
grants were  among  Forever  Living's 
best  customers  and  salespeople, 
Maughan  took  his  products  overseas. 
The  company  entered  Japan  and  Aus- 
tralia in  1983,  Hong  Kong,  Taiwan  and 
Mexico  soon  after.  The  South  China 
Morning  Post  newspaper  recendy  re- 


ported that  a  Forever  Living  distribu- 
tion point  in  Hong  Kong  was  so 
crowded  police  had  to  line  up  distribu- 
tors on  fire  escapes.  Forever  Living  now 
sells  its  products  in  40  countries. 

He  has  parlayed  the  cash  flood  from 
Forever  Living  into  a  pile  of  assets  that 
includes  a  120,000-acre  ranch  north 
of  Phoenix  and  a  string  of  hotels  and 
resort  properties — one  is  Southfork 
Ranch,  setting  for  the  TV  show  Dallas. 
Maughan  bought  Southfork  three 
years  ago  and  operates  it  as  a  catering 
hall  and  tourist  attraction.  He  spent 
$2  million  restoring  Robert  Louis 
Stevenson's  home  in  Western  Samoa, 
where  Maughan  served  as  a  Mormon 
missionary  in  the  early  1960s.  The 
house  is  run  by  a  foundation  created 
by  Maughan  and  friends. 

That  aloe  has  been  good  to 
Maughan  is  beyond  dispute.  How- 
good  is  it  for  the  people  who  pay 
S5.95  for  a  tube  of  his  toothpaste? 

In  1992  Forever  Living  settled 
charges  brought  by  the  Texas  state 
attorney  general's  office  and  took  off 
the  air  a  Spanish-language  infomercial 
that  claimed  aloe  products  could  con- 
trol diabetes.  His  wrist  slapped, 
Maughan  is  careful  to  avoid  specific 
health  claims  in  promotion.  Yet  in  a 
recent  interview  he  recited  anecdotes 
about  the  supposed  therapeutic  ef- 
fects of  drinking  aloe,  about  relief  for 
ulcer  sufferers  and  for  kidney  patients 
who  needed  fewer  dialysis  treatments. 
"Our  doctors,"  says  Maughan,  "tell  us 
aloe  vera  helps  our  bodies  perform  like 
they  are  supposed  to." 

Maughan  is  vague  about  the  health 
benefits  of  aloe,  but  Dr.  Victor  Her- 
bert is  not.  A  professor  of  medicine  at 
New  York's  Mount  Sinai  School  of 
Medicine  and  coauthor  of  the  recent 
book  Tlje  Vitamin  Pushers,  Herbert 
says  of  aloe:  "It's  a  pure  scam.  Drink- 
ing aloe  gel  accomplishes  nothing.  It 
is  used  by  veterinarians  to  induce 
diarrhea  in  severely  constipated  hors- 
es, but  there  is  no  reason  for  humans 
to  drink  it."  Ree  pollen?  "It's  danger- 
ous," Dr.  Herbert  says.  "It  can  kill 
people  who  are  allergic  to  it." 

Other  doctors  Forbes  talked  with 
were  less  emphatic  about  aloe,  most 
conceding  there  were  no  studies  that 
would  definitively  prove  or  disprove 
some  of  the  claims  made  for  it.  That 
there  are  no  such  reputable  studies  is 
not  a  problem  for  Rex  Maughan. 
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^M  ^^^^^^ast  year  South 

Koreas  dynamic  economy  grew  a  remarkable  8.3%  in  real  terms, 
and  its  growth  rate  this  year  is  expected  to  be  around  8% — so  robust 
that  the  government  is  trying  to  keep  the  economy  from  overheating. 


on 


South  Korea  is  the  world  s  1 2th-largest 
economic  power  in  terms  of  GNP   It  is 
also  the  worlds  12th-ranked  trading 
nation,  with  exports  last  year  of  $96.3 
billion  and  imports  of  $100.3  billion, 
constituting  about  2.4%  of  total  world 
trade.  The  U.S.  is  South  Korea's  most 
important  export  market,  while  Japan  is 
South  Korea's  biggest  import  source. 

Minister  of  Trade,  Industry  and 
Energy  Park  Jae  Yoon  forecasts  that 
exports  this  year  will  grow  10%  and 
imports  12%.    Despite  this  growing  trade 
deficit,  the  South  Korean  government 
plans  to  drastically  cut  bureaucratic  red 
tape  to  stimulate  both  exports  and 
imports  while  seeking  industrial  and 
technological  cooperation  with  its  major 
trading  partners,  the  U.S.  and  Japan. 

On  the  other  hand,  the  nation's  30 
top  business  conglomerates,  or  chaebob, 
the  dynamos  of  Korean  econom- 
ic development,  are  increas 
ing  facility  investment  to 
the  tune  of  some  $40 
billion  for  new  plants 
and  expansion  of 
production  facili- 
ties, up  26. 1  %  over 
last  year. 

South  Korea  is 
now  the  world's  fifth- 
ranking  automobile 
producer,  with  2.5  mi 
lion  units  a  year.   It  ranks 


third  in  semiconductor  production,  after 
Japan  and  the  U.S. 

Its  shipyards  aim  to  secure  more  than 
30%  of  the  world's  total  shipbuilding 
orders  by  developing  high  value-added 
ships  and  overwhelming  Japanese  ship- 
builders now  suffering  from  the  yen's  rise. 

South  Korea  also  ranks  sixth  in  the 
world  for  production  of  crude  iron,  with 
33  million  tons  a  year,  while  ranking  fifth 
in  ethylene  production. 

South  Korea  formally  applied  in 
N4arch  to  join  the  Organization  of 
Economic  Cooperation  and 
Development  (OECD)  in  1996,  so  it  is 
trying  to  accelerate  the  opening  of  its 
financial  markets  and  liberalization  of 
capital  movement — two  important 
requirements  for  OECD  members. 

South  Korea  believes  it  is  qualified  to 
join  the  prestigious  club  of  the  advanced 
countries,  since  its  per  capita 
GNP  will  surpass  the 
$10,000  mark  this  year. 
As  South  Korean 
President  Kim  Young- 
Sam  set  globalization 
as  the  foremost 
national  goal  for  this 
year,  we  interviewed 
the  country's  eight 
eading  chaebol  leaders 
about  their  business 
strategies  for 
further  growth. 
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i     Our  pilots  have  to  fly 
over  a  million  miles  before 
they  can  fly  you  one. 


..: 


Everyone's  thinking  globally  these  days. 
Which  is  not  exactly  a  new  idea  for  us. 

Because  at  Korean  Air,  our  pilots  have  flown 
.  iround  the  world  about  forty  times.  (And  that 
was  before  we  even  hired  them.) 

Of  course,  a  crew  of  this  caliber  deserves 
:he  best.  That's  why  we  use  the  very  latest  in 
iviation  technology.  Including  one  of  the  most 
odern  fleets  of  aircraft  in  the  world. 

So  call  your  travel  agent  or  Korean  Air  at 
-800-438-5000.  We'll  go  out  of  our  way  for  you. 


KOREAN  AIR 

Flv  the  spirit  of  dedication!' 


The  power  of  change.  Samsung  measures  it  one  step  at  a  tin 


Samsung  is  ready  to  meet  the  challenges  of  a 
changing  world.  We've  focused  our  energies 
into  developing  key  technologies  for  the 
future.  Advanced  semiconductors       ^&Z 
for  imaging  and  multimedia. 


Biodegradable  materials  that  will  help 
preserve  our  ecosphere. 
Transportation  systems  for 
land,  sea  and  air.  Soon,  you'll  be  driving 
automobiles  manufactured,  controlled  and 


towere 
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Dwered  by  Samsung's  technology.  With  each     The  Samsung  Group 
^w  product,  we  are  ascending  to  heights  of 
'"'  novation  that  will  make  tomorrow's  world  a 
3tter  place  for  all  of  us. 


'ne  step  at  a  time. 


CCAI,  105  Challenger  Rd.,  Ridgefield  Park,  NJ,  USA  07660  •  Fax:  201-229-6058 

Electronics:  World's  First  256-megabit  DRAM/ITT  LCD  Screens/High  Definition  TV's 
Engineering:  Aircraft/Passenger  Cars/Commercial  Vehicles/Electric  Cars/ 

Double-hulled  Tankers/High-speed  Ferries 
Chemicals:    Biodegradable  Resins/Fine  Chemicals 
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HYUNDAI    GROUH 

A    Locomotive    Pulling    the    South    Korean    Economy    Ahead 


yundai,  South  Korea's  top 
business  conglomerate,  is  proud  to  have 
played  the  role  of  a  locomotive  pulling  the 
country's  economy  ahead  in  its  phenomenal 
development  in  the  last  three  decades, 
according  to  Chairman  Chung  Se-Yung. 

Today  it  is  a  major  global  corporation 
producing  a  wide  spectrum  of  goods  rang- 
ing from  computer  chips  to  passenger  cars 
and  ships  to  super  tankers,  with  annual  sales 
over  $60  billion. 

By  emphasizing  technological  develop- 
ment, Hyundai  has  developed  the  64M 
DRAM  chip,  the  next-generation  automo- 
bile, the  Moss-type  LNG  carrier  and  a 
futuristic  magnetic  levitation  vehicle. 

"Having  secured  such  leading-edge  tech- 
nologies, we  are  full  of  hope  for  Hyundai's 
further  development  on  a  higher  plane  in 
the  future,"  says  Chung. 

Hyundai  was  born  48  years  ago  when 
Chung's  elder  brother,  Chung  Ju-Yung,  now 
80,  opened  a  construction  firm  in  Seoul, 
which  became  the  nation's  biggest  engineer- 
ing and  construction  company  by  riding  a 
domestic  construction  boom  in  the  '60s 
and  undertaking  big  projects  in  the  Middle 
East  in  the  70s. 

At  the  same  time,  Chung  built  an  auto 
plant  in  Ulsan  in  the  mid-1960s,  which 
today  produces  some  1 .2  million  cars  a  year, 
with  about  500,000  of  them  exported  to 
1 60  countries  around  the  world. 

"Our  goal  is  for  Hyundai  to  become  one 
of  the  world's  best  automobile  manufactur- 
ers and  one  of  the  top  ten  in  the  world  by 
the  year  2000,"  Chairman  Chung  says  con- 
fidendy. 

A  bold  decision  by  founder  Chung  in 
the  early  '70s  to  build  the  world's  biggest 
shipyard  has  become  legend,  since  at  that 
time  no  one  believed  a  developing  country 
like  South  Korea  could  successfully  operate 
a  big  shipyard.  Today  Hyundai  has  grown 
to  become  one  of  the  most  competitive  and 
advanced  producers  of  all  types  of  vessels. 

And  in  the  '80s,  Hyundai  expanded  into 
the  petrochemical  and  electronics  industries. 
In  June  it  announced  an  ambitious  plan  to 


build  the 
world's 
largest- 
scale 
semicon- 
ductor 
plant  on 
206  acres  in 
Eugene, 

Oregon,  at  a  cost 
of  $1.3  billion— the 
largest  foreign  invest- 
ment a  South  Korean  firm 
has  ever  made. 

The  plant,  which  will  produce  64M 
DRAM  (megabyte  dynamic  random  access 
memory),  is  scheduled  to  begin  commercial 
production  in  March  1997  and  to  generate 
annual  turnover  of  $1.6  billion  by  1999. 

Hyundai's  electronics  firm  is  also  con- 
centrating on  the  development  of  new 
media  products  such  as  state-of-the-art 
audio/video  systems  and  high-definition 
televisions  applying  digital-data-compres- 
sion technologies  after  having  developed 
high-capacity  ODDs,  high-speed  G4  fac- 
simile equipment  and  digital  switching  sys- 
tems for  ISDN. 

Hyundai  also  runs  an  oil  refinery  cap- 
able of  processing  1 10,000  barrels  of  crude 
a  day,  and  an  iron-steel  plant  in  Inchon  pro- 
ducing three  million  tons  a  year.  The  com- 
pany manufactures  construction  equipment 
and  heavy  electrical  products,  builds  power 
and  nuclear  plants,  and  is  the  largest  alu- 
minum producer  in  Korea.   It  also  runs  a 
securities  company  and  a  marine-  and  fire- 
insurance  firm. 

"It's  too  bad  that  Hyundai  has  been  gen- 
erally known  in  America  and  Europe  only  as 
an  automaker  since  Hyundai's  Pony/Excel 
subcompact  car  was  named  best-selling 
import  car  of  the  year  in  the  U.S.  in  1986," 
says  the  younger  Chung,  who  took  over  the 
chairmanship  from  his  older  brother  when 
the  company  founder  decided  to  adopt  the 
tide  of  honorary  chairman. 

Hyundai  is  stressing  the  growth  of  its 
heavy  industry,  electronics,  automobile, 


"Having 
secured 
leading- 
edge 
tech- 
nologies, 
we  are 
full  of 
hope  for 
Hyundai's  fur- 
ther development  on  a 
higher  plane." 


petrochemical  and  machinery  operations  to 
strengthen  its  international  competitiveness 
and  make  Hyundai,  as  Chung  says,  the 
world's  top  enterprise  by  the  turn  of  the 
century. 

As  for  automobiles,  Chung  says  that  its 
subcompact  car  of  the  new  generation, 
Accent,  made  with  100%  Hyundai  tech- 
nologies including  its  engine  and  transmis- 
sion system,  is  selling  well  in  the  U.S. 

He  is  very  hopeful  that  when  another 
new  compact  sedan,  Avante,  makes  its 
debut  in  the  U.S.  early  next  year,  it  will 
stimulate  another  big  take-off  for  Hyundai 
cars  in  the  North  American  market. 

Chung  says  that  Hyundai  cars  have  tech- 
nologies and  performance  comparable  to 
cars  produced  in  the  advanced  nations. 

He  adds  that  Hyundai  is  concentrating 
on  research  and  development  of  advanced 
technology  for  low  fuel  consumption,  low 
pollution  and  low  noise  as  well  as  substitute 
fuels.   "For  this  purpose,  we  plan  to  increase 
R&D  investment  to  7%  of  Hyundai 
Motors'  annual  sales  by  the  year  2000." 

Hyundai  Group's  total  sales  last  year 
amounted  to  50  trillion  won  (about  $62.5 
billion),  including  export  sales  of  $10  bil- 
lion, which  accounted  for  10%  of  South 
Korea's  total  exports.  This  year,  its  sales  are 
expected  to  rise  by  20%. 
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When  the  Sunkyong  Group  was  founded  in  1953,  we  major  presence  in  telecommunications,  distribution, 
were  a  small  company  producing  woven  textiles.  financial  services,  and  engineering  &  construction. 
Today,  Sunkyong  is  one  of  the  five  largest  conglomer-  The  result  in  the  United  States  -  Sunkyong 


ates  in  Korea,  with  offices  in  all  of 
the  world's  major  business  centers. 
As  the  first  Korean  company  to 
produce  synthetic  fibers,  Sunkyong 
has  grown  into  a  vertically  integrat- 
ed manufacturer  of  a  broad  spec- 
trum of  products  ranging  from 
petroleum  to  textiles. 

At  present,  Sunkyong  is  a  major 
producer  of  petroleum-based 
products,  a  global  trading  compa- 


re Sunkyong  Group  of 
Korea,  with  annual  revenues 

of  more  than  $22  billion 
and  over  22,000  employees  on 
five  continents,  is  a  worldwide 
leader  in  the  fields  of 
energy,  international  trade, 
petrochem  ical  products, 
telecommunications,  and  engi- 
neering &  construction. 


generates  over  $1.5  billion  in 
annual  revenues  working  with 
hundreds  of  American  companies, 
and  we  have  strategic  alliances 
with  such  giants  as  Polaroid  and 
the  Fleming  Companies. 

These  alliances  reflect  the 
focused  application  of  time, 
energy,  and  resources  required  for 
a  shared  understanding  of  objec- 
tives -  a  shared  vision  of  economic 


ny,  and  a  leading  manufacturer  of  polyester  films        globalization.  A  vision  we  at  Sunkyong  are  dedicated 
and  magnetic  and  optical  media.    We  also  have  a        to  making  a  reality. 

For  more  information,   contact  John  Rich,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  New  York,  N.Y.  10022,  Fax:  (212)  906-8137 

FOR     SUCCESS     WORLDWIDE,     SAY    SUNKV0NG 

Sunkyong  Limited  •  Yukong  Limited  •  Sunkyong  Industries  •  SKC  •  Sunkyong  Engineering  and  Construction 
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THE     LG     GROUP 

Steadily    Growing    as    a    Wo  r  I  d-C  I  a  s  s    Business    Group 


he  48-year-old  Lucky-Goldstar 
(LG)  Group  is  steadily  growing  as  a  world- 
class  business  group.  The  company 
changed  its  name  to  LG  in  January  because 
the  world  is  changing  and  business  must 
change  with  it,  according  to  its  new  chair- 
man, Koo  Bon-Moo. 

LG  is  South  Korea's  third-largest  busi- 
ness group  in  terms  of  sales  after  Hyundai 
and  Samsung,  having  achieved  annual  rev- 
enues of  $38.27  billion  and  pre-tax  earnings 
of  $1.3  billion  last  year. 

LG  was  established  in  1 947  by  Koo's 
grandfather  Koo  In-Hwoi  with  a  factory 
manufacturing  facial  cream,  soap  and,  later, 
toothpaste.   It  has  grown  to  become  a  glob- 
al business  group  with  39  subsidiaries,  39 
joint  venture  subsidiaries  and  more  than 
1 30  branch  offices  scattered  around  the 
world,  with  a  total  of  100,000  employees. 

"Now  LG  is  refocusing  its  efforts  on 
internationalization  and  globalization  as  it 
continues  to  evolve  into  a  world-class  busi- 
ness group  in  the  21st  century,"  says  the 
new  chairman,  who  succeeded  his  father 
Koo  Cha-Kyung  in  February. 

LG  is  a  leader  in  the  country's  chemical 
industry,  producing  everything  from  basic 
chemicals  to  processed  products,  and  lately  is 
concentrating  on  the  advanced  fields  of  high 
polymer  chemicals,  specialty  chemicals  and 
genetic  engineering,  expanding  production 
capacity  for  advanced  new  materials  such  as 
engineering  plastics  and  silicone  wafers. 

Its  subsidiary  LG  Chemical  Ltd.  chalked 
up  total  sales  of  $3.45  billion  last  year. 
Another  subsidiary,  LG  Petrochemical  Co. 
Ltd.,  built  a  naphtha  cracking  plant  in  1991 
that  produces  400,000  tons  annually  of  this 
high-quality  petrochemical,  while  the  start 
of  operations  at  HDPE  and  BTX  plants  in 
1 992  provides  a  stable  supply  of  such  basic 
petrochemicals  as  ethylene,  propylene,  buta- 
diene, ultra-pure  polyethylene  and  BTX. 

LG  also  runs  an  oil  refinery  that  has  a 
daily  crude  oil  refining  capacity  of  380,000 
barrels,  an  annual  polypropylene  production 
capacity  of  165,000  tons  and  an  annual  aro- 
matic production  capacity  of  600,000  tons. 


Under 
the  motto 
"quality  oil, 
clear  air," 
Honam  Oil 
Refinery  Co. 
Ltd.  is 
expanding 
desulfurization 
facilities  and 
adding  heavy  oil 
cracking  facilities  to 
reduce  environmental  pollution. 

As  South  Korea's  first  electric  and  elec- 
tronics manufacturer  and  the  domestic  leader 
in  these  industries,  LG  Electronics  Inc.  is 
stepping  up  its  globalization  efforts  to  manu- 
facture its  products  and  sell  in  markets 
around  the  world.    • 

Its  Goldstar  brand  is  produced  in  23 
countries  and  is  recognized  in  171  coun- 
tries.  LG  built  a  plant  in  the  American 
town  of  Huntsville,  Ala.,  in  1991  which 
produces  20  million  videotapes  a  year.  In 
1986,  it  set  up  a  plant  in  Worms,  Germany, 
producing  150,000  color  TV  sets  and 
500,000  VCRs  a  year.   Its  plant  in  Mexico, 
built  in  1988,  is  turning  out  two  million 
color  TV  sets  annually. 

LG  is  running  a  plant  in  Indonesia  in  a 
joint  venture  with  a  local  firm,  producing 
180,000  color  TV  sets  and  70,000  refrigerators 
a  year.  Similar  joint-venture  plants  were  set  up 
in  Manila,  Bangkok,  Cairo  and  Shanghai. 

LG  is  now  pushing  for  a  large-scale  "China 
project,"  which  aims  to  manufacture  electric 
and  electronic  products  such  as  home  appli- 
ances and  semiconductors,  and  petrochemical 
products,  thereby  generating  an  annual  $6  bil- 
lion in  revenue  by  the  year  2000. 

LG's  telecommunications  arm,  LG  Infor- 
mation &  Communications  Ltd.,  has  gained 
fame  for  manufacturing  "Mugunghwa," 
Korea's  first  integrated  communications  and 
broadcasting  satellite,  named  for  Koreas 
national  flower,  the  Rose  of  Sharon. 

It  has  successfully  developed  a  CDMA 
mobile  cellular  phone  switching  system,  and 
its  own  brand,  STAREX-TX1,  was  selected 


"LG  is  refo- 
cusing its 
efforts  on 
internation- 
alization 
and  global- 
ization as  it 
evolves  into  a 
world-class  business 
group." 


S/ 


as  the  best  standardized  switching  system  in 
Korea.  LG  has  exported  a  variety  of  switch- 
ing systems  and  other  communications 
equipment  to  more  than  50  countries  since 
it  first  exported  electronic  switching  systems 
to  Vietnam  six  years  ago. 

As  Korea's  first  semiconductor  maker, 
LG  Semicon  Co.  Ltd.  has  enjoyed  remark- 
able growth  by  developing  a  64M  DRAM 
in  1992,  and  is  now  pushing  the  boundaries 
of  technology  with  highly  integrated,  multi- 
functional, high-speed  semiconductors  such 
as  Giga  DRAM  and  256M  DRAM,  while 
its  software  arm  is  striving  to  provide  the 
world's  finest  software  to  its  customers.  The 
Korean  government  selected  its  Hana 
Wordprocessor  and  Han  Spreadsheet  as 
standard  software  for  its  administrative 
computer  network. 

LG  is  also  the  largest  domestic  manu- 
facturer of  electronic  components  such  as 
television  tuners,  magnetic  heads,  modula- 
tors, variable  resistors  and  switches,  while 
leading  in  the  manufacture  of  precision 
electronic  instruments  for  the  Korean 
defense  industry.   It  developed  Korea's  first 
low-altitude  radar  system  in  1991  and  won 
recognition  for  its  advanced  technology 
with  the  development  of  frequency- 
alternating  radio  transceivers  and  artillery 
fire-control  systems. 


UlSB 
in  all  foL 

conduct! 
informal 
ponies- 
Bid  succ 

SEC 
number 
injthel 
countn. 

SEC 
countn 


.  4  an 
!  from  thi 
$1.1951 
km  1'] 

Jills 

ki 

Sam; 

Kwanc. 
Urges:  r 

k 

U 

memon 

conduct 

San 

01 


uiati 
on 
gicall 

munica 

and 

nil 

foatq 

m 

video  J 
cations. 


,* 


SAMSUNG 


ADVERTISEMENT  9 


ELECTRONICS 

South    Korea's    Top    Manufacturing    Firm 

in    Sales    and    Profits 


i> 


amsung  Electronics  Co. 
Ltd.  (SEC)  last  year  did  exceptionally  well 
in  all  four  of  its  business  divisions — semi- 
conductors, telecommunications  systems, 
information  systems  and  consumer  elec- 
tronics— making  1994  a  year  of  prosperity 
and  success. 

SEC  has  thus  become  South  Korea's 
number  one  manufacturing  firm  by  record- 
ing the  highest  sales  and  earnings  in  the 
country. 

SEC  is  also  the  first  enterprise  in  the 
country  to  break  through  the  magical  10 
trillion  won  mark  in  sales  and  achieve  a 
profit  figure  surpassing  1  trillion  won. 

In  terms  of  U.S.  dollars,  its  total  sales  in 
1994  amount  to  $14.62  billion,  up  41% 
from  the  previous  year,  with  net  earnings  of 
$1,199  billion,  up  a  phenomenal  500% 
from  1993-  In  particular,  the  semiconduc- 
tor division  rose  as  the  unchallenged  leader 
in  the  global  semiconductor  market  with 
>ales  growth  of  61%. 

Samsung  President  and  CEO  Kim 
Kwang-Ho  says,  "Currently,  we  hold  the 
argest  market  share  in  memory  products, 
ind  the  development  of  the  256M 
j  DRAM  (dynamic  random  access 

memory)  in  August  last  year  has  added  a 
i  whole  new  dimension  to  the  world  semi- 
:onductor  market." 

Samsung  Electronics,  which  last  year  was 
:he  world's  seventh-largest  manufacturer  of 
semiconductors  and  the  largest  manufac- 
oirer  of  memory  products,  has  set  its  sights 
Irmly  on  the  future. 

"In  the  coming  years,  we  will  maximize 
atilization  of  our  state-of-the-art  semicon- 
iuctor  technology  to  reinforce  our  techno- 
ogical  know-how  in  the  areas  of  telecom- 
nunication  systems,  information  systems 
nd  consumer  electronics,"  says  Kim.   "We 
vill  also  fine-tune  our  business  interests  in 
he  areas  of  high-definition-related  pred- 
icts, multimedia,  color-imaging  devices, 
ddeo  disc  recorders,  mobile  telecommuni- 
ations,  PCNs,  memory  and  micro  devices, 
lutomobile  electronics  and  test  and  mea- 
urement  equipment." 


SEC  is  also  the  country's  number  one 
export  firm:  Its  exports  of  $9,984  billion 
account  for  10%  of  South  Korea's  total 
exports. 

Last  year,  37%  of  SEC's  exported  prod- 
ucts went  to  North  America,  30%  to 
Asia/Oceania,  22%  to  Europe/CIS,  6%  to 
Africa/Middle  East  and  5%  to  Central/ 
South  America. 

And  this  year,  SEC  is  expected  to  do 
better:  $1 1.2  billion  in  export  sales,  $5.4 
billion  in  domestic  sales. 

SEC's  DRAM  and  color  monitors  enjoy 
top-ranking  global  market  shares  with 
15%  and  17%  respectively,  while  its 
microwave  ovens  and  VCRs  occupy  the 
number  two  position  with  18%  and  11% 
shares  respectively. 

SEC's  color  television  division  has  a  6% 
share  of  the  global  market,  and  ranks  sixth 
in  the  world. 

SEC  annually  invests  20%  to  22%  of  its 
total  sales  in  facilities  and  research  and 
development.  This  year  it  is  investing  $1.5 
billion  to  expand  semiconductor  facilities, 
$375  million  in  overseas  production  com- 
plexes in  America,  Europe  and  Asia,  $250 
million  for  factory  automation  and  produc- 
tion rationalization,  and  $375 
million  for  environmental 
protection. 

As  for  R&D, 
SEC  is  investing 
$375  million 
for  semicon- 
ductors, 
$250  mil- 
lion for 
next-gener- 
ation 

audio-visual 
products 
and  house- 
hold appli- 
ances, and 
$250  million  for 
multimedia 
products. 

SEC  hopes  to  achieve 


an  annual  revenue  of  $50  billion  and  over- 
seas manufacturing  sales  of  $8.4  billion  by 
the  year  2000.  Its  growth  strategy  consists 
of  globalized  manufacturing,  localized  mar- 
keting strategy,  localized  management  and 
globalized  R&D. 

In  addition,  SEC,  in  a  move  to  expand 
its  global  operations,  is  acquiring  or  enter- 
ing strategic  alliances  with  several  foreign 
electronics  firms. 

SEC  is  one  of  24  subsidiaries  of  the 
Samsung  Business  Group,  South  Korea's 
top-ranking  conglomerate,  whose  revenue 
last  year  was  5 1 ,830  billion  won  (about 
$64.8  billion). 


"We  will  reinforce 
our  technological 
know-how  in 
telecommunication 
systems,  informa- 
tion systems  and 
consumer 
elec- 
tronics." 


Mr.  Kim 

Kwang-Ho. 

President  & 

CEO, 

Samsung 

Electronics  Co. 

Ltd. 
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DAEWOO     GROUI 

Working    Hard    to    Become    a    Truly    Global    Enterprise 


he  Daewoo  Group,  South 
Koreas  third-largest  business  conglomerate 
in  terms  of  assets  and  fourth-largest  in 
terms  of  sales,  is  in  the  midst  of  a  campaign 
to  become  a  truly  global  enterprise  by  the 
start  of  the  new  century.   Its  VISION  2000 
strategy  has  set  an  ambitious  goal  of  attain- 
ing total  sales  of  $134  billion  by  the  year 
2000,  a  threefold  increase  in  six  years. 

The  sales  target  total  consists  of  $36  bil- 
lion from  trading,  $28  billion  from  elec- 
tronics and  telecommunications,  $26  billion 
from  motor  vehicles,  $18  billion  from 
machinery  and  shipbuilding,  $17  billion 
from  construction,  $7  billion  from  financial 
services  and,  lastly,  $2  billion  from  hotels. 

To  achieve  this  target,  Daewoo  is  push- 
ing rapidly  to  have  a  worldwide  network  of 
650  offices  and  plants  in  more  than  160 
countries  around  the  world — including  430 
sales  subsidiaries,  130  manufacturing  sub- 
sidiaries, 20  technical  and  design  R&D  cen- 
ters and  70  local  branch  offices. 

To  foster  competitiveness  and  efficiency, 
Daewoo  founder  and  Chairman  Kim  Woo- 
Choong,  58,  who  has  overseen  managerial 
operations  at  all  21  principal  group  compa- 
nies, carried  out  a  sweeping  managerial 
reform  in  February. 

Under  the  reform,  Kim  will  focus  his 
managerial  role  mainly  on  automotive  man- 
ufacturing and  sales,  while  ten  new  chair- 
men will  have  full  managerial  responsibili- 
ties for  major  companies  including  Daewoo 
Corporation,  Daewoo  Electronics  Co.  Ltd., 
Daewoo  Heavy  Industries  Ltd.  and  Daewoo 
Telecom  Ltd. 

Chairman  Kim  says:   "Around  the 
world,  national  economic  policies  and  inter- 
national accords  such  as  the  new  GATT 
agreement  are  stimulating  trade  as  never 
before.   A  genuinely  global  economy  is 
emerging,  and  this  means  exceptional 
opportunities  for  all  the  companies  of  the 
Daewoo  Group." 

Daewoo  is  Korea's — and  perhaps  the 
world's — fastest-growing  company. 
Daewoo  has  grown  rapidly  at  an  annual 
average  rate  of  30%.   Last  year,  Daewoo's 


total  sales 
grew  an 
impressive 
29.5%  to 
$40  billion. 

Daewoo, 
which  means 
"Great 
Universe"  in 
Korean,  started  in 
1 967  as  a  garment- 
exporting  firm  with  five 
employees.   It  has  grown  to 
become  one  of  the  world's  largest  enter- 
prises, with  more  than  100,000  employees 
worldwide  engaged  in  trading,  construction 
and  shipbuilding,  and  in  the  manufacture 
of  motor  vehicles,  heavy  equipment, 
machine  tools,  home  appliances,  electronics 
products,  computers  and  telecommunica- 
tions equipment.    It  also  runs  hotels  and  is 
a  provider  of  financial  services. 

Chairman  Kim  is  particularly  deter- 
mined to  push  his  automobile  and  electron- 
ics subsidiaries  into  positions  as  world  lead- 
ers in  this  era  of  fierce  competition. 

Daewoo  Motor  Co.  Ltd.,  managed  inde- 
pendently since  ending  a  14-year  joint  ven- 
ture with  General  Motors  in  1992,  recorded 
sales  of  $3-53  billion  last  year.   It  produced 
332,429  passenger  cars  (models  with  1.5- 
liter  to  3.2-liter  engines),  3,895  heavy  trucks 
and  4,265  large  buses.   In  addition,  Daewoo 
Heavy  Industries  Ltd.  built  72,484  minicars, 
vans  and  trucks  (powered  by  800cc  engines). 
About  one-fourth  of  total  auto  production 
was  exported  to  1 30  countries. 

Daewoo  is  to  build  a  new  plant  at 
Kunsan,  southwest  of  Seoul,  which  will 
have  an  annual  production  capacity  of 
300,000  passenger  cars  and  200,000  com- 
mercial vehicles.   Partial  operation  will 
begin  toward  the  end  of  this  year.    Daewoo 
is  also  constructing  overseas  production 
bases  in  Uzbekistan  (200,000  units), 
Romania  (200,000  units)  and  other  plants 
in  Iran,  India,  the  Philippines,  Vietnam, 
Indonesia  and  China  to  reach  a  total  pro- 
duction capacity  of  two  million  units  annu- 


"A  gen- 
uinely 
global  | 
econ- 
omy is 
emerg- 
ing, and 
this  means 
exceptional  opportunities 
for  all  the  companies  of  the 
Daewoo  Group." 


ally,  half  overseas,  by  the  year  2000.  This 
would  place  Daewoo  among  the  world's  top 
ten  automakers. 

To  globalize  its  technology  and  R&D, 
Daewoo  Motor  has  expanded  its  automo- 
tive technical  center  in  Pupyong,  near 
Seoul,  into  a  general  research  complex,  and 
has  established  overseas  R&D  facilities  for 
cars  in  Britain  and  Germany.  To  achieve  its 
ambitious  goals  for  the  automotive  business 
Daewoo  plans  to  invest  $  1 1  billion  over  the 
next  five  years. 

Daewoo  is  equally  ambitious  in  the  elec- 
tronics business,  as  it  plans  to  invest  a  total 
of  $3.9  billion  by  the  year  2000  to  become 
one  of  the  world's  largest  manufacturers  of 
consumer  electronics  products  and  home 
appliances  with  anticipated  annual  sales  of 
$10  billion. 

Daewoo's  aim  is  to  capture  10%  to  20% 
of  world  market  share  by  the  year  2000  in 
its  six  core  product  areas:  televisions,  VCRs, 
refrigerators,  washing  machines,  microwave 
ovens  and  color  computer  monitors.  With 
expansion  into  new  business  areas,  Daewoo 
Electronics  forecasts  that  it  will  become  one 
of  the  world's  top  five  electronics  manufac- 
turers with  total  annual  sales  of  $50  billion 
by  the  year  2010. 
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gh  we  spend  millions  on  the  comfort  of  our  passengers, 

they  tend  to  remember  us  for  something  money  can't  buy. 

Nothing  can  compare  with  the  warmth        of  traditional  Korean  hospitality,  it  is  yours  flight,  dare  we  suggest  that  there  are  some 

the  Asiana  smile.  The  result  of  5000  years        to  experience  each  and  every  time  that  you  things  money  just  can't  buy? 

board  one  of  our  fleet  of  sleek  new  Boeing  747 
400s.  Although  we  would  be  the  first  to  admit 
that  we  invest  a  great  deal  on  making  sure        w  ^T 
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you  enjoy  each  and  every  moment  of  your 


The  Jewel  of  Asia 
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The  relationship  between  father  and  daughter  is  very  special;  a  unique  bond  that  we  at  LG  are  dedicated  to  bur 
echoing  through  our  relationship  with  our  customers.  LG  is  the  new  name  for  the  Lucky-Goldstar  Group.  | XHintric 
A  new  name,  but  the  same  emphasis  on  what  we  do  best— utilizing  the  most  advanced  technology  to 
create  products  that  enrich  your  life,  making  it  healthier,  safer,  more  comfortable  and  more  satisfying.  Hmj^ 
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cpur  philosophy  remains  to  provide  complete  satisfaction  to  our  vast  family  of  customers  in  over  120 

ountries  around  the  world,  through  technologically  advanced  products  of  the  very  highest  quality. 
:  atisfaction  has  a  new  face.  J^Jflfl^k 

Sjvnd  LG  is  ensuring  it  wears  a  smile.  W  fl       wm\^     \3l  wU|J 
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SUNKYONG 

GROUP 

Boasting    a    Unique    Management    Strategy 


r 


unkyong  got  its 
start  in  1953,  toward  the  end  of  the  ruinous 
Korean  War,  as  a  small  weaving  company 
with  1 5  looms  and  50  employees. 

Today,  Sunkyong  has  grown  into  the 
nation's  fifth-largest  business  group,  with 
22,581  employees  and  annual  worldwide 
sales  of  $25.4  billion  last  year. 

A  provider  of  a  broad  range  of  products, 
from  textiles  and  petroleum  to  polyester 
film  and  optical  and  magnetic  media, 
Sunkyong  has  developed  a  strong  global 
presence  in  the  fields  of  energy,  petrochemi- 
cals, international  trade,  telecommunica- 
tions, financial  services  and  engineering/ 
construction. 

Sunkyong  Chairman  Chey  Jong-Hyon, 
65,  who  studied  chemical  engineering  at  the 
University  of  Wisconsin  before  obtaining  a 
master's  degree  in  economics  from  the 
University  of  Chicago,  says:  "A  unique 
management  system,  developed  through  my 
own  initiative,  played  a  central  role  in 
bringing  about  monumental  business 
growth." 

Sunkyong  considers  maximizing  human 
resources,  cooperation  and  coordination, 
and  harmonized  centralization  and  decen- 
tralization to  be  key  success  factors.   "These 
concepts  have  been  incorporated  into  the 
fabric  of  how  we  manage  our  business," 
Chey  says. 

Anticipating  the  onset  of  limitless  com- 
petition, Chey  created  the  Sunkyong 
Management  Systems  (SKMS)  in  1979. 
SKMS  was  developed  by  studying  conven- 
tional business  management  methods  prac- 
ticed by  successful  companies,  adapting 
them  and,  most  importantly,  adding 
Sunkyong's  operating  concepts. 

"We  spent  ten  years  refining  SKMS  so  it 
could  be  applied  as  a  practical  tool,  most 
particularly  in  human  resources  manage- 
ment," says  Chey.   "Subsequently,  we  saw 
that  SKMS  was  not  enough  in  itself  to 
secure  and  maintain  competitive  advantage 
and  achieve  profit  maximization. 

"In  1989,  to  improve  the  effectiveness  of 
SKMS,  we  launched  our  Quest  for  Super 


Excellence 
(SUPEX). 
Under 
SUPEX,  a 
'super  excel- 
lent' level 
for  a  given 
goal  is  iden- 
tified. This 
goal  is  relent- 
lessly pursued 
until  it  is 
reached. 

"Since  we  began 
implementing  SKMS 
and  SUPEX,  we  have  seen 
improvements  in  sales,  profitabil- 
ity and  employee  morale.   Sunkyong's 
vision  for  the  21st  century  and  beyond  is, 
through  the  continued  practice  of  SKMS 
and  SUPEX,  to  outdistance  our  competitors 
and  become  a  world-class  company." 

He  also  points  out  that  SKMS  has  con- 
tributed to  the  development  of  a  Sunkyong 
corporate  culture  characterized  as  rational 
and  human-oriented.  And  the  fruits  of  its 
commitment  to  encouraging  willing  and 
voluntary  work  are  seen  in  labor  relations: 
Sunkyong  has  not  had  a  single  serious  labor 
dispute,  even  in  turbulent  1987  when  a 
total  of  3,749  labor  management  disputes 
were  reported  across  the  country. 

Chey  has  devoted  his  entire  corporate 
life  for  the  past  30  years  to  completing 
Sunkyong's  vertical  integration,  under  the 
catchwords  "from  somyu  (fiber)  to  sogyu 
(petroleum)." 

He  dreams  of  repeating  the  same  feat  in 
China.  A  year  ago,  he  went  to  Beijing  to 
see  Chinese  President  Jiang  Zemin  to 
undertake  the  construction  of  a  $1.5  billion 
oil  refinery  as  a  joint  venture  with  two 
Chinese  partners  in  Shenzhen. 

Chey  joined  Sunkyong  Textile  in  1962 
after  completing  studies  in  the  U.S.  to 
help  his  elder  brother  and  founder,  Chey 
Jong-Kun,  who  desperately  needed  a  good 
manager. 

After  taking  the  helm  of  the  conglomer- 


Mr.  Chey  Jong- 1 
Hyon, 
Chairman, 
Sunkyong] 
Group 1 


"Sunkyong's 
vision  for  the  21st 
century  and  beyond 
is  to  outdistance  our 
competitors  and 
become  a  world- 
class  company." 


ate  in  1973  upon  his  brother's  death,  Chey 
achieved  big  strides  during  each  decade. 

First,  he  expanded  Sunkyong  Textile, 
which  becarne  South  Korea's  biggest  poly- 
ester maker  in  the  early  '70s,  and  then 
acquired  the  state-run  Korea  Oil  Co.  in  the 
early  '80s  to  establish  Yukong  Ltd. 

In  the  early  '90s,  he  launched  a  telecom- 
munications business  by  obtaining  a  con- 
trolling stake  of  the  government-owned 
Korea  Mobile  Telecom. 

Chey's  goal  for  the  2 1  st  century  is  to 
lay  the  groundwork  for  Sunkyong  to 
become  a  world-class  corporation  in  an  era 
of  globalization. 

Chey  also  heads  the  powerful  Federation 
of  Korean  Industries  (FKI),  an  influential 
group  of  chaebol  leaders  and  other  leading 
businessmen. 


Daewoo 
Sells  Solutions 


m  DAEWOO 


Global  Trading  &  Project  Organization 

Construction -Heavy  Machinery  &  Equipment 

Consumer  Electronics  &  Home  Appliances 

Telecommunications 

Motor  Vehicles  &  Automotive  Components 

Shipbuilding -Hotels- Financial  Services 


Solutions.  That's  what  Daewoo  delivers  to 
millions  of  people  around  the  globe.  Here  are  some 
examples:  Daewoo  automotive  plants,  being 
established  in  a  dozen  countries,  to  produce  high- 
quality  sub-compacts  and  mini-cars  that  people  can 
afford;  Daewoo  TVs,  VCRs,  video  cameras,  audio 
systems,  computers  and  microwave  ovens  to  meet  the 
needs  of  consumers  in  over  1 00  countries;  and, 
Daewoo  digital  switching  and  transmission  equipment 
that's  helping  to  modernize  the  telecommunications 
networks  of  a  half-dozen  nations.  For  a  ship  owner 
preparing  for  the  1995  introduction  of  tougher, 
international  environmental  regulations,  Daewoo  has 
built  two  of  the  world's  largest  double-hulled 
supertankers.  For  places  in  need  of  national 
infrastuctures,  Daewoo  has  provided  diverse 
constructions  services  from  roads  and  bridges  to  buildings 
and  power  plants.  For  American  and  European  jet  aircraft 
manufacturers,  Daewoo  produces  airframe  components 
that  exceed  stringent  quality  standards.  And  for 
customers  around  the  world.  Daewoo  structures  and 
arranges  financing  for  complex  multi-country  trade  deals. 
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SSANGYONG    GROUP 

Conservative   Ssangyong   Turns   Progressive   Under   New  Chairmar 


he  Ssangyong  Group  is  South 
Korea's  sixth-largest  business  group  in  terms 
of  assets  and  sales.  Traditionally  considered 
conservative  and  slow  in  business, 
Ssangyong  has  become  progressive  under  its 
new  chairman,  who  is  determined  to  push 
Ssangyong  into  the  ranks  of  the  world's  50 
top  enterprises  by  the  year  2000. 

New  Chairman  and  CEO  Kim  Suk- 
Joon,  42,  took  the  helm  of  Ssangyong — 
which  means  "Two  Dragons"  in  Korean — 
on  April  25  as  his  predecessor  and  elder 
brother,  Kim  Suk-Won,  stepped  down  to 
join  President  Kim  Young-Sam's  ruling 
Democratic  Liberal  Party  and  run  for  a 
National  Assembly  seat. 

"We  will  strive  to  become  a  world-class 
enterprise  by  the  turn  of  the  century  by 
concentrating  on  three  core  manufacturing 
sectors:  automobiles  and  machinery,  cement 
and  fine  ceramics,  and  oil  refining  and  relat- 
ed petrochemicals,"  says  Kim,  who  had 
been  the  group's  vice  chairman  for  the  last 
five  years. 

To  achieve  this  goal,  Ssangyong  must 
discard  its  long-held  image  of  being  "con- 
servative and  slow"  in  business  and  immedi- 
ately strive  to  be  "aggressive  and  progres- 
sive," the  youthful  chief  executive  officer 
told  some  30,000  employees  upon  his 
assuming  the  top  post. 

He  told  his  directors  to  think,  decide 
and  put  into  action  "always  one  step  ahead" 
of  competitors. 

According  to  the  new  chairman, 
Ssangyong  is  giving  top  priority  to  develop- 
ing its  automotive  industry,  already  having 
invested  1.2  trillion  won  ($1.54  billion), 
and  planning  to  put  in  an  additional  4.8 
trillion  won  ($6.15  billion)  within  the  next 
five  years. 

For  the  2 1  st  century,  Ssangyong  has  set  a 
course  to  grow  into  a  comprehensive  world- 
class  automaker  with  a  full  line  of  products 
ranging  from  passenger  cars  to  specialized 
heavy-duty  vehicles,  Kim  says,  adding 
that  the  automobile  industry  will  become 
Ssangyong's  new  cornerstone  for  the 
coming  century. 


At  pre- 
sent, the 
Ssangyong 
Motor 
Company  is 
producing 
50,000  four- 
wheel-drive  util 
icy  vehicles  a  year  in 
a  technical  partnership 
with  Germany's  Mercedes- 
Benz,  which  owns  5%  of  equity  worth 
14.5  billion  won  ($18.6  million). 

With  the  new  investment,  Ssangyong 
plans  to  start  producing  mid-size  passenger 
cars  by  1 997  with  first-year  production  of 
50,000  units,  progressively  increasing  to 
300,000  units  a  year  by  2000. 

Ssangyong  was  founded  by  his  father, 
Kim  Sung-Kon,  in  1939  as  a  soap-manu- 
facturing firm,  and  it  developed  into  a  tex- 
tile producer  nine  years  later.   Ssangyong 
has  grown  to  become  a  network  of  22 
affiliate  companies  ranging  from  cement, 
oil  refining  and  general  trading  to  construc- 
tion and  financial  services,  with  31  over- 
seas subsidiaries. 

Its  total  annual  revenues  amounted  to 
$18.5  billion,  including  overseas  sales  of 
$3.84  billion  last  year,  with  net  earnings  of 
$193  million. 

Ssangyong's  cement  company,  which 
operates  the  world's  largest  cement  plant  on 
Korea's  east  coast,  producing  15  million 
tons  a  year,  fortified  its  U.S.  operations 
through  a  joint  venture  in  California, 
CenCal  Cement  Inc.,  and  acquisition  of 
Riverside  Cement  last  year  to  establish 
localized  production. 

Ssangyong's  engineering  and  construc- 
tion company  has  become  international  in 
scope  since  building  the  Raffles  City 
Complex  in  Singapore  in  1986,  the  world's 
tallest  hotel,  and  undertaking  construction 
and  sales  of  Marriott  Residence  Inns  in 
Anaheim,  San  Diego  and  Sacramento  in 
California. 

It  is  now  building  what  will  be  Singapore's 
largest  national  hospital,  Tan  Tock  Seng,  at  a 


"We  will 
i\       become  a 
world- 
class 
enterprise 
by  con- 
centrating 
on  autos 
and  machin- 
ery, cement  and 
fine  ceramics,  and  oil  and 
related  petrochemicals." 
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cost  of  $250  million,  and  just  won  the  job 
of  building  Vietnam's  25-story  Hanoi 
Tower  Center. 

Kim,  who  studied  business  administra- 
tion at  the  University  of  Hartford  in 
Connecticut  before  starting  at  Ssangyong  in 
1977,  firmly  believes  that  the  development 
of  high-value-added  quality  products  is  the 
sole  way  to  survive  in  this  era  of  unboundec 
competition  following  the  birth  of  the 
World  Trade  Organization. 

Thus  Ssangyong's  cement  industry  will 
progress  into  general  and  new  materials 
including  fine  ceramics,  and  its  oil-refining 
business  into  petrochemicals. 

It  plans  naassive  investment  in  comput- 
ers and  special  electronic  communications 
so  that  these  high-tech  industries  will  serve 
as  the  new  basis  for  continuing  Ssangyong 
growth  and  development  beyond  the 
year  2000. 

Ssangyong's  service  industries  will  accel- 
erate toward  greater  internationalization  anc  lot- 
advancement  to  meet  the  demands  of  the 
times,  while  in  its  trade  and  construction,  it 
will  grow  to  multinational  status  through 
full-fledged  international  investment. 

If  all  goes  according  to  plan,  says  an 
ambitious  Kim,  Ssangyong  will  be  among  % 
the  world's  50  largest  businesses  in  the  next  a 
millennium. 
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KOREAN    AIR 

The    World's    F  o  u  rt  ee  n  t  h- La  rg  e  s  t   Airline 


orean  Air  (KAL),  with  a 
fleet  of  99  wide-bodied  aircraft,  last  year 
carried  18.9  million  passengers  and  764,000 
tons  of  cargo  at  home  and  abroad,  becom- 
ing the  world's  I4th-largest  airline.   It  is 
aiming  to  be  among  the  world's  top  ten  air- 
lines in  the  near  future. 

This  year,  with  nine  new  aircraft,  KAL 
anticipates  transporting  20  million  passengers 
and  784,000  tons  of  cargo,  with  expected  rev- 
enues of  3  trillion  won  (roughly  S4  billion). 

KAL  reported  a  $46.78  million  net  profit 
an  total  revenues  of  S3. 88  billion  last  year, 
Up  an  impressive  221%  over  its  1993  result. 

Now  serving  72  cities  in  28  countries 

ncluding  the  U.S.,  Japan,  Southeast  Asia, 

Europe  and  the  Middle  East,  this  year  KAL 

slans  to  add  passenger  service  from  Seoul  to 

Brussels,  Nadi  in  Fiji,  Tel  Aviv  and  Mexico 

ity,  as  well  as  new  freight  flights  to  San 
Francisco,  Chicago,  Atlanta,  Beijing  and 
Amsterdam. 

The  Korean  national  flag  carrier's  overall 
H  growth  has  been  phenomenal.   In  1969, 
,vhen  Hanjin  Group  Chairman  Cho 
Zhoong-Hoon  took  over  the  ailing  state- 
;:j>  )wned  Korean  National  Airlines,  renaming 
t  KAL,  it  only  had  one  jet  — a  DC-9 — and 
seven  propeller  aircraft,  and  flew  only  to 
apan  and  Hong  Kong. 

Twenty-six  years  later,  on  March  24, 
:i|995,  KALs  100th  aircraft,  a  B747-400, 
anded  at  Seoul's  Kimpo  Airport,  ushering 
CAL  into  the  ranks  of  the  mega-carriers. 

Hanjin  is  South  Koreas  seventh-largest 
;roup.   It  operates  an  integrated  land/sea/air 
cransportation  network  including  KAL,  an 
jceangoing  container  fleet  and  the  largest 
rucking  service  in  the  country.   It  also  has 
::-r  ubsidiaries  in  construction,  telecommuni- 
jfations,  banking,  insurance  and  securities. 
KAL  President  and  CEO  Cho  Yang-Ho, 
6,  who  is  the  eldest  son  of  Hanjin's  chair- 
nan,  says  KAL  aims  eventually  to  extend  its 
outes  across  the  American  continent  and 
hen  across  the  Atlantic  to  Europe,  thereby 
naking  its  long-cherished  dream  of  offering 
jj  iround-the-world  service  come  true. 
Cho  attributes  KALs  success  to  hard 


work:  "Koreans  are  very  hard-working  peo- 
ple, so  we  work  harder  than  other  airlines, 
and  we  always  prepare  for  the  worst  since 
we  are  a  private  company.  We  don't  expect 
any  government  subsidies  in  the  event  of  a 
downturn,  unlike  some  other  countries'  air- 
lines. We  keep  costs  down  and  our  product 
good,  and  in  the  event  of  a  downturn,  we're 
ready.   We  are  ready  to  survive." 

He  has  also  had  the  foresight  to  invest 
heavily  in  KALs  cargo  division  over  the 
years.   KALs  cargo  terminal  at  Los  Angeles 
International  Airport  is  the  largest  cargo  ter- 
minal on  North  America's  West  Coast, 
while  KAL  owns  and  operates  huge  cargo 
terminals  at  New  York's  JFK  Airport  and 
Tokyo's  Narita  Airport. 

KAL  is  investing  Si 30  million  to  build  a 
massive  air  freight  terminal  at  Beijing 
International  Airport  in  a  joint  venture  with 
China's  Civil  Aviation  Administration. 

Last  year,  KALs  cargo  revenue  rose  16% 
and  contributed  one-third  of  the  airline's 
total  revenues  of  S3. 88  billion.   It  is  now 
the  third-largest  in  the  world  in  terms  of 
international  freight  ton-kilometers. 

At  the  moment,  KAL  sees  China  as  a 
market  with  huge  potential.  KALs  four 
routes  are  very  successful,  with  high  load 
factors  to  Beijing  and  Qindao  due  to 
increasing  South  Korean  busi 
ness  investments  in  China. 

"In  the  future, 
because  of  high 
growth  in  China's 
economy  and  its 
big  population, 
we  expect  a 
good  outbound 
market  from 
China," 
Cho  says. 

China  just 
gave  KAL  permis- 
sion to  fly  through 
its  airspace  to  Moscow 
and  Rome,  enabling 
KAL  to  cut  three  hours  off 
the  trip  and  save  millions  of  dol 


lars  annually  in  fuel  alone. 

KAL  is  negotiating  with  major  airlines  in 
Europe,  Asia  and  North  America  with  new 
deals  in  mind,  and  is  seeking  a  quality 
alliance  with  a  big  U.S.  operator. 

Last  year  KAL  carried  6.4  million  inter- 
national passengers  and  12.6  million 
domestic  ones,  while  competitor  Asiana 
handled  1.5  million  international  and  4.5 
million  domestic  passengers. 

KAL  is  phasing  out  old  aircraft,  which 
will  be  replaced  by  new  B747-400s,  B777s 
and  Airbus  A330s,  reducing  operational 
costs  through  more  efficient  fuel  perfor- 
mance and  lower  maintenance  costs. 

KALs  fleet  today  includes  37  B747s — 
17  of  the  400  series  jets  and  1 1  freighters — 
five  MD-1  Is,  31  Airbus  A300s,  nine  MD- 
82s  and  12  Fokker  F-lOOs. 

On  order  up  to  the  year  2000  are  1 3 
B747-400s,  four  B777Bs,  eight  B777- 
stretches,  seven  Airbus  330s,  two  MD-82s 
and  two  Fokker- 100s. 

With  a  young  fleet,  a  high-quality  prod- 
uct and  an  outbound  tourist  market  that  is 
the  fastest-growing  in  the  world,  not  to 
mention  the  potential  of  the  China  market, 
KALs  future  looks  brighter  than  ever. 
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Towards  ilk 


For  half  a  century,  Hyundai  Business  Group 
has  been  working  towards  a  single  goal.  The 
goal  of  making  this  world  a  more  comfortable 
and  better  place  to  live  for  everyone.  Today  we 
have  earned  a  place  in  your  daily  lives. 


From  chips  to  telecommunications  satellite 
From  a  full  line  of  passenger  cars  to  all  types  < 
commercial  vehicles.  From  subways  to  hie 
speed  trains.  From  infrastructure  to  turn-ke 
base  engineering  and  construction  projects. 
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iteom  super-tankers  to  advanced  LNG 
(irriers.  We've  become  a  part  of  your  lives  in 
ore  than  1 70  countries  around  the  world. 

Ite<  Hyundai,  working  together  to  create 
lovative  synergies,  innovative  products. 


HYUNDAI 

Building  A  Better  World  Through  Innovative  Technology 


out  what  Hyundai  can  do  for  you:  Hyundai  Corporation.  K.P.O.  Box  92.  Seoul.  Korea.  Tel  +  82-2-746-1873,  Fax  +  82-2-741-2341. 
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ASIANA     AIRLINER 

Struggling    Asiana    Airlines    in    the    Black    for   th 
First   Time    in    Seven    Years 


siana  Airlines, 
launched  by  South  Korea's  Kumho  Group 
in  1988,  is  hoping  to  become  a  world-class 
airline  and  one  of  the  best  in  the  industry 
by  the  turn  of  the  century,  with  three  ele- 
ments as  the  keys  to  its  success:  perfor- 
mance, reliability  and  service. 

Asiana  Chairman  Park  Seong-Yawng  is 
greatly  encouraged  by  the  airline's  first  prof- 
it, which  Asiana  produced  last  year  after  los- 
ing nearly  $300  million  in  six  years. 

Its  first  earnings  were  small — 30  billion 
won  ($37.5  million)  over  revenue  of  794.8 
billion  won  ($993.5  million) — but  a  tri- 
umph nonetheless. 

Beginning  this  year,  Asiana  will  be  solid- 
ly in  the  black.   Revenue  is  expected  to  be 
one  trillion  won  ($1.3  billion),  says  the 
chairman's  younger  brother,  Park  Sam-Koo, 
who  is  Asiana's  president  and  CEO. 

At  the  same  time,  Asiana  is  pushing  hard 
to  nearly  double  its  fleet  to  60  aircraft  by 
the  year  2000.   It  has  38  aircraft,  all 
Boeings,  including  six  state-of-the-art  B747- 
400s,  20  B737s,  ten  B767Ps  and  two 
B747Fs,  according  to  President  Park. 

The  upstart  Asiana  boldly  challenged  the 
much  bigger  Korean  Air  (KAL)  and  man- 
aged to  snare  a  third  of  South  Korea's 
domestic  market  and  17.5%  of  the  interna- 
tional traffic  out  of  Seoul.   Last  year,  it  car- 
ried 5.74  million  domestic  passengers  and 
1.98  million  international  passengers. 

Today  Asiana  flies  from  Seoul  to  ten 
cities  in  Japan,  two  in  China,  and  eight 
U.S.  destinations:  Detroit,  Guam,  Hono- 
lulu, Los  Angeles,  New  York,  Saipan,  San 
Francisco  and  Seattle. 

It  also  serves  five  countries  in  Southeast 
Asia,  as  well  as  the  Russian  port  city  of 
Khabarovsk,  not  to  mention  domestic 
flights  connecting  12  cities  across  the 
country. 

Asiana  is  set  to  open  a  new  route  to 
Europe  in  November  and  is  exploring 
new  opportunities  in  Australia  and  the 
Middle  East. 

A  year  ago,  Asiana  signed  a  comprehen- 
sive alliance  with  Northwest  Airlines,  head- 


quartered in 
Minneapolis,  by 
which  the  two 
airlines  went 
into  joint 
operations 
on  all 

transpacific 
routes  and 
started  to 
exchange 
gateway  traf- 
fic into  each 
other's  respec 
tive  domestic  and 
international  route 
networks. 

This  partnership  is  the 
most  comprehensive  of  any  interna- 
tional code-share  agreement  within  the 
Pacific  Rim  to  date,  Park  says. 

"We  are  committed  to  linking  the  Asia 
of  today  with  the  world  of  tomorrow, 
retaining  our  important  traditions  and  her- 
itage as  we  look  to  the  future,  and  offering  a 
bridge  to  the  vast  business  and  travel 
resources  of  all  our  destinations  in  the 
world's  fastest-growing  region,"  says  Park, 
who  boldly  ordered  a  complete  smoking 
ban  on  all  domestic  and  international  flights 
early  this  year. 

"The  reaction  to  the  smoking  ban  is  sur- 
prisingly favorable,"  he  says,  although  he 
appears  rueful  at  having  lost  a  $3  million-a- 
year  cigarette  sales  business  aboard  the 
planes. 

Business  prospects  are  bright  in  Korea  as 
affluent  Koreans  take  vacations  abroad  in 
increasing  numbers.   More  than  three  mil- 
lion Koreans  traveled  overseas  last  year,  and 
that  number  is  expected  to  grow  10%  to 
20%  a  year. 

To  become  a  top  international  airline, 
Asiana  is  striving  to  provide  the  highest- 
quality  service,  and  ensure  maximum  con- 
venience, comfort  and  reliability. 

Kumho  was  founded  in  1 946  when 
Park's  father,  Park  In-Chun,  started  a  two- 
taxicab  business  in  the  southwestern  provin- 


Mr.  Park 

Sam-Koo, 

President  & 
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"We 
are  com- 
mitted to 
linking  the  Asia  of 
today  with  the  world 
of  tomorrow,  retaining 
our  important  tradi- 
tions and  heritage  as 
we  look  to  the 
future." 


cial  city  of  Kwangju,  which  grew  into  the 
country's  largest  intercity  bus  company.  By 
the  1960s,  he  was  making  auto  tires,  steel 
and  consumer  electronics  and  engaging  in 
overseas  construction. 

Kumho  today  is  that  nation's  1 1th- 
largest  business  conglomerate,  running  24 
subsidiaries,  including  chemicals  and 
petrochemicals,  with  annual  revenues  of 
$3.5  billion. 

Asiana,  however,  will  soon  become 
Kumho's  top  core  business,  Park  says. 

His  immediate  goal?  To  see  Asiana 
named  by  Air  Transport  World  as  Airline  of 
the  Year  in  1998,  when  Asiana  celebrates  its  j 
tenth  anniversary. 


Ssangyong:  Reliability 

in  a  variety  of  business  circles. 


A  corporation's  survival  depends  on  its  reputation  for 
reliability. 

Ssangyong  has  a  56-year  history  of  reliability. 
Partners  in  more  than  120  countries  depend  on 
Ssangyong  and  we're  doing  our  best  to  meet  their  needs. 

Ssangyong's  reputation  in  the  fields  of  international 
trade,  engineering  and  construction,  automobiles, 
cement,  oil  refining,  investment  and  securities,  heavy 
industries  and  machinery,  paper,  insurance,  shipping 
and  information  systems  has  resulted  in  total  sales  of 
US$19  billion  in  1994 


Our  capital  and  technical  cooperation  with 
Mercedes-Benz,  the  capital  venture  with  Saudi 
Arabia's  Aramco  and  the  construction  of  over  7,000 
deluxe  hotel  guest  rooms  in  the  Pacific  Rim  are  just  a 
few  examples  of  our  successful  partnerships. 

These  days,  when  reliable  business  partners  are  hard 
to  find,  you  need  a  corporation  that  builds  reliability 
in  a  variety  of  business  circles. 

We're  looking  forward  to  talking  business  with  you. 


Ssangyong 
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The  supreme  irony  of  World  War  II— and  its  great  lesson- 
is  that  the  slaughter  was  brought  on 
by  pacifism  as  much  as  by  militarism. 


An  unnecessary 


By  Thomas  Sowell 
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At  last! 

After  six  years, 
with  the  final 
outcome  some- 
times in  doubt, 
WWII  ended  with 
the  formal  surren- 
der of  Japan  on 
the  deck  of  the 
U.S.S.  Missouri 
50  years  ago  this 
Sept.  2. 


World  War  II  was  both  the  most 
necessary  and  the  most  unnecessary  of 
wars.  It  was  desperately  important  to 
win  that  war — and  the  Western  de- 
mocracies came  desperately  close  to 
losing  it — because  the  victory  of  Hit- 
ler and  his  allies  would  have  meant  the 
end  of  anything  with  any  moral  pre- 
tense to  civilization,  however  much 
modern  technology  might  have  sur- 
vived to  serve  such  purposes  as  mass 
exterminations  of  whole  peoples. 

Yet  World  War  II  was  unnecessary 
in  the  sense  in  which  Winston  Chur- 
chill said  of  it  at  the  end:  "There  was 
never  a  war  in  all  history  easier  to 
prevent  by  timely  action  than  the  one 
which  has  just  desolated  such  great 
areas  of  the  globe."  The  reason  why 
the  war  was  not  prevented  had  much 
to  do  with  the  reason  why  the  West 
came  so  close  to  losing  it.  A  whole 
vision  of  war  and  peace  was  involved 
then,  and  that  vision  is  still  alive  and 
well  today,  unchastened  by  its  monu- 
mental failures  in  the  years  leading  up 
to  the  Second  World  War.  Perhaps 
the  supreme  irony  of  that  war  was  that 
pacifism  helped  bring  it  on  and  it  was 
finally  ended  by  the  most  destructive 
weapon  in  history — the  atomic 
bomb — produced  because  of  a  paci- 
fist, Albert  Einstein. 

Why  was  World  War  II  unneces- 
sary? Because  the  nations  attacked 
had  vastly  greater  military  potential 
than  the  aggressor  nations — and  the 
aggressors  were  well  aware  of  it.  But 
the  weakness,  vacillations  and  disar- 
mament of  the  democratic  nations 
convinced  the  aggressor  nations 
that  they  could  be  conquered  or 
neutralized  before  they  could  get 
ready  to  fight. 

Hitler  had  no  illusions  that  Germa- 
ny could  fend  off  even  France  alone 
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when  he  committed  the  crucial  viola- 
tion of  the  Treaty  of  Versailles  in  1936 
by  remilitarizing  the  Rhineland.  He 
said  at  the  time:  "We  shall  now  see 
whether  or  not  the  French  have  real 
statesmen;  if  so  they  will  not  give  us 
time,  and  will  fall  upon  us."  His 
troops  had  orders  to  retreat  at  the  first 
sign  of  French  military  action,  such 
was  the  balance  of  military  power  at 
the  time.  Hitler's  daring  gamble, 
which  visibly  unnerved  his  own  gen- 
erals, was  based  on  his  assessment  of 
France's  lack  of  will. 

The  Japanese  were  equally  aware 
that  they  were  no  match  for  the  Unit- 
ed States  militarily  when  they 
bombed  Pearl  Harbor.  They  gambled 
that  Americans  did  not  have  what  it 
takes  to  stay  the  course  for  a  long  and 
difficult  war.  A  generation  later,  that 
gamble  might  have  paid  off. 

The  German  remilitarization  of 
the  Rhineland  in  1936  was  what 
made  the  rest  of  the  Nazi  program  of 
aggression  possible.  The  Treaty  of 
Versailles  required  Germany  to  keep 
all  troops  and  military  installations 
out  of  its  own  industrial  RJiineland, 
as  a  way  of  offsetting  Germany's  de- 
mographic, industrial  and  military 
advantages  over  France  and  other 
European  nations.  With  its  own  in- 
dustrial heartland  defenseless,  Ger- 
many could  never  launch  an  attack 
on  France,  or  on  any  other  country 
allied  with  France,  because  the 
French  army  could  march  into  the 
Pvhineland  unopposed  and  paralyze 
German  industry.  All  sides  recog- 
nized that  this  was  the  key  to  keeping 
the  peace  and  that  remilitarization  of 
the  PJiineland  opened  the  road  to 
war.  The  only  question  was  what  the 
West  was  going  to  do  about  it. 

The  answer,  as  Hitler  guessed,  was 
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World  War  II 


London  burning 

The  first  truly  total  war,  with  the  Allies  at  first  getting  the  worst  of  it. 


that  they  were  going  to  do  nothing 
about  it.  More  was  involved  than  an 
isolated  failure  of  nerve,  however. 
Two  very  different  visions  of  war  and 
peace  have  coexisted  in  the  Western 
world  for  at  least  two  centuries.  One 
vision  sees  the  road  to  peace  as  being 
through  disarmament  and  compro- 
mises of  international  differences. 
This  vision,  which  has  long  been  that 
of  the  Western  intelligentsia,  speaks 
softly  and  doesn't  carry  a  big  stick. 
This  was  the  vision  that  prevailed  in 
both  intellectual  and  political  circles 
within  the  Western  democracies  be- 
tween the  two  world  wars. 

British  Prime  Minister  Neville 
Chamberlain  came  to  symbolize  this 
vision  as  he  presided  over  a  scries  of 
diplomatic  fiascoes  which  led  to  up  to 
the  war.  However,  he  was  not  unique 
but  was  in  fact  highly  representative  of 
his  era. 

Long  before  Chamberlain  became 
prime  minister,  there  were  a  whole 
series  of  international  disarmament 
conferences,  beginning  with  the 
Washington  naval  agreement  of 
192 1 ,  in  which  Britain  and  the  United 
States  restrcted  their  own  naval 
strength,  while  Japan  agreed  to  "re- 
strictions" far  in  excess  of  its  existing 
naval  strength  or  the  strength  that  it 
could  reach  in  the  near  future.  Now 
long- forgotten  international  confer- 
ences at  Geneva,  Locarno  and  Lau- 
sanne generated  not  only  pious  agree 


ments  but  also  fervent  hopes  that 
peace  could  be  kept  with  words. 

The  opposite  vision  sees  peace  as 
being  primarily  a  result  of  successfully 
deterring  war.  "No  peace  keeps  it- 
self' is  the  way  Professor  Donald 
Kagan  of  Yale  expressed  this  vision  in 


his  recent  book,  On  the  Origins  of 
War.  Two  centuries  earlier,  John  Jay 
said  in  The  Federalist,  "nations  will  in 
general  make  war  whenever  they  have 
a  prospect  of  getting  anything  by  it." 
From  this  perspective,  war  is  what  to 
expect  when  there  is  insufficient  mili- 
tary deterrence.  Winston  Churchill 
represented  this  vision,  but  in  the 
1930s  he  represented  it  as  a  back- 
bencher in  Parliament  and  a  voice  in 
the  wilderness.  He  was  not  merely 
opposed  but  ignored  or  derided. 

None  of  this  was  peculiar  to  Britain. 
Pacifism  triumphed  in  the  United 
States  even  more  thoroughly.  Ameri- 
can aloofness  from  the  League  of 
Nations  has  often  been  cited  as  a 
factor  reducing  the  military  credibility 
of  the  League  as  a  force  for  peace. 
However,  it  is  questionable  how 
much  the  United  States  would  have 
added  militarily  because,  between  the 
two  world  wars,  the  U.S.  became  one 
of  the  most  completelv  disarmed 
great  nations  in  all  of  history. 

The  total  number  of  American 
military  personnel  on  active  duty  fell 
below  a  quarter  of  a  million  in  the 
early  1930s — and  kept  falling.  The 
army's  budget  was  cut  in  half  in  1934 


Luftwaffe's 
nemesis 
Developed  on 
the  eve  of  the  war 
with  money 
wrung  from  a  reluc- 
tant Parliament, 
these  Spitfires 
handed  the  Ger- 
mans their  first 
serious  defeat, 
in  the  aerial 
Battle  of  Britain. 
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Neville  Chamberlain  with  Adolf  Hitler  Winston  Churchill 

Peace  at  any  price  brought  war.  "Blood,  sweat  and  tears"  brought  victory. 


to  help  finance  New  Deal  social  pro- 
grams. The  American  army  was  ex- 
ceeded in  size  by  the  armies  of  15 
other  nations,  including  Greece  and 
Portugal.  Moreover,  even  this  skele- 
tal military  force  did  not  have 
enough  weapons  to  go  around. 
Some  American  troops  trained  with 
wooden  guns  and  with  mock-ups  of 
tanks  and  cannon.  If  pacifism  pre- 
vented war,  there  would  never  have 
been  a  Pearl  Harbor. 

When  war  came,  the  Western  de- 
mocracies found  themselves  danger- 
ously unprepared.  Neville  Chamber- 
lain, who  had  resisted  military  expen- 
ditures as  chancellor  of  the 
exchequer,  found  himself  with  inade- 
quate defenses  as  prime  minister. 
France,  the  most  heavily  armed  of  the 
Western  democracies,  was  also  the 
most  lacking  in  effective  leadership 
and  in  the  will  to  fight.  This  historic 
nation,  which  had  fought  doggedly  in 
the  trenches  against  the  Germans  for 
four  long  years  in  the  First  World 
War,  collapsed  in  just  six  weeks  of 
fighting  in  the  spring  of  1940. 

With  France  gone,  no  one  expected 
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Britain  to  survive  the  Nazi  onslaught. 
Churchill  himself,  on  the  night  when 
he  became  prime  minister,  confided 
to  his  chauffeur:  "I  hope  that  it  is  not 
too  late.  I  am  very  much  afraid  that  it 
is.  We  can  only  do  our  best."  He  had 
tears  in  his  eyes  as  he  spoke. 

The  Nazi  blitzkrieg  had  already 
overwhelmed  Poland,  France,  Nor- 
way, Belgium  and  Holland  in  swift 
succession.  Had  Britain  also  fallen 
and  the  Nazis  gotten  control  of  the 
British  navy,  the  position  of  the  Unit- 
ed States  would  have  become  all  but 
impossible.  We  now  know  that  Hitler 
had  the  U.S.  on  his  list  for  attack  in 
1943,  but  the  Japanese  jumped  the 
gun  when  thev  bombed  Pearl  Harbor 
in  1941. 

Control  of  the  air  over  Britain  was 
crucial  for  an  invasion  of  the  island  by 
the  Nazis.  The  ''battle  for  Britain,'"  as 
Churchill  aptly  called  it,  raged  nightly 
between  the  Roval  Air  Force  and  the 
bombers  of  the  Nazi  Luftwaffe.  It  was 
in  fact  a  battle  for  civilization,  because 
nothing  civilized  could  survive  in  a 
world  under  the  heel  of  the  Nazis  and 
their  equally  brutal  allies  in  Japan. 
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U.S.  artillery,  1938 

While  Germany  was  creating  panzer  divisions  and  powerful  howitzers,  the  U.S.  Army  still  had  horse-drawn  cannon. 


The  Nazi  Holocaust  against  the 
Jews  has  left  its  indelible  mark  of 
infamy  in  the  history  books,  but  other 
mass  atrocities  against  other  people, 
both  by  the  Nazis  and  especially  by 
the  Japanese,  have  tended 
to  fade  from  memory.  Ja- 
pan has  never  publicly  ac- 
knowledged to  its  own  peo- 
ple, or  to  the  world,  the 
atrocities  it  committed  all 
over  Asia,  as  post  Nazi  Ger- 
many did  in  the  years  fol- 
lowing the  end  of  World 
War  II.  This  war  was  not 
just  another  war.  The  Na- 
zis, with  the  Japanese  not 
far  behind  them,  made  it  "a 
revolution  against  the  mor- 
al basis  of  civilization"  and 
a  "revolution  against  the 
human  soul,"  as  Time  mag- 
azine put  it. 

A  thousand  young  men 
in  their  fighter  planes  over 
England,        outnumbered 


and  exhausted,  but  fighting  for  their 
homeland,  shot  down  enough  enemy 
planes  to  keep  Britain  alive  and  to 
force  postponement  of  the  Nazi  inva- 
sion that  was  expected  at  any  mo- 


King  Leopold  III  of  Belgium 

Hoping  to  placate  Hitler,  he  refused  staff  talks  with  the  Allies 


ment.  They  bought  time,  not  only  for 
Britain,  but  also  for  an  almost  totally 
disarmed  United  States  to  begin  to 
build  its  military  forces. 

On  the  ground,  the  high  price  of 
prewar  pacifist  rhetoric  and 
policies  continued  to  be 
paid  with  the  blood  and 
lives  of  British  and  Ameri- 
can fighting  men,  fighting 
gallant  but  losing  battles 
around  the  world  against 
better  armed,  better 
equipped  and  battle-hard- 
ened German  and  Japanese 
military  forces.  Japan's 
modern  navy  and  well- 
armed  troops  swept  down 
across  Southeast  Asia  with  a 
speed  reminiscent  of  the 
Nazi  blitzkreig  in  Europe. 
Filipinos,  Malays,  Indone- 
sians and  other  Southeast 
Asians  fell  victim  to  Japa- 
nese conquest  and  atroc- 
ities, which  rivaled  those  of 
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Mein  Kampf 

Germany  advertised  her  growing  military  might,  hoping— with  some  success— to  awe  the  democracies  into  acquiescence. 


their  Nazi  allies,  whose  armies  were 
storming  across  Eastern  Europe  and 
plunging  deep  into  the  Soviet  Union. 

The  military  vulnerability  of  the 
United  States  after  losing  several  bat- 
tleships of  its  Pacific  fleet  at  Pearl 
Harbor  quickly  became  painfully  ap- 
parent in  many  ways.  The  swift  and 
brutal  Japanese  conquest  of  the  Phil- 
ippines was  one  of  the  most  obvious 
examples.  But  the  West  Coast  of  the 
United  States  itself  was  so  vulnerable 
that  a  Japanese  submarine  surfaced  off 
the  southern  California  coast  and 
sank  two  tankers  within  sight  of  horri- 
fied civilians  on  shore — and  with  no 
response  whatever  from  American  na- 
val or  military  forces.  The  head  of  the 
American  naval  forces  confided  to 
then  California  attorney  general  Earl 
Warren  that  there  was  nothing  he 
could  do  about  it. -The  ancient  planes 
under  his  command  would  have  re- 
quired hours  of  repair  work  just  to  get 
them  in  condition  to  take  off. 

American    soldiers    fighting    for 


their  lives  against  the  Japanese  in  the 
Philippines  were  likewise  using  obso- 
lete rifles  left  over  from  the  First 
World  War  and  grenades  so  old  that 
most  did  not  go  off.  The  hideous 

Had  Britain  fallen,  the 
position  of  the  U.S.  would 
have  been  dire.  Hitler  had 
the  U.S.  on  his  list  for 
attack  in  1943,  but  the 
Japanese  jumped  the  gun  when 
they  bombed  Pearl  Harbor. 


atrocities  suffered  by  both  American 
and  Filipino  prisoners  of  war  after  the 
Japanese  conquered  the  Philippines 
were  part  of  the  high  price  paid  for 
the  prewar  moral  preening  of  paci- 
fists that  had  made  it  politically  im- 
possible to  provide  American  fight- 
ing men  with  the  weapons  needed  to 


defend  themselves. 

It  was  halfway  through  World 
War  II  before  the  industrial  produc- 
tion and  the  belated  rearmament  of 
the  United  States  began  to  turn  all  of 
this  around.  Not  only  were  Ameri- 
can troops  now  better  equipped, 
British  and  Russian  military  forces 
were  also  being  supplied  with  vast 
amounts  of  war  materiel  from  the 
United  States. 

Amid  all  the  celebrations  of  the 
fiftieth  anniversary  of  victory  in  World 
War  II,  let  us  never  forget  how  close 
the  Western  democracies  came  to  be- 
ing defeated — or  what  a  horror  it 
would  have  been  for  the  whole  w orld 
if  thev  had  lost.  Nor  should  we  ever 
forget  what  policies  and  illusions 
brought  the  Western  nations  to  the 
brink  of  catastrophe. 

Those  illusions,  today  mixed  with 
a  barely  concealed  hostility  to  West- 
ern civilization,  have  spawned  a 
whole  trend  of  revisionist  history, 
which   is   not   concerned   with   the 
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Humiliation 
For  these  U.S. 
soldiers  captured 
in  the  Philip- 
pines in  1942,  sur- 
render was  just 
the  beginning  of 
the  price  they 
paid  for  U.S.  un- 
preparedness. 


No  more  war! 
"The  Yanks  are 
not  coming" 
expressed  the 
overwhelming  sen- 
timent in  the  U.S. 
at  the  beginning 
of  WWII.  But  it 
takes  two  to  keep 
the  peace. 


historic  achievement  that  saved  civi- 
lization in  the  world,  and  is  more 
intent  on  denigrating  the  West  in 
general  and  the  United  States  in 
particular.  Symbolic  of  this  mindset 
have  been  the  annual  pilgrimages  to 
Hiroshima  and  Nagasaki  to  de- 
nounce the  dropping  of  atomic 
bombs  on  those  cities. 

The  revisionist  line  is  that  Japan  was 
"ready  to  surrender"  anyway  .md  that 
the  bombs  were  dropped  tor  mere 
vengeance,  or  because  the  Japanese 
were  of  another  race,  or  tor  a  variety  of 
other  dishonorable  reasons.  What 
matters  is  whether  Japan  was  prepared 
to  make  peace  in  1945  on  the  terms 
being  offered,  which  were  "uncondi- 
tional surrender."  Those  terms — or 
something  close  to  them,  since  the 
Allies  did  relent  to  the  extent  of  allow- 
ing the  emperor  to  remain  titular  head 
of  state — were  essential  to  the  historic 
transformation  of  Japan  that  has  kept 
it  a  peaceful  nation  for  half  a  century, 
despite  its  many  wars  of  aggression 
against  Russia,  Korea,  Manchuria, 
China,  the  United  States  and  South- 
east Asian  nations  in  the  preceding 
half-century. 

As  in  Germany,  the  Western  de- 
mocracies rid  themselves  of  a  historic 
and  dangerous  enemy  in  Japan  in  the 
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best  way  possible — by  turning  it  into  a 
democratic  and  peaceful  nation.  This 
enormous  achievement,  for  the  West 
and  for  the  world,  depended  on  occu- 
pation and  control  of  a  whole  society, 
not  simply  its  military  capitulation.  In 
short,  the  question  is  not  whether 
Japan  was  "ready"  to  make  peace 
before  the  atomic  bombs  were 
dropped,  as  revisionist  historians 
claim,  but  whether  the  Japanese  gov- 
ernment was  prepared  to  make  peace 


under  the  terms  offered — which  is  to 
say,  the  terms  that  made  a  lasting 
peace  possible. 

With  the  fiftieth  anniversary  of 
the  end  of  World  War  II  being 
celebrated  this  month,  we  must  also 
recognize  that  this  war  became  nec- 
essary only  because  the  democratic 
nations  left  themselves  dangerously 
vulnerable.  The  cost  of  such  vulner- 
ability is,  of  course,  even  greater  in 
a  nuclear  age.  M 
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Lies, 
damned  lies 

J%       Doctors,  journalists  and  health  food  vendors  have  us 
'J  tm\  il      scared  to  death  about  what  we  eat,  drink  and  breathe. 
C&JLm%#'     But  most  ot  their  studies  couldn't  pass  Statistics  101. 

medical  statistics 


By  Philip  E.  Ross 

In  THE  1973  MOVIE  Sleeper,  Woody  Allen  plays  a  health 
food  salesman  who  comes  out  of  suspended  animation  in 
the  year  2 1 73  and  calls  for  wheat  germ,  organic  honey  and 
tiger's  milk.  His  puzzled  doctor  asks  a  colleague  why 
people  had  once  preferred  such  sludge  to  steak, 
cream  pies,  hot  fudge  and  deep  fat.  "Those  were 
thought  to  be  unhealthy,"  the  colleague 
replies,  "precisely  the  opposite  of  what  we 
now  know  to  be  true." 

Life  imitates  art.  Twenty  years  too 
late,  those  of  us  weaned  from  real 
butter   to   oily    margarine    suddenly 
learn  that  the  synthetically  solidified 
oils  of  margarine,  known  as  trans- 
fatty  acids,  were  worse  for  our  arter- 
ies than  any  fat  found  in  nature.  You 
would  have  been  better  off  enjoying 
nature's  spread,  after  all.  Just  because 
something  tastes  good  doesn't  mean 
it's  bad  for  you. 

Such  flip-flops  in  the  history  of  health 
advice  are  the  rule  rather  than  the  exception. 
Today's  bad-for-you  was  probably  once  a  good-for-you — 
and  vice  versa.  Vet  every  new  headline  sends  millions  off  on 
a  search  and  destroy  mission  in  the  pantry  or  a  panicky 
visit  to  the  doctor.  We  have  become  a  nation  of  nervous 
Nellies,  ready  to  give  up  eating  pleasures  at  the  drop  of  a 
medical  report. 

Mercury-laden  fish  is  killing  us,  then  coffee,  then  eggs, 
then  it's  too  much  chlorine  in  water,  then  it's  too  little. 
Even  other  people's  pleasures  are  supposed  to  be  danger- 
ous for  us,  like  secondhand  smoke. 

Strange,  isn't  it.  We  are  living  longer  and  healthier  and 
are  better  nourished  than  ever  before,  yet  imagine  our- 
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selves  beset  with  poisons  and  cancer-causing  substances. 

It's  time  for  us  to  recognize  that  a  whole  industry  exists 
to  invent,  propagate  and  then  alleviate  health  scares. 
Medical  schools  get  their  grant  money  by  publishing 
studies,  the   New  England  Journal  of  Medicine 
makes  a  Hying  publishing  them,  popularizers 
make  a  nice  living  rewriting  medical  journal 
discoveries  as  books  and  articles.  A  large 
segment  of  the  grocery  products  indus- 
try makes  it  a  business  to  sell  so-called 
health  foods.  Ever  notice  all  the  intel- 
ligent-looking folks  carefully  scruti- 
nizing the  fine  print  "nutritional" 
information  on  cereal  boxes,  jam  jars 
and  soup  cans? 

We're  not  against  folks  making  an 
honest  dollar  touting  healthy  diets, 
but  as  a  publication  with  a  healthy 
respect  for  statistics,  we  can't  resist 
looking  down  our  editorial  nose  at  some 
of  the  statistical  contortions  hiding  be- 
hind these  scares. 
Let's  start  with  the  most  amazing  flip-flop  of  recent 
years:  alcohol.  As  the  once  aristocratic  dry  martini  gave 
way  to  a  glass  of  white  wine,  young  Americans  came  to 
drink  much  less  than  their  parents  and  grandparents  had. 
It  had  even  become  hip  for  some  to  teetotal.  Then,  last 
year,  a  group  affiliated  with  the  Harvard  School  of  Public 
Health  recommended  that  we  consider  taking  a  glass  of 
wine  a  day.  The  libation  was  to  be  part  of  the  Mediterra- 
nean Diet — so  called  because  it  mimics  the  low-meat, 
olive-oil-rich,  wine-soaked  regimen  of  southern  Europe, 
where  heart  disease  is  relatively  rare.  Further  supporting 
evidence  came  from  laboratory  findings  that  alcohol  raises 
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levels  of  high-density  lipoprotein,  the  "good"  cholesterol 
that  rids  the  body  of  the  artery-clogging  kind. 

Pass  the  bottle?  Not  so  fast.  The  trouble  with  most  of 
these  medical  studies  is  that  they  look  at  a  few  factors  in 
isolation.  Okay,  a  little  booze  is  good  for  your  heart.  But 
what  does  it  do  for  your  chances  of  suffering  cancer, 
stroke,  cirrhosis  of  the  liver  or  your  chances  of  ending  off 
the  road  in  an  overturned  car? 

The  moral  of  the  story  is:  Drink  if  you  like,  but  not 
because  it  will  make  you  live  longer. 

In  fact,  the  New  England  Journal  of  Medicine — whose 
editorials  continue  to  endorse  the  new  drink-a-day-keeps- 
the-doctor-away  regimen — published  a  study  in  June 
showing  that  alcohol  can  raise  blood  pressure  significantly. 


You  can't  make  sense  of  such  conflicting  reports. 

Aren't  medical  journal  articles  peer-vetted,  scientific 
and  therefore  unimpeachable?  Don't  believe  it.  A  land- 
mark 1972  article  in  the  journal  Pediatrics  almost  single- 
handedly  created  an  industry  of  sudden-infant-death  pre- 
vention. A  cluster  of  five  cases  in  one  upstate  New  York 
family  supposedly  showed  that  there  was  a  genetic  compo- 
nent to  the  syndrome;  prevention  included  monitoring 
devices  and  varying  advice  for  positioning  sleeping  babies 
in  the  crib. 

Whoops.  Turns  out  that  that  New  York  mother  mur- 
dered her  five  children.  Pediatrics  ran  a  retraction  some 
20  years  later.  By  then  moms  and  dads  had  lost  a  lot  of 
sleep  unnecessarily. 
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Health  scare 


Expect  more  such  non- 
sense, because  of  the  in- 
herent limitations  in  the 
epidemiology  of  nonin- 
fectious disease.  Scientists 
could  devise  an  experi- 
ment that  would  really 
prove  whether  low  doses 
of  secondhand  smoke 
hurt  children,  but  the  ex- 
periment would  be  uneth- 
ical. To  really  know 
whether  exercise  makes 
people  live  longer,  experi- 
menters would  have  to 
randomly  select  1 ,000 
subjects  and  regiment 
their  even,'  waking  mo- 
ment for  decades. 

In  default  of  such  seri- 
ous studies,  distrust  most 
sweeping  conclusions 
linking  diet  and  health. 
Yes,  you  can  prove  statisti- 
cally that  people  who  exercise  live  longer.  But  the  conclu- 
sion— that  exercise  is  good  for  you — may  put  the  cart 
before  the  horse.  Think  about  it.  Are  people  healthy 
because  they  exercise?  Or  do  they  exercise  because  they  are 
healthy?  The  bare  correlation  proves  nothing.  Physiologi- 
cal and  other  evidence  leads  many  doctors  to  conclude 
exercise  helps.  But  even  here,  there's  no  clear  proof. 

The  mass  media  purvey  health  scare  stories  breath- 
lessly, treating  each  new  paper  in  isolation  from  the  ones 
that  came  before.  Even  if  the  researchers  concede  that 
there  are  limitations  to  the  validity  of  the  study,  the  media 
usually  bury  the  caveat.  "You  reporters  take  at  face  value 
everything  the  scientists  tell  you — something  you  would 
never  think  of  doing  if  the 

source      were      industry  t^^^B^K^BHM 

or  the  government," 
grouses  one  prominent 
epidemiologist. 

There's  too  much  at 
stake  tor  the  health  scare 
industry  to  admit  to  the 
shortcomings  of  epidemi- 
ology. The  Berkeley,  Har- 
vard, Johns  Hopkins, 
Tufts  and  University  of 
Texas  medical  schools  are 
raising  money  by  publish- 
ing health  tip  newsletters 
for  the  general  public. 
The  Journal  of  the  Ameri- 
can Medical  Association 
takes  in  $17  million  in 
advertising  a  year.  Jane 
Brolly's  Good  Food  Book: 
Living  the  High  Carbohy- 
drate Way  ( 1985)  is  in  its 
tenth    printing.    Sales    of 


prepared  foods  making 
health  claims  ("low-fat," 
"no  sugar  added,'1  "low 
sodium")  account  for 
$23  billion  a  year. 

Let's  go  back  to  the 
butter/margarine  argu- 
ment. In  1993  a  group  at 
Harvard  linked  trans-fatty 
acids  to  heart  disease, 
adding,  a  year  later,  that 
the  synthetic  fats  may  be 
responsible  for  an  extra 
30,000  deaths  a  year  in 
the  U.S.  Margarine,  of 
course,  is  full  of  vegetable 
oil  hardened  by  a  process 
called  hydrogenation — 
which  produces  trans-fat- 
ty acids.  The  next  year, 
margarine  sales  dropped 
8.2%  by  volume,  and  but- 
ter sales  rose  1.4%. 

Take  eggs.  "You'd 
think  there  were  half  a  dozen  studies  saving  to  avoid  eggs," 
says  Walter  C.  Willett  of  the  Harvard  School  of  Public 
Health.  "Guess  how  many  there  were?  When  we  started 
looking  at  this  question,  zero.  Now  there's  still  very  little 
information.  No  one's  even  shown  it  in  an  observational 
study  [one  where  you  compare  people  who  say  they  eat 
eggs  with  people  who  say  they  don't].  The  recommenda- 
tion was  based  only  on  reasoning  that  cholesterol  in  diet 
affects  blood  cholesterol,  and  that  eggs  have  cholesterol." 
Tell  that  to  the  chicken  farmers.  They've  watched  choles- 
terol-spooked consumers  cut  their  egg  consumption  from 
a  peak  of  402  eggs  per  capita  in  1945  to  238  today. 
The  old  eggs-are-bad  theory  was  built  on  a  pretty  weak 

connection,  that  choles- 
terol in  foods  affects 
blood  cholesterol.  But  the 
fact  is  that  genetic  make- 
up is  far  more  important 
than  consumption  of  cho- 
lesterol in  determining 
blood  cholesterol  levels. 
Meanwhile,  millions  of 
children  who  could  bene- 
fit from  the  cheap  protein 
in  eggs  are  being  shooed 
away  from  it. 

Then  there's  the  outra- 
geous campaign  against 
"passive"  smoking.  Some 
studies  have  purported  to 
show  that  people  exposed 
to  other  people's  smoke- 
are  more  prone  to  lung 
cancer  than  the  general 
population.  The  statistics 
are  dubious.  So-called 
passive      smokers     often 


132 


Forbes  ■  August  14,  1995 


So  what  should  I  do? 


Confronted  with  a  bliz- 
zard of  conflicting  advice 
about  diet  and  health, 
you  might  either  go  crazy 
trying  to  follow  it  all  or 
throw  up  your  hands  in  ex- 
asperation, pour  yourself 
another  beer  and  slump  in 
front  of  the  TV  set  with  a 
bowl  of  greasy  potato  chips. 

No,  don't  do  that,  ei- 
ther. Here's  a  middle 
ground:  Take  some  of  the 
advice  seriously.  Herewith 
a  brief  compilation  of 
health  advice  according  to 
whether  it  is  well  proven, 
in  "maybe'''  territory  or 
probabiy  garbage. 

True 

■  Smoking  is  bad  for  you. 
Period.  The  evidence  is 
clear  on  this  one,  no  mat- 
ter what  the  tobacco  com- 
pany statisticians  say. 

■  Heaw  drinking  is  bad 
for  vou.  Enough  alcohol  to 
make  you  tipsy,  if  con- 
sumed every  day,  will  great- 
ly raise  your  chances  of 
cirrhosis,  cancer  and — in 
many  people — high 
blood  pressure. 

■  Sun  is  bad  for  you.  Al- 
though you  needn't  shield 
yourself  in  lead  foil  every 
time  you  go  outside,  sun 
block  and  a  hat  will  lower 
your  risk  of  getting  skin 
cancer.  Use  ultraviolet- 
proof  sunglasses  to  ward  off 
cataracts. 

Maybe 

■  A  little  alcohol — a 
drink  a  day — can  lower 
your  risk  of  coronary  ar- 
tery disease.  However, 
whether  it  is  wise  to  act 

on  this  correlation  depends 
on  whether  light  drinking 
increases  your  risk  of  some- 
day becoming  a  heaw 
drinker.  It  probably  does, 
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and  that  probably  elimi- 
nates the  statistical  benefit 
of  light  drinking. 

■  Overeating  is  bad  for 
you.  Obese  people  definite- 
ly don't  live  as  long  as 
others.  But  no  one  has  real- 
ly proved  that  losing 
weight  will  lengthen  life 
expectancy. 

■  Saturated  fats  seem  to 
contribute  to  hardening  of 
the  arteries.  If  you  are  at 
high  risk  for  heart  disease, 
maybe  you  should  cut 
back  on  these  foods.  But  if 


Here's  what's  probably 
going  on.  Some  people  are 
genetically  sensitive  to 
salt  and  would  benefit  from 
a  low-salt  diet.  A  lot  of 
people  aren't  sensitive  and 
gain  nothing.  There's  no 
easy  way  to  know  which 
group  you  fall  into. 

Our  advice:  You  will 
probably  do  yourself  no 
harm  avoiding  salty 
snacks,  and  you  might  do 
some  good. 
■  Fruits  and  vegetables 
may  lower  vour  chance  of 


you're  not  a  high-risk 
case,  there  is  no  direct  evi- 
dence that  such  a  dietary 
change  will  improve  your 
life  span. 

■  Salt  may  raise  your 
blood  pressure.  Circum- 
stantial evidence  from 
cross-cultural  studies  sug- 
gests that  it  may  contrib- 
ute to  hypertension.  On  the 
other  hand,  attempts  to 
reduce  blood  pressure  by 
means  of  low-salt  diets 
have  been  disappointing. 


getting  cancer.  It  could 
be  that  vegetables  contain 
antioxidants,  which  sop 
up  a  chemically  active  form 
of  oxygen  that  seems  to 
cause  cell  damage.  Or  it 
could  be  that  vegetables 
themselves  don't  do  a 
blessed  thing;  the  con- 
nection to  cancer  might 
merely  be  that  vegetable 
eaters  consume  less  fat  and 
fat  contributes  to  cancer. 
Recent  studies  of  the  most 
likely  antioxidants — vita- 


mins C,  E  and  A — have 
produced  mixed  results. 

Bunk 

■  There's  no  evidence 
that  eggs  are  bad  for  you . 
You  gain  nothing  by  giv- 
ing them  up  in  favor  of  oth- 
er forms  of  saturated  fat. 
Even  researchers  who  en- 
dorse the  current  wisdom 
on  saturated  fat  say  that  an 
egg  a  day's  not  bad.  Be- 
sides, they  contain  high- 
quality  protein  and 
they're  cheap. 

■  It's  not  wise  to  eat  mar- 
garine. It  turns  out  that 
butter's  naturally  saturat- 
ed fat  isn't  as  bad  as  the 
artificial  trans-fat  in  most 
margarines. 

■  Fish  oil  isn't  the  heart 
panacea  it  was  billed  to  be. 
The  fish/heart  connec- 
tion was  debunked  in  re- 
cent years.  No  wonder: 
One  of  the  original  study 
groups  was  Greenlandic 
Eskimos,  who  differ  from 
us  in  a  whole  lot  of  ways 
besides  diet. 

■  There's  no  good  evi- 
dence that  low-frequency 
electromagnetic  waves 

( from  power  lines  and 
toasters)  cause  cancer. 

■  There's  no  evidence 
that  a  cup  or  two  a  day  of 
coffee  is  bad  for  you. 
Again  and  again,  attempts 
to  deny  us  this  humble 
pleasure  by  means  of  a  sta- 
tistical survey  have  been 
overturned. 

■  The  epa's  conclusion 
that  3,000  people  a  year  die 
from  secondhand  smoke 

is  disputed  by  reputable 
epidemiologists.  If 
there's  a  connection  be- 
tween secondhand 
smoke  and  cancer,  it's  an 
extremely  faint  one 

-P.E.R.  ma 
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share  a  lot  of  things  besides  their  neighbors'  smoke — like 
genetic  heritage  and  social  class  (Forbes,  Jan.  31,  1994). 
Both  are  extremely  relevant  to  cancer  risk. 

In  other  words,  the  1992  declaration  by  the  Environ- 
mental Protection  Agency  that  secondhand  smoke  kills 
maybe  3,000  Americans  a  year  is  simply  not  credible. 

Some  people  even  take  seriously  the  fanciful  connection 
between  high-tension  electric  wires  and  "cancer  clusters," 
a  scare  promoted  by  journalist  Paul  Brodeur  in  the  New 
Yorker  in  1992  and  in  a  book  in  1993.  Most  epidemiolo- 
gists dismiss  his  scientific 
claims.  "It's  just  garbage 
epidemiology,"  says  Pro- 
fessor James  Enstrom  of 

UCLA. 

Are  lefties  condemned 
to  short  lives?  In  1991 
two  psychologists,  Stan- 
ley Coren  of  the  Universi- 
ty of  British  Columbia 
and  Diane  Halpern  of 
California  State  Universi- 
ty in  San  Bernardino, 
questioned  the  relatives  of 
deceased  people  in  Cali- 
fornia and  found  that  few- 
er and  fewer  left-handers 
showed  up  in  the  older 
age  groups.  They  con- 
cluded that  lefties  were 
dying  off  at  a  greater  rate. 
And  they  calculated  that 
the  average  life  expectan- 
cy of  lefties  was  an  as- 
tounding nine  years  less  than  that  of  righties. 

That's  a  bigger  difference  than  that  between  smokers 
and  nonsmokers.  If  true,  it  would  have  easily  been  the 
greatest  epidemiological  relationship  to  have  escaped 
notice  up  to  that  time.  The  Coren-Halpern  findings  ran  in 
the  New  England  Journal  of  Medicine,  giving  them  instant 
credibility;  the  story  even  landed  on  the  front  page  of  the 
Washington  Post. 

"I  just  laughed,"  says  left-handed  biostatistician  Don- 
ald Hoover  of  the  Johns  Hopkins  School  of  Public  Health. 
"In  fact,  the  older  people  had  gone  to  school  at  a  time 


when  teachers  forced  lefties  to  write  with  their  right  hands. 
People  of  that  generation  weren't  allowed  to  be  left- 
handed."  Hence  the  "survey"  had  covered  only  a  fraction 
of  those  born  left-handed.  Furthermore,  actuaries  criti- 
cized the  authors  of  the  original  study  for  mishandling 
their  statistics. 

These  subtleties  escaped  the  journalists  who  rushed  to 
publish  the  discover}'  of  the  supposed  nine-year  gap. 
Within  a  couple  of  years,  professional  journals  such  as  the 
British  Medical  Journal  and  the  American  Journal  of 

Public  Health  published 
articles  debunking  the 
lefty  hypothesis.  But  the 
Washington  Post,  so  far  as 
we  can  tell,  never  did  a 
follow-up  story  confess- 
ing that  the  earlier  one 
was  bunk. 

In  the  1980s  a  number 
of  papers  came  out  show- 
ing a  connection  between 
coffee  drinking  and  pan- 
creatic cancer.  The  link- 
age had  no  physiological 
theory  to  back  it  up,  but  it 
had  scare  value,  consider- 
ing that  tens  of  millions  of 
Americans  begin  their  day 
with  cups  of  the  stuff. 
Coffee  drinkers  had  about 
2.5  times  the  risk  of  pan- 
creatic cancer  as  others, 
claimed  one  1981  study. 
Its  authors  speculated 
that  a  bit  more  than  half  of  all  pancreatic  cancers  might 
stem  from  coffee.  The  theory  made  it  into  the  New 
England  Journal  of  Medicine. 

Relax  and  sip  away.  Later  studies  failed  to  reproduce  the 
findings.  Finally,  in  1986,  the  authors  of  the  original  study 
reported  that  further  study  had  led  them  to  conclude  that 
"if  there  is  any  association  between  coffee  consumption 
and  cancer  of  the  pancreas,  it  is  not  as  strong  as  our  earlier 
data  suggested."  Translation:  Coffee's  as  safe  as  orange 
juice,  for  all  we  know. 

How  did  this  curious  statistical  correlation  surface?  By  a 


Jogging  kills 

All  MEDICINE  has  side  ef- 
fects— especially  the  medi- 
cine prescribed  by  health 
fanatics. 

Consider  the  not  quite 
$2  billion  a  year  people 
spend  on  organic  foods. 
Has  it  bought  anyone  an 
extra  dav  of  life?  Bruce 
Ames,  a  biochemist  at 


Berkeley,  thinks  not:  "All 
this  fuss  about  pesticide  res- 
idues is  counterproduc- 
tive. If  you  drive  an  extra 
mile  to  go  to  your  organic 
food  store,  your  risk  of  dy- 
ing in  a  car  accident  is 
enormously  higher  than 
any  possible  risk  of  those 
pesticides." 


Do  you  jog?  Have  you 
figured  out  your  expected 
benefit  in  years  of  life? 
Now  allow  for  your  risk  of 
getting  run  over.  It  may 
be  a  losing  game. 

A  treadmill  is  no  better. 
Consider  the  hour  a  day, 
three  times  a  week,  you 
spend  sweating  at  the  gym. 


Keep  it  up  for  40  years, 
adding,  say,  a  year  to  your 
lifespan.  Guess  what:  The 
number  of  waking  hours 
you  gain  in  that  year  of 
life  is  less  than  the  number 
of  hours  you  lost  to  exer- 
cise. Yes,  exercise  is  good 
for  vou,  but  overdoing  it 
isn't.  -P.E.R   H 
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scientific  phenomenon 
known  as  data  dredging,  a 
creature  of  the  age  of 
huge  databases  and  cheap 
computing  power. 

Data  dredgers  can  just 
take  100  food  items  and 
personal  habits  and  com- 
pare them  with  1 00  differ- 
ent ailments.  If  necessary, 
divide  and  subdivide  dis- 
eases like  cancer  accord- 
ing to  the  organ  it  affects. 
Now  vou  have  a  matrix 
with  10,000  cells.  Even  if 
there  is  no  cause-and-ef- 
fect  relationship  in  any  of 
those  cells,  you  are  still 
sure  to  find  around  100 
stunning  correlations 
about  which  you  can  hon- 
estly make  this  claim: 
"The  chance  of  this  corre- 
lation arising  by  chance  is 
less  than  1  in  100."  That's  what  you  publish. 

Good  science  attempts  to  comprehend  nature  in  a 
theory,  then  to  make  predictions  on  the  basis  of  the  theory, 
then  to  test  the  predictions  against  observation  or  experi- 
ment. First  you  set  up  the  target,  then  you  shoot  at  it.  Data 
dredging  turns  this  on  its  ear.  It  finds  data,  then  tries  to 
build  a  theory  around  it.  It  looks  for  bullet  holes,  draws 
circles  around  them  and  proclaims:  bull's-eye. 

No,  we're  not  saying  that  all  correlations  between  diet 
and  health  are  bunk.  There's  the  connection  between 
cigarette  smoking  and  lung  cancer.  Statistics  verified  it 
across  social  classes  and  nations.  Animal  studies  and  tissue - 
culture  experiments  provided  a  physiologic  basis  for  the 
connection. 

But  too  many  people 
were  quick  to  jump  from 
this  example  to  a  broad 
indictment  of  every  new 
substance  introduced 
since  the  industrial  revo- 
lution. Substances  such  as 
alar,  formaldehyde  and 
BHT  are  often  alleged  to  lie 
behind  the  so-called  ex- 
plosion in  reported  cancer 
cases.  But,  as  many  epide- 
miologists have  pointed 
out,  there  is  no  such  epi- 
demic (except  for  lung 
cancer).  Why  then  is  can- 
cer increasing  as  industri- 
alization spreads?  Because 
industrialization  general- 
ly raises  living  standards, 
allowing  more  of  us  to  live 
long  enough  to  develop 
cancer    and    to    allow    a 
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slow- growing  tumor  to 
show  itself.  Industrializa- 
tion also  invents  and  then 
pays  for  the  high-tech 
tests  that  find  cancers  that 
would  have  eluded  the 
best  diagnosticians  of  a 
generation  ago. 

While  surveys  like  the 
one  going  on  in  Framing- 
ham,  Mass.  for  the  past  47 
years  can  tell  you  that  high 
cholesterol  correlates 

with  the  development  of 
heart  disease,  that  doesn't 
prove  that  lowering  cho- 
lesterol will  do  any  good. 
A  correlated  variable  may 
be  a  marker,  not  a  cause. 
Long  hair  correlates  well 
with  the  female  sex,  but 
cutting  a  woman's  hair 
won't  turn  her  into  a  man. 
Even  if  you  could  deter- 
mine, once  and  for  all,  that  a  given  diet  reduces  your  risk  of 
getting  one  disease,  you  still  could  not  be  sure  that  it 
would  not  raise  your  risk  of  getting  another.  Some 
doctors — a  small  minority,  to  be  sure — believe  that  cho- 
lesterol-lowering programs  push  many  patients  into  de- 
pression, perhaps  for  reasons  of  brain  chemistry.  If  they  are 
right,  some  doctors  may  be  driving  people  to  suicide  in  the 
questionable  name  of  reducing  their  risk  of  heart  attack. 

A  certain  conservatism  is  in  order  here.  Resist  the 
temptation  to  incorporate  a  new  finding  into  your  health 
regimen  until  it  has  been  examined  from  many  angles,  for 
many  years.  Wait  out  the  long-term  studies  that  actually 
test  theories  under  controlled  conditions.  Otherwise  you 

may  adopt  a  cure  that's 
worse  than  the  disease.  To 
steel  yourself  in  resisting 
such  temptations,  consid- 
er that  hypochondria  itself 
is  a  disease,  one  that  robs 
you  not  of  life  but  of  its 
enjoyment. 

We're  strange  people, 
we  Americans.  In  1900 
our  life  expectancy  at 
birth  was  47  years.  Now, 
thanks  largely  to  im- 
proved sanitation,  vac- 
cines and  better  nourish- 
ment— all  made  widely 
available  by  our  industri- 
al economy — our  life  ex- 
pectancy is  76  years.  Do 
we  rejoice  at  our  good 
fortune?  No,  we  are  con- 
vinced a  lot  of  people 
out  there  are  trying  to 
poison  us.  ■■ 
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Unbundling  nations 


BY  STEVE  H.HANKE 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at 
The  Johns  Hopkins 
University  in  Baltimore. 


MAPMAKERS  have  been  working  overtime  to 
accommodate  the  inclusion  of  20  new  countries 
in  the  past  five  years.  Most  of  these  border 
adjustments  have  resulted  from  the  dismember- 
ment of  former  communist  countries.  The 
bloodv  events  in  Chechnya  and  Bosnia  indicate 
that  the  unbundling  of  the  old  empire  is  far 
from  over. 

This  trend  is  not  limited  to  the  former  com- 
munist countries,  however.  Political  separatism 
is  rampant  in  Canada,  Mexico,  India  and  Afri- 
can countries.  Even  Europe,  which  is  struggling 
toward  economic  integration,  harbors  strong 
separatist  movements  in  Spain,  Italy,  Belgium 
and  France. 

The  driving  force  behind  most  separatist 
movements  is  the  desire  of  people  to  have  a 
reasonably  homogenous  population  in  their 
general  neighborhoods.  In  most  parts  of  the 
world,  support  for  the  "melting  pot"  is  not 
very  popular.  Political  sentiments  favoring  ho- 
mogeneity have  always  been  around.  What's 
changed  since  the  end  of  the  Cold  War  is  the 
spread  of  democracy  and  consequently  the 
freedom  to  express  political  preferences.  More 
democracy  is  likely  to  lead  to  more  countries 
and  smaller  ones. 

It  is  sometimes  said  by  those  who  embrace 
the  social  planning  paradigm  that  small  coun- 
tries are  disadvantaged.  According  to  the  so- 
cial planners,  large  countries  can  spread  the 
costs  of  public  goods — legal  and  monetary 
systems  and  the  maintenance  of  national  de- 
fense— over  many  taxpayers.  Consequently, 
the  average  cost  of  these  goods  for  each  taxpayer 
is  lower  in  large  countries,  eivine  them  ,\n 
edge  over  small  countries.  That's  the  theory.  In 
practice,  however,  the  ratio  of  expenditures 
on  public  goods  to  gross  national  product  is 
uncorrelated  with  the  size  of  a  country.  When 
exposed  to  the  light  of  day,  the  economies  of 
scale  argument  just  doesn't  hold  water. 

Other  critics  of  the  small  is  beautiful  trend 
in  nations  claim  that  many  new  states — such  as 
the  Baltic  republics — are  just  too  small  to  be 
economically  viable.  The  evidence  contradicts 
tins  assertion.  Historically,  there  has  been  no 
relation  between  the  growth  or  level  of  per  capi- 
ta income  and  the  size  of  a  country,  whether 
measured  by  population  or  area.  Kenichi  Oh- 
mae's  recent  book,  The  End  of  the  Nation 
State:  The  Rise  ofllcjjional  Economics,  concludes 
that  the  future  lies  with  the  small,  not  the 


large,  countries.  The  Japanese  management 
guru  supports  his  thesis  by  showing  that,  in 
today's  globalized  markets,  the  fastest-growing 
countries  and  regions  are  actually  the  small 
ones  that  are  open  to  international  trade. 

Another  specious  argument  that  is  thrown 
up  against  the  establishment  of  small  states  is  the 
claim  that  they  cannot  prosper  because  of  in- 
adequate natural  resource  bases.  This  is  nothing 
more  than  environmental  determinism,  which 
is  clearly  wrongheaded.  There  is  no  relationship 
between  economic  performance  and  the  pres- 
ence of  natural  resources  within  a  country's  bor- 
ders. Indeed,  the  Asian  tigers  and  the  city- 
state  of  Singapore  have  been  the  most  rapidly 
growing  economies  over  the  past  30  years, 
and  they  don't  have  much  in  the  way  of  natural 
resources.  These  economies  specialize  in  what 
they  do  well  and  then  trade  their  goods  for 
commodities. 

Prosperity  doesn't  have  much,  if  anything, 
to  do  with  a  country's  size.  To  promote  prosper- 
ity, even  in  countries  with  as  few  as  a  million 
inhabitants,  the  chief  ingredient  is  a  good  gov- 
ernment that  maintains  sound  money,  the  rule 
of  law,  open  international  trade  and  avoids  mar- 
ket distortions  such  as  excessive  tax  rates  and 
burdensome  regulations.  In  short,  it's  stable, 
market-friendly  institutions  that  provide  the 
necessary  ingredients  for  economic  growth. 

Thus  it  seems  clear  that  the  modern  devel- 
opments of  globalization  and  democratization 
are  likely  to  lead  to  more  countries,  not  fewer. 

Some  people  think  the 
proliferation  of  new,  small 
countries  is  a  step  backward. 
In  fact  it  is  a  by-product  of  the 
spread  of  economic  and 
political  liberty. 


These  breakaway  states  are  not  throwbacks  but  a 
wave  of  the  future,  a  by-product  of  the  spread 
of  economic  and  political  liberty.  But  this 
thought  is  politically  incorrect  in  America, 
where  secession  is  a  bad  word.  What  else  could 
explain  President  Ceorge  Bush's  infamous 
"chicken  Kiev"  address  in  1991,  in  which  he- 
pledged  allegiance  to  the  preservation  of  the 
Soviet  Union  and  lectured  the  Ukrainians  on 
the  danger  of  "suicidal  nationalism"?  No 
doubt  President  Clinton's  flip-flopping  on  Bos- 
nia has  been  similarly  influenced  by  bad  civics 
lessons  too  well  learned. 

Read  the  Declaration  of  Independence.  If 
secession  was  good  for  the  colonists  in  1776, 
why  is  it  bad  for  Bosnians  or  Quebecois  in 
1995?  H 
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and  argon  ^-yEr  and  using  these  and 
other  basic  molecules  Praxair 


Nitrogen-inerted  process  for  soldering  circuit  boards  reduces 
defects,  cuts  costs,  eliminates  use  of  chlorofluorocarbons. 


elping  industries 


Extra  oxygen  injected  into  an  electric  arc  furnace 
converts  potential  carbon  monoxide  emissions  into 
extra  energy  instead. 
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'though  LAWNCARE  &  GENERAL 

GROUNDSKEEPING 


could  be  upgraded. 


Il  (ding,  we  see  it  as  being  more  than 
•  ply  steel,  glass  or  brick.  We  see  it 
lltotal  building  environment. 

That  means  comfortable  indoor 
fcieratures.  Great  lighting  and 
wfo  balanced  acoustics. 

I  It  also  means  the  outside  of 
luilding.  The  landscaping,  the 
ndskeeping.  It  means  painting 
:leaning.  In  fact,  it  can  include 
"ity,  and  even  food  service. 

We  are,  in  short,  committed  to 
ing  the  ideal  building  environment. 
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One  of  the  most  economical  and 
practical  ways  to  achieve  this  is  through 
outsourcing.  Whereby  you  contract  an 
outside  company  to  perform  everyday 
services  that  are  quite  separate  from 
your  core  business. 

With  over  40  years  of  experience  in 
integrated  facility  management,  we  have 
the  skills  to  provide  a  complete  range  of 
services.  From  mail  services  to  heating, 
ventilation  and  air  conditioning  to 
structural  maintenance. 

The  savings  are  often  quite 
dramatic.  And,  ultimately,  outsourcing 


lets  you  spend  more  of  your  valuable 
time  doing  what  you  do  best. 

As  the  experienced  leader,  we 
realize  that  any  building  can  become 
more  comfortable  and  productive. 
There  is  no  reason  why  your  business 
can't  be  as  well. 

Which  is  why  we  have  always 
been  interested  in  improving  life  in 
the  great  indoors.  Not  to  mention 
outdoors.  To  learn  more,  call  1-800- 
972-8040  ext.  129. 

JQHNSON 
CONTROLS 
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Uncle  Tobia,  who  cooked  for  a  pope, 
taught  Richard  Gussoni  that  people  eat 
with  their  eyes  as  well  as  with  their  mouths. 

The  family  business 


By  R.  Lee  Sullivan 


Culinaire  International  founder  Richard  Gussoni  at  his  restaurant,  Nicola's 
Bringing  culinary  art  to  institutional  dining. 


In  the  Thirties  Richard  Gussoni's 
Uncle  Tobia  worked  at  the  Vatican  as 
a  chef  for  Pope  Pius  XI,  and  shortly 
before  the  war  moved  to  New  York, 
where  he  cooked  for  a  Mafia  family 
headed  by  syndicate  boss  Willie  Mo- 
retti.  Sometimes  Uncle  Tobia  visited 
his  niece  (Richard  Gussoni's  mother) 
in  Tenafly,  N.J.,  where  he  made 
young  Richard  his  sous  chef.  "Uncle 
Tobia  never  let  anyone  else  in  the 
kitchen  when  he  was  cooking  except 
me,"  Gussoni  recalls.  "He  preached 
to  me  about  cooking  and  the  mys- 
tique of  food.'" 

Gussoni,  now  40,  has  turned  these 
sermons  into  a  thriving  catering  and 
restaurant  management  business:  His 
Dallas- based  Culinaire  International 
operates  the  Texas  state  capitol  build- 
ing's cafeteria,  three  corporate  cafete- 
rias for  the  Texas  branches  of  compa- 
nies like  Apple  Computer  as  well  as 
dining  rooms  at  two  local  Embassy 
Suites  hotels.  He  also  caters  about 
300  conventions  a  year. 

What  did  Uncle  Tobia  teach  him? 
That  people  taste  with  their  eyes  as 
well  as  with  their  tongues.  "Presenta- 
tion is  merchandising,  and  merchan- 
dising is  critical,"  is  the  way  Gussoni 
puts  it.  His  staff  serves  swordfish,  for 
instance,  tiered  on  a  bed  of  three- 
color  pasta,  with  asparagus  laid  over 
the  fish  toward  the  front  of  the  plate  in 
a  cascading  effect,  adding  depth  and 
contrast. 

Applying  these  principles,  Culi- 
naire feeds  42,000  salespeople  who 
attend  Mary  Kay  Cosmetics'  annual 
convention — that's  160,000  meals 
over  a  12 -day  period.  That  contract  is 
worth  $1.5  million.  Culinaire  Inter- 
national is  privately  owned  by  Gus- 
soni, who  expects  the  company  to 
earn  $1.1  million  this  year  on  reve- 
nues of  $22  million. 

At  the  snack  bar  he  runs  at  Dallas' 
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Culinaire  staff 
preparing 
breakfast  at  the 
Texas  state  capital 
"Presentation  is 
merchandising, 
and  merchandising 
is  everything." 


Love  Field  airport,  Gussoni  displays 
finished  sandwiches  placed  in  a  glass 
case  so  travelers  can  examine  the 
whole-grain  bread,  meats,  cheeses 
and  dressings  before  making  a  selec- 
tion— visual  tasting  again.  Asserts 
Gussoni:  "Caterers  often  box  things 
for  volume,  but  the  customer  can't 
see  the  food." 

Gussoni  apprenticed  himself  to  the 
food  business  after  graduating  from 
The  Citadel  in  1976.  For  the  next 
three  years  he  worked  100-hour 
weeks  as  a  maitre  d'  in  South  Carolina 
countrv  clubs.  From  the  clubs  he 
graduated  to  running  in-store  restau- 
rants for  Bloomingdale's  and  Feder- 
ated Department  Stores  in  New  York, 
Dallas  and  Miami.  Gussoni  intro- 
duced such  dishes  as  pumpkin  tortel- 
lini  and  rotisserie  chicken,  injecting 
verve  into  the  staid  department  store 
cuisine. 

His  big  break  came  in  1988.  Lucy 
Crow  Billingsley,  who  then  headed 
the  Dallas  Market  Center  (owned  by 
developer  Trammell  Crow's  chil- 
dren), invited  Gussoni  to  run  catering 
services  at  the  huge  showroom  and 
trade-show  facility.  "We  wanted  to 
establish  another  level  of  expecta- 
tion," Billingsley  explains. 

Gussoni  delivered.  He  invigorated 
the  facility's  tired  hotdog-and-chili 


fare  with  fruit  drinks,  fresh  sand- 
wiches and  Italian  food.  When  the 
Ramses  the  Great  museum  exhibit 
came  to  Dallas  in  1989,  he  persuaded 
Billingsley  to  let  the  Market  Center 
run  a  restaurant  keyed  to  the  exhibit. 
Gussoni  designed  a  restaurant  com- 
plete with  columns  and  hieroglyphs, 
and  served  dishes  inspired  by  North 
Africa:  lamb  and  okra  stew  served  over 
couscous,  for  example,  and  grilled 
chicken  with  yogurt  and  pita  bread 
sandwiches.  "He's  a  salesman,"  says 
Billingsley,  "and  he's  hungry." 

Under  Gussoni  the  Market  Cen- 
ter's food-services  revenues  doubled, 
to  $13  million  by  1992.  Gussoni 
wanted  to  expand  the  Market  Cen- 
ter's catering  business,  but  manage- 
ment wasn't  interested  and  agreed  to 

Visual  tasting:  At  the  snack 
bar  he  runs  at  Dallas'  Love 
Field  airport,  Gussoni 
displays  finished  sandwiches 
placed  in  a  glass  case  so 
travelers  can  examine  the 
whole-grain  bread,  meats, 
cheeses  and  dressings  before 
making  a  selection. 


sell  the  off-site  part  of  the  business  to 
him  in  November  1993.  Gussoni  will 
say  only  that  the  price  was  "less  than 
$1  million."  He  got  catering  equip- 
ment, 35  employees  and  a  revenue 
stream  worth  around  $3  million  a  year. 

Without  a  salary  for  the  first  time  in 
his  career,  Gussoni  had  to  move  fast. 
The  first  month  he  signed  the  Dallas 
Farmers  Market  to  a  food-services 
contract.  Contracts  to  run  cafeterias 
at  Ericsson  Inc.  and  Apple  Computer 
offices  followed,  as  well  as  a  contract 
to  run  food  services  for  the  Dallas 
Convention  Center. 

In  1994  Culinaire  won  a  15-year 
contract  to  operate  the  dining  facili- 
ties in  two  Embassy  Suites  hotels  in 
the  Dallas  area.  The  facilities  were 
losing  money,  but  instead  of  cutting 
costs  Gussoni  hired  more  staff  and 
better  management  to  improve  ser- 
vice. This  was  key,  he  says,  to  the  fact 
that  the  operations  were  turning  a 
profit  within  four  months. 

Gussoni  is  trying  to  sign  up  new 
clients  in  institutions  like  hospitals. 
Late  last  year  he  opened  a  sit-down 
Italian  restaurant  called  Nicola's  in 
the  Dallas  Galleria.  The  Dallas  Morn- 
ing News  recently  rated  it  one  of  the 
city's  best  new  spots. 

Uncle  Tobia  would  have  expected 
nothing  less.  Hi 
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1 1994,  TRW's  sales  and  earnings  reached  record 
vels.  Return  on  assets  employed  was  the  highest 
a  decade.  Total  debt  declined  by  20  percent, 
believe  we  are  well  positioned  to  continue  growing 
ster  than  the  markets  we  serve. 
TRW's  success  is  built  on  its  ability  to  invent 
itt  chnologies  that  create  high-growth  business 
""  Dportunities.  In  the  1980s,  for  example,  TRW 
ltomotive  and  aerospace  engineers  developed  a 
iperior  automobile  safety  system.  The  company 
.f0  vested  a  billion  dollars  in  its  air  bag  capabilities. 
Now,  TRW,  with  its  worldwide  subsidiaries,  is 
e  global  leader  in  air  bag  systems.  We  expect 
cellent  returns  to  continue  well  into  the  next 
ntury  for  front  and  side  air  bags,  smart  restraints, 
Bering  systems,  engine  valves,  and  automotive 
ectronics.  We  are  also  putting  our  aerospace 
ills  to  work  on  dozens  of  nondefense,  national 
iority  projects. 

There  is  value  in  invention.  TRW's  history  proves 
at  the  smart  investor's  best  friend  is  a  smart  inventor. 


m 
id 


From  automobile  safety  to  a  network  of  data  relay 
satellites,  TRW  is  translating  technology  leadership 
into  market  leadership.  And  TRW  invention  delivers 
a  growing  return  on  investment. 


A  COMPANY  OF  FIRSTS 


First  two-piece  automobile  engine  valve,  1903. 

First  Silcrome  aircraft  engine  valve,  1921;  built  engine 

valves  for  Lindbergh's  transatlantic  flight,  1927. 
First  ball-joint  suspension  system,  1953. 
First  company  to  build  a  spacecraft,  Pioneer  1,  1958. 
First  controlled-thrust  rocket  engine,  Apollo  lunar  lander,  1969. 
First  U.S.  satellite  system  for  strategic  defense,  1970. 
First  to  introduce  a  nationwide  computerized  credit 

reporting  system,  1971. 
First  instrument  to  seek  life  on  other  planets,  1975. 
First  three  space  observatory  satellites,  1977-1979. 
First  spacecraft  to  leave  our  solar  system,  Pioneer  10,  1983. 
First  fully  functional  very  high  speed  integrated 

circuit  chip,  1983. 
First  seat  belt  pretensioning  device,  1987. 
First  original  equipment  automotive  keyless  entry  system,  1988. 
First  complete  frontal  air  bag  and  sensor  system,  1989. 
First  and  only  complimentary  consumer  credit  report,  1992. 
First  communications  pay  load  for  Milstar  satellite  system,  1993. 


Automotive.  Aerospace.  Information.  Innovation. 
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>r  a  TRW  Annual  Report,  write  TRW  Inc.,  Dept.  L,  1900  Richmond  Rd.,  Cleveland,  Ohio  44124-3760. 

IWInc,  1995  TRW  is  the  name  and  mark  of  TRW  Inc 


UP  &  COMERS 


Why's  a  tiny  company  you  never  heard  of 
invading  the  crowded  electric  shaver  market? 
Because  it  thinks  it  has  a  better  product. 

Father  says, 
"Jump" 


By  Jerry  Flint 

Leo  Wahl  began  making  electric 
hair  clippers  in  1919.  He  kept  his 
Wahl  Clipper  Corp.  going  for  almost 
half  a  century,  selling  to  barbers  and 
living  off  royalties  and  patent  in- 
fringement fines. 

But  then  his  son  Jack  took  over  in 


1977  and  things  started  popping. 
When  Jack  Wahl  took  over,  revenues 
were  $7  million.  Last  year  they  were 
$100  million — 16%  annual  com- 
pounded growth  over  nearly  two  de- 
cades. The  Sterling,  111. -based  compa- 
nv  now  employs  1,100  workers  and  is 


Jack  Wahl,  chief  executive  of  Wahl  Clipper  Corp. 
Haven't  you  seen  his  "Dancing  Mustache"? 
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owned  lock,  stock  and  barrel  by  Jack 
Wahl  and  his  family. 

Jack  Wahl  credits  the  growth  to  a 
simple  principle:  "I  realized  the  dif- 
ference  between   sales  and   market- 
ing— that's  a  big  thing  for  a  small 
company.''''  Wahl  explains  that  sales 
means    simply    presenting 
^^~ —  =   the  product  and  collecting 
I  the  money.  "Marketing," 
=   he  says,   "means  stepping 
back  and  looking  for  the 
needs  of  the  customer,  and 
for   the    best   way   to    get 
through  to  that  user." 

Jack  Wahl  decided  the 
place  to  exercise  his  market- 
ing skills  was  in  the  con- 
sumer market,  his  father 
having  focused  on  barber- 
shops. The  big  move  was 
the  introduction,  in  1984, 
of  a  battery-operated 
beard-and-mustache  trim- 
mer, the  Groomsman.  It 
turned  out  to  be  very  good 
at  shaving  heads,  too.  It's 
now  the  big  product  in 
Wahl  Clipper's  $50-mil- 
lion-a-year  domestic  con- 
sumer products  division. 

The  Groomsman  recent- 
ly got  a  big  plug  from  Pulp 
Fiction  and  Die  Hard  star 
Bruce  Willis.  When  David 
Letterman  asked  Willis  how 
he  achieves  his  shaved-skull 
look,  Willis  told  Letter- 
man — and  millions  of  late- 
night  TV  viewers — that  he 
shaves  his  head  every  other 
day  with  Wahl  Clipper's 
Groomsman. 
Today  Jack  Wahl  is  ob- 
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sessed  with  elbowing  his  way  into  the 
S385-million-a-year  (at  retail;  elec- 
tric shaver  market.  This  is  a  business 
the  Wahls  have  long  eyed.  "When  I 
was  14  [in  1941],  my  father  showed 
me  an  electric  shaver  he  had  partly  put 
together,''  says  Wahl.  "But  he  said 
everyone  was  coming  out  with  one,  so 
he  didn't  go  ahead  with  it." 

Wahl  Clipper's  new  shaver  came  on 
the  market  at  the  end  of  1993.  Called 
the  Custom  Shave  System,  it  comes 
with  three  different  foils,  the  perforat- 
ed metal  cover  above  the  cutting 
blades.  The  more  holes  in  the  foil,  the 
closer  the  shave.  With  three  foils  to 
choose  from,  the  user  can  customize 
his  shave.  "This  [shaver]  is  just  like 
the  hair  clipper,"  says  Wahl.  "It  just 
cuts  the  hair  a  lot  closer." 

In  tackling  the  electric  shaver  mar- 
ket, Wahl  is  either  foolhardy  or  very 
smart.  The  market  is  dominated  by 
giant  Philips'  Xorelco  brand,  with 
half  the  business,  and  Remington 
Products  Inc.,  with  25%.  Fighting  for 
the  remainder  are  companies  like  Gil- 
lette Co.'s  Braun,  Panasonic  and 
Conair.  They  probably  spend  S40 
million  to  S50  million  combined  an- 
nually to  advertise  their  shavers. 

"Your  success  or  failure  is  not  based 
on  how  much  you  spend  on  TV," 
declares  Wahl,  "but  how  well  you 
spend  it."  When  a  reporter  says  he 
hasn't  seen  an  ad  for  the  Wahl  shavers, 
he  shoots  back:  "You  lead  a  sheltered 
life.  Haven't  you  ever  seen  our  'Danc- 
ing Mustache'  TV  ads?" 

If  the  shaver  bombs,  Wahl  won't  go 
out  of  business.  Besides  its  clippers  for 
humans,  Wahl  makes  electric  clippers 
for  animals.  It  also  makes  small  power 
tools,  such  as  drills  for  hobbyists.  But 
Jack  Wahl  says  the  company's  future 
lies  in  electric  shavers:  "This  is  the 
product  the  next  generation  of  Wahl 
Clipper  people  will  end  up  selling." 

The  next  generation?  That's  Jack's 
son  Gregory,  44,  the  company's  chief 
operating  officer,  and  Gregory's 
younger  brother  Mark,  who  runs  the 
animal  products  division.  Greg  says 
he  isn't  as  hot  on  the  electric  shaver  as 
his  dad  is,  and  would  prefer  to  push 
harder  on  small  electric  tools  instead. 
"But  when  father  savs  jump,"  he  savs, 
"I  jump."  After  all,  if  Dad  hadn't 
jumped  into  consumer  products  18 
years  ago,  there  might  not  have  been 
jobs  for  Greg  and  Mark  today.       ■■ 


FOLLOW-THROUGH 


Survival  of  the  biggest 

Hi-Lo  Automotive,  Inc.  looked 
like  a  winner  when  Forbks  visited  the 
auto  parts  and  accessories  retailer 
three  years  ago  (Forbes,  Aug.  3, 
1992).  Based  in  Houston,  Hi-Lo's 
122  stores  in  Texas  and  Louisiana 
generated  SI  56  million  of  sales  and 
S5.7  million  in  earnings  in  1991;  the 
NYSE  stock  later  hit  a  high  of  2P/2  in 
December  of  1992. 

But  that  was  before  big  competi- 
tors AutoZone,  Pep  Boys  and  Chief 
Auto  Parts  rapidly  expanded  into 
Hi-Lo's  territory.  Among  them  these 
interlopers  have  opened  in  the  past 
couple  of  years  about  20  new  stores  in 
Houston,  Hi-Lo's  biggest  market. 
Hi-Lo  tried  to  fight  back  by  expand- 
ing into  California,  but  that  failed  to 
help  earnings:  On  sales  of  S60  million 
for  the  first  quarter  of  1995,  Hi-Lo 
earned  just  S700,000.  The  stock  has 
been  trading  around  1 1  for  the  past 
two  years. 

Hi-Lo  Chief  Executive  Michael 
Young  says  the  company  had  two 


choices:  "Get  real,  real  big  real  fast 
or  sell."  Young  chose  the  latter.  On 
June  1  Hi-Lo  announced  it  will  be 
acquired  by  Dallas-based  rival  Chief 
Auto  Parts  Inc.  for  about  S121  mil- 
lion in  cash,  SI  1  a  share.  The  deal  will 
make  Chief  the  nation's  second- 
largest  auto  parts  chain  (after  Auto- 
Zone), with  more  than  700  stores; 
some  50  new  stores  will  open  bv  the 
end  of  this  year.  The  S400  million 
(estimated  sales;  Chief  chain  is  owned 
by  Trust  Co.  of  the  West. 

What  does  the  future  hold  for 
Young,  50,  a  former  Arthur  Andersen 
partner  who  joined  Hi-Lo  when 
Dillon,  Read  did  a  S73  million  lever- 
aged buyout  of  the  chain  in  1987? 
Postmerger,  he  plans  to  step  aside  for 
David  Fisenberg,  chief  executive  of 
Chief,  and  soon  start  scouting  for 
other  buyout  possibilities.  "After 
you've  run  something  yourself,"  he 
says,  "you  want  an  opportunity  to 
continue  to  do  so." 

-Caroline  Waxi.hr 
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Chiefs  David  Eisenberg  (left)  and  Hi-Lo's  Michael  Young 
"Get  real,  real  big  real  fast  or  sell." 
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Cutting  the  budget 
with  a  wet  noodle 


BY  ROBERT  H.NELSON 


Robert  H.  Nelson  is  a 
professor  in  the  School 
of  Public  Affairs  at  the 
University  of  Maryland 
and  senior  fellow  of 
the  Competitive  Enter- 
prise Institute.  His 
latest  book  is  Public 
Lands  and  Private 
Rights. 


As  part  of  their  plans  to  eliminate  the  budget 
deficit  by  2002,  House  Republicans  have  pro- 
posed to  eliminate  the  Commerce,  Education 
and  Energy  departments.  But  that  was  too 
much  for  Senate  Republicans.  They  would 
eliminate  only  Commerce. 

Even  at  that  modest  proposal,  the  Clinton 
Administration  complained  about  extremism. 

Judging  from  my  experience  as  a  policy  analyst 
in  the  office  of  the  Secretary  of  the  Interior  from 
1975  to  1993,  none  of  these  measures  is  extreme 
enough.  To  the  House  Republicans'  hit  list  I 
would  add  the  Department  of  die  Interior. 

Formed  in  1849,  Interior  is  today  a  collec- 
tion often  diverse  agencies,  including  the  Na- 
tional Park  Service,  Bureau  of  Land  Manage- 
ment, Bureau  of  Mines,  Bureau  of  Reclamation, 
Bureau  of  Indian  Affairs  and  the  Geological 
Survey.  We're  talking  ancient  history  here.  The 
current  Bureau  of  Land  Management  goes 
back  to  the  General  Land  Office,  established  in 
1812  to  oversee  disposal  of  public  lands.  In- 
terior's Bureau  of  Reclamation  was  created  in 
1902  to  promote  farming  in  the  West,  but 
today  western  water  is  much  more  valuable  for 
rapidly  increasing  urban  populations.  Recla- 

When  it  comes  to  eliminating 
western  pork,  the  Republican 
zeal  for  budget-cutting 
seems  to  wane. 


mation  projects  received  large  construction  sub- 
sidies and  then  the  Department  of  Agriculture 
had  to  turn  around  and  subsidize  crop  produc- 
tion on  some  of  the  very  same  lands. 

The  Bureau  of  Mines  was  created  in  1910  to 
oversee  the  safety  of  miners  following  a  series  of 
disastrous  mining  accidents.  In  the  1970s, 
however,  safety  responsibilities  were  transferred 
to  the  Department  of  Labor,  and  mining  to- 
day plays  a  small  part  in  the  U.S.  economy. 

The  Bureau  of  Indian  Affairs  has  been  steadily 
transferring  responsibilities  to  tribal  governments 
under  its  "self-determination"  philosophy.  But 
the  size  of  die  bia  bureaucracy  has  yet  to  decline. 

Congress  should  recognize  that  this  is  the 
end  of  the  20th  century,  not  the  middle  of  the 
19th.  These  agencies  have  long  since  outlived 


their  purposes.  They  survive  chiefly  because 
they  have  mastered  the  infamous  "iron  trian- 
gle." That's  a  political  science  term  to  describe 
the  long-standing  interaction  of  federal  bu- 
reaucracies, Congress  and  interest  groups. 

In  the  1970s  Congress  approved  so  many 
new  doubtful  park  units  that  the  process  became 
known  as  the  "park  barrel."  Like  the  Bureau 
of  Reclamation  and  other  water  agencies,  the 
purpose  was  to  subsidize  local  economies  as 
part  of  the  political  payoff  system  in  Congress. 

Interior  owns  26%  of  the  land  in  the  1 1 
westernmost  lower  48  states.  The  U.S.  Forest 
Service  in  the  Department  of  Agriculture 
owns  an  additional  19%.  Congress  seems  to  like 
it  this  way.  If  a  rancher  is  unhappy  about 
having  to  reduce  the  size  of  his  cattle  herd  graz- 
ing on  public  lands,  he  goes  to  his  congress- 
man for  help.  Helping  constituents  is  what  get- 
ting reelected  is  all  about.  Nice  system:  First 
you  create  obstacles,  then  you  do  people  a  favor 
by  helping  them  through  the  obstacles. 

Members  of  Congress  are  today  more  im- 
portant than  state  governors  and  legislators  for 
many  critical  land  and  infrastructure  decisions 
in  the  rural  West.  The  Interior  Department 
functions  there  as  a  local  planning  and  zoning 
board.  Because  the  federal  government  picks  up 
the  tab,  the  home  folks  are  even  more  grateful 
to  their  representatives. 

Now  you  know  why  the  House  and  Senate 
budget  plans  for  2002  would  eliminate  only  one 
Interior  agency,  the  National  Biological  Ser- 
vice. You  also  know  why  Senate  Republicans 
don't  want  to  kill  Energy  or  Education.  Re- 
publicans may  be  the  majority  party  now,  but 
they  have  to  get  reelected,  too. 

The  writer  Wallace  Stegner  once  aptly  de- 
scribed the  typical  western  attitude  toward  the 
federal  government  as  "go  away  and  send 
more  money"  The  West  exalts  the  individual- 
ism of  the  cowboy  and  miner,  and  then  pro- 
ceeds to  live  off  the  federal  government.  The 
West  can  be  counted  upon  to  deplore  govern- 
ment interference  while  insisting  that  its  repre- 
sentatives keep  the  largesse  flowing. 

Washington  cynics  argue  that  Democrats 
and  Republicans  differ  less  on  ideology  than  on 
constituency.  The  politics  in  this  104th  Con- 
gress strengthens  the  cynics'  case.  Republicans 
tend  to  be  gung  ho  for  cutting  urban  pro- 
grams but  lukewarm  about  cutting  rural  pro- 
grams that  serve  mostly  Republicans:  the  Inte- 
rior Department,  crop  subsidies,  the  Rural  Elec- 
trification Administration  and  many  more. 

The  Republicans  are  going  to  look  awfully 
hypocritical  if  they  cut  urban  programs  for  the 
poor  and  leave  their  own  pet  giveaways  intact. 
To  prove  their  sincerity  they  ought  to  go  back  to 
the  House  plan  for  eliminating  agencies  and 
then  add  Interior  to  their  list.  M 
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COMMITMENT       TO       GROWTH 


It  is  now  four  and  a  half  years  since  the  U.S.- 
led  coalition  forces  liberated  Kuwait  from  the 
Iraqi  invasion.  Visitors  are  surprised  how  well 
the  country  has  recovered  from  the  mayhem 
that  occurred,  and  how  speedily  normality  has 
returned.  The  scars  are  healing,  but 
psychologically,  the  shock  that  it  could  have 
happened  at  all,  remains. 

Prior  to  1990,  Kuwait  was  very  much  a 
pampered  society.  Kuwaitis  were  entitled  to  free 
housing,  a  job  for  life  and  highly  subsidized 
utilities.  With  10%  of  the  world's  oil  reserves,  a 
population  of  681,000  and  a  per  capita  gross 
national  product  of  more  than  $23,000,  the  future 
seemed  assured.  More  recently,  Kuwaitis  have 
had  to  reassess  their  post-Gulf  War  society. 

There  was  concern  last  October  when 
Saddam  Hussein's  forces  once  again  began 
massing  on  the  northern  border,  but,  as  with  the 


August  1990  invasion,  international  reaction  and 
support  were  both  speedy  and  decisive. 

War  and  reconstruction  costs  have  been 
estimated  at  $60  billion,  with  an  additional  sum  for 
the  October  fracas,  but  the  government  has  been 
able  to  finance  this  without  needing  to  go  to 
international  markets.  Nevertheless,  reserves 
have  been  seriously  depleted,  and  now  stand  at 
about  $30  billion. 

In  the  initial  aftermath  of  the  war,  it  was 
forecast  that  it  would  take  up  to  three  years  for  all 
the  700-odd  oil  wells  to  be  capped.  Support  from 
around  the  world  enabled  this  to  be  achieved  in 
seven  months,  a  practical  success  that  boded  well 
for  the  future. 

With  oil  production  back  above  2  million 
barrels  a  day,  there  are  plans  to  ask  OPEC 
(Organization  of  Petroleum  Exporting  Countries)  to 
allow  an  increase  to  3  million  barrels  by  the  turn 
of  the  century. 
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As  the  Emir,  Sheikh  Jaber  Al-Ahmad 
Al-Sabah,  fresh  from  a  successful 
visit  to  Europe,  draws  up  plans  for 
Kuwait's  development,  there  are 
several  points  in  his  favor.  Kuwait  is 
the  most  stable  of  the  six  Gulf 
Cooperation  Council  (GCC)  countries; 
it  is  also  the  most  democratic,  with 
the  press  enjoying  a  reasonable 
degree  of  freedom. 

The  National  Assembly,  disbanded 
in  1986,  is  once  again  in  operation, 
functioning  well,  and  most 
commentators  are  of  the  opinion  that 
the  sharing  of  power  with  an  elected 
parliament  will  continue. 

There  is  a  strong  desire  to  move 
forward.  Here,  Kuwait's  Chamber  of 
Commerce  and  Industry  plays  an 
active  role.  Director  General  Ahmad 
Al-Haroun,  who  has  had  that  position 
since  the  Chamber's  inception,  points 
to  the  need  for  drastic  economic 
reform.  He  stresses  the  necessity  for 
some  movement  away  from  the 
welfare  state  and  the  importance  of 
balancing  the  country's  budget, 
together  with  increased  privatization 
over  the  next  few  years. 


Increased  privatization  is  leading  to  greater  activity 
on  the  stock  exchange  and  in  the  banking  sector 

An  example  of  this  is  the  Mobile 
Telecommunications  Company  (MTC), 
which  is  51  %  privately  owned  and 
has  been  a  major  success  story  in  the 
latest  technological  advances.  The 
company  virtually  had  to  rebuild  from 
scratch  after  the  Gulf  War,  but  now 
has  110,000  mobile  telephone 
subscribers  and  150,000  pagers,  pro- 
rata the  highest  ratio  of  sets  to 
population  anywhere  in  the  world. 

However,  Kuwait's  commitment 
to  growth  will  not  come  easily.  As  one 
of  the  longer-serving  expatriate 
bankers  explains,  "a  major  public 
relations      exercise      has      to      be 
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undertaken  by  the  government.  State 
benevolence  in  its  extreme  form  is  i 
thing  of  the  past.  Kuwaitis  have  tc 
realize  that  they  will  have  to  work 
harder  and  pay  more  for  theii  3 
services,  particularly  water  ancj 
electricity." 
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As  the  move  towards  privatizatiorAgr' 
gathers  momentum,  employment  is  jong 
likely  to  become  an  increasingly^ 
important  factor.  The  196^^' 
Constitution  guaranteed  employmen- 
for  all  Kuwaitis,  and  some  97%  have 
positions  in  the  public  sector.  This  hajWo 
to  change,  and  standards  of  educatior 
have  declined  following  the  exodu 
of  Palestinian  teachers  after  the 
Gulf  War.  Within  a  young  population 
graduates  without  serious  careenage 
opportunities  may  prove  ar 
added  challenge. 
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BANKING  AND  FINANCE 

The  effect  of  the  collapse  of  the  Souk|Wxjt{ 
Al-Manakh,     Kuwait's     unregulatec^tiiee1 
stock    market,    in    1982,    and    thanergj 
commercial    losses   stemming   fromM' 
the  Iraqi  invasion,  which  left  10.00C 
companies  and  individuals  owing  u 
to  $20  billion,  are  still  being  felt. 

Twenty-year   government   bonds  I 
issued    in    1992    to    the    banks    ir  ointver 
return  for  these  bad  debts  currently^-: 
comprise  some  36%   of  total   banki 
assets,  down  from  60%  when  theyie< 
were  first  issued.  They  yield  a  little 
under   5%,   but  are   a   secure   forrr 
of  income. 

By  Law  41  of  1993,  the 
government  set  out  a  schedule  for  the 
repayment  of  debts.  The\ 
could  either  be  repaid  in  full  bv 
September  7,  1995,  with  an  enticinc 
discount  of  46%,  or  alternatively 
settled  in  full  over  a  period  of  1j|| 
years.  Sources  in  Kuwait  are  novvfete 
saying  tha't  this  may  be  extended  tc 
20  years. 

With  loans  only  making  up  e 
quarter  of  banks'  total  assets,  anc 
good  lending  opportunities  limited 
Sheikh  Salem  Abdul  Aziz  Al-Sabah 
the  Governor  of  the  Centra  | westr.i 
Bank  of  Kuwait,  is  eager  for  some^- 
consolidation  in  the  banking  system 
Mergers  are  likely.  Already  twe 
specialist  banks  -  the  Industria 
Bank  of  Kuwait  and  the  Kuwaiti 
Real  Estate  Bank  -  are  expectec 
to  come  together,  and  talks  are  % 
proceeding      between     the      Bank 
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<l>f  Kuwait  and  the  Middle  East  and  the 
Commercial  Bank  of  Kuwait. 

National  Bank  of  Kuwait  (NBK) 
increased  net  profits  in  1994  by  5.8% 
^jo  $178.5  million.  NBK  has  about  40% 
■Art  the  domestic  market  and  moved 

nto  impressive  new  premises  at  the 
a  beginning  of  the  year.  It  is  particularly 
:  \  ;trong  in  the  corporate  finance  field 
3'md  has  been  successful  in  bidding  for 
-^  nuch  of  Kuwait  Airways'  business  as  it 
Rebuilds  its  fleet.  It  is  expanding  its 
Overseas  network  and  has  even 
'Opened  a  representative  office 
Np  Vietnam. 

':i  Gulf  Bank  also  advanced  $80  million 
■lb  finance  an  Airbus  A300  in  1993. 
:"  ohn  D.  Harris,  the  chief  general 
e5nanager,  says  that  his  bank 
-  is    concentrating    on    standards    of 

ervice  and   improving   our  financial 

iroducts.       Branches      are       being 

edesigned  and  a  fully  automated 
taj  omputerized  system  will  be  installed 
itfl  >y  the  end  of  1 996.  We  have  no  plans  to 
'"!"ierge."  Gulf  Bank's  profits  increased 
Rlj  y  21%  in  1994. 

■Ml  Burgan  Bank's  managing  director, 
jjUhmed    Al-Abdullah    Al-Ahmed    Al- 

■abah,  is  positive  about  the  future. 
m  oan  syndications,  project  finance  and 
'  )int  ventures  figure  in  his  plans,  with 
■"■'<  >sia  and  South  Africa  being  to  the  fore. 
baa  The  leading  banks  are  developing 
'.'?  ew  services,  extending  credit-card 
"facilities,  consumer  loans  and 
':""  slephone  banking.  With  43%  of  the 

opulation  being  under  the  age  of  15, 
n  lere  is  considerable  concentration  on 
fi  ie  youth  market. 

iM  Kuwait  Finance  Center  (KFC)  was 
31  ie  first  quoted  merchant  bank  on  the 
pa  uwait  stock  exchange  in  1988, 
:-:  lough  its  impressive  chairman,  Diraar 
■  I ,  Alghanim,  explains  that  its  origins 
mate  back  to  the  early  1970s  when  it 
-;. :  /orked  closely  with  South  Korea  and 

gypt  and  established  a  joint-venture 
.:  i  lerchant  bank  in  Seoul,  which  last 
M  ear  was  renamed  Hyundai 
-•r5  iternational  Merchant  Bank.  KFC 
acar  olds  a  unique  license  as  an 
■■;■■%  ivestment  bank,  undertakes  advisory 
sal  rork  for  foreign  clients  and  invests 
$f|  irectly  in  the  U.S.  and  Europe. 
J  Side  by  side  with  Western-style 
:•/(  Dmmercial  banking,  Islamic  finance  is 
jtij  rowing  in  importance  since  it  started 
gtd  i  Kuwait  18  years  ago.  Kuwait  Finance 
i  ;fl  ouse  (KFH)  was  established  as  a 
53d  stail  bank,  which  operates  according 


to  Sharia  law  that  forbids  dealing  in 
interest.  It  is  49%  government-owned. 

PRIVATIZATION 

Sheikh  Salem  Abdul  Aziz  Al-Sabah,  the 
Governor  of  the  Central  Bank  of 
Kuwait,  emphasized  the  necessity  of 
providing  the  private  sector  with  a 
bigger  role  in  the  domestic  economic 
activity  to  help  solve  chronic  problems 
pertaining  to  monopolies  witnessed  in 
the  public  sector,  in  a  recent  interview 
in  the  English-language  daily,  the 
Kuwait  Times. 

"This  will  be  very  helpful  in 
designing  and  maintaining  a  balanced 
price  policy,  create  incentives  and 
increase  the  spirit  of  competition  in  the 
local  market,"  he  said.  "The  private  sector 
would  attract  local  investment,  which 
will  in  turn  discourage  capital  outflow." 

Like  the  other  oil-producing 
countries,  Kuwait  has  a  large  public 
sector  that  dominates  the  economy 
and  the  private  sector,  and  includes  the 
bulk  of  oil  and  oil-sector-related 
activities  as  well  as  a  wide  range  of 
non-oil-related  activities  including  the 
major  utilities. 


In  a  short  space  of  time  trading  has  resumed  its 
place  as  a  mainstay  of  Kuwait's  development. 

In  Kuwait's  commitment  to  growth, 
the  private  sector  has  to  play 
an  increasingly  important  role.  The 
Kuwait  Investment  Authority  (KIA), 
which  is  responsible  for  the 
management  of  the  ongoing  revenues 
from  oil,  requested  that  the  World 
Bank  prepare  a  comprehensive 
privatization  strategy  and 

implementation  plan. 

All  A.  Rashaid  Al-Bader,  KIA's 
managing  director  and  a  former 
banker,  explains  that  privatization  will 
go  ahead  on  two  fronts.  "We  have 
already  begun  the  sale  of  government 
shareholdings       in       some       local 
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poised  institution  in  the 
State  of  Kuwait  offers  expert 
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and  investment  banking  needs. 
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BURGAN  BANK: 

Working  for  a  better  future 


Crude  oil  production  in  Kuwait  stands  at  two 
million  barrels  a  day,  with  the  Burgan  field  one  of 
the  most  prolific  in  the  world. 

companies,"  he  says.  "With  the 
experience  gained,  we  will  tackle 
the  sale  of  utilities,  of  which 
telecommunications  will  be  the  first, 
followed  by  the  power  and  water 
industries,  and  eventually  wholly 
state-owned  companies  such  as 
Kuwait  Airways." 

The  World  Bank  identified  74 
public  or  mixed  companies  as  suitable 
candidates,  including  62  in  which  KIA 
has  shareholdings.  It  is  estimated  that 
the  total  value  of  the  government's 
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shareholdings  (excluding  oil-sector 
enterprises)  amounts  to  KD  3.6  billion 
($11.15  billion),  including  KD  2.2  billion 
($7.42  billion)  in  electric  power  and 
water  facilities,  KD  200  million  ($675 
million)  in  telecommunications,  KD  420 
million  ($1 .41  billion)  in  Kuwait  Airways 
Corporation  and  KD  800  million 
($2.7  billion),  representing  KIA's 
shareholdings  in  its  62  companies. 

These  have  been  grouped  in  three 
categories:  23  that  could  be  privatized 
quickly  with  few  complications;  six  that 
could  be  liquidated;  and  33  that  need 
further  analysis.  The  largest  proportion 
of  these  consists  of  24  companies 
in  the  banking,  real  estate  and 
financial  sectors. 

Privatization  of  KIA  companies  began 
last  September  with  the  sale  of  shares  in 
the  Commercial  Facilities  Company 
(CFC),  which  was  five  times 
oversubscribed  and  now  trades  at  a 
healthy  premium.  In  December  KIA 
auctioned  60  million  of  the  71  million 
shares  it  owned  in  Al-Ahli  Bank,  realizing 
KD  10  million  ($33.75  million)  for  the 
government. 


THE  GULF  BANK,  YOUR  PARTNER  FOR 
INTERNATIONAL  BANKING  IN  KUWAIT. 


At  Gulf  Bank,  we  emphasize  three  principal  activities:  providing 

JL    jl  banking  services  to  international  companies  and  institutions 

contributing  to  the  development  of  Kuwait;  supporting  the  international 

requirements  of  the  Bank's  domestic  customers;  and  international 

lending  to  oil  related  business  and  the 

VI   financing  of  international  trade  to  Kuwait 

and  the  Gulf  region.  At  KD   1.39  billion 

(approximately  US$  4.5  billion),  we  are  just 

the  right  size  to  meet  all  your  financial  needs 

while  giving  you  the  personal  attention  and 

service  you  require  to  do  business  in  Kuwait.  So,  when  you  are  ready  to  do 

business  with  Kuwait,  we  will  be  ready  to  do  business  with  you. 

For  more  information  and  to  obtain  a  copy  of  our  annual  report,  fax  your 
business  card  to  our  International  Division  in  Kuwait  on  (965)  241  2849. 
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P.O.BOX  3200,  SAFAT  13032,  KUWAIT.  TEL:  (965)  2449501,  FAX:  (965)  2412849 


With  the  domestic  Kuwait  dinar  markeij 
remaining  strongly  liquid,  Al-Bader  i  I 
hoping  to  float  stock  issues  at  monthll' 
intervals.  With  seven  companie:!; 
already  privatized,  yielding  KD  21(1 
million  ($709  million),  he  expects  tha  I 
this  part  of  the  program  can  b<l  I 
completed  by  1998,  and  he  can  then  I 
turn  his  attention  to  the  major  utilities. 

The    Kuwait    stock    exchange    i:i 
playing  an  important  role.  At  present  ij 
trades  shares  in  51  companies  and  twill 
mutual    funds.    Its    current    director 
general,  Hisham  S.  Al-Otaibi,  has  beei 
in  the  job  for  eight  years  and  is  alsc 
Chairman  of  the  Arab  Union  of  Stocl 
Exchanges  and  Securities  Commission 
He  sees  a  good  future.  "We  have  j 
new  trading   floor,"    he   says,    "ant 
increasing    stock   volume    in    recen 
weeks,      which      should     continue 
Economically  we  are  in  very  good  shape 
compared  to  what  we  were. " 

THE  OIL  INDUSTRY 

No  one  had  really  expected  tha 
Kuwait's  return  to  oil  production  afte 
the  Gulf  War  would  have  been  sc 
quick.  That  the  700-odd  oil  fires  shouk 
have  been  extinguished  in  sever 
months  was  little  short  of  a  miracle. 

Damage  done  to  pipelines  and  o: 
installations,  along  with  wantor 
pollution,  cost  the  country  up  to  $75 
billion.  Yet  the  country,  with  some  1 0°/< 
of  world  oil  reserves,  has  the 
advantage  of  development  costs  tha: 
are  among  the  lowest  of  the  majo 
producers.  It  also  has  the  highly  prolific 
Burgan  field. 

The  Kuwait  Petroleum  Corporatior 
(KPC),  which  was  established  in  198C 
and  is  the  umbrella  organization  for  the 
industry,  includes  the  Kuwait  Oil  Co 
(KOC),  responsible  for  the  exploratior 
and  production  of  oil  and  gas  withir 
Kuwait;  Kuwait  National  Petroleum  Co 
(KNPC),  the  refinery  and  marketing 
arm;  Petrochemical  Industries  Co 
(PIC),  responsible  for  fertilizers  anc 
petrochemicals;  and  Kuwait  Oil  Tanke 
Co.,  the  transportation  arm. 

Minister  of  Oil  and  Chairmar 
of  the  Board  of  KPC  H.  E.  Dr.  Abdu 
Mohsen  Medej  Al-Medej  point! 
out  that  within  two  years  KPC  wa: 
in  a  position  to  produce  oil  at  the  same 
rate  as  before  the  war 
2  million  barrels  a  day.  Of  these 
1.2  million  are  exported  as  crude 
and  800,000  as  refined  -  up  frorr 
700,000  prewar. 


Oil  is  an  essential  component  in  economies  around  the  world: 

driving  industry  and  business;  sustaining  communities;  touching  all  of  our  lives. 

Our  experience  in  oil  sourcing,  processing  and  distribution  is  unrivalled. 

Our  presence  in  the  world  unquestioned.  Our  heritage  unmatched. 


Kuwai?  Petroleum  Corporation 


KTiwait 


SPECIAL    ADVERTISING    SUPPLEMENT    P. 6 


Crude  oil  production  during  the  first 
quarter  of  1995  was  maintained  at  2 
million  barrels  a  day,  the  same  as  in 
the  last  quarter  of  1994.  The  spot 
price  of  Kuwait  crude  averaged 
$15.30  per  barrel,  an  increase  of  1 1  % 
above  the  1994  average. 

Besides  potentially  substantial 
expansion,  there  is  also  the  possibility 
in  the  near  future  of  foreign 
participation  in  domestic  oil 
production  and  exploration.  Some 
recent  reports  indicate  plans  to  invest 
up  to  $15  billion  over  the  next  ten 
years  to  boost  crude  oil  production 
capacity  and  expand  downstream 
operations. 

There  should  be  a  decision  shortly 
on  allowing  foreign  oil  companies  to 
participate  in  exploration  and  production 
operations  for  the  first  time  since  1975. 
The  Oil  Minister  has  indicated  that  the 
plan  is  to  invite  bids  from  properly 
qualified  international  oil  companies  by 
open  tender,  and  that  the  acreage  on 
offer  will  not  include  any  already 
discovered  oil-bearing  structures. 
Foreign  companies  would  be 
responsible  for  the  technical  and 
financial  risks  of  their  activities. 

Following  the  completion  of  repairs 
to    Mina   Al-Ahmadi    refinery's   third 
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The  impressive  Kuwait  parliamentary  building  -  home  of  the  National  Assembly. 


crude  distillation  unit  last  year,  the 
upgrading  of  facilities  there  and  at 
Mina  Abdullah  and  Shuaiba  is  likely  to 
continue,  together  with  the  longer 
term  aim  of  expanding  capacity 
outside  the  country. 

There  is  likely  to  be  a  considerable 
growth  in  KPC's  international 
operations.  In  Europe  it  already  markets 
400,000  barrels  a  day  through  its  6,400 
Q8  petrol  stations,  and  an  expansion  in 
refinery  capacity  from  130,000  barrels  a 
day  to  300,000  barrels  a  day  is 
envisioned. 

There  are  hopes  that  up  to  400,000 
barrels  a  day  refining  capacity  will 
become  available  on  a  joint-venture 
basis  in  Asia.  Talks  are  under  way  with 


companies  in  China,  Indonesia,  Soutt 
Korea  and  Thailand. 

Letters  of  intent  for  refiner 
projects  in  India  and  Pakistan  hav> 
already  been  signed.  In  India  the  link  i 
with  the  state-owned  Indian  O 
Corporation  (IOC)  for  a  joint-ventun 
refinery  with  an  initial  capacity  o 
120,000  barrels  a  day  and  possibl' 
expansion  to  250,000  barrels  a  da\ 
KPC  and  IOC  would  each  hold  a  26°/ 
stake,  with  the  remaining  shares  to  b 
offered  to  the  public.  In  Pakistan  trv 
partner  will  be  the  State  Oil  Company 
and  the  initial  refining  capacity  wouh 
also  be  120,000  barrels  a  day. 

WRITTEN  BY  STUART  ARNOLD  AND 
PRODUCED  BY  ADIL  JILLA  OF  MEIAC,  UK. 


Mobile  Telecommunications  Co.  (K.S.C.) 
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day.  Before  abandoning  the  dollar's  link  to  gold,  the 
U.S.  government  could  routinely  borrow  long-term 
money  at  4%  or  less  and  short-term  hinds  at  around  1%. 
Similar  rates  today  would  save  the  federal  government 
over  SI 00  billion  a  year  in  interest  on  the  national  debt. 
In  other  words,  we  could  more  than  halve  the  budget 
deficit  without  cutting  one  penny  from  existing  federal 
programs.  Americans  could  once  again  (as  they  could 
until  the  late  1960s)  buy  houses  with  30-year,  fixed-rate 
mortgages  under  5%.  Such  low,  stable  rates  would  be  a 
powerful  stimulus  to  the  economy. 

Why,   then,   is   gold   the    unmentionable,   four-letter 
word  of  economics?  Why  does  serious  mention  of  gold 
brand  the  advocate  in  many  circles  as  an  ignoramus,  as  a 
crank?  The  answer  is  threefold:  a  misunderstanding  of 
the  role  of  money,  a  misreading  of  history,  and,  finally,  a 
visceral  revulsion  to  the  notion  that  a 
metal  can  do  a  better  job  of  guiding   % 
monetary  policy  than  can  a  gaggle  of  i 
finance  ministers,  central  bankers  and   |  . , " 
well-degreed  economists. 

Let's  take  a  look  at  the  misunder- 
standing of  money.  Money  is  a  stan- 
dard of  measurement,  like  a  ruler  or  a 
clock.  Money  is  meant  to  convey  infor- 
mation about  values  of  products  and 
services  and  to  facilitate  trade  between 
willing  parties.  No  one  would  seriously 
entertain  the  notion  of  a  ruler  that  con- 
stantly changed  in  length,  say,  from  12 
inches  to  14  inches  to  10  inches.  No 
one  would  have  much  faith  in  time- 
pieces where  the  number  of  minutes  in 
an  hour  fluctuated  daily.  When  money 
as  a  measurement  becomes  unstable,  it  creates  huge  inef- 
ficiencies, anxieties  and  diversions  of  energy  from  pro- 
ductive tasks  to  speculative  or  protective  ones.  Fluctuat- 
ing money  also  undermines  people's  faith  in  a  moral 
order.  John  Maynard  Keynes  put  well  the  devastating 
impact  of  inflation  in  a  1920s  essay:  "There  is  no  subtler, 
no  surer  means  of  overturning  the  existing  basis  of  soci- 
ety than  to  debauch  the  currency." 

To  understand  the  importance  of  stable  money,  think 
of  a  home  buyer.  The  carpenter  agrees  to  build  the  buyer 
a  2,000-square-foot  house  for  a  certain  price.  But  in- 
stead of  a  foot's  being  12  inches,  it  turns  out  to  average 
14  inches  during  construction.  The  home  buyer  gets  a 
windfall  gain  of  a  house  36%  bigger  than  the  contract 
specified.  Conversely,  the  carpenter  has  suffered  an 
unexpected  loss.  If  the  ruler  were  to  average  10  inches, 
the  reverse  would  happen:  The  carpenter  would  gain;  the 
home  buyer  would  lose. 

Or  take  a  worker  who  receives  a  wage  of  $12  per  hour. 
If  the  number  of  minutes  in  an  hour  fluctuated  the  way 
the  dollar  does  now,  an  hour  could  be  90  minutes 
instead  of  60  minutes.  The  employer  would  come  out 
ahead,  having  obtained  S18  worth  of  work  for  $12.  If 
the  "value"  of  an  hour  should  drop  to  45  minutes,  then 
the  worker  would  receive  S12  for  $9  worth  of  work. 

Changes  in  the  value  of  money  are  just  as  disruptive  as 
changes  in  the  number  of  inches  in  a  foot  or  minutes  in 
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Today  you  wouldn't  need  to  hold  gold 
to  operate  gold  standard. 


an  hour  would  be.  Once  you  understand  this,  you  can 
readily  grasp  the  need  for  stable  money.  The  basic  ques- 
tions then  are:  What  is  the  most  reliable  compass  or  guide 
for  central  banks,  particularly  for  the  Federal  Reserve? 
And  how  does  the  Fed  know  whether  it  is  printing  too 
many,  too  few  or  just  the  right  number  of  dollars? 

The  best,  time-tested  compass  for  stability  is  that  dis- 
reputable commodity,  gold.  Why?  It  is  rare  enough  to 
have  intrinsic  value.  It  cannot  be  consumed  as  wheat  can 
be;  virtually  all  of  the  gold  that  has  ever  been  mined  is 
with  us  today.  Annual  production  is  but  a  small  fraction 
of  the  outstanding  supply;  thus,  gold  is  not  subject  to 
the  supply  shocks  that  afflict  other  commodities  such  as 
oil  or  corn:  A  drought  can  send  the  price  of  corn  soar- 
ing. Apart  from  a  handful  of  industrial  and  dental  uses, 
gold  has  no  economic  purpose  other  than  being  decora- 

tive  or  as  a  store  of  value.  Therefore, 

gold's  price  is  unaffected  by  the  nor- 
mal ebb  and  flow  of  economic  activity. 
Under  a  modern  gold  standard,  a 
boost  in  the  price  of  the  yellow  metal 
would  tell  the  Fed  to  tighten.  To  do  so, 
our  central  bank  would  sell  bonds  from 
its  portfolio.  The  sale  would  remove 
money  from  the  banking  system  be- 
cause the  Fed  would  simply  sit  on  it 
and  not  deposit  it.  In  other  words, 
those  dollars  would  disappear,  and  the 
supply  of  dollars  in  the  economy  would 
thereby  be  reduced.  The  relative  value 
of  the  dollar  to  gold  would  go  up,  and, 
ipso  facto,  gold's  dollar  price  would 
go  down.  Economists  too  often  see 
money  as  a  "flexible"  tool  for  "guid- 
ing" the  economy.  They  don't  understand  how  destruc- 
tive and  pernicious  such  flexibility  is  to  society. 

The  second  reason  serious  people  pooh-pooh  what 
Keynes  called  the  "barbarous  relic"  is  that  gold  has  had  bad 
press  for  over  a  century.  Many  historians  have  associated 
gold  with  favoring  flinty-eyed  bankers,  ruthless  industrial- 
ists and  pitiless  men  of  property,  not  with  favoring  strug- 
gling farmers  and  workers.  Many  historians  and  economists 
believe  that  if  gold  were  not  in  some  way  the  cause  of  past 
economic  distress,  it  at  least  deepened  the  contractions. 

After  the  Civil  War,  our  return  to  the  gold  standard 
was  blamed  for  the  ruin  of  thousands  of  farmers  by  rais- 
ing the  real  costs  of  their  debts  and  by  depressing  com- 
modity prices.  Critics  have  a  point  in  that,  after  war-cre- 
ated inflation  set  in,  the  U.S.  should  have  pegged  the 
dollar-gold  ratio  to  reflect  that  rise  rather  than  going 
through  a  painful  deflation  to  return  to  the  prewar  pari- 
ty. But  there  was  another  cause  of  the  farmers'  distress — 
technology.  Advances  in  shipping  and  railroads  made  it 
possible  to  cultivate  wheat  fields  in  Ukraine,  Argentina, 
Australia  and  elsewhere  for  world  markets.  (The  intro- 
duction of  winter  wheat  in  the  U.S.  greatly  enhanced  our 
own  yields,  and  to  this  day  fewer  farmers  are  needed  to 
produce  more  and  more  food.) 

Rural  America's  antigold  sentiments  reached  fever 
pitch  during  the  depression  of  the  1890s  and  were  artic- 
ulated by  William  Jennings  Bryan.  Although  Bryan  was 
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Depression  prime  ministers  and  Treasury  pooh-bahs  meet  on 
eve  of  England's  abandonment  of  gold  standard. 
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trounced  three  times  in  presidential  elections,  his  thesis — 
that  gold  was  an  oppressor  of  hardworking  people — 
stuck.  But  the  events  of  the  1920s  and  1930s  drove  the 
intellectual  stake  through  the  heart  of  the  yellow  metal. 

After  World  War  I,  Britain  made  the  same  mistake  that 
we  had  made  after  the  Civil  War.  London  had  gone  off 
gold  in  1914  at  the  start  of  WWI  and  had  experienced 
serious  inflation.  In  the  1920s  Britain  deflated  credit  in 
order  to  establish  the  prewar  parity  between  sterling  and 
gold.  The  return  to  gold  in  1925  was  blamed  for  the 
subsequent  distress  of  Britain's  large  coal  industry  and 
the  national  general  strike  that  followed  a  year  later. 

Gold  received  its  ultimate  discrediting  with  the  advent  of 
the  Great  Depression  in  1929.  In  die  wake  of  the  collapse  of 
world  commerce  and  finance,  brought  on  by  the  horrific 
Smoot-Hawlev  tariff,  the  U.S.  and  Britain  adopted  mistaken 
policies  in  the  name  of  sta\ing  on  die  gold  standard.  Britain 
tightened  credit  instead  of  easing  it.  The  U.S.  enacted  a  sub- 
stantial tax  increase,  deepening 
the  contraction.  Instead  of  utiliz- 
ing tax  and  monetary  policies  to 
help  alleviate  distress,  Britain 
abandoned  the  gold  standard  in 
1931,  and  the  U.S.  sharply  de- 
valued the  dollar  in  1934.  Ever 
since,  the  gold  standard  has  been 
portrayed  as  a  principal  cause  of 
the  Depression  instead  of  as  a 
victim  of  misguided  policy. 

In  1944  the  U.S.  and  Britain 
created  what  became  known  as 
the  Bretton  Woods  internation- 
al monetary  system.  The  dollar  remained  fixed  to  gold  at 
$35  per  ounce.  Other  currencies  were  tied  to  the  dollar, 
with  only  a  small  band  for  fluctuations.  Institutions  were 
created  to  help  countries  cope  with  future  balance-of-pay- 
ments  problems  and  to  stimulate  recovery  from  the  war. 

Bretton  Woods,  GATT,  NATO  and  other  measures 
helped  bring  on  the  great  boom  of  the  1950s  and  1960s. 
There  were  exchange-rate  crises,  but,  by  today's  stan- 
dards, devaluations  were  infrequent.  When  a  country's 
currency  came  under  attack,  authorities  took  immediate 
remedial  measures.  Inflation,  when  it  flared,  was  quickly 
brought  under  control.  Nonetheless,  sentiment  against 
gold  grew.  Most  antigoldsters  advocated  letting  all  ex- 
change rates  float  against  one  another,  making  money 
simplv  another  commodity.  Simultaneously,  American 
policvmakers  got  the  notion  that  the  dollar's  role  as  a 
reserve  currency  posed  intolerable  financial  burdens.  As 
our  trade  surplus  shrank,  cries  for  devaluation  grew. 

The  U.S.  began  moving  off  gold  in  the  late  1960s, 
formally  severing  the  link  when  President  Nixon 
imposed  price  and  wage  controls  in  1971.  But  the  new- 
regime  of  floats  failed  miserably.  Instead  of  increased 
prosperitv,  we  got  a  debilitating  decade  of  rising  infla- 
tion, collapsing  equity  markets  and  declining  standards 
of  living.  Even  the  economic  recovery  of  the  1980s  saw 
abnormally  high  interest  rates  by  historic  standards. 

The  second  major  hurdle  to  a  new  era  of  prosperity: 
our  tax  code.  No  human  being  understands  it.  The  cur- 
rent code,  which  runs  over  8,000  pages,  with  countless 
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thousands  more  IRS  rulings  and  interpretations,  is 
beyond  redemption.  The  answer  is  to  start  all  over  again, 
which  is  what  the  flat-tax  movement  is  all  about.  With  a 
flat  tax,  rates  would  be  slashed  and  all  deductions  done 
away  with,  except  for  generous  personal  allowances. 

Two  Hoover  Institution  economists,  Robert  Hall  and 
Alvin  Rabushka,  have  done  extensive,  definitive  work  on 
the  flat  tax.  Their  new  edition  of  The  Flat  Tax  brilliantly 
updates  their  1985  original.  Under  their  revenue-neutral 
plan,  a  family  of  four  would  pay  no  federal  income  tax  on 
its  first  525,500  of  income.  Any  income  above  that  level 
would  be  taxed  at  the  flat  rate  of  19%.  For  individuals, 
there  would  be  no  levies  on  interest,  dividends,  capital 
gains  or  estates.  Businesses  would  also  have  a  flat  19%  rate 
and  could  write  off  all  capital  investments,  including  land, 
in  the  year  in  which  thev  were  made.  Any  tax  losses  could 
be  carried  forward  and  applied  against  future  profits. 
All  variants  being  discussed  take  off  from  the  work  of 
Hall  and  Rabushka.  The  most 
ambitious  version  is  that  of 
House  Majority  Leader  Dick 
Armey  (R-Tex.).  He  proposes 
a  three-vear  phase-in  from 
20%  to  17%,  coupled  with 
ambitious  budget  cuts.  The 
exemption  for  a  family  of  four 
would  be  S36,800.  Presiden- 
tial aspirant  Senator  Arlen 
Specter  (R-Pa.)  advocates  a 
20%  level  with  modified 
deductions  for  interest  on 
home  mortgages  and  for  char- 
itable contributions.  His  plan,  too,  would  exempt  inter- 
est, dividends,  capital  gains  and  estates. 
The  virtues  of  a  flat  tax  are  overwhelming: 
Productivity.  Enormous  resources  would  be  released 
for  productive  pursuits.  Incalculable  amounts  of  intellec- 
tual brainpower  are  devoted  to  the  dead-end  task  of  cop- 
ing with  the  current  tax  code.  Over  500,000  people  in 
the  U.S.  make  their  living  off  it,  whether  in  lobbying, 
lawyering,  tax  preparing  or  accounting.  Americans  spend 
5.5  billion  hours  a  year  filling  out  tax  forms. 

Fairness.  Under  a  flat  tax,  the  higher  your  salary,  the 
more  you  pay  in  tax,  in  contrast  to  our  current  exemption- 
riddled  system.  The  rich  would  pay  a  higher  proportion  of 
revenues  collected.  This  has  happened  every  time  high  rates 
have  been  lowered.  The  generous  personal  allowances 
would  lop  millions  of  Anericans  Off  federal  income  tax  rolls. 
Aid  the  tax  code  would  be  transparent  and  understandable. 
Efficiency.  The  flat  tax  would  be  infinitely  easier  to 
collect.  Experts  estimate  Americans  spend  between  $100 
billion  and  $300  billion  to  comply  with  the  current  code. 
Anticorruption.  The  flat  tax  would  eliminate  a  large 
source  of  political  manipulation  at  state  and  federal  lev- 
els. The  current  monstrosity  remains  ripe  for  abuse  and 
behind-the-scenes  deals  for  powerful  special  interests.  It 
is  no  coincidence  that  members  of  congressional  tax- 
writing  committees  receive  on  average  twice  the  political 
contributions  of  their  non-tax-writing  colleagues. 

The  flat  tax,  combined  with  a  new  gold  standard,  would 
unleash  a  boom  of  unprecedented  proportions.  ■ 
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Agile  brokers  are  making  fortunes  off  the  spreads 
between  luxury-car  prices  around  the  world. 

Carbitrage 


By  Nina  Munk 

At  the  downtown  Jeep/Eagle  deal- 
ership in  Toronto  a  Grand  Cherokee 
Limited  V-8  lists  for  the  equivalent  of 
US$28,125.  Across  the  border,  in  the 
Buffalo  suburb  of  West  Seneca,  the 
same  model  with  identical  options 
carries  a  sticker  price  of  S 32, 590. 
Across  the  ocean,  in  Munich,  Germa- 
ny, the  price  is  S56,000. 

On  these  spreads  dealers  with  inter- 
national connections  are  making  a 
bundle.  Typical  is  Wolfgang  Trenz. 
Based  in  Weiherhammer,  about  112 
miles  north  of  Munich,  Trenz's 
American  Motors  Trenz  GmbH  sells 
the  Grand  Cherokee  Limited  for 
about  $46,342,  17%  less  than  the 
official  price  in  Germany.  Stocking 
almost  exclusively  Jeeps  and  Voyager 
minivans,  Trenz  last  year  sold  1,000 
new  cars  and  200  used  cars.  Trenz 
says  he  made  about  S3  million,  on 
sales  of  $36  million. 

How  can  he  undercut  the  other 
dealers?  Trenz  is  a  carbitrager.  By- 
passing Chrysler  distribution  chan- 
nels, he  buys  Jeeps  wherever  they  arc- 
cheapest,  paying  retail  but  knowing 
he  can  sell  them  for  much  more. 
These  days  the  cheapest  place  is  Cana- 
da, where  the  deutsche  mark  has 
climbed  by  58%  against  the  Canadian 
dollar  in  the  past  four  years. 

Bv  telephone  and  t\\x,  Trenz  taps 
into  his  network  of  Chrysler  dealers  in 
Ontario,  Quebec  and  Nova  Scotia. 
Lately  he's  paid  a  Canadian  dealer 
sticker,  or  $28,125,  for  a  Grand  Cher- 
okee Limited.  Transportation  and 
Germany's  1 0%  duty  and  1 5%  sales  tax 
add  $10,000  to  the  cost.  Trenz  in- 
stalls new  lights,  adjusts  the  electrical 
system  and  changes  the  tires  to  meet 
German  vehicle  specifications  and 
overrides  a  computer  chip  that  limits 
the  North  American  Cherokee's  top 
speed  to  112  miles  an  hour.  Finally, 
Trenz  sets  aside  $  1 , 1 00  per  vehicle  to 
cover  warranty  costs. 

All   this   brings  the  total   cost  of 
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Trenz's  Cherokee  to  $42,972,  leav- 
ing a  profit  of  S3, 370.  Trenz  says  he 
moves  60%  of  his  metal  to  Germans, 
the  balance  to  buyers  in  Russia,  Po- 
land, the  Czech  Republic,  South  Afri- 
ca, Turkev,  Zaire  and   Kazakhstan. 


Sales,  he  says,  have  doubled  in  each  of 
the  past  four  years. 

There  are  plenty  of  Trenzes  playing 
intercountry  car  price  spreads.  Maga- 
zines like  Germanv's  Auto  Motor  und 
Sport  are  packed  with  advertisements 


Was 


offering  American  utility  vehicles  and 
minivans  at  big  discounts. 

And  not  just  American  cars.  In 
Russia  a  BMW  525i  purchased  through 
an  official  BMW  dealer  runs  about 
$73,755,  versus  $38,800— before 
taxes — in  Germany.  Wolfgang  Vol- 
lath,  managing  director  of  BMW's 
Moscow  office,  says  Russia's  gray 
market  BMW  dealers  run  splashy  televi- 
sion ads  and  outsell  his  licensed  deal- 
ers 10-to-l. 

Taiwan  is  a  hot  market  for  gray 
market  Volvos,  Mercedes  and  bmws. 
Thanks  to  tariffs  and  taxes  on  import- 
ed luxury  cars,  a  Volvo  850  Turbo 
Wagon  that  retails  at  $33,550  in  Los 


"I  don't  only  have  to  compete  with  Chrysler  dealers.  I  have  to  be  something  better," 
says  Wolfgang  Trenz.  Above,  Trenz  mechanics  alter  Jeeps  to  meet  German  specs. 


Angeles  goes  for  $62,535  in  Taipei. 
One  gray  market  broker  crisscrosses 
Canada  and  the  U.$.  looking  for  the 
models  he  needs  while  his  Taiwanese 
partner  drums  up  customers.  Within 
ten  days  of  an  order  coming  in,  the 
cars  are  delivered  to  the  closest  port, 
ready  for  shipment  to  Taipei. 

"We've  got  this  business  down  to  a 
science,"  the  broker  says.  "I'd  buy 
ten  times  as  many  Mercedes  if  I  could 
find  them." 

The  auto  manufacturers  are  not 
amused.  The  gray  market  cars  don't 
hurt  their  sales,  but  they  do  hurt  their 
franchised  dealers — and  perhaps  their 
image.  "These  [gray  market]  vehicles 
are  not  made  for  the  markets  they're 
going  to,"  grumbles  Philip  Bates, 
manager  for  international  sales  analy- 
sis at  Chrysler.  "When  there's  a  prob- 
lem, they  end  up  at  the  [official] 
dealer,  but  there's  no  warranty,  some- 
„  times  no  parts,  and  no  way  to  contact 
I  them  for  a  recall.  It's  a  nightmare." 

However,  the  gray  marketers  have 

j?  developed  aftersales  services  of  their 

|  own.  About  18  months  ago  Wolfgang 

Trenz  introduced  his  own  guarantee 
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program,  which  duplicates  Chrysler's 
official  warranty.  His  service  depart- 
ment in  Weiherhammer  carries  so 
many  Chrysler  spare  parts  ( purchased 
on  the  gray  market)  that  official 
Chrysler  dealers  often  come  to  Trenz 
for  parts. 

Manufacturers  are  trying  to  crack 
down  on  the  gray  market  trade.  Last 
fall  gm  instituted  a  policy  asking  that 
Canadian  dealers  make  all  purchasers 
sign  a  document  promising  not  to 
resell  their  new  car  outside  the  coun- 
try. In  July  Volvo  of  North  America 
announced  it  will  fine  U.$.  and  Cana- 
dian Volvo  dealers  $2,000  for  each  car 
a  dealer  sells  to  an  exporter.  Canadian 
dealers  report  that  Chrysler,  Ford  and 
GM  threaten  to  cancel  franchises  of 
dealers  known  to  be  trading  with  the 
carbitragers. 

But  arbitrage  is  a  hard  thing  to  stop. 
"It's  tough  to  resist  a  big  sale,  espe- 
cially when  you've  got  a  lot  of  inven- 
tory on  the  ground,"  confides  a  Cana- 
dian Chrysler  dealer  who  has  sold  to 
the  gray  market.  He  adds:  "And  un- 
less you're  blatant  about  it,  it's  pretty 
hard  to  get  caught."  Hi 
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In  the  success  of  new  electronic  gadgets,  technology  is  only 
one  side  of  the  coin.  Greg  Blonder  looks  at  the  human  factor- 
and  sees  some  surprising  changes  in  store  for  business. 

What  land 
of  computer 
will  you  wear? 


By  Fleming  Meeks 

No  commkrcial  RESEARCH  operation 
is  the  match  of  AT&T  Bell  Laborato- 
ries, holder  of  25,000  patents  and 
home,  over  the  years,  to  seven  Nobel 
Prize  winners.  Lasers,  transistors,  so- 
lar cells  and  cellular  telephony  are  Bell 
Labs  inventions.  This  R&D  giant 
spends  $3.4  billion  a  year,  90%  on 
product  development,  10%  on  basic 
research. 

But  does  great  science  make  a  great 
business?  Not  always.  Witness  the  pic- 
ture phone,  an  AT&T  tour  de  force 
demonstrated  at  the  1964  World's 
Fair  but  a  commercial  flop  lor  the  next 
30  years.  There's  a  human  side  to 
technological  progress.  Do  people 
really  need  the  invention?  Do  they  feel 
comfortable  with  it? 

To  throw  light  on  these  questions 
Bell  Labs  has  asked  physicist  Greg 
Blonder  to  build,  at  its  Murray  Hill, 
N.J.  headquarters,  a  new  Human 
Centered  Engineering  Research  Lab- 
oratory. From  probing  physics,  Bell 
will  begin  probing  psyches.  Blonder, 
40,  came  to  Bell  Labs  in  1982  and 
won  30  patents  on  things  like  blood 
pressure  sensors,  solders  and  re- 
writeable  en-ROMs.  Bell  has  given  him 
a  $25  million  annual  budget  and  a 
platoon  of  100  cognitive  psycholo- 
gists, physicists,  mathematicians  and 
computer  scientists. 

Seven  months  into  his  new  job, 
Blonder,  who  has  a  Ph.D.  from  Har- 
vard, has  some  intriguing  thoughts 
about  what  makes  some  technologies 
catch  on  and  others  fail.   Here  are 
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some  of  his  early  conclusions. 

Teleconferencing  will  never  take 
much  business  away  from  the  airlines; 
consumers  will  be  putting  relatively 
less  money  into  general  purpose  com- 
puters and  more  into  cheap  machines 
specialized  to  narrow  tasks;  and  wire- 
less messaging  machines  will  be  a 
huge  success. 

At  first  blush,  teleconferencing 
looks  like  a  matter  of  science.  Inven- 
tors, at  AT&T  and  elsewhere,  have 
made  great  strides  in  the  past  few 
years  in  the  technology  for  transmit- 
ting video  images  over  telephone 
wires.  The  key  is  coding  algorithms  at 
each  end  that  eliminate  detail  from 
the  images,  compressing  them  into 
fewer  bytes  of  data.  That  compressing 
of  data  makes  phone  charges  for  the 
video  link  much,  much  lower  than 
they  used  to  be. 

But  why  won't  that  eliminate  a  lot 
of  business  travel?  Human  nature.  "It 
turns  out  that  human  beings  are  very 
finely  tuned  animals  at  interpreting 
facial  expressions,'"  says  Blonder. 
"And  those  subtle  expressions  are 
exactly  what  the  coder  removes  to  get 
the  compression. 

"If  I'm  a  businessman  and  I  want 
to  close  a  deal,  I'm  going  to  interpret 
the  slightest  change  in  the  movement 
of  your  eyebrow  to  tell  whether  the 
last  offer  I  made  is  getting  through.  If 
I  don't  get  that  signal,  it's  much  too 
dangerous  to  use  a  videoconference, 
especially  if  my  competitor  takes  the 
time  to  flv  out." 


Bell  Labs' 
Greg  Blonder 
with  a  prototype 
of  AT&T's  wrist- 
watch  phone 
Technology  as 
fashion  statement. 


Blonder's  pysche-probing  has  also 
led  him  to  glimpse  potential  cracks  in 
the  Intel/Microsoft  hegemony  over 
the  personal  computer  business.  "It's 
not  impossible  that  instead  of  selling 
$  1 ,000  computers,  you'll  sell  ten  $  1 00 
computers  and  use  them  effectively  for 
specific  tasks,"  he  says.  For  example, 
he  describes  a  checkbook-size  com- 
puter you  could  keep  with  your  bills, 
and  use  once  a  month  to  pay  them. 
Designed  with  bill-paying  and  only 
bill-paying  in  mind,  the  checkbook 
computer  would  be  much  easier  to  use 
than  a  PC  that  involves  such  complex - 
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ities  as  a  mouse,  speakers  and  a  com- 
plex ritual  for  installing  software. 

What  then  becomes  of  the  PC? 
Blonder  thinks  that  PCs  are  more 
powerful  than  they  need  be,  given  the 
way  most  people  use  them,  "pes  are 
one  of  the  least  innovative  products 
that  I  am  aware  of,"  says  Blonder. 
"Year  after  year  they  run  the  same 
three  programs — word  processing, 
spreadsheets  and  games — despite 
what  is  essentially  a  factor  of  1,000 
improvement  in  processing  for  the 
same  dollar." 

Think  of  it.  The  whole  momentum 


of  the  PC  industry  has  been  built  on 
persuading  people  to  buy  new,  more 
powerful  machines  so  they  can  run 
newer,  memory-hogging  versions  of 
the  same  old  programs.  If  Blonder  is 
right  and  the  public  tires  of  the  Bill 
Gates  treadmill,  there  will  be  big  dis- 
appointments in  Silicon  Valley. 

Which  brings  Blonder  to  an  area  of 
technology  that  he  does  think  will 
boom:  wireless  message  machines, 
which  are  simply  souped-up  pagers. 
The  device  of  choice  will  be  smaller 
than  a  cellular  phone  but  with  a  much 
longer-lived  batten'.  It  will  probably 


fit  in  the  palm  of  your  hand.  You  will 
use  it  to  send  and  receive  15 -second 
voice  messages  or  small  bursts  of  data, 
eliminating  a  lot  of  telephone  tag. 

You  can  get  the  same  result  today 
with  a  cellular  phone  and  voice  mail- 
box provided  by  the  phone  company, 
but  the  calls  are  fairly  expensive  and 
the  equipment  still  a  bit  cumbersome. 
Blonder  predicts  that  the  talking 
pagers,  in  contrast,  will  be  as  addictive 
as  answering  machines  and  E-mail. 

"It's  rare  that  anyone  who  buys  an 
answering  machine  ever  stops  using 
it,"  Blonder  says.  "People  have  a  deep 
need  to  communicate  and  to  have 
control  over  their  communications. 
That's  what  the  answering  machine 
gives  you,  and  that's  what  E-mail 
gives  you." 

Last  year  AT&T  paid  SI  60  million  at 
auction  for  a  nationwide  license  for 
two-way  messaging.  Clearly  that 
moves  the  telecommunications  giant 
in  the  direction  Blonder  is  talking 
about.  "In  five  years  everyone  will 
have  one  of  these  things,"  he  says. 
"The  big  question  is,  What  kind  of 
computer  will  you  wear?" 

An  Israeli-based  company  called 
VocalTec  is  already  selling  software 
that  allows  Internet  users  to  get  con- 
nections around  the  world  for  the 
price  of  a  local  phone  call.  Does  this 
threaten  AT&T  and  MCI?  Blonder  says 
no.  Why  not?  "On  an  incremental 
basis,  Internet  phone  is  cheaper  than 
at&t.  But  as  soon  as  the  volumes 
show  up  [the  cost  of  Internet  service 
will  increase].  And  as  customers  want 
customer  care  again,  it  comes  back  up 
to  essentially  the  same  cost." 

But  Blonder  does  recognize  a  po- 
tential threat  to  AT&T  from  the  Inter- 
net. "The  real  issue  is  not  Internet 
phone.  It's  this:  What  does  a  phone 
where  you  mix  voice  and  data  togeth- 
er on  the  same  machine  imply  about 
people's  behavior?"  For  example, 
what  becomes  of  AT&T's  800-number 
business,  which  handled  14.2  billion 
calls  last  year,  when  shoppers  can 
place  an  order  with  L.L.  Bean  over  the 
Internet  more  easily  and  more  quickly 
than  they  can  with  a  voice  call? 

The  answer  could  be  a  sharp  falloff 
in  800  traffic  growth,  but  Blonder 
isn't  worried.  He  expects  that  at&t 
will  be  in  the  business  of  designing  the 
computer  systems  that  will  replace  the 
calling  centers.  B 
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1  Hanks  to  Sprint  Business, 
Rail  Europe  increased  its  speed 
to  256  kilobits  per  second. 

Real  Problem.  Rail  Europe,  the  exclusive  sales  agent  for  most 
European  railways,  needed  a  way  to  offer  their  huge  database  of  schedule 
and  fare  information  to  travel  agents  all  over  the  world. 

Real  Solution.  Sprint  Business  put  them  on  track  with  SprintNet, 
the  world's  largest  public  data  network,  with  access  from  45  countries. 
What's  more,  with  X  .25  packet  switching  and  highly  reliable  access  at 
up  to  256kbps,  Rail  Europe  has  quickly  become  the  only  stop  for  thousands 
of  travel  agents  in  the  U.S.,  and  as  far  away  as  Japan  and  Australia. 
All  they  need  is  a  PC  and  the  price  of  a  local  call  to  book  virtually  any  train 
in  Europe  and  the  former  Soviet  Union.  24  hours  a  day. 
Sprint  Business  technology  helped  Rail  Europe. 
Let  us  help  your  business  do  more  business. 


1-800-669-4700 


©1995  Sprint  Communications  Company  LP. 
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Fred  Gibbons  beat  Bill  Gates  to  the  PC  software  market 
with  shrink-wrapped  programs.  His  company  was 
celebrated,  then  petered  out. 

What  might 
have  been 

By  Seth  Lubove 


Software  Publishing  Corp.,  ven- 
dor of  word  processing,  graphics  and 
other  desktop  programs,  was  a  classic 
Silicon  Valley  startup,  right  down  to 
the  Atherton,  Calif,  garage  in  which  it 
was  born.  It  was  a  winner  on  Wall 
Street,  going  public  at  7  in  1984  and 
climbing  to  35*4  by  1991. 

The  stock  recently  traded  at  3V2, 
not  much  more  than  its  cash  on  hand. 
Sales  peaked  at  $156  million  in  1992 
but  will  probably  be  a  fourth  of  that 
this  fiscal  year.  A  cautionary  tale  for 
anyone  who  forgets  how  quickly  the 
tables  turn  in  technology. 

Go  back  to  1977.  Fred  M.  Gib- 
bons, a  marketing  manager  at  Hew- 
lett-Packard, meets  with  Steven  Jobs 
at  a  pizza  shop  to  talk  about  a  job  for 
Gibbons  as  a  product  manager  at 
then-fledgling  Apple  Computer.  Af- 
ter lunch,  they  go  next  door  to  a  Byte 
computer  store  to  look  at  the  Apple  I 
computer.  Gibbons,  now  45,  notices 
the  rudimentary  re:  software,  hanging 
in  plastic  bags  on  a  pegboard. 

"I  said,  'Gee,  I  bet  there  would  be 
an  opportunity  for  someone  to  repre- 
sent the  [software]  authors,'  "  Gib- 
bons recalls.  In  his  spare  time,  Gib- 
bons started  Software  Publishing,  and 
by  1981  it  had  revenues  approaching 
$1  million  from  sales  of  a  software 
version  of  a  Rolodex.  Gibbons  and 
two  Hewlett-Packard  colleagues  quit 
their  day  jobs. 

Their  "PFS"  added  a  word  proces- 
sor, spellchecker  and  graphics  pro- 
gram. It  was  a  prescient  forerunner  of 
today's  big  marketing  lad  in  the  soft- 
ware industry,  the  software  "suite." 

Gibbons  became  a  celebrity. 
"One  of  the  best-run  software  com- 
panies   in    the    business,"    Business 
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Software  Publishing's  Irfan  Salim 
"It's  an  acceptance 
of  what  is." 


Week  rhapsodized  in  a  1986  article. 

But  already  sales  of  the  PFS  series 
were  tapering  off,  as  other  companies 
entered  the  market  with  more-power- 
ful programs.  Gibbons'  next  inspira- 
tion was  the  Harvard  Graphics  pre- 
sentation program,  business  software 
that  can  create  slick  text  and  slide 
presentations.  Software  Publishing 
captured  70%  of  the  market  for  DOS- 
based  presentation  software. 

And  then  Gibbons  made  a  mistake. 
Betting  on  IBM's  operating  system 
rather  than  Microsoft's,  he  invested 
money  in  making  OS/2  versions  of 
his  products  before  tackling  Windows 
versions. 

Gibbons  wasn't  the  only  developer 
to  bet  against  Windows.  Jim  Manzi  at 
Lotus  made  the  same  mistake.  Was  it 
resentment  over  Bill  Gates'  success? 
Overconfidence  in  ibm?  Fortunately 
for  Manzi,  he  also  invested  in  a  group- 
ware  program  called  Notes  that  saved 
the  day  and  motivated  IBM  to  buy 
Lotus  for  S3. 5  billion. 

What  was  Gibbons'  Notes?  He, 
too,  made   a  play  for  the   network 


market.  He  spent  $20  million  to  de- 
velop software  for  servers,  the  com- 
puter hubs  around  which  networks 
are  built.  But  the  business  was  very 
different  from  Software's  usual  offer- 
ing of  shrink-wrapped  software.  Net- 
work software  calls  for  higher  prices 
and  much  more  client  handholding. 
Gibbons  spent  another  S25  million 
on  a  Windows  database  software 
company  with  a  marketing  and  sup- 
port staff  that  could  deal  with  the 
corporate  clients.  Good  money  after 
bad.  Gibbons  sold  the  network  soft- 
ware operations  last  year  at  a  loss. 

Software  Publishing's  only  strong 
product  today  is  its  Harvard  Graphics 
program,  which  retails  for  $330.  It 
still  gets  glowing  reviews  in  computer 
magazines,  but  one  good  program  is 
not  good  enough  any  more.  Custom- 
ers like  to  buy  their  programs  in  bun- 
dles. You  get  a  fairly  good  presenta- 
tion graphics  package  in  Microsoft's 
$500  office  suite  that  includes  well- 
established  word  processor  and 
spreadsheet  programs  as  well. 

Gibbons  says  he  was  once  invited 
by  Borland  International's  Philippe 
Kahn  to  team  up  in  a  best-of-breed 
suite  that  would  have  included  Bor- 
land's spreadsheet  and  WordPerfect's 
word  processor.  He  turned  down  the 
offer,  fearing  compatibility  problems. 
"That  was  probably  a  mistake,"  he 
says  now. 

Too  many  such  mistakes.  Gibbons 
remains  chairman  but  stepped  aside 
last  year  as  chief  executive,  leaving 
that  job  to  Irfan  Salim,  who  had 
previously  run  international  sales.  Sa- 
lim has  fired  more  than  half  the  staff 
and  subleased  most  of  the  company's 
320,000-square-foot  headquarters  in 
Santa  Clara,  Calif. 

Software  Publishing,  now  focusing 
on  visual  presentations,  sells  pro- 
grams that  can  run  a  slide  show  and 
organize  computer  images  for  easy 
recall.  A  comedown?  "It  really  is  an 
acceptance  of  what  is,  instead  of  what 
we  want  it  to  be,"  says  Salim. 

Gibbons  these  days  spends  his  time 
piloting  his  personal  airplane — he  was 
lucky  enough  to  sell  some  of  his  stock 
in  better  days — and  lecturing  on  en- 
trepreneurship  at  Stanford.  Could  he 
have  been  another  Bill  Gates?  "We 
were  in  the  same  place  at  the  same 
time,"  he  says  wistfully.  "He  had  one 
set  of  cards.  I  had  another."  H 
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Who  wins 
home  banking? 


BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is 
founder  of  Technologic 
Partners,  a  technology 
consulting  company 
in  New  York  City, 
and  publisher  of 
Technologic  Computer 
Letter. 


Technology  isn't  everything.  Often,  it's 
not  even  the  most  important  thing.  I  think  we're 
going  to  see  this  vividly  demonstrated  in  the 
home  banking  business. 

Trustbusters  at  the  Justice  Department 
scared  off"  Microsoft  from  its  planned  acquisi- 
tion of  Intuit,  which  sells  software  that  enables 
you  to  pay  your  bills,  balance  your  checkbook 
and  do  your  taxes  by  computer.  The  govern- 
ment complained  that  a  combination  of  the 
companies  would  give  Microsoft  an  unfair  ad- 
vantage in  the  emerging  world  of  electronic 
commerce.  That  would  hurt  banks,  credit  card 
companies  and  other  financial  institutions. 

I  think  the  government  is  wrong.  Years  ago, 
when  semiconductor  companies  created  the 
digital  watch,  the  experts  assumed  that  chip 
companies  (like  Texas  Instruments)  would  walk 
away  with  the  watch  business.  After  all,  they 
had  the  superior  technology,  and  those  old- 
fashioned  watchmakers  in  Switzerland  had  the 
inferior  technology. 

It  didn't  work  out  that  way.  Watch  manu- 
facturers just  bought  the  semiconductors  they 
needed  and  ran  marketing  circles  around  TI. 

Expect  similar  adaptive  behavior  on  the  part 
of  financial  institutions.  It's  quite  possible  that 
Citicorp  will  end  up  using  home  banking  soft- 
ware written  by  Microsoft.  But  Citicorp  can  buy 
technology  elsewhere,  or  reinvent  it  itself  if  it 
has  to.  Citicorp  has  been  using  computers  since 
before  Bill  Gates  was  born. 

During  the  next  year,  upstarts  from  the 
world  of  technology  will  enjoy  some  successes  in 
on-line  commerce,  capturing  portions  of  the 
relationship  between  financial  service  institu- 
tions and  their  customers.  The  new,  technol- 
ogy-based companies,  however,  probably  won't 
make  significant  and  lasting  gains  in  financial 
businesses.  The  banks,  credit  card  companies, 
brokerages,  mutual  fund  managers  and  insur- 
ers are  too  big,  too  smart  and  too  entrenched  to 
be  pushed  aside  by  Microsoft. 

In  Germany  and  Japan  about  90%  of  all 
banking  transactions  are  already  being  done  on- 
line. The  shift  is  coming  more  slowly  here,  but 
we  do  have  electronic  bill  payments  through 
such  companies  as  Intuit,  Checkfree,  National 
Payment  Clearinghouse  and  Interactive  Trans- 
action Partners. 

Sexier  on-line  financial  services  will  arrive 


here,  probably  in  a  year  or  two.  I'm  hoping  for 
an  on-line  service  that  would  allow  us — with 
no  added  transaction  fees — to  inquire  about  our 
checking  and  savings  account  balances,  trans- 
fer funds,  pay  our  bills,  comparison-shop  for 
savings  instruments,  fuss  over  our  iras,  man- 
age our  credit  card  accounts,  apply  for  loans, 
peruse  our  stock  portfolios,  execute  trades  and 
maybe  even  settle  our  gambling  debts  at  off- 
shore Internet  casinos  with  untraceable  inter- 
national currency. 

The  banks  and  brokers  are  preparing  for 
that  day.  They  have  used  computers  for  years  in 
their  back  rooms  to  wire  money,  clear  securi- 
ties and  the  like.  Now,  automation  is  coming  to 
the  front  window.  Recently,  for  example,  Na- 
tionsBank and  Bank  of  America  bought  the 
rights  to  the  Managing  Your  Money  personal 
finance  software  and  intend  to  license  it  broadly, 
customizing  it  for  other  financial  institutions 
to  help  them  maintain  ties  with  customers  who 
want  home  banking. 

Credit  card  companies  face  competition  in 
digital  commerce  from  such  young  companies 
as  CyberCash,  First  Virtual  Holdings  and 

Banks,  brokerages  and 
mutual  fund  managers  are 
too  big  and  too  smart  to  be 
blitzed  by  Microsoft. 


Telequip  Corp.  (see  Michael  Gianturco's column 
on  the  following  page) .  The  upstarts,  however, 
won't  find  Visa  and  MasterCard  to  be  push- 
overs. The  card  companies  have  300  million 
users  and  tremendous  brand-name  recognition. 

Mutual  fund  giant  Fidelity  Investments  is 
using  the  Internet's  World  Wide  Web  to  cut 
costs,  primarily  in  distributing  prospectuses. 
The  company  looks  at  the  Internet  as  an  inter- 
esting new  interactive  channel  that  can  sup- 
plement existing  mail,  in-person  and  telephone 
services.  Fidelity  also  is  using  its  on-line  pres- 
ence to  find  potential  customers,  as  well  as  to  do 
some  market  research. 

When,  a  year  or  so  from  now,  big  financial 
services  companies  have  made  clear  their  strate- 
gies for  interactive  electronic  commerce,  I  ex- 
pect their  strengths  to  be  all  the  more  apparent. 
Among  other  advantages,  financial  institu- 
tions have  experience  with  the  pace  at  which 
consumers  are  willing  to  accept  new  technol- 
ogy in  such  sensitive  areas  as  personal  finance. 
They  remember,  for  example,  that  home 
banking  didn't  happen  ten  years  ago,  when  it 
was  widely  predicted,  and  that  it  has  taken 
three  decades  for  automated  teller  machines  to 
become  commonplace.  Bi 
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Digital  cash 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  new  book  on 
investing  in 
technology  stocks 
and  funds  is  The 
Market  that  Beats 
the  Market  {lime 
Brown,  1995). 


Who's  going  TO  be  the  winner  when  en- 
crypted digital  signals  replace  paper  money? 
Some  big  outfits  are  making  bets  on  cyber- 
cash.  Microsoft:  is  working  on  software  that  will 
make  financial  transactions  more  secure  on 
networks.  Visa  International  plans  to  introduce 
a  cash  card  in  time  for  the  1996  Summer 
Olympics. 

Some  role  in  the  coming  world  of  digital 
cash  is  likely  to  be  played  by  three  public 
companies  with  related  businesses:  Rain- 
bow Technologies,  which  is  in  data  security; 
VLSI,  which  sells  encryption  chips;  and  Se- 
curity Dynamics,  which  sells  software  for  cor- 
porate network  security. 

I  think  you  should  keep  an  eye  on  this 
exciting  new  business.  One  big  winner  may 
be  a  company  that  hasn't  even  gone  public 
yet — although  I  expect  it  will  someday — and 
that's  Telequip  Corp.  in  Hollis,  N.H.  Tele- 
quip  will  do  $6  million  this  year  in  revenue, 
largely  from  coin-dispensing  machines  used  in 
bank  drive-throughs.  Because  these  machines 
interact  with  the  banks'  computers,  Telequip 

Your  money  cannot  be  stolen 
from  the  card,  not  even  with 
electron  microscopes. 


got  into  security  protocols  and,  ultimately,  cryp- 
tography. Telequip  has  invented  a  pocket-size 
personal  encryption  card  called  the  Crypta  Plus. 
It  could  one  day  replace  your  checkbook. 

The  Crypta  Plus  card  contains  its  own  32- 
bit  microprocessor,  which  is  dedicated  to  cryp- 
tographic processing,  and  16  megabytes  of 
semiconductor  flash  memory.  Flash  memory  is 
the  kind  that  doesn't  forget  when  the  power 
goes  oft".  It's  part  of  stored-value  cards  used 
today  for  small  transactions,  such  as  in  vend- 
ing machines  and  pay  phones. 

Telequip's  card  plugs  into  a  slot  on  your 
portable  computer.  It  works  like  a  floppy  disk 
with  a  brain — a  suspicious  brain.  Stored  data  is 
locked  on  the  card  until  you  present  a  password. 
Unlocking  the  card  will  also  give  you  access  to 
your  own  unique  encryption  kcvs. 

You  can  use  the  keys  to  securely  encode 
information  for  transfer  via  modem  over  the 
phone — including  financial  transfers.  Because  the 
encryption  keys  are  essentially  written  into  the 


silicon,  they  cannot  be  copied  out  (as  they  could 
be  from  a  floppy  or  hard  disk)  by  bad  guys.  If  the 
card  fell  out  of  your  pocket  at  O'Hare,  no  prob- 
lem. Your  data,  your  code  keys  and  your  money 
cannot  be  extracted  from  the  Crypta  Plus.  Not 
even  with  advanced  instruments,  code- 
breaking  computers  or  electron  microscopes. 

Why  do  we  need  cards  with  flash  memory 
and  brains?  Aren't  plastic  cards  with  magnetic 
strips  enough?  Credit  cards  are  fairly  secure, 
but  for  electronic  commerce,  a  new  and  higher 
level  of  security  is  essential.  The  security  of  the 
account  number  on  a  magnetic  strip  card  has  a 
lot  to  do  with  where  you  plan  to  stick  the  card. 
If  you  push  the  card  into  a  computer  and  the 
computer  is  on  the  phone  to  a  network,  you're 
asking  for  trouble  from  hackers. 

There  are  plenty  of  horror  stories  about 
traditional  credit  card  theft.  Shoulder  surfers 
steal  telephone  credit  card  numbers  by  peek- 
ing over  your  shoulder  at  the  airport.  One  clever 
bunch  of  crooks  planted  a  phony  automatic 
teller  machine  in  a  shopping  mall  and  used  it  to 
capture  account  numbers  and  passwords. 

But  ATM  cards  are  more  secure  than  your 
credit  cards.  The  thief  needs  not  only  your  ac- 
count number  but  also  a  password  number.  In 
a  similar  vein,  Telequip's  Crypta  Plus  uses  a  two- 
part  security  system — the  thief  would  need 
both  a  stolen  card  and  a  password.  To  this  basic 
system,  Telequip  adds  the  considerable  power 
of  a  microprocessor  dedicated  to  cryptography. 
The  added  security  is  necessary  because 
phone-based  computer  networks  are  less  secure 
than  aim  networks.  That  is,  it  would  be  pretty 
hard  for  a  hoodlum  to  wiretap  his  way  into  a 
bank  network,  while  legions  of  would-be 
hackers  are  lurking  on  the  Internet. 

Would  you  tap  your  Visa  account  number  or 
a  bank  card  password  onto  the  Internet?  I  certainly 
wouldn't — at  least  not  yet.  This  is  why  the  Inter- 
net has  not  lived  up  to  its  commercial  potential. 

The  cybercash  market  is  the  big  potential 
payoff" for  Crypta  Plus,  but  consumers  arc  still  a 
long  way  from  accepting  the  notion  that  the 
public  computer  networks  can  safely  move  sums 
of  cash.  In  the  meantime  Telequip  is  selling 
the  card  to  companies  that  want  to  protect  sensi- 
tive databases.  An  executive  on  the  road 
would  use  the  card,  for  example,  if  he  stores 
valuable  engineering  data  on  a  laptop.  Says 
Michael  Jones,  39,  president  of  Telequip, 
"Everything  is  encrypted  by  the  Crypta  Plus 
card  on  its  way  into  storage." 

Telequip  is  also  working  with  a  bank  consor- 
tium (members  include  Bank  of  America  and 
Citibank)  on  how  to  turn  a  card  like  this  into  an 
electronic  checkbook.  There  are  a  number  of 
competing  concepts  for  digital  money,  but 
none  is  based  on  the  familiar  and  already  ap- 
proved machinery  of  the  checking  account.  H 
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James  Weber,  president  of  O'Brien  International 

Keeping  Ronald  Perelman's  companies  from  going  under. 


Dress  for  success 

Cynthia  Rowley  stands 
out  in  a  crowd,  donning 
high  heels  to  ride  her  Su- 
zuki dr.125  motorcycle  to 
work  each  day  in  Manhat- 
tan. And  in  the  cynical 
world  of  Seventh  Avenue, 
the  designer's  funky,  up- 
dated retro  fashions  are 
turning  heads. 

Her  dresses,  sports- 
wear, shoes  and  accessories 
racked  up  $12  million 
wholesale  last  fiscal  year,  to 
places  like  Saks  Fifth  Ave- 
nue, Neiman  Marcus  and 
Bloomingdale's.  That's 
up  30%  from  1993. 


Now,  with  financing 
from  cash  flow,  Rowley, 

37,  is  going  retail — in  the 
last  ten  months  opening 
stores  in  New  York  and 
Chicago;  Tokyo,  Manila 
and  Los  Angeles  open  by 
year- end. 

Rowley,  who  attended 
the  Art  Institute  of  Chica- 
go, produced  her  first 
collection  in  1981. 

Next:  knitwear,  jeans 
and  fragrances.  "I  just  can't 
say  no,"  she  says  of  new 
lines.  "Because  I 
can't  believe  I  have  the 
opportunity." 


Designer 
Cynthia  Rowley 
"I  just  can't 
say  no." 


Sink  or  swim 

James  Wkber  spent  three 
years  at  Pillsbury  before 
joining  $750  million 
(sales)  Coleman  Co.,  a 
camping  equipment  out- 
fit controlled  by  Mac- 
Andrews  &  Forbes,  in 
1989.  After  a  year 
divesting  unrelated  busi- 
nesses, he  tackled  the  mon- 
eylosing  hot-tub  unit. 
"They  thought  they'd 
shrink  the  balance  sheet 
and  close  it,"  says  Weber, 
35.  "Instead,  I  created  a 
real  business." 

He  upgraded  prod- 
ucts, started  a  new  ad  cam- 
paign and  cut  inventor)' 
by  $2  million.  Result:  $1 
million  profit  in  1992  on 

Hard-core  girl 

"I  SHOWED  an  interest  in 
numbers  early  on,"  says 
Nancy  Hawthorne,  44, 
chief  financial  officer  of 
Continental  Cablevision 
since  1992. 


$15  million  in  revenue. 

That  year  MacAndrews 
owner  Ronald  Perelman 
moved  him  to  Redmond, 
Wash. -based  O'Brien  In- 
ternational, a  water-ski 
equipment  maker  that 
had  lost  $7  million  in 
three  years. 

It  had  dated  graphics, 
lousy  dealer  service,  and 
equipment  you  had  to  be- 
an expert  to  use.  Weber  re- 
designed the  products, 
closed  a  factor)'  and  a  distri- 
bution center  and  spent 
$500,000  on  a  new  com- 
puter system. 

Last  year,  on  $23  mil- 
lion in  sales,  O'Brien  made 
a  $1  million  profit,  its  first 
in  five  years. 

The  Harvard-trained 
M.B.A.  started  out  doing 
commercial  lending  at 
Citibank's  broadcast  and 
cable  group,  where  Con- 
tinental was  a  client.  She 
moved  briefly  to  Bankers 


Continental 

Cablevision's 

Nancy 

Hawthorne 

Despite 

Dad's  dictum, 

she's 

a  financial 

success. 


"But  my  father  said 
such  hard-core  things 
weren't  appropriate  for 
girls." 

Luckily,  she  didn't  lis- 
ten to  Dad.  Since  joining 
the  company  in  1982,  she 
has  helped  increase  cash 
How  elevenfold,  to  an  es- 
timated $580  million  this 
year.  Among  her  accom- 
plishments: in  1992,  a 
$600  million  private  eq- 
uity placement,  a  high  fig- 
ure in  the  cable  industry. 


Trust.  Then  Continental 
offered  her  the  treasurer's 
job  in  1982. 

Up  next:  Hawthorne 
will  help  take  Continental 
public  by  year-end.  And 
rumors  are  flying  that  she  is 
engineering  an  impend- 
ing investment  in  the  firm 
by  U  S  West  or  AT&T. 
Hawthorne  confirms 
there  have  been  talks 
but  no  deal — yet.  "You 
need  major  funding  for 
telephony." 
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MONEY  &  INVESTMENTS 


Trust  a  trust 


Have  you  set  up  a  trust7  If  you  haven't,  get  cracking. 
No  middle-class  family  should  be  without  one. 


By  Carolyn  T.  Geer 

John  Hawley,  11 ',  never  considered  himself  the  trust  fund 
type.  A  retired  college  history  teacher  and  son  of  a  high 
school  principal,  he  grew  up  during  the  Depression.  Trusts 
were  for  rich  people. 

They  used  to  be  for  rich  people.  Now  they  are  very  much 
for  middle-class  people  like  Haw  ley.  After  his  wife  died 
three  years  ago,  Hawley  set  up  two  trusts  at  Charles 
Schwab  &  Co.  to  provide  tax  and  other  benefits  for  himself 
and  his  heirs. 

Think  of  that.  A  discount,  mass-market  stockbroker  has 
gotten  into  the  trust  business  and  has  people  like  retired 
teachers  as  customers.  From  a  standing  start  five  years  ago, 
Schwab  now  has  S23  billion  in  personal  trust  assets. 

Just  since  1990  at  least  60  independent  trust  companies 
have  been  founded  to  capture  the  new  wave  of  trust 
activity — and  that  doesn't  include  all  the  brokers  and  fund 
operators,  like  PaineWebber  and  Fidelity,  that  are  rushing 
to  set  up  trust  companies.  In  Florida,  revocable  living 
trusts  are  so  widespread,  "you  can't  get  into  a  country  club" 
without  showing  a  copy  of  your  trust,"  jokes  Gideon 
Rothschild,  a  New  York  lawyer  with  some  Florida  clients. 

Trusts  have  been  a  staple  of  estate  planning  for  the  likes 
of  the  Rockefellers  for  a  century.  What's  suddenly  pushing 
trusts  out  into  the  mass  market:  Four  things. 

First,  minimizing  taxes.  Inflation  has  made  the  tax 
problems  of  the  wealthy  into  the  tax  problems  of  the  upper 
middle  class.  As  will  be  explained  below ,  a  key  role  here  is 
played  by  the  $600,000  estate  tax  exemption,  which  is  not 
indexed  for  inflation. 

You  can  also  save  on  income  taxes  with  a  trust,  as 
Hawley  did,  by  transferring  appreciated  assets  to  it  and 
naming  a  charity  as  a  remainder  beneficiary.  Yet  another 
variety  of  trust  is  a  must  if  you  want  to  leave  life  insurance 
to  your  children  without  paying  unnecessary  taxes. 

Second  reason  to  set  up  a  trust:  avoiding  probate. 
Probate  can  be  costlv  .md  time-consuming.  By  opening  a 
living  trust  you  arrange  to  have  some  or  all  of  your  assets 
delivered  to  heirs  at  your  death  without  reiving  on  a  will.  A 
living  trust  is  no  big  deal.  It  simply  means  a  trust  you  set  up 
while  you  are  still  alive. 

By  keeping  your  willed  assets  to  a  minimum,  you  can 
save  on  lawyers'  fees  and  probate  court  fees,  and  speed  up 
the  handing-over  process  in  the  bargain.  "In  effect,  what 
you're  doing  is  administering  your  estate  before  you  die," 
explains  Richard  Goldstein,  a  CPA  in  San  Mateo,  Calif. 

Just  how  much  time  or  money  you  can  save  by  avoiding 
probate  depends  on  where  you  live — California,  New  York 


and  Florida  being  prime  territories  for  probate  avoidance. 
But  no  matter  where  you  live,  it  is  imperative  to  set  up  a 
trust  if  you  own  real  estate  in  another  state,  says  New  York 
lawyer  Edward  Schlesinger.  If  you  make  the  mistake  of 
holding  an  out-of-state  vacation  home  in  your  own  name 
or  your  spouse's  name  rather  than  through  a  trust,  you  will 
subject  your  heirs  to  the  torture  of  having  your  will 
probated  in  two  places  at  once,  using  two  sets  of  lawyers. 

Third  motive:  privacy.  The  proceedings  of  probate 
courts  are  open  to  the  public;  the  doings  of  trustees  |  unless 
the  trust  is  created  by  a  will )  are  not.  In  similar  fashion,  real 
estate  deeds  are  open  to  public  perusal  in  all  states,  while 
the  trust  documents  that  spell  out  the  true  owner  of  a 
parcel  held  in  trust  are  not.  Trusts  can  keep  others  from 
knowing  what  you  have  while  you're  alive,  and  whom  you 
leave  it  to  when  you  die. 

Cheryl  Holland,  a  financial  planner  at  J.F.  Wilson 
Advisors  in  Columbia,  S.C.,  has  a  client  whose  son  is 
divorced.  The  client  set  up  a  trust  to  prevent  her  son's  ex- 
wife  from  knowing  how  much  money  the  son  inherits  and 
hitting  him  up  for  more  child  support. 

Fourth  motive:  protection  from  disgruntled  heirs.  It's  a 
lot  harder  for  a  relative  who  has  been  cut  out  to  attack  your 
trust  than  to  attack  a  will.  Many  states  restrict  your  options 
in  a  will — typically  you  can't  totally  disinherit  a  spouse,  for 
example.  In  some  of  these  states  (including  Connecticut, 
Florida,  Illinois,  Michigan  and  Ohio),  you  can  use  a  trust 
to  bypass  the  restrictions.  If  you  want  to  minimize  your 
spouse's  share,  this  is  the  way  to  go. 

Despite  reforms  in  some  states,  the  probate  system  has 
been  bent  to  serve  the  interests  of  lawyers  as  much  as  the 
interest  of  participants.  Trusts  are  your  escape  hatch. 

Example  of  how  the  law  makes  you  run  up  legal  bills: 
You  can't  probate  a  will  in  Florida  with  .\n  out-of-state 
executor  unless  it's  a  blood  relative.  It's  a  full-employment 
act  for  bankers  and  lawyers  in  Florida — the  statutory 
executor  fee  runs  S55,000  on  a  S2  million  estate. 

If  you  plan  to  retire  to  Florida  and  don't  want  to  name  a 
relative  as  executor,  set  up  a  revocable  living  trust  to  hold 
your  assets — securities,  real  estate,  whatever.  Make  your- 
self trustee  and  hire  whomever  you  want,  at  whatever  fee 
you  agree  on,  to  be  your  successor  trustee.  When  you  die, 
the  successor  trustee  hands  out  the  assets  in  accordance 
with  your  wishes,  as  spelled  out  in  the  trust  document.  If 
you  later  have  misgiv  ings,  just  amend  or  revoke  the  trust. 
That's  what  the  "revocable"  is  all  about. 

In   manv  states  vou   can   sent  as  both   trustee   and 
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beneficiary  of  a  living  trust.  New  York  has  always  insisted 
there  be  a  cotrustee  in  such  cases,  but  is  considering 
legislation  to  scrap  the  requirement.  Ohio  took  that  route 
in  1992. 

Are  you  trustless?  You  should  be  on  the  phone  to  your 
lawyer  now.  Here  are  five  basic  flavors  that  trusts  come  in: 

The  revocable  living  trust  is  a  catchall  that  can  handle  a 
lot  of  chores  for  you.  Typically,  you  name  yourself  trustee, 
and  make  arrangements  for  someone  else  (a  relative,  a 
jbwyer  or  bank)  to  serve  as  successor  trustee  if  you  die  or 
become  incapacitated. 

By  itself  a  revocable  trust  cannot  save  you  taxes.  The 
income  is  taxable  to  you  during  your  life  and  the  assets  get 
included  in  your  taxable  estate  at  death. 

So  what  do  vou  get  out  of  it?  In  most 
states  (Connecticut  is  an  exception 
assets  in  the  trust  are  not  included 
in  the  estate  subject  to  probate 
court  fees,  which  run  up  to 
$2,400  on  a  $2  million 
estate  in  California. 

With  the  trust,  you 
also  escape  the  strait- 
jacket   of  statutory 
executors'  fees,  on 
the  books  in  some 
states.  To  be  sure, 
if  you  are  using  a 
bank  or  lawyer  as 
successor  trustee, 


you  have  to  pay  that  bank  or  lawyer  for  the  work  of 
distributing  the  assets  to  your  beneficiaries.  But  at  least 
you  or  your  heirs  are  in  a  position  to  haggle  over  an  hourly 
rate.  If  your  estate  consists  of  a  $1  million  brokerage 
account  and  not  much  else,  the  statutory  executor  fee 
would  be  $34,000  in  New  York,  way  out  of  line  with  the 
work  involved.  Worse,  New  York  permits  lawyers  to 
extract  two  fees  if  two  executors  are  named. 

If  you  are  paying  by  the  hour,  you  will  be  better  oflfwith 
a  trust  because  your  lawyer  won't  have  to  schedule 
appointments  with  the  probate  court  to  get  things  done. 
In  recognition  of  this  fact,  Florida  recently  adopted 
suggested  legal  fees  for  trust  liquidation  that  are  25% 
below  the  suggested  fees  for  administering  an  estate  under 
a  will,  according  to  Miami  lawyer  Sherwin 
Simmons. 

The  revocable  living  trust  is 
also  the  ideal  vehicle  for  hold- 
ing title  to  real  estate  out- 
side   your    home    state, 
notes    Deborah    Ted- 
ford,  a  Groton,  Conn, 
lawyer. 

Let's      face      it, 
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stroke,  by  Alzheimer's,  you  name  it.  One  more  big  reason 
to  have  a  trust.  Without  a  trust,  your  assets  fall  into  the 
control  of  the  court.  That's  what  happened  to  Groucho 
Marx  when  he  was  in  his  80s.  A  legal  battle  between  his 
companion-secretary  and  his  son  over  the  management  of 
his  assets  was  finally  settled  when  a  grandson  was  appoint- 
ed his  personal  conservator.  Had  he  created  a  trust  spelling 
out  conditions  for  a  successor  trustee,  he  could  have  been 
spared  the  embarrassment  of  a  public  court  proceeding. 

Nashville  attorney  Michel  Kaplan  has  as  client  a  72-year- 
old  cpa  and  lifelong  bachelor  who  is  moving  all  of  his  assets 
into  a  revocable  trust.  His  client  is  the  trustee,  and  three 
nephews — all  businessmen — are  the  successor  trustees.  If 
two  doctors  declare  the  uncle  mentally  or  physically 
incapacitated,  the  nephews  will  step  in. 

The  next  most  common  trust  is  the  bypass  trust.  This  is 
the  lawyers'  answer  to  the  estate  tax  law  enacted  by 
Congress  in  1981.  That  law  gives  husband  and  wife  a 
$600,000  exemption  apiece  for  transfers  to  other  heirs. 

If  you  are  married  and  fairly  prosperous  but  not  ex- 
tremely wealthy,  then  the  following  strategy,  as  described 
by  Gideon  Rothschild,  the  New  York,  attorney,  is  probably 
right  for  you:  First  you  arrange  your  assets  so  that  you  and 
your  spouse  each  have  at  least  $600,000  to  your  names. 
Then  you  both  write  wills  providing  that  the  first 
$600,000  goes  into  a  bypass  trust  and  the  remainder 
outright  to  the  other  spouse. 

Income  goes  to  the  surviving  spouse  during  his  or  her 
lifetime,  after  which  principal  goes  to  other  heirs.  The 
surviving  spouse  can  also  get  at  the  principal  under  fairly 
liberal  (but  not  unlimited)  conditions. 


Inflation  has  made  the  tax  problems  of  the 
wealthy  into  the  tax  problems  of  the  upper 
middle  class.  Trusts  help  solve  the  problems. 


Protect  your  heirs  from  needless 
estate  tax  on  your  life  insurance. 
Set  up  a  trust  to  buy  the  policy. 


170 


Example:  You  and  your  husband  have  $2  million  and 
can  live  on  the  income.  You  neglect  to  set  up  trusts.  Your 
mate  dies  first  and  you  get  all  the  assets  outright.  No  estate 
tax  is  due  then,  but  when  you  die  the  children  have  to  pay 
estate  tax  on  all  but  the  $600,000  protected  by  your  own 
exemption;  your  husband's  exemption  went  to  waste. 

With  a  bypass  trust,  however,  your  children  would  have 
the  benefit  of  $1.2  million  in  estate  tax  exemptions.  After 
your  husband's  death,  you  would  have  the  same  income — 
the  income  from  your  $1.4  million  held  outright  plus  the 
income  from  the  $600,000  trust.  Then,  when  you  die,  the 
kids  would  get  the  $2  million  but  owe  estate  tax  on  only 
$800,000.  That's  because  the  $600,000  sitting  in  the  trust 
(plus  any  appreciation)  would  bypass  your  estate. 

You  can  create  a  bypass  trust  with  a  will.  You  can  also 
create  one  under  the  terms  of  a  revocable  living  trust. 

Another  popular  item  on  the  menu:  a  life  insurance 
trust.  You  create  one  if  you  want  heirs  to  collect  insurance 
on  your  life  estate  tax  free. 

In  the  typical  case,  you  pay  the  insurance  premiums,  but 
keep  the  policy  out  of  your  estate  by  having  the  trust  own 
it.  The  premiums  are  subject  to  gift  tax,  but  the  gift  tax 
exclusion  ($10,000  per  year  per  beneficiary)  enables  you 
to  buy  a  fairly  large  policy  without  owing  tax. 

The  trust  gets  a  little  tricky.  To  avail  yourself  of  the 
$10,000  exclusion,  you  have  to  give  each  beneficiary  the 
right  every  year  to  grab  his  share  of  the  premium  as  it's  on 
its  way  to  the  insurance  company.  Of  course,  you  make  it 
clear  that  if  he  takes  the  cash,  bad  things  will  happen  to 
him.  This  little  charade  is  called  a  Crummey  provision,  in 
honor  of  a  taxpayer  who  beat  the  Internal  Revenue  8ervice 
in  a  1968  court  case. 

Next  we  have  the  charitable  remainder  trust — used  by 
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MOST  HIGH  SCHOOL  COURSES 
PREPARE  KIDS  FOR  COLLEGE. 

THIS  COURSE  PREPARES 
THEM  FOR  LIFE. 


Join  the  other  businesses  that  are  helping  thousands 
of  students  learn  the  financial  facts  of  life. 


In  todays  economy,  kids  need 
to  know  how  to  survive  financially. 
That's  why  they  need 
you  to  join  the 
other  concerned 
businesses  that 
have  already 
donated  Choices 
&  Decisions  to 
nearly  10,000  high  schools. 

Developed  with  and  endorsed 
by  consumer  affairs  experts,  "Choices 
&  Decisions:  Taking  Charge  of  Your 
Life"   is  an  interactive,  multimedia 
curriculum  that  teaches  kids  the 


importance  of  financial  planning, 

budgeting  and  decision-making. 

The  program  has  been 

popular  with 

the  business 

community 

because  it 

offers  the 

opportunity 

to  help  young  people  become 

financially  fit  consumers. 

So,  if  you  want  to  give  teens 
something  of  value,  call  1-800-235-3580 
to  find  out  more  about  the  Choices 
&  Decisions  program. 


"Choices  &  Decisions  teaches  the  value  of 
good  financial  management  skills,  an  important 
addition  to  every  student's  curriculum. " 

-John  A.  Ward  III, 

Executive  Vice  President, 

Chase  Manhattan  Bank  Card  Services 

"Choices  &  Decisions  is  a  perfect  addition  to 
First  Union's  Excellence  in  Education  initiative. 
Students  have  fun  while  learning  the  basics  of 
financial  management.  Everyone  wins!" 

-  Bruce  Hodge,  Vice  President, 

First  Union  Corp.  Community  Reinvestment 

"The  Choices  &  Decisions  program  provides 
students  with  an  innovative  way  to  learn 
responsible  use  of  credit  and  practical  money 
management  skills. " 

-James  G.Jones, 

Group  Executive  Vice  President, 

Bank  of  America  Consumer  Credit  Division 
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Trusts  can  keep  others  from  knowing 

what  you  have  while  you're  alive, 

and  whom  you  leave  it  to  when  you  die. 


retired  professor  Hawlev.  It  makes  a  lot  of  sense  for  older 
people  who  would  like  to  leave  charitable  bequests  and' 
now  hold  appreciated  securities  or  real  estate  they'd  death 
love  to  cash  in  to  buy  bonds  for  income.  If  they  do  it  in 
their  own  name,  capital  gains  taxes  will  take  a  big  bite  and 
leave  them  that  much  less  to  live  on. 

You  transfer  assets  to  a  trust  that  names  you  as  income 
beneficiary  and  one  or  more  charities  as  remainder  benefi- 
ciaries. The  trustee,  who  could  be  you,  sells  the  assets  with 
no  capital  gain  tax  consequences,  and  plows  the  proceeds 
into  income-producing  investments.  When  you  die,  the 
principal  goes  to  the  charities. 

You  get  an  immediate  income  tax  deduction  equal  to 
the  remainder  interest  you  are  giving  away.  That's  calcu- 
lated from  your  expected  lifespan  and  the  level  of  the 
income  payout  you  will  be  taking.  Here's  the  beauty  part: 
You  get  a  full  exemption  from  capital  gain  taxes  even 
though  the  income  interest  you  are  caning  out  for  yourself 
may  represent  a  large  share  of  the  trust's  total  value. 

Then  there's  the  kiddie  trust,  used  to  fund  your  chil- 
dren's college  tuition.  The  tax  benefit,  until  the  child  is  14, 
is  fairly  small,  since  all  but  $1,300  of  income  earned  by  the 
trust  is  taxed  at  your  rate.  After  that  age  all  the  income  goes 
on  the  child's  return. 

This  kind  of  trust  competes  with  the  simpler  expedient 
of  opening  a  Uniform  Gifts  to  Minors  Act  account  for  the 
child.  With  an  UGMA,  however,  the  kid  gets  the  money,  no 
strings  attached,  when  he  hits  21  (18  in  some  states). 
There's  nothing  to  stop  him  from  using  it  to  join  a 
commune,  buy  a  fancy  car  or  indulge  a  drug  habit.  With  a 
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trust  document  you  can  specify  that  if  the  money  isn't  used 
for  tuition  it  goes  to  charity. 

What  if  your  child  already  has  a  pile  of  money  in  an  UGMA 
and  you  want  to  lock  it  up  in  a  trust?  For  now,  vou're  stuck. 
When  he  reaches  majority,  you  can  ask  him  to  voluntarily 
sign  the  assets  over  to  a  trust. 

Some  parents  want  a  trust  to  freeze  money  beyond  the 
age  of  majority — say,  to  age  30.  If  that's  what  you  want, 
you  either  have  to  forgo  the  $10,000  gift  tax  exclusion  or 
give  the  child  a  30-day  window  of  opportunity  to  get  at  the 
money  as  soon  as  he  reaches  adulthood.  Assuming  he  can 
resist  the  temptation  for  that  interval,  the  trust  can  close 
again  for  any  number  of  years. 

Let's  say  you  are  ready  to  open  a  trust.  Now  what?  If  you 
need  a  very  simple  kind  of  trust  and  have  no  family 
complications  (like  a  divorce  or  stepchildren),  you  might 
try  to  draft  the  trust  document  yourself.  Nolo  Press  in 
Berkeley,  Calif,  publishes  a  book  (Make  Tour  Own  Living 
Trust,  $20)  and  a  computer  program  (Living  Trust  Maker 
2.0,  $80)  with  sample  trusts  to  copy.  Other  do-it-yourself 
books:  How  to  Avoid  Probate  (HarperCollins,  $25)  and 
The  Non-Lawyers  Living  Trust  Kit  (Alpha  Publications  of 
America,  $15).  However,  most  people  would  be  better  off 
paying  the  $1,000  to  $3,000  it  will  take  to  have  a  lawyer 
draft  the  papers. 

With  a  living  trust,  you'll  need  to  transfer  assets  into  it.  A 
general  statement  on  a  trust  schedule  regarding  "personal 
property  and  household  furnishings"  will  suffice  to  trans- 
fer items  like  clothes,  books  and  jewelry.  For  things  with 
title  documents — real  estate,  bank  accounts,  securities — 
you'll  have  to  prepare  new  ownership  papers,  explains 


Ideal  vehicle  for  holding  title 

to  real  estate  outside  your  home  state: 

a  revocable  living  trust. 


Exotic  flavors 

IF  YOU  HAVE  more  than  a 
few  million  dollars,  or  if 
your  family  situation  is 
complicated,  your  lawyer 
will  recommend  creating 
as  many  as  six  or  a  dozen 
different  trusts.  "I  always 
warn  clients  to  expect  an 
awfully  big  stack  of  pa- 
per," says  Arthur  Andersen 
cpa  David  Bohl. 

Here  are  some  of  the 
more  unusual  types: 

Qitalified  terminable 
interest  property  trusts  are 
all  the  rage  with  people  in 
second  marriages.  These  al- 
low you  to  leave  money 
to  your  spouse  under  the 
unlimited  marital  deduc- 
tion while  still  controlling 
who  gets  the  assets  after 
he  or  she  dies.  The  spouse 
gets  the  income  only 


while  alive;  afterwards, 

your  other  heirs  (such  as 
children  from  the  first  mar- 
riage) get  the  principal, 
minus  estate  taxes. 

Generation  skipping 
trusts  are  less  powerful  now 
than  years  ago,  but  still 
fairly  common.  In  the  old 
days,  a  wealthy  couple 
would  leave  money  to  their 
grandchildren  rather 
than  to  their  children,  as  a 
way  of  avoiding  estate  tax 
when  the  children  die. 
Since  1986  such  transfers 
have  been  subject  to  a 
"generation  skipping" 
surtax  that  erases  the  bene- 
fit of  skipping  a  genera- 
tion. However,  every  do- 
nor gets  a  $1  million  ex- 
emption from  the  surtax. 

Grantor  retained  an- 
nuity trusts  and  grantor  re- 
tained income  trusts  al- 
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Columbus,  Ohio  lawyer  Lawrence  Fisher. 

Some  advisers  recommend  waiting  until  you're  older  to 
fund  your  living  trust  since  it  can  pose  some  administrative 
hassles,  especially  with  mortgaged  property.  You  can  have 
a  checking  account  in  the  trust  name,  but  you  will  need 
one  in  your  own  name  if  you  want  to  use  the  $10,000  gift 
tax  exclusion.  The  irs  insists  that  vou  pay  the  money  to 
yourself,  then  give  it  to  the  beneficiary. 

Once  any  trust  is  created,  you  may  need  two  other  kinds 
of  professional  services:  money  management  and  trustee- 
ship. These  can  be  bought  in  a  bundle  or  a  la  carte. 

Fee-only  financial  planners  are  available  to  handle  the 
investment  side  of  trust  work.  Typically  they  will  park  the 
portfolio  at  an  institution  like  Charles  Schwab  &  Co.  and 
charge  0.3%  to  1.5%  of  assets  per  year  for  selecting 
securities  and  no-load  funds.  At  no  additional  fee — 
Schwab  makes  its  money  from  commissions — Schwab  acts 
as  custodian  and  will  mail  out  checks  to  beneficiaries. 

Two  mutual  fund  operators,  Fidelity  Investments  and 
Neuberger  &  Bcrman,  have  gotten  into  the  trust  business 
in  the  past  two  years.  Minimum  account:  5400,000.  For  a 
S400,000  trust  where  Fidelity  acts  as  trustee  and  invest- 
ment manager,  the  fee  is  0.75%  per  year.  At  Neuberger  & 
Berman  the  fee  is  S2,500  or  0.5%,  whichever  is  greater,  if  a 
trust's  assets  are  invested  entirely  in  house  funds.  With 
either  company,  you  also  incur  the  expense  ratios  on  the 
funds.  Both  shun  illiquid  assets  like  real  estate. 

Then  there  are  full-service  brokerage  firms.  Merrill 
Lynch  and  PaineVVebber  take  trusts  as  small  as  $100,000. 
The  annual  fee  for  a  $200,000  trust  invested  in  Merrill 
Lynch  funds  is  1.5%,  excluding  fund  fees.  Merrill  also 
handles  life  insurance  trusts. 
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low  you  to  give  away  assets 
while  retaining  a  tempo- 
ran  interest.  If  the  asset  is  a 
house,  you  might  retain 
the  right  to  live  in  the  house 
for  a  certain  time;  if  the 
asset  is  a  business,  you 
might  retain  a  fixed  annu- 
al payout  during  your  life- 
rime.  Because  the  gift  is 
not  of  property  outright, 
but  of  a  remainder  inter- 
est, the  value  used  to  calcu- 
late the  gift  tax  is  low. 

A  defective  trust  is  a  gift 
to  your  heirs,  constructed 
in  such  a  way  that  you  are 
subject  to  gift  tax  immedi- 
ately, yet  the  income 
from  the  assets  is  thrown 
back  on  your  own  tax  re- 
turn for  as  long  as  you  live. 
Did  the  trust  backfire? 
Not  at  all.  Your  ulterior 
motive  is  to  make  a  gift  of 
the  income  tax  payments. 


Example:  You  own  $1 
million  of  stock,  paying 
$30,000  a  year  in  divi- 
dends. You  transfer  it  to  a 
defective  trust,  paying 
gift  tax  on  the  $1  million. 
You  also  cover  the  annual 
income  tax  bill  of,  sav, 
$  12,000.  After  ten  years 
you  have  effectively  handed 
another  $120,000' to 
your  heirs,  estate  tax  free. 

Why  not  just  leave  the 
property  in  a  will?  Because 
then  the  $18,000  a  year 
in  aftertax  dividends  would 
be  piling  up  in  your  estate 
and  would  eventuallv  get 
hit  with  an  estate  tax,  says 
Seattle  lawyer  Malcolm 
Moore.  Also,  estate  taxes, 
because  of  the  way  they  are 
calculated,  are  higher 
than  gift  taxes.  Given  a 
choice,  vou  would  rather 
pay  the  latter.  -C.T.G.  IB 


Another  option  is  to  name  relatives  or  friends  as  trustees 
or  cotrustees  to  make  difficult  decisions.  You  could  also 
hire  a  law  firm  at  an  hourly  rate.  Or,  if  you  have  enough 
money,  you  could  appoint  a  bank  or  a  trust  company.  Bank 
trust  departments  typically  have  higher  minimums  than 
Fidelity,  but  their  fees  are  competitive,  they  accept  unusual 
assets,  and  thev  are  willing  to  do  much  more  handholding. 

Mellon  accepts  trusts  worth  at  least  $1  million.  Besides 
the  usual  stocks  and  bonds,  the  bank  has  managed  such 
assets  as  talc  mine  royalties  and  apartment  houses.  Annual 
fee  for  a  $1  million  account:  $10,000.  Bessemer  Trust  Co. 
has  a  $5  million  minimum,  for  which  the  fee  would  be 
$50,000.  It  handles  securities,  real  estate,  oil  and  gas 
partnerships  and  private  companies.  The  fee  generally 
covers  money  management,  distributions  and  custody, 
but  other  tasks  (like  filing  tax  returns  and  writing  payroll 
checks  for  your  nurse)  will  be  billed  separately. 

One  caveat,  if  you  name  an  institution  as  trustee:  Make 
sure  your  heirs,  if  they  are  unhappy,  can  fire  the  institution 
in  favor  of  a  suitable  replacement. 

Another  caveat:  Get  good  tax  advice.  For  example,  the 
preceding  proviso  should,  for  tax  reasons  we  won't  go  into, 
be  made  subject  to  oversight  by  a  disinterested  cotrustee. 
Here's  another  tax  subdety  you  have  to  think  about:  A  fat 
executor's  fee  could  make  your  heirs  better  off.  That  would  be 
Que  if  one  of  your  heirs  is  willing  to  be  an  executor,  and  has  a 
combined  income  and  Medicare  tax  bracket  lower  than  your 
estate  tax  bracket. 

If  you  have  more  riian  a  few  million  dollars  or  a  complicated 
financial  life,  ask  your  adviser  to  look  into  the  more  exotic 
trusts  listed  in  the  box  above.  But  don't  wait.  Trusts  today 
are  a  middle-class  necessity.  M 
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Looking  beyond 
the  valley 

Bill  Ehrman  thinks  we're  at  the  end 
of  a  market  cycle  but  expects  the  next 
cycle  will  be  a  winner,  too,  and  soon. 


By  Thomas  Jaffe 

William  Ehrman  dates  his  contempt 
for  Wall  Street  to  his  first  job  out  of 
college,  as  a  research  analyst  at  Chem- 
ical Bank.  He  was  told  to  prepare  a 
report  on  the  rubber  industry  at  the 
time  when  long-lived  radial  tires  were 
hitting  the  market.  He  concluded 
people  would  need  fewer  replacement 
tires,  which  would  slow  earnings 
growth  for  the  tire  companies.  He 
recommended  selling  tire 
stocks. 

Remembers  the  Hew- 
lett, N.Y.-born  Ehrman, 
stocky  but  still  cherubic- 
looking  at  46:  "When  I 
presented  [the  report], 
none  of  the  investment 
committee  had  read  it.  All 
they  did,  around  the  table, 
was  open  up  a  chart  book." 
Clearly  the  committee 
members  didn't  want  to 
bother  their  heads  about 
fundamentals.  Rubber 

companies  looked  good  on 
the  charts  and  that  was 
enough  for  them. 

"To  this  day,  and  I've 
been  in  the  business  25 
years,"  Ehrman  says,  "I 
have  never  looked  at  a  chart 
book.  Never  go  out  to 
dumb  Wall  Street  lunches. 
All  I  try  to  do  is  logically 
think  through  what's  hap- 
pening. I'm  a  fundamental- 
ist, A  to  Z." 

Passing  up  all  those 
charts  and  luncheons  clear- 
ly hasn't  hurt  Bill  Ehrman. 
With  three  partners,  Fred- 
eric Greenberg,  Jonas 
Gerstl        and        Frederick 


Ketcher,  he  runs  a  $250  million 
hedge  fund,  EGS  Partners,  L.P.,  in 
Manhattan.  Over  four  years  EGS  has 
shown  compounded  annual  returns 
after  fees  of  18%,  handily  beating  the 
averages.  This  is  the  more  impressive 
when  you  consider  that  EGS  took  a 
24%  hit  last  year,  which  it  has  just 
about  made  up  this  year. 

What  fundamental  view  is  Bill  Ehr- 


William  Ehrman  of  EGS  Partners 

No  chart  books,  no  dumb  Wall  Street  lunches. 


man  acting  on  right  now?  Bullishness. 
Though  he  expects  the  economy  to 
slow  somewhat,  his  fund  is  positioned 
partially  in  cyclical  stocks  and  partially 
in  special  situations  that  have  nothing 
to  do  with  the  economy. 

To  understand  Ehrman's  bullish- 
ness you  need  to  know  something 
about  his  way  of  thinking.  He  worked 
for  master  speculator  George  Soros  in 
the  1980s  and  considers  Soros  a  kind 
of  model.  Ehrman  describes  Soros  as  a 
"forward  thinker."  Essentially,  it's  an 
ability  to  look  oyer  valleys  to  the  hills 
beyond.  While  others  fret  about  the 
descent  into  the  valley,  the  Soros-type 
anticipates  the  nice  climb  up.  It  works 
both  ways,  of  course,  since  Ehrman's 
a  hedge  fund  man:  Sometimes  you 
look  over  a  hill  and  see  a  yawning  hole 
on  the  other  side. 

Ehrman  cites  his  1991  heavy  com- 
mitment in  Merck  as  an  example  of  this 
kind  of  thinking:  "When  Merck 
bought  Medco  Containment,  it  took  a 
year-and-a-half 's  dilution  to  earnings. 
During  that  period  earnings  plateaued 
and  the  stock  went  from  the 
mid-30s  to  the  20s.  That 
was  the  inflection  point." 
Many  traders  knew  Merck 
was  going  to  go  through  a 
period  of  earnings  dilution 
and  sold  the  stock,  but  Ehr- 
man bought. 

He  was  looking  beyond 
the  valley  while  others  were 
starting  down  into  it.  "Af- 
ter Merck  ate  through  the 
dilution,  earnings  growth, 
which  had  gone  from  17% 
to  zero,  began  to  turn  back 
up  and  so  did  the  stock, 
which  is  now  50. 

"What  I've  always  done 
is  look  for  companies  going 
through  change,  positive 
and  negative,"  Ehrman 
goes  on.  "The  positive 
could  be  a  managerial  or  a 
structural  change.  Or  like 
itt,  where  you  feel  the  val- 
ue will  be  unlocked  by 
management." 

Right  now  he  and  his 
partners  like  Warner-Lam- 
bert (84),  which  he  expects 
to  be  restructured  or  taken 
over. 

"I  want  stocks  I  can  make 
money  on  in  more  than  one 
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Fundamental 
Analysis  101 

T()  GET  AN  IDEA  of  how- 
Bill  Ehrman  analyzes  a 
company,  let's  look  at 
one  of  his  favorites — Kan- 
sas Citv  Southern  Indus- 
tries (KSU),  recent  NYSE 
price,  39%. 

KSU  has  three  business- 
es: the  Kansas  City  South- 
ern Railway;  DST  Systems, 
a  provider  of  on-fine  ac- 
counting and  record- 
keeping to  the  mutual 
fund,  financial  services 
and  insurance  industries; 


mutual  funds — an  83% 
interest  in  Janus  Capital, 
managing  $27  billion, 
and  80%  of  Berger  Asso- 
ciates, with  S3  billion. 

The  company  plans  to 
sell  51%  of  DST  Systems  to 
the  public  in  the  fourth 
quarter.  On  the  basis  of  re- 
cent deals,  Ehrman  esti- 
mates dst  is  worth  SI  .2  bil- 
lion. If  he's  right,  the  IPO 
would  raise  over  S600  mil- 
lion cash  for  KSU.  He  also 
expects  a  sale  or  public  of- 
fering of  Janus.  Ehrman 
thinks  it's  worth  SI. 2  bil- 
lion, valuing  ksu's  hold- 


ing at  over  $1  billion. 

Meantime,  the  railroad 
just  finished  a  three-year, 
S500  million  capital 
spending  program  aimed  at 
reducing  its  operating  ra- 
tio by  seven  points  during 
the  next  two  years.  Look- 
ing at  the  recent  Burlington 
Northern-Santa  Ee  merg- 
er, Ehrman  thinks  the  Kan- 
sas City  Southern,  if  sold 
over  the  next  year  or  two, 
may  fetch  S2  billion.  An 
extra  attraction:  KSU's  chief 
financial  officer  has  said 
that  if  another  rail  acquired 
the  line  $50  million  in 


SG&A  costs  could  be  cut 
from  the  business 
through  consolidation. 
Check  it  out.  dst,  the 
mutual  funds  and  the  rail- 
road combined  would  be 
worth  $4.2  billion.  There's 
about  $1  billion  in  debt. 
That  leaves  a  net  worth  of 
$3.2  billion — around 
$70  per  each  of  ksu's  45 
million  shares.  But 
there's  more.  With  near- 
term  cash  flow  going  to 
stock  buybacks,  the  net 
worth  per  share  will  go 
even  higher  over  the  next 
few  years.  -T.J.  ■■ 


way,"  he  says.  He  cites  the  takeover  of 
Caesars  World.  "In  the  fourth  quarter, 
when  gaming  stocks  came  under  huge 
tax  selling,  we  were  buying  them  at  3  to 
3%  times  cash  flow.  The  risk/reward 
was  so  favorable.  We  didn't  know  Cae- 
sars would  be  acquired.  We  just  knew  it 
was  cheap.  That's  the  luxury  of  what 
we  do.  We  don't  know  what's  going  to 
happen.  But  we  do  know  something's 
going  to  happen." 

He  thinks  Mobil  (100%)  is  a  good 
something's-going-to-happen  stock. 
"It's  an  ongoing  cost-reduction  com- 
pany that's  increasing  its  earnings  by 
15%  a  year  over  the  next  three  years 
without  the  price  of  oil  going  up  a 
penny.  I  can  buy  Mobil  on  its  own 
merits  and  not  pay  for  any  event,  say, 
political  problems  in  the  Middle  East, 
that  could  cause  the  price  of  oil  to 
spike  up.  Mobil's  a  very  good  part  of 
my  portfolio." 

Another  example:  Conrail  (62%). 
"I  think  it'll  be  bought  by  Norfolk 
$outhern  or  Union  Pacific  over  the 
next  year.  Doesn't  matter.  Despite 
short-term  blips,  earnings  will  contin- 
ue to  grow  despite  weakness  in  the 
economy.  Conrail's  a  cash  machine. 
Great  long-term  play." 

What  makes  Ehrman  so  bullish?  He 
sees  a  shallow  valley  ahead,  a  slow- 
down in  the  economy — and  then  an- 
other upslope.  He  predicts  for  the 
economy  "zero-to- 1%-type  growth 
for  three  or  four  quarters" — and  be- 
yond that,  sunny  uplands.  During  the 
slowdown  he  expects  business  to  slash 
inventories.      "They're     going     to 


cleanse  themselves,  so  that  as  you 
enter  1996  the  economy  will  be  on  a 
healthier  footing  than  today. 

"Remember,"  he  adds,  "when  you 
sell  your  inventory  you  get  cash.  So 
there's  going  to  be  a  huge  gush  of 
corporate  liquidity  that  will  go  to 
buybacks,  acquisitions  and  all  that 
sort  of  stuff." 

Ehrman  becomes  almost  rhapsodic 
talking  about  what  lies  beyond  the 
shallow  recession.  "Here  we  are  at  the 
end  of  the  cycle,  and  balance  sheets 
are  the  least  leveraged,  overhead  the 
least  amount  in  four  years;  interest 
charges  are  at  the  least  level  as  a 
percent  of  sales. 

"If  a  long-term  deficit  reduction 
package  is  passed,  I  believe  the  U.S. 
will  become  a  net  generator  of  capital. 
In  that  kind  of  environment,  the  risk 
premium  on  long-term  bonds  will 
decline.  If  inflation  really  has  peaked 
at  3V2%  in  this  cycle,  it's  likely  that 
over  the  next  year  and  a  half  they 
could  decline  to  6%  or  lower. 

"A  6%  bond  market  would  begin  a 
new  cycle  in  the  stock  market,  a  peri- 
od of  much  slower  earnings  growth 
but  of  much  higher  quality  earnings." 
To  get  ready  for  that  new  cycle,  Ehr- 
man's  buying  so-called  early  cycle 
stocks — companies  that  tend  to  do 
well  early  in  an  up  cycle.  His  favorites 
include  ppg,  Tenneco,  Dana,  Good- 
year, International  Paper,  Southern 
Pacific  and  Echlin. 

Yes,  but  didn't  Ehrman  and  his 
partners  screw  up  last  year?  "We  don't 
make  our  money  year  to  year,"  replies 


Ehrman,  who  took  over  EGS'  portfolio 
in  late  1990.  "We  make  our  money 
point  to  point.  For  us,  long  term 
means  over  a  year.  Take  Kansas  City 
Southern,  one  of  our  largest  long 
positions.  It  was  down  35%  last  year, 
but  over  four  years,  including  1994, 
it's  up  three-and-a-half-fold.  Now, 
was  I  wrong  owning  it  last  year?  Yes. 
But  was  I  right  owning  it  for  four 
years?  Yes,  more  so." 

He  recouped  in  good  part  by  buy- 
ing financial  stocks  early  this  year. 
"They  do  best  when  the  economy  is 
going  down;  high-yielding  stocks 
benefit  from  lower  interest  rates.  In 
the  first  five  months  of  1995,  I  made 
27%  in  12  financials.  By  May  everyone 
was  talking  about  recession,  and  the 
stocks  had  become  efficiently  priced, 
so  I  sold." 

And  left  a  lot  of  money  on  the  table. 
Citicorp,  which  he  sold  at  45,  is  now 
at  6IV2.  "That's  my  biggest  prob- 
lem— I  have  ants  in  my  pants.  I'm  so 
early  in  most  things  that  when  it 
becomes  apparent  and  they've  had 
their  first  move,  I  say  good-bye." 

Before  leaving  his  office  we  asked 
Erhman  what  it  was  like  to  work  for 
the   mercurial   George   Soros.    Ehr- 
man's  answer  was  that  Soros  is  3 
who  makes  up  his  own  mind   a 
doesn't  pay  a  lot  of  attention  to  what 
other  people  think.  Ehrr 
that's   his   strength,   to^  n    { 

worked  for  him,  I  dif4  da 

what  he  did.  I  ne-  hed  him. 

That's  why  he  had  a  good 

relationship."  ■■ 
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Tin  and  yang 

Some  overseas  funds  are  country-pickers, 
some  stock-pickers.  William  Holzer's 
Scudder  Global  Fund  is  a  theme-picker. 


Most  global  and  foreign  funds  di- 
vide into  two  camps:  those  that  pick 
attractive  countries,  then  hunt  for 
stocks  domiciled  there;  and  those  that 
pick  attractive  stocks  first  and  worn' 
about  their  location  later.  William 
Holzer,  the  46-year-old  Englishman 
who  runs  the  Scudder  Global  Fund, 
takes  a  third  way:  He  ruminates  on  the 
social,  economic  and  political  trends 
that  are  transforming  the  world.  Then 
he  buys  stocks  that  he  thinks  will  best 
benefit  from  those  trends. 

It  seems  to  be  working.  Since  in- 
ception in  mid- 1986,  the  SI. 2  billion 
Scudder  Global  has  outlegged  the 
Morgan  Stanley  Gapital  International 
World  Index  by  nearly  2  percentage 
points  annually,  with  a  12%  com- 
pound annual  return.  And  it  has  done 
so  with  roughly  one-fourth  less  vola- 
tility than  the  typical  global  fund. 

Holzer's  big-picture  thoughts 
tumble  out  faster  than  he  can  speak. 
Almost  as  soon  as  he  begins  a  sen- 
tence, another  idea  buffaloes  its  way 


into  his  head,  bursting  the  sentence 
apart  and  sending  the  fragments  fly- 
ing in  several  directions.  But  listen  for 
a  while  and  it  begins  to  make  sense. 

Holzer's  world  is  split  into  "the 
light  side"  and  "the  ciark  side."  The 
light  side  is  lands  where  English  is  the 
mother  tongue  or  the  lingua  franca  of 
business:  the  U.S.,  U.K.,  Canada, 
Australia,  New  Zealand,  Hong  Kong. 
The  dark  side  includes  the  ex-Soviet 
states,  China,  Germany,  Japan,  Korea 
and  much  of  Latin  America. 

On  the  light  side  of  the  world,  says 
Holzer,  "the  individual  is  paramount, 
and  the  marketplace  makes  the  deci- 
sions." The  dark  side?  "The  dark  side 
is  disciplined,  methodical,  conserva- 
tive. Being  a  benevolent  employer  can 
be  more  important  than  dividends  or 
earnings  growth." 

What  does  all  this  abstraction  have 
to  do  with  portfolios?  The  risk-averse 
dark  side,  Holzer  explains,  hoards  or 
"deepens"  its  capital,  while  the  light 
side  funnels  it  into  entrepreneurial, 
productive  companies.  As  the  West 
squeezes  fat  out  of  the  system,  Holzer 
asks,  "What  will  people  want  most?  A 
healthy  and  wealthy  retirement. 
Companies  that  heal  people  and  har- 
vest savings  well  will  prosper."  Thus 
in  the  U.S.  Holzer  likes  Biogen,  a 
biotechnology  firm,  and  such  finan- 
cial stocks  as  Chemical  Banking,  J. P. 
Morgan  and  the  municipal  bond  in- 
surers Ambac  and  MBIA. 

The  dark  side  is  not  all  bad,  says 
Holzer:  "German  companies  have 
huge  amounts  of  buried  capital. 
Eventually  they  will  have  to  surface 
the  wealth,"  partly  to  finance  the 
recovery  of  Eastern  Europe.  So  he 

William  Holzer  of  Scudder  Global  Fund 
From  the  big  picture,  big  performance. 


owns  several  German  banks,  insurers 
and  utilities,  including  Bayerische 
Vereinsbank,  Miinchener  Riickver- 
sicherung  and  RWE. 

He  points  out  that  rwk,  the  Ger- 
man electrical  utility,  has  a  market 
value  of  only  $16  billion  but  owns  a 
$9  billion  fund  to  finance  the  disman- 
tling of  its  atomic  power  plants.  If  you 
think  that  nuclear  power  alarmists  are 
overdoing  their  estimates  of  decom- 
missioning costs — and  that  the  mon- 
ey won't  be  rebated  to  customers — 
then  this  stock  is  a  bargain. 

He  paints  another  corner  of  the  big 
picture:  "The  emerging  markets  are 
being  reinvented  so  they  can  absorb 
our  savings  and  turn  our  capital  into 
cheaper  products."  So  Holzer  likes 
energy  stocks  like  Australia's  Wood- 
side  Petroleum  and  Britain's  Enter- 
prise Oil,  which  will  feed  the  develop- 
ing world's  furious  appetite  for  fuel. 
Other  picks:  Denmark's  FLS  Indus- 
tries, which  builds  more  than  half  the 
world's  cement  plants,  and  Cheil 
Foods  &  Chemicals  of  Korea,  a  big 
food  processor  and  sugar  refiner. 

Holzer  next  refers  to  what  he  calls 
the  "yen  endgame."  Translated  from 
Holzerspeak  this  means  that  the  yen 
can't  keep  going  up  forever.  "I'm 
getting  a  bit  bloody  impatient,"  he 
laughs.  "But  there  are  only  two  alter- 
natives: It  will  tall  or  it  will  fall."  That 
makes  him  bullish  on  gold  and  other 
precious  metals  stocks:  If  the  yen  falls 
gradually,  that  will  stimulate  the 
world  economy,  which  is  bullish  for 
gold;  if  the  yen  plunges,  the  Japanese 
will  hike  their  buying  of  gold  to  hedge 
against  the  weakening  currency. 

Lastly,  Holzer  likes  "thoroughly 
modern  companies"  whose  global 
marketing  and  technology  allow 
them  to  take  quick  advantage  of  his 
other  trends.  One  example:  Bermu- 
da-based, Nasdaq-traded  PartnerRe, 
a  catastrophe  reinsurer  with  superb 
computer  systems  that  enabled  its  18 
employees  to  generate  $206  million 
in  revenues — and  $146  million  in  net 
income — last  year.  Another:  the  bor- 
der-leaping Swedish  financial  giant 
Skandia,  one  of  the  biggest  packagers 
of  variable  annuities  in  the  U.S. 

No-load  Scudder  Global  has  an 
expense  ratio  of  1.45%,  well  below 
average  for  global  funds.  Its  low  costs 
and  solid  performance  make  it  a 
FORBES  Best  Buy.  -J.Z.  H 
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About  the 
only  thing  you  dont  get 

with  this  asset 

management  account 

is  an  annual  fee. 


It's  just  one  way  to  save  when  you  trade  with  the  Fidelity  Ultra  Service  Account! 


Save  on  fees,  trades,  and  taxes. 

♦  Pay  no  monthly  or  annual  fees  on  active  accounts' 

♦  Up  to  76%j  commission  savings  on  stock  &  option  trades 

♦  Additional  10%  savings  on  commissions  for  trades  placed  via 
touch-tone  telephone  or  PC 

♦  Tax-free  money  market  option  for  cash  awaiting  reinvestment' 

♦  Through  FundsNetwork,  over  370  no-load  funds  are 
available  from  Fidelity  and  other  well-known  fund  families 
without  paying  a  transaction  fee  to  Fidelity4 

Invest  in  what  you  may  need  for  your  portfolio. 

♦  Stocks,  options,  and  ADRs 

♦  More  than  170  Fidelity  mutual  funds 

♦  Over  1,800  mutual  funds  from  other  well-known 
fund  families 

♦  Treasury  bills,  notes,  and  bonds' 

♦  Corporate,  zero-coupon,  and  municipal  bonds,  and  CDs 

♦  Precious  metals 


Enjoy  a  new  level  of  convenience. 

♦  Unbiased  assistance  via  registered  representatives  7  days  a 
week,  24  hours  a  day 

♦  Over  80  investor  centers  across  the  country 

♦  Constant  access  to  your  assets  via  unlimited  checkwriting 
and,  for  qualified  investors,  a  VISA  Gold  Debit  Card 

♦  Independently  prepared  stock  research  reports  from 
Standard  &  Poor's 

♦  Fund  analysis  independently  prepared  by  Morningstar 

♦  Periodic  investment  plan  through  Fidelity  Automatic 
Account  Builder 

Consolidate  our  low-cost  services 
on  one  statement. 

♦  One  consolidated  monthly  statement  allows  you  to  regularly 
monitor  your  entire  Fidelity  portfolio 

♦  All  of  your  mutual  fund  cost-basis  information  appears  clearly 
and  concisely 

♦  Year-end  summary  provides  you  with  a  quick  review  of  your 
financial  information  for  the  whole  year 


Switch  today.  Call  1-800-544-0154. 


Fidelity 


investments' 


4b/l  589.001 

For  more  complete  information  on  any  Fidelity  fund  or  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for  a 

free  prospectus.  Read  ft  carefully  before  you  invest  or  send  money. 

'There  may  be  Ultra  Service  Account  fees  for  special  services  or  under  certain  conditions;  please  consult  the  current  fee  schedule.  To  qualify  as  active,  an  account  must  make 
at  least  one  trade  per  year.  An  inactive  account  will  be  charged  a  $30  annual  fee,    'Based  on  an  April  1995  survey  of  full-cost  brokers  for  equity  trades.  Minimum  commission 
$38.  Savings  may  van'  depending  on  size  and  nature  of  trade.     An  investment  in  the  fund  is  neither  insured  nor  guaranteed  by  the  U.S.  government,  and  there  can  be  no 
assurance  that  the  fund  will  maintain  a  stable  net  asset  value  of  SI  a  share.  All  fees  as  described  in  the  fund's  prospectus  still  apply.  Please  refer  to  the  FitiuhSetwork 
Performance  Director)-  for  more  details  on  the  FundsNetwork  program.    The  sale  or  redemption  of  any  fixed  income  security  before  maturity  may  result  in  a  substantial 
gain  or  loss.     Periodic  investment  plans  do  not  assure  a  profit  and  do  not  protect  against  a  loss  in  a  declining  market.  Fidelity  I  lltra  Service  Account  is  a  service  of  Fidelity 
Brokerage  Services.  Inc..  l6l  Devonshire  Street.  B  J 1 10.  Member  NYSE,  SIPC. 
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Narrow-Minded  Thinker.  He  launched  a  first  career  in  politics  when  h 
was  in  the  seventh  grade.  Other  kids  played.  He  spent  summers  bein 
tutored  by  Ronald  Reagan  and  Jack  I 


Before  his  first  kiss,  he  ha 
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for  niches.  Today,  he  and  his  colleagues  are  narrowing  the  aim  < 
advertising.  Making  it  faster,  smarter  and  digital.  They're  riding  the  ne\ 
wave  and  the  on-lookers  have  taken  notice.  Advertising  Age's  Busines 
Marketing  says  Hensley  Segal  Rentschler  is  the  Agency  of  the  Yea 
Rick  Segal  read  his  first  copy  of  Forbes  in  the  1970's 
he's   used   Forbes  to   build   his   agency  since    1994 


Forbes 

CAPITALIST     TOOL* 


THE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  ROBERT  J.  SHERWOOD 


"Investors  finally  realized  that  the 
Federal  Reserve  was  looking  at  a 
stronger  U.S.  economy  than  Wall 
Street  was,  and  that  the  Fed  wouldn't 
be  lowering  interest  rates  again  in  the 
near  future,"  claims  NatWest  Securi- 
ties chief  investment  strategist,  Peter 
Canelo.  "Auto  and  retail  sales  are 
picking  up  again,  so  forget  the  soft 
[economic]  landing  theory." 

How  about  expected  losers? 
Canelo  thinks  that  technology  stocks, 
as  a  group,  still  have  a  ways  to  fall. 
After  the  dust  settles  on  this  sector, 
Canelo  suggests  that  a  few  well- 
entrenched  hardware  companies — 
such  as  Compaq  Computer,  Hewlett- 
Packard,  Motorola  and  Cisco 
Systems — could  be  good  buys.  For 
now,  he  thinks  the  safest  bet  is  with 
retail  stocks  such  as  Nordstrom,  Dil- 
lard  Department  Stores  and  May 
Department  Stores. 


Special  focus 


While  the  whole  market  looks  overval- 
ued by  most  earnings  measures,  these 
eight  companies — all  of  which  have 
gained  at  least  50%  in  stock  price  since 
the  start  of  the  year — look  particularly 
expensive.  Each  stock  below  sells  for 
more  than  50  times  estimated  1996 
earnings — and  forecasts  that  far  out 
often  prove  to  be  overly  optimistic. 


Look  out  below 


Company 

Recent 
price 

Est  '96 
EPS 

Anesta 

93/8 

$0.10 

EndoSonics 

107/8 

0.09 

Evergreen  Media 

28'/2 

0.31 

Opta  Food  Ingredients 

16 1/, 

0.09 

PerSeptive  Biosystems 

10'/2 

0.13 

ProNet 

22/2 

0.02 

Stillwater  Mining 

26 

0.25 

ThermoTrex 

355/8 

0.46 

Sources:  IBES;  Market  Guide  tia 

OneSource  Information  Services 

The  overall  market 
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The  Barra  All-US  price  index  as  of  7/21/95 

Market  value:  $6,544.2  billion 

P/E:  20.2 

P/E  minus  negative  EPS:  17.0 

Price/book:  3.2 

Yield:  2.2% 


12-month  closeup 
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'95 


Closeup  on  the  market 


Index  or  investment 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 

-0.2% 

I 

20.6  % 

-1.7% 

S&P/Barra  Growth  index 

-0.1 

1 

30.2 

-2.0 

S&P/Barra  Value  index2 

-0.9 

■■i 

20.7 

-1.4 

Dow  Jones  industrials 
S&P  500 

-1.3      | 

-0.5 

-0.3 

■ 

24.3 
22.2 

-2.0 
-1.6 

NYSE 

18.6 

-1.1 

Nasdaq 

-0.8 

■■ 

34.2 

-4.4 

Amex 

1.9 

3.6 

-0.9 
-1.2 

EAFE3 

0.2 

1.0 

■ 

CRB  futures  index15 

■■■ 

0.5 

-4.8 

Gold   (Comex  spot) 
Yen f (per  SUS) 

0.2 
2.0 

^^^ 

0.4 
J     -10.5 

-7.3 
-41.7 

Oil  -  (W  Texas  Intermediate) 

-0.7 

■■ 

-13.0 

-58.6 

The  best  and  worst  performing  stocks 


Best 

Price 

2-week 
change 

1995 
EPS' 

Worst 

Price 

2-week 
change 

1995 
EPS' 

Sequoia  Systems 

8V8 

68% 

NA 

Acme  Electric 

15/8 

-51% 

NA 

Republic  Waste  Inds 

197/8 

50 

$0.37 

Maplnto 

24 

-35 

$0.76 
1.22 

Computervision 

93/8 

44 

0.43 
0.49 

Penn  Traffic 

Santa  Cruz  Operation 

223/, 

-34 

GRC  International 

24 

43 

53/4 

-32 

0.35 

Independent  Ins  Group 

20% 

42 

1.00 

Venture  Stores 

67/8 

-31 

-0.03 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Healthcare 

4.8% 

3.0 

2.8 

17.5% 
25.6 
23.5 
31.4 

Iron  &  steel 

-11.0% 

-3.6% 

Oilfield  services 

Real  estate 

-8.3 

10.2 

Pharmaceuticals 

Tire  &  rubber 
Photographic,  optical 

-5.6 
-5.4 
-4.7 

13.5 

24.6 

8.9 

Beverages 

2.7 

2.4 

Railroads 

28.8 

Forest  products 

Note:  Data  for  period  ending  7/21/95  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded. '  Totai  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
growth.  ~'1ota\  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-eamings  ratios.  3A  dollar-denominated  capitalization-weighted  index  of  more 
than  1 ,  100  stocks  from  Europe.  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  'Index  of  2 1  commodity  futures. =  Source:  Knight-Ridder  Financial  Publishing. 
"Estimate.  Source:  IBES  Inc. '  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions 
in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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COMMODITIES  REVIEW 


Knight-Ridder-CRB  spot  indexes 


Knight-Ridder-CRB  futures  indexes 


(1967=100) 
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^**f""*       All  commodities' 
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1994                 1995 
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270 
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Precious  metals 


1992 


1993 


Futures  index4 


1994  1995 
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"If  it  becomes  clear  the  U.S.  economy  is  avoiding  a  reces- 
sion, commodities  markets  could  explode,"  says  Steve 
Strongin,  vice  president  and  commodities  strategist  at 
Goldman,  Sachs.  Strongin  sees  the  price  of  aluminum — 
currently  $1,902  per  metric  ton  on  the  spot  market — 
rising  as  high  as  $2,450  over  the  next  vear.  Strongin  thinks 
oil  prices  will  also  strengthen,  not  because  the  Organiza- 
tion of  Petroleum  Exporting  Countries  (OPEC)  will  regain 
control  over  pricing,  but  because  demand  will  be  strong. 
So  far  this  year,  commodity  prices  are  up  2.7%,  as  mea- 
sured by  Knight-Ridder's  Commodity  Research  Bureau' 
spot  price  index  of  23  industrial  and  agricultural  prod- 


Commodity  spotlight 


ucts.  Corn  has  been  especially  strong.  Since  the  start  of 
the  year,  the  price  of  a  bushel  of  corn  climbed  17%,  from 
$2.49  to  $2.92.  And  even  higher  corn  prices  may  be  on 
the  horizon. 

Don  Roose,  president  of  U.S.  Commodities,  Inc.,  an 
agricultural  hedging  and  trading  firm  in  West  Des 
Moines,  notes  that  over  the  past  year  U.S.  corn  plantings 
fell  by  3.3  million  acres  from  original  intentions.  Thanks 
to  unfavorable  spring  weather,  U.S.  corn  yields  are  also 
down — from  a  record  high  in  1994  of  139  bushels  per 
acre  to  120  per  acre  so  far  this  year.  Roose  says  that  any 
more  weather-related  catastrophes  could  push  corn  prices 
to  between  $3.50  and  $4  a  bushel  by  the  end  of  the  year. 


Coffee5 ($  per  pound) 

210  N\        m 

■ 

1.60  '                    W^ 
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1.10                                        '      ' 
7/94                       12/94 

Y 

7/95 

Cash  and  futures  prices 

Spot  indexes 

Futures  indexes 

Index 

Value       3 

mo  change 

Index 

Value 

3-mo  change 

All  commodities 

293.57 

3% 

KR-CRB  index 

230.99 

-3% 

Raw  industrials 

341.35 

-3 

Precious  metals 

276.45 

-6 

17 
7 

Metals 

Textiles 

Foodstuffs 

313.18 
288.74 
235.93 

3 
-4 

11 

Industrials 
Grains 
Livestock  &  meat 

263.34 
228.28 

183.15 

I  evelop 

onstnji 

luring 
lurnarj 
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|n  pm 


Good  news  for  Starbucks,  Procter  & 
Gamble,  Philip  Morris  and  other 
coffee  vendors.  After  a  dramatic 
surge  in  the  summer  of  1994,  coffee- 
bean  futures  prices  have  been  falling 
for  almost  a  vear.  The  September 
1995  futures  contract  declined  by 
half  between  July  1994  and  July  6 
this  year,  although  the  contract  has 
since  gained  17%. 

Note:  All  prices  as  of  7/20/95.  'Composed  of  13  commodities.  '"Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  'Gold,  platinum  and  silver.  "Composed  of  21 
commodities.  September  1995  contract.  6Base  for  spot  and  futures  indexes  (1967=100).  Source:  Knight-Ridder  Financial  Publishing. 


Spot  commodity  prices 

Futures  prices 

Index 

Price 

3-mo  change 

Index 

Price 

3-mo  change 

Steel  scrap  (short  ton)  $140.50 

2% 

Oct  platinum  (troy  oz) 

$430.90 

-5% 

Copper  scrap  (pound) 

1.12 

8 

Oct  crude  oil  (barrel) 

16.71 

-12 
6 

-n 

28         J 

Print  cloth  (sq  yard) 
Corn  (bushel) 
Soybean  oil  (pound) 

0.92 
2.81 
0.27 

-3 

17 

6 

Sept  copper  (pound) 
Oct  cotton  (pound) 
Dec  Chi  wheat  (bushel) 

1.34 
0.76 
4.70 

^'lltt 
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Americas  Infrastructure  Is  Crumbling.  There  Is  Not  Enough  Money 

in  the  Public  Exchequer  to  Pay  for  Its  Rebuilding.  If  You  Supply  Construct 

or  Finance  Infrastructure,  You  Must  Consider  Attending  or  Sponsoring. 


Forbes  Magazine  presents 


NOV  29-DEC  1, 1995  •  THE  CAPITAL  HILTON  'WASHINGTON,  DC 


The  Third  Annual  Conference  of  Business, 
Investment  and  Government  Leaders 

on  Rebuilding,  Developing  and 
Investing  in  America's  Infrastructure 

ORBES  .Magazine,  in  partnership  with  The 
Jational  Association  of  State  Development  Agencies 
nd  the  Edison  Electric  Institute  has  developed 
le  Rebuilding  America  conference  as  a  forum  to 
romote  the  exchange  of  views  and  strategies  for 
eveloping,  rebuilding  and  financing  public/private 
l«   Dnstruction  projects. 

>uring  this  three-day  event,  eleven  months  before 
ur  national  elections,  business  executives,  investors 
id  government  representatives  will  exchange  views 
n  private-sector  investment  and  privatization 
f  infrastructure  projects. 


Previous  Participating  Sponsors: 

■ 

^™ 

■i  American  International  Group 

^^B 

■  AT&T  Network  Systems 

__ 

■  A.W.T  -  Compagnie  Generate  des  Eaux 

■  Banque  Nationale  de  Paris 

■  Barba-Arkhon  International  Inc. 

■ 

■i  Bechtel  Enterprises,  Inc. 

m 

■  Bradley,  Arant,  Rose  &  White 

__ 

■  Coopers  &  Lybrand 

™  CS  First  Boston 

■  Deutsche  Bank  AG 

■ 

■  Engineering  News-Record 

m 

■i  Enron  Corporation 

__ 

■  Financial  Guaranty  Insurance  Company 

■  GE  Capital 

■  Goldman,  Sachs  &  Co. 

■ 

■  Goodwin,  Procter  &  Hoar 

MM 

■■  Hill  International,  Inc. 

^^m 

■  Johnson  &  Higgins 

■  King  &  Spalding 

■■  Lehman  Brothers 

m 

■  Mayer,  Brown  &  Piatt 

■i 

MM 

■  Ogden  Corporation 

■■i 

■  Pepper,  Hamilton  &  Scheetz 

■ 

■  Peterson  Consulting  Limited  Partnership 

■i  Port  Authority  of  New  York  and  New  Jersey 

g 

■  Price  Waterhouse 

mm 

■  Raytheon  Company 

■  Stone  &  Webster  Engineering  Corporation 

■  Thelen,  Marrin,  Johnson  &  Bridges 

■  Tucker  Alan  Inc. 

■ 

■i  Union  Bank  of  Switzerland 

MM 

■  United  Infrastructure  Company 

■ 

■  Willis  Corroon 

■■■  HHi  mU 

■ 

iamekKs 


Yes,  please  send  me  more  information  and  a  free  program  brochure  as  soon  as  it  is  available. 

Mail  this  coupon  to  CMC,  200  Connecticut  Avenue,  Norwalk,  CT  06856-4990 

Or  call  (800)  243-3238,  fax  (203)  857-4075  or  internet  to  event.consulting@tradeshow.com. 
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MONEY  &  INVESTMENTS 


STREETWALKER 


EDITED  BY  RIUA  ATLAS 


A  Salomon  bull 

Is  anyone  still  bullish  on  Salomon 
Inc.  (SB),  which  has  delivered  inves- 
tors disappointment  and  continues 
to  hemorrhage  talent?  Streetwalker 
actuallv  found  a  Salomon  bull.  He's 
Michael  Flanagan,  an  analyst  at  Up- 
per Analytical  Services. 

Flanagan  argues  that  the  num- 
bers indicate  Salomon's  business  is 
becoming  less  volatile.  It  earned 
$81  million  in  the  first  quarter,  a  bit 
more  than  it  lost  in  the  second  quar- 
ter. That  was  a  swing  of  about  $140 
million  quarter  to  quarter,  as  com- 
pared with  a  swing  of  a  quarter-billion 
dollars  in  the  same  two  quarters  last 
year.  Flanagan  is  persuaded  that  the 
lower  volatility  means  Salomon's 
traders  are  taking  fewer  risks. 

At  the  same  time,  Salomon's 
nontrading  businesses  are  doing  bet- 
ter, with  investment  banking  reve- 
nue up  sevenfold  over  the  first  quar- 
ter. Salomon  will  split  some  $35 
million  with  Dillon,  Read  &  Co.  for 
advising  on  the  merger  of  Scott  Pa- 
per with  Kimberly-Clark. 

Flanagan  points  out  that  at  a  re- 
cent price  of  35V4,  Salomon's  shares 
are  trading  at  just  a  shade  over  book 
value.  Contrast  that  to  Merrill 
Lynch's  price  of  1 .8  times  book.  Of 
course,  Merrill  has  been  consistently 
profitable  while  Salomon  has  been 
consistently  erratic,  but  Flanagan's 
point  is  that  if  Salomon  can  make 
money  on  a  regular  basis,  there's  plen- 
ty of  room  on  the  upside. 

The  Microsoft  factor 

Lighthouse  Capital,  a  $135  mil- 
lion (assets)  Houston  investment 
firm,  has  been  short  a  lot  of  technol- 
ogy shares.  One  of  its  favorites  is  $48 
million  (estimated  1995  sales) 
UUNet  Technologies,  which  pro- 
vides computer  users  with  access  to 
the  Internet.  Microsoft  has  hired 
UUNet  (UUNT)  for  its  new  Win- 
dows 95.  Microsoft  owns  15%  of 
UUNet. 

UUNet  came  public  at  $14  a 
share  in  May  and  climbed  to  49  last 
month,  giving  UUNet  a  market 
capitalization  of  $1 .4  billion,  al- 
though the  company  has  yet  to  turn 
a  profit.  Even  after  falling  to  a  recent 


Hyping  the  net 


Uunet  Technologies'  stock  price  (ending  7/25/95) 
50 


Nobody's 
making  money 
on  the  Internet? 
UUNet' s  share 
price  has  tripled 
since  May. 


5/25/95 


6/95 


44V2,  it  is  overvalued,  says  Richard 
Hunter,  an  analyst  at  Lighthouse. 

Rakesh  $ood,  an  analyst  at  Ham- 
brecht  &  Quist,  disagrees.  He's  rec- 
ommending the  stock.  But  even 
Sood  concedes  that  UUNet  will  earn 
only  25  cents  a  share  in  1996.  That 
would  mean  that  the  stock  trades  at 
178  times  next  year's  earnings. 

Killjoy 

Repeat  the  MANTRA:  Stocks  return 
on  average  10%  a  year.  That  mantra 
has  lured  lots  of  novice  investors 
into  the  stock  market.  Maybe  the 
mantra  is  true,  but  only  for  the 
probably  fictional  long-term  investor. 
For  vears  on  end  stocks  can  do 
much  worse  than  that.  From  1966  to 
1982,  on  balance,  they  went  no- 
where in  price  and  returned  only  a 
modest  amount  in  dividends.  Then 
they  put  on  a  spurt. 

John  Bogle,  founder  and  chair- 
man of  the  Vanguard  Group  of  mutu- 
al funds,  reminds  us  of  this  frighten- 
ing and  patience-testing  irregularity. 
In  an  article  to  be  published  this 
month  in  the  Journal  of  Portfolio 
Management,  Bogle  offers  a  meth- 
od for  predicting  stock  and  bond  re- 
turns. If  he's  right,  people  who  ex- 
pect 10%  returns  on  equities  over  the 
next  decade  or  so  are  in  for  a  shock. 

Bogle  predicts  stock  returns  will 
slip  to  8%  over  the  next  decade — on 
average,  meaning  in  many  years  re- 
turns will  be  lower  or  even  negative. 

Bogle  reached  his  estimate  by 
taking  the  current  dividend  yield  of 
2.5%,  and  adding  to  that  one  of  two 
sets  of  figures.  For  one  set  of  figures 
he  looks  at  data  on  dividend  growth 
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rates,  and  what  the  impact  on  returns 
will  be  if  the  price-to-dividend  ratio 
reverts  to  its  historical  average. 

His  alternative  method  estimates 
probable  earnings  growth  over  the 
next  decade,  and  figures  in  the  im- 
pact of  changes  in  p/e  multiples  back 
to  their  historical  median. 

Surprisingly,  the  two  methods 
result  in  virtually  the  same  total  re- 
turn forecast:  an  average  8%  per 
annum.  Since  about  2.5  points  of 
that  is  dividend  yield,  he  is  looking 
for  average  appreciation  of  just  5.5% 
a  year — taking  into  account  the 
growth  of  reinvested  dividends  and 
capital  return.  Not  exactly  what  the 
newer  generation  of  investors  has 
come  to  expect. 

How  seriously  should  one  take 
Bogle's  numbers?  Very.  Using  similar 
methods,  he  predicted  that  stocks 
would  show  average  returns  of  8.7% 
per  year  in  1990-94,  and  his  esti- 
mate was  right  on  the  nose. 

By  Bogle's  reckoning,  bonds  will 
be  more  competitive  with  stocks  than 
they  have  been  in  recent  years.  He 
predicts  that  bonds  will  yield  a  shade 
under  7%  annually  over  the  decade. 

How  does  he  figure  that?  Simple. 
He  just  takes  the  current  yield  on  30- 
year  Treasurys,  pointing  out  that 
changes  in  the  market  price  of  bonds 
even  out  over  long  periods,  leaving 
income  as  the  driving  factor. 

Of  course,  that  still  leaves  stocks 
with  a  tax  advantage  over  bonds  so  far 
as  individual  investors  are  con- 
cerned. With  bonds,  the  irs  is  your 
partner  on  every  interest  payment. 
With  stocks,  most  of  the  return  is 
from  capital  gains,  which  are  taxed 
at  a  lower — and  deferred — rate. 
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Passage  to  India 

MlSS  OUT  on  this  year's  50%  rally  in 
airline  stocks?  Consider  o-t-c-listed 
Tower  Air,  a  S500  million  carrier 
offering  discount  fares  on  routes  fre- 
quented by  ethnic  groups.  Tower 
sat  out  the  rally.  It's  down  by  half 
from  its  early  1994  high  of  17  Vi. 
But  it  might  be  ready  to  move  soon. 

Tower  (towr)  introduced  ser- 
vice between  New  York  and  India  last 
year.  Given  the  large  number  of  In- 
dians resident  in  the  U.S.  and  their 
general  affluence,  that's  a  good 
route.  Tower  is  one  of  the  few  airlines 
offering  direct  service. 

Tower  is  strong  in  other  ethnic 
markets,  too.  Nearly  a  quarter  of 
Tower's  business  comes  from 
flights  between  New  York  and  Tel 
Aviv,  and,  in  a  spirit  of  ecumenism, 
it  offers  charter  flights  to  Mecca. 

Tower's  costs  per  available  seat 
mile  are  just  5  cents,  40%  less  than  the 
major  U.S.  airlines.  And  it's  got  just 


- 


$27  million  in  debt,  net  of  cash. 

So  why  did  it  sit  out  the  market 
rally?  Lousy  service  cost  it  business, 
even  as  other  airlines  were  slashing 
their  rates.  Passenger  complaints  were 
ten  times  greater  for  Tower  than  for 
other  airlines  last  summer. 

Goldman,  Sachs  analyst  Glenn 
Engel  thinks  Tower  is  back  on  track. 
It's  hired  Robert  Mann,  once  a 
twa  marketing  executive,  and  dou- 
bled its  spending  on  sales  and  pro- 
motion in  the  first  quarter  to  $15 
million. 

Engel  estimates  Tower  will  earn 
85  cents  a  share  this  year.  That  gives  it 
a  P/E  of  just  10  at  its  recent  price  of 
8%.  Engel  expects  Tower's  shares  to 
rise  to  the  low  teens  over  the  next  six 
months — up  50%  or  so.  H 
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Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado. You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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STATISTICAL  SPOTLIGHT 


The  ground  floor 

Real  estate  investment  trusts  haven't  participated 
in  the  market's  rally,  but  some  look  like  good  buys. 


By  Eric  S.  Hardy 

What  do  short-sellers  and  holders  of 
real  estate  investment  trusts  have  in 
common?  They  haven't  benefited 
from  the  bull  market. 

The  S&P  500  shows  a  12 -month 
return,  including  reinvested  divi- 
dends, of  27%  through  mid-July. 
An  index  of  220  REITs  compiled  by 
Nareit,  a  Washington,  D.C. -based 
trade  association,  has  around  a  6% 
return.  This  slump  is  particularly  frus- 
trating for  reit  holders  because  this 
interest-rate-sensitive  sector  has  been 
known  to  prosper  when  interest  rates 
are  falling. 

What  ails  the  market?  Lack  of  inves- 
tor confidence  is  one  problem:  "The 
most  recognized  name  in  our  industry 
[Rockefeller  Center  Properties]  went 
bankrupt.  That  really  hurt,"  states 
Nareit  President  Mark  Decker.  But 
REITs  are  not  without  their  support- 
ers: "Investors  are  either  underesti- 
mating the  growth  potential  [of 
REITs]  or  overestimating  the  risks,1' 
says  real  estate  analyst  Kevin  Comer  at 
Bankers  Trust  in  New  York  City. 

In  evaluating  real  estate  trusts,  net 
income  counts  less  than  any  of  various 
measures  of  cash  generation.  One  im- 

Priced  to  sell 


portant  measure  is  "funds  from  oper- 
ations," which  is  defined  as  net  in- 
come plus  depreciation  and  amortiza- 
tion, excluding  gains  (or  losses)  from 
debt  restructuring  and  sales  of  prop- 
erties. Another  measure  is  shown  in 
the  table  as  "cash  flow,"  here  defined 
to  mean  net  income  plus  depreciation 
and  amortization,  less  preferred  divi- 
dends. Either  way,  you  are  looking  at 
a  measure  of  profits  before  deprecia- 
tion, a  charge  that  goes  on  the  books 
but  doesn't  require  the  owner  of  the 
property  to  write  out  a  check. 

As  a  group,  REITs  are  trading  at  ten 


times  the  funds  from  operations  ex- 
pected by  analysts  for  1995. 

REITs  pay  high  dividends  because 
they're  required  to  distribute  almost 
all  their  income  to  shareholders.  This 
avoids  double  taxation,  but  it  also  has 
a  downside:  Unlike  most  corpora- 
tions, REITs  can't  build  up  retained 
earnings.  So  you  can't  count  on  these 
stocks  to  hold  their  own  against  the 
overall  market,  although  the  best  of 
them — in  particular,  New  Plan  Real- 
ty— have  done  so  in  the  past. 

The  table  below  lists  ten  REITs  with 
a  varying  mix  of  real  estate  assets. 
Some  have  portfolios  focused  on 
properties  like  malls,  strip  shopping 
centers  and  office  buildings.  Some 
own  assets  that  are  a  bit  less  main- 
stream— such  as  public  storage  ware- 
houses— and  some  list  apartment 
buildings  among  their  holdings. 

The  REITs  listed  in  our  table  have 
yields  of  between  5%  and  10%  and  sell 
for  less  than  19  times  latest  fiscal  year 
funds  from  operations.  All  these 
stocks  show  total  debt  that  is  no 
higher  than  75%  of  equity,  when  equi- 
ty is  measured  by  stock  market  value. 

Bruce  Garrison,  who  follows  REITs 
for  PaineWebber  in  New  York,  likes 
Bradley  Real  Estate,  which  is  accumu- 
lating a  portfolio  of  shopping  malls  in 
the  Midwest  and  New  England.  Brad- 
ley yields  8%  and  sells  for  nine  times 
1995  estimated  funds  from  opera- 
tions. Garrison  also  likes  New  Plan 
Realty  Trust,  which  has  raised  its  divi- 
dend for  64  consecutive  quarters  and 
nearly  tripled  its  book  value  over  the 
past  decade.  IB 


REIT/primary  assets 


Primary 
region 


Recent 
price 


-Price  divided  by- 


Yield 


book 
value 


earnings 


funds  from 
operations 


cash 
flow 


Debt  as  % 

of  market 

value 


Revenues* 
($mil) 


Berkshire  Realty/shopping  centers;  apartments  Southeast;  West       9%  0.9  23.5  9.5  8.1  9.4%  74%  $72 

Bradley  Real  Estate/shopping  centers  Midwest  15%  1.4  15.4  10.5  9.3  8.4  51  34 

Duke  Realty  Investments/industrial  &  office  parks     Midwest  28  1.3  18.1  13.6  11.0  6.7  45  108 

Franchise  Finance  of  America/restaurants  nationwide  21%  1.7  32.4  11.5  7.8  8.4  11  97 

JP  Realty/shopping  centers;  malls  West  20%  2.1  17.8  9.7  9.2  7.9  39  54 

Merry  Land  8.  Investment/apartment  buildings        Southeast  20%  1.5  18.6  12.4  11.3  6.8  20  116 

MGI  Properties/warehouses;  apartments  East  14%  0.9  10.5  9.2  7.6  6.5  43  43 

New  Plan  Realty/shopping  centers;  apartments  East  21%  2.0  18.6  18.4  15.4  6.3  11  123 

Storage  Equities/temporary  storage  facilities  nationwide  l61/2  1.3  15.9  11.2  7.8  5.3  14  157 

Washington  REIT/office  buildings;  apartments  Washington.  D.C.     14% 2i 17.3  15.0  14.7 U 8 47_ 

'Latest  12  months.  Sources.-  Market  Guide  via  OneSource  Information  Services;  National  Association  of  Real  Estate  Investment  Trusts  (Nareit). 

These  REITs  pay  decent  yields  and  are  reasonably  priced  relative  to  the  cash  generated  by  their  properties. 
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THE  CONTRARIAN 


Wiggle-watchers 
get  whipsawed 


BY  DAVID  DREMAN 


David  Dreman  is 
chairman  of  Dreman 
Value  Management, 
L.P.,  Investment 
Counsel,  New  Jersey, 
and  author  of  The 
New  Contrarian 
Investment  Strategy. 


A  FEW  WEEKS  back  the  market,  reinforced  by 
scads  of  supporting  statistics,  believed  the  econ- 
omy was  cooling  rapidly.  But  then  it  took  only 
one  contradictory  indicator — home  sales — 
coming  in  above  forecast  in  May  to  cause  long 
bonds  to  drop  2%  in  a  single  day,  equivalent  to 
almost  a  100-point  drop  in  the  Dow  Jones 
industrial  average. 

A  week  later  the  Fed  lowered  the  discount 
rate  a  quarter  of  a  point,  and  the  bond  and  stock 
markets  soared.  People  who  tried  to  play  these 
economic  numbers  were  once  again 
whipsawed. 

There's  a  lesson  here.  Every  investor  wants 
an  "edge,1''  and  many  folks  think  they  can  get  it 
by  following  economic  indicators.  Therein 
lies  a  snare  and  delusion.  The  market  is  constant- 
ly bombarded  with  hot-off-the-wire  informa- 
tion on  the  CPI,  the  ppi,  the  GDP,  industrial 
production,  housing  starts — you  name  it.  But 
much  of  the  data  are  preliminary  and  subject  to 
revision,  and  scant  basis  for  buying  or  selling 
investments.  These  revisions  occur  so  often 
you'd  think  investors,  particularly  the  pros, 
would  treat  them  with  skepticism,  but 
they  don't. 

Too,  the  economy  has  a  funny  way  of  pro- 
ducing numerous  indicators,  all  appearing  to 
substantiate  the  current  trends,  which  are 
quickly  superseded  by  new  ones  pointing  the 
opposite  way.  Look  back  just  18  months.  We 
have  had  inflation  trends,  deflation  trends  and 
recession  trends.  But  each  "trend"  was  short- 
lived, even  though  the  inflation/high-interest 
"trend"  produced  in  1994  one  of  the  worst 
bond  markets  of  the  century. 

Moral:  Don't  be  a  wiggle-watcher.  Don't 
try  to  play  these  currents  and  eddies.  Don't  be 
misled  by  mere  noise.  Even  the  supposedly 
omniscient  head  of  the  Federal  Reserve,  Alan 
Greenspan,  gave  up  trying  to  forecast  the  di- 
rection of  the  economy  when  he  ran  a  lucrative 
private  economic  consulting  firm.  The  econo- 
my is  a  chameleon:  what  you  see  one  moment 
may  appear  in  a  very  different  color  soon  after. 

The  fact  is  that  the  business  cycle  rarely 
mows  in  a  straight  line  for  long.  An  apparent 
slowing  in  the  economy  may  be  just  an  inven- 
tory adjustment,  not  the  end  of  the  cyclical 
expansion.  Remember:  Economists  know 
with  certainty  whether  we  are  in  or  out  of  a 


recession  only  a  year  or  so  after  the  fact. 

So,  what  should  the  investor  do?  Stop  try- 
ing to  predict  the  unpredictable,  insulate  your- 
self against  the  screaming  headlines  and  the 
glib  TV  newsreaders.  Buy  stocks  with  good  pros- 
pects that  are  moderately  priced  in  relation  to 
the  rest  of  the  market.  Value  endures  when 
trends  and  fads  fade. 

Here  are  a  number  of  stocks  that  I  think  fit 
this  value  description  today. 

First  Union  Corp.  (47),  the  nation's  ninth- 
largest  bank,  is  continuing  its  expansion  plans 
with  the  proposed  acquisition  of  First  Fidelity 
Bancorp.  Earnings  growth  should  continue  at 

Folks  who  invest  on  the  basis 
of  the  economic  indicators 
make  more  money  for  their 
brokers  than  they  do 
for  themselves. 


about  a  10%  level  in  the  foreseeable  future. 
Fl  U  trades  at  a  P/E  of  9  and  yields  4.4%. 

icn  Pharmaceuticals  ( 16)  is  a  small  manu- 
facturer and  distributor  of  pharmaceuticals. 
Earnings  should  show  a  30%  rebound  this 
year,  with  further  growth  in  1996.  The  stock 
trades  at  a  P/E  of  17  and  yields  1 .7%. 

Outboard  Marine  ( 19),  the  world's  largest 
manufacturer  of  outboard  engines,  is  participat- 
ing in  the  strong  recovery  of  the  boating  in- 
dustry. Earnings  should  show  a  major  rebound 
to  over  $1 .75  a  share  in  the  current  fiscal  year 
(ends  Sept.  30),  with  another  gain  likely  in 
1996.  The  stock  trades  at  a  P/E  of  7  and 
yields  2.1%. 

Republic  National  Bank  of  New  York  (54)  is 
the  tw  enty-second-largest  bank  in  the  U.S.  In- 
come has  been  improving  steadily  in  the 
1990s  and  should  set  a  new  record  this  year, 
with  continuing  growth  ahead.  The  stock 
trades  at  a  P/E  of  1 1,  only  a  43%  premium  to 
book,  and  yields  2.7%. 

Union  Camp  Corp.  (56)  is  a  major  manu- 
facturer of  paper,  linerboard  and  packaging. 
Earnings  are  recovering  rapidly  and  should  hit 
record  levels  this  year  with  another  major  gain  in 
1996.  The  stock  trades  at  a  p/e  of  12  on  1995 
estimates  and  vields  2.9%.  WM 
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WALL  STREET  IRREGULAR 

Handicapping 
the  letters 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria,  Va.- 
based  Hulbert 
Financial  Digest, 
a  monthly  service 
that  monitors  the 
performance  of 
investment  advisory 
letters. 


Is  superior  past  performance  by  an  invest- 
ment adviser  any  assurance  of  future  superior 
performance?  Has  the  holder  of  yesterday's 
hot  hand  got  a  good  chance  of  holding  hot 
hands  in  the  future?  Yes!  That  fact  emerges 
clearly  from  my  just-completed  survey  of  invest- 
ment letter  performance  over  the  entire  1 5 
years  the  Hulbert  Financial  Digest  has  moni- 
tored the  industry. 

My  finding  flies  in  the  face  of  the  standard 
academic  argument  that  performance  is  ran- 
dom. If  that  were  true,  you  could  more  or  less 
ignore  past  records  when  picking  a  mutual  fund, 
an  investment  adviser  or  a  market  letter.  Dog 
today  would  not  necessarily  mean  dog  tomor- 
row. In  fact,  it  might  be  better  to  go  with  the 
dogs  because  regression  to  the  mean  will  even- 
tually give  the  leaders  their  comeuppance. 

My  new  data  provide  a  strong  statistical 
basis  for  believing  that  going  with  the  winners 
makes  good  investment  sense.  Not  all  long- 
term  winners  have  continued  to  beat  the  mar- 
ket, but  the  spread  between  their  average  per- 
formance and  the  average  performance  of  the 
losers  has  continued. 

One  reason  some  observers  fail  to  detect 
this  relationship  between  past  and  future  perfor- 
mance is  this:  It  depends  crucially  on  how  the 
past  is  defined.  Focus  on  the  short-term,  and  the 
relationship  disappears  altogether — the  good, 
the  bad  and  the  indifferent  are  indistinguishable 
short  term.  This  holds  true  for  quarterly  and 
even  yearly  performance.  Remember  this  the 
next  time  you  get  an  investment  letter  adver- 
tisement that  attempts  to  capitalize  on  a  short- 
term  high  ranking  in  the  hfd. 

How  many  years  of  past  performance  are 
needed  in  order  to  increase  your  chances  of  future 
success?  Five  is  a  minimum,  and  ten  is  even 
better.  My  research  shows  that  the  letters  that 
shine  over  five-  and  ten-year  periods  are  likely  to 
continue  to  do  well,  while  those  that  do  badly  in 
these  periods  are  more  likely  to  continue  to  do 
badly.  Imagine  yourself  in  the  shoes  of  an  investor 
who,  in  mid- 1990,  is  picking  an  adviser  to  fol- 
low for  the  five  years  from  then  until  today.  How 
best  could  you  have  used  the  ten  years  of  perfor- 
mance ratings  then  in  the  hfd  database? 

You'd  be  happiest  today  if  you  had  used  all 
ten  years  of  performance  data  then  available  to 
separate  winners  from  losers.  If  in  mid- 1990 
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you  had  invested  with  the  ten  year  market  beat- 
ers, you'd  have  made  an  average  of  13.2% 
compounded  by  now,  versus  12.3%  for  the  stock 
market  itself.  You'd  have  made  just  4.1%  by 
investing  in  the  ten-year  market  laggards. 

What  would  have  happened  if  in  mid- 1990 
you  had  picked  five-year  winners  rather  than 
ten-year  winners?  You  would  have  made 
10.0%  compounded,  versus  8.3%  by  investing 
with  the  five-year  losers.  Note  that  this  10.0%- 
to-8.3%  differential  is  smaller  than  the  13.2%- 
to-4.1%  differential  for  ten  years. 

Or  you  could  have  gone  with  the  three-year 
winners.  If  you  had,  you  would  have  gained  a 
10.3%  compounded  return  over  the  next  five 
years,  versus  8.8%  for  investing  with  the  three- 
year  losers.  In  other  words,  going  with  the 
three-year  market  beaters  only  marginally  in- 
creases your  odds  of  future  success. 

Conclusion:  Go  with  the  ten-year  winners. 
Take  with  a  grain  of  salt  things  like  the  Wall 
Street  Journal's  reporting  of  short-term  mutu- 
al fund  performance,  where  one  day  of  their  five- 
day  reporting  cycle  is  devoted  to  performance 
over  the  last  20  trading  davs  and  another  to  the 
last  65  trading  days. 

Who  are  the  ten-year  winners  in  the  hfd 
sweepstakes?  In  first  place  is  MPT  Review  (edited 
by  Louis  Navellier),  which  produced  a  902% 
return  through  mid- 1995,  versus  a  268%  total 
return  for  the  Wilshire  5000  index.  In  second 
place  is  the  California  Technology  Stock  Letter 
(edited  by  Michael  Murphy  and  Lissa  Mor- 
ganthaler),  with  a  440%  return;  and  in  third 
place  is  the  Chartist  (edited  by  Dan  Sullivan), 
with  a  291%  return.  Rounding  out  the  top  five 
for  performance  over  the  last  decade  are  two 
published  by  Martin  Zweig:  the  Zweig  Forecast 

Here  are  the  top  five 
investment  letters  over  the 
past  ten  years — and  that's 
long  enough  to  really  count. 


and  the  Zweig  "Performance  Ratings  Report, 
with  gains  of  275%  and  272%,  respective  I  y. 
Though  the  Zweig  letters'  gains  appear  to  be 
only  modestly  ahead  of  the  market,  this  is  decep- 
tive: They  were  produced  with  23%  and  29% 
less  volatility  (or  risk)  than  the  market  itself — a 
winning  combination.  ■■ 
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Japan's  virulent 
deflation 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is 
president  of  A.  Gary 
Shilling  &  Co.,  eco- 
nomic consultants  and 
investment  advisers. 
His  firm  publishes 
Insight,  a  monthly 
newsletter  covering  the 
business  outlook  and 
investment  strategy. 


The  Nikkei  has  rallied  recently,  and  some 
investors  think  Japanese  stocks  are  screaming 
buys.  In  relation  to  cash  flow  and  book  value 
they  are  as  cheap  as  they've  been  in  the  postwar 
era.  The  Japanese  faced  down  Clinton  in  the 
auto  trade  talks.  The  recession  there  is  over  three 
years  old  and  can't  last  forever. 

But  think  twice  before  you  leap  into  Japa- 
nese equities.  There  is  more  bad  news  to  come. 
As  with  the  U.S.  in  the  1930s,  Japan's  basic 
problem  is  the  inability  to  deal  with  self-feeding 
deflation.  Prices  of  goods  are  falling,  so  con- 
sumers are  delaying  purchases  in  anticipation  of 
still  lower  costs.  This  curtails  production, 

The  widespread  deflation 
in  Japan  has 
exalted  the  yen, 
not  the  reverse. 


hikes  unemployment  and  scares  even  those  Jap- 
anese with  lifetime  employment  into  further 
retrenchment.  The  50%  decline  in  real  estate 
prices  and  the  60%  tall  in  stocks  have  com- 
pounded the  problem. 

The  Japanese  banks  are  by  no  means  out  of 
the  woods.  Property  and  stocks  are  the  collateral 
for  many  loans  in  Japan,  and  the  value  of  this 
collateral  is  shrinking.  The  Japanese  banks  are  in 
twice  as  bad  a  position  as  the  U.S.  savings  and 
loans  were  half  a  decade  ago. 

Here's  the  nub  of  the  problem:  With  defla- 
tion, real  interest  rates  are  high,  even  though 
nominal  short  rates  are  about  1%.  So  there 
isn't  much  room  to  cut  rates  further.  Falling 
corporate  earnings  and  gobs  of  excess  capacity 
mean  that  the  solid  companies  to  which  banks 
want  to  lend  aren't  borrowing  for  capital 
spending.  Meanwhile,  the  government  is  too 
weak  to  overcome  the  bureaucrats'  abhor- 
rence of  rising  deficits.  This  makes  it  tough  to 
push  through  the  big  tax  cuts  and  deficit 
spending  needed  to  check  the  deflation. 

The  Japanese  deflation  has  helped  drive  the 
yen  l  <  i  levels  where  it  is  hard  for  Japanese  exports 
to  compete.  Weak  companies  have  been  sell- 
ing foreign  assets  and  converting  the  proceeds 
to  yen  to  shore  up  their  balance  sheets  at 


home,  which  means  they  sell  dollars  and  buy 
yen.  Japanese  deflation  has  exalted  the  yen, 
not  the  reverse.  The  weaker  yen  against  the 
dollar  that  we  continue  to  foresee  may  help 
exporters  and  spur  stocks,  but  only  briefly. 
Much  more  will  be  needed  to  solve  Japan's 
basic  woes  and  shake  off  deflation: 

Financial  problems  will  require  public  bail- 
outs, but  voters  are  far  from  accepting  the  idea. 
Many  still  resent  high-flying  bankers'  earlier 
financing  of  real  estate  speculation  that  pushed 
housing  prices  out  of  reach. 

Protectionism  against  Japan  will  continue  un- 
til her  huge  u-ade  surplus  is  eliminated.  The  cold- 
war-induced  support  for  Japan  is  gone,  and  her 
closed  markets  will  remain  easy  scapegoats  for 
European  and  North  American  politicians  eager 
for  diversions  from  their  domestic  problems.  Clin- 
ton's drive  against  Japan  has  only  begun. 

Consumer  spending  and  infrastructure  must 
be  stimulated  to  replace  exports  and  capital 
spending  as  Japan's  economic  locomotive.  But 
that  will  require  a  vast  cultural  shift  away  from 
emphasis  on  production  and  employment. 

Slower  economic  growth  is  in  the  cards,  at 
least  until  Japan's  many  financial  and  structural 
problems  are  resolved.  So  lifetime  employ- 
ment must  be  eliminated  to  reduce  production 
leverage.  Financial  leverage  also  needs  to  be 
cut  by  building  a  full-blown  corporate  bond 
market  to  reduce  reliance  on  bank  financing. 

Higher  financing  costs  art  a  fact  of  life  in 
Japan,  but  many  corporations  have  not  made 
the  transition  from  the  cheap  equity  and  debt 
financing  days  of  the  late  1980s. 

Still  lower  real  estate  and  stock  prices  are  neces- 
sary to  bring  costs  down  to  globally  competitive 
levels  and  to  attract  investors.  Japanese  stock 
prices  in  relation  to  earnings  remain  two  or  three 
times  those  of  other  G-7  countries.  Commercial 
land  prices  must  fall  an  additional  30%  to  50%  to 
provide  acceptable  returns. 

A  rapidly  aging  population,  the  fastest  among 
G-7  countries,  will  require  gigantic  funding  to 
support  it  in  coming  years.  Foreign  assets  can  no 
longer  be  counted  on  to  do  the  job.  The  current 
account  surplus  will  shrink.  Furthermore, 
Rockefeller  Center,  Pebble  Beach  and  other  for- 
eign investment  disasters  have  erased  Japan's 
cumulative  foreign  earnings  of  the  last  decade  and 
reduced  the  dollar  value  of  overseas  assets  by 
20%  to  boot.  Lower  rates  of  domestic  saving  will 
largely  be  used  to  support  retirees,  not,  as  earlier, 
industries  targeted  for  global  domination. 

It  took  ten  years  for  U.S.  deflation  to  run  its 
course  in  the  1930s.  Even  then  WWII  was  need- 
ed to  reignite  the  economy.  Can  Japan,  a 
country  where  decisions  by  consensus  can  delay 
action  and  where  little  has  been  done  in  the 
last  five  years,  do  it  any  quicker?  Japan  will  sur- 
vive, but  her  tribulations  are  far  from  over.    H 
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Alvin  Toffler,  Author  and  Futurist,  to  the  Joint  Economic  Committee  at  the 
'21st  Century  Hearing"  (June  12, 1995),  on  the  Third  Wave  information  revolution: 

"We  can  learn  more  about  it  from  the 

pages  of  magazines  like  Wired  and  ASAP 

than  from  economic  journals/' 

Those  who  know,  have  spoken. 

FORBES  ASAP  has  taken  its  place  as  the  first 
and  last  word  on  business  and  technology. 

n  the  October  9, 1995  FORBES  ASAP:  Paper  vs.  paperless  technologies. 

We  examine  the  options.  AND 
Telecommuting:  Does  it  work?  Some  surprising  conclusions... 

■advertising  information  call:  Ted  Gramkow,  FORBES  ASAP  Director  of  Advertising,  (415)  882-9600 
or  Michael  McCormack,  FORBES  ASAP  Director  of  Advertising  (East),  (212)  620-2375 
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Fare  play 

Ticket  consolidators  offer  bargain  flights  overseas 
but  are  not  always  the  smartest  buys. 


By  Lisa  Sanders  and  Alexandra  Alger 


"WE'RE  A  FACTORY  OUTLET 

for  airlines  to  close  out  in- 
ventory," explains  Gary 
Marshall,  vice  president  of 
sales  and  marketing  for  Jet- 
set  Tours,  a  major  ticket 
consolidator  in  Los  Ange- 
les. "An  airline  seat  that 
goes  empty  today  can't  be 
filled  tomorrow." 

Like  its  competitors,  Jet- 
set  has  access  to  blocks  of 
unsold  airline  seats  at  prices 
below  those  available  to 
consumers.  Some  consoli- 
dators retail  some  of  those 
seats  directly  to  bargain  - 
hunting  travelers. 

Say  you  want  to  fly  New- 
York    to    London    Friday, 
Sept.  22,  returning  on  Sept. 
29.   The   lowest   fares   we 
were      quoted,      checking 
with  a  half-dozen  consoli- 
dators, ranged  from  $403 
to  $440,  flying  name-brand 
carriers  such  as  Air  India, 
British    Airways,   American    Airlines 
and    Virgin    Atlantic.    The    carriers 
themselves  quoted  fares  ranging  from 
$499  to  $737. 

But  these  bargain  fares  aren't  al- 
ways such  bargains.  They  come  with 
lots  of  strings.  You  are  locked  into 
specific  flights  on  specific  days.  If  you 
want  to  change  your  flights  up  to  two 
days  before  departure,  you'll  have  to 
pay  a  fee  of  up  to  $200 — and  often 
you'll  get  no  refund  if  you  make  last- 
minute  changes. 

"The  airlines  fence  in  the  consoli- 
dators so  they  can't  compete  unduly 
against  the  carriers,"  explains  Dean 
Langdon,  assistant  director  of  indus- 
try affairs  at  the  American  Society  of 
Travel  Agents. 

Other  drawbacks:  You  usually  can't 
use  frequent-flier  miles  to  upgrade 
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your  ticket  (though  sometimes  you 
can  earn  miles);  you  may  not  be  able 
to  reserve  a  seat  early;  you  will  have  to 
spend  a  lot  of  time  on  the  phone. 
(Best  times  to  call  a  consolidator? 
Before  9  a.m.  and  after  5  p.m.) 

For  backpacking  students  with 
time  on  their  hands,  these  tickets  are  a 
good  deal.  Not  so  for  business  travel- 
ers whose  plans  may  change.  Not  so, 
either,  for  vacationers  on  a  schedule 
who  also  need  hotel  accommoda- 
tions, car  rental,  rail  tickets,  etc.  For 
them,  package  deals  can  make  a  lot 
more  sense  (Forbes,  May  S). 

That  said,  if  you  want  to  shop 
among  consolidators,  here  are  some 
things  to  keep  in  mind: 
■  Make  sure  you  ask  about  all  taxes 
and  extra  fees.  Departure,  sales  and 
other  taxes,  which  run  about  $50  on  a 


New  York- London  return  ticket,  are 
sometimes  not  included.  Also:  Some 
consolidators  charge  $7  to  $10  to  air- 
express  your  ticket  to  you. 

■  Don't  leave  travel  agents  off  your 
list.  Many  travel  agencies  deal  with 
consolidators  for  the  tickets  they  offer 
their  customers. 

■  Beware  of  scammers  posing  as  con- 
solidators. Typically,  they  advertise 
ticket  prices,  take  people's  money, 
then  try  to  get  those  tickets  from  true 

consolidators.  If  they  can't, 
they  disappear — with  your 
money.  To  make  sure 
you're  dealing  with  a  legiti- 
mate operator,  ask  which 
airlines  it  has  contracts 
with.  If  you  get  the  run- 
around,  move  on.  And  al- 
ways pay  by  credit  card, 
even  though  some  consoli- 
dators charge  about  $15 
extra  if  you  pay  with  plastic 
instead  of  a  check. 

■  If  you  plan  to  travel  dur- 
ing peak  periods — during 
the  summer  or  around 
Christmas — it  pays  to  shop 
months  in  advance.  Other- 
wise, wait  until  a  few  weeks 
before  you  plan  to  leave. 
Airlines  often  run  off-sea- 
son sales  with  rock-bottom 
fares. 

■  Cruise  the  ads  in  newspa- 
per travel  sections  for  con- 
solidators or  order  a  copy  of 
The  Index  to  Air  Travel 
Consolidators         ($53.25; 

800-241-9299).  While  most  outfits 
offer  only  international  tickets,  some 
also  sell  domestic  tickets. 

■  Here's  a  list  often  major  consolida- 
tors who  sell  to  consumers:  Campus 
Travel  Euroflights  (800-328-3359  or 
612-338-5616);  Council  Charter 
(800-800-8222  or  212-661-0311); 
D-FW  Tours  (800-527-2589  or 
214-980-4540);  Jet  Vacations 
(France)  (800-538-0999  or  212- 
474-8740);  Fare  World  International 
(800-327-3967);  Mill-Run  Tours 
(800-645-5786  or  212-486-9840); 
P&F  International  (800-892-0023 
or  718-383-5630);  Travac  Tours  &] 
Charters  (800-872-8800  or  212-j 
563-3303);  TravNet  (Asia  &  South 
Pacific)  (800-359-6388);  and  Uni- 
Travel  (800-325-2222  or  314-569- 
0900).  H 
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Once  just  gadgets  that  beeped  phone  numbers,  pagers 
now  store  messages,  stock  quotes,  even  voice  mail. 


By  Michael  Noer 

Pagers  have  shrunk  in  size,  gotten 
smarter  and  have  broader  reach  than 
ever.  Some  27  million  Americans  tote 
them  around. 

If  vou  are  in  the  market,  here  are 
some  tips: 

Go  alphanumeric.  Numeric  pagers 
display  numbers  only  and  can't  match 
the  usefulness  of  the  full-text  (alpha- 
numeric) devices.  Besides  private 
messages,  you  can  also  get  news  head- 
lines, stock  quotes,  foreign  exchange 
rates  and  even  the  air  pollution  index. 
A  text  pager  costs  only  between  S6 
and  S20  more  per  month,  depending 
on  the  tvpe  of  service. 

A  high-end  text  pager  will  display 
four  lines  of  text  of  about  80  charac- 
ters on  its  screen,  and  will  store  up  to 
50  messages  along  with  the  time  and 
date  received. 

Rent,  don't  buy.  Motoro- 
la's top-of-the-line  text 
pager  sells  for  S350.  But 
paging  companies  will  rent 
one  to  you  for  about  $3  a 
month.  Insurance  against 
damage,  theft  or  loss  is  an 
additional  $2  per  month. 

Skip  voice  pagers  for  now. 
PageNet  is  about  to  intro- 
duce what  are,  in  effect, 
pocket-size  answering  ma- 
chines. They  can  store  four 
minutes  of  messages  and 
will  cost  more  than  text 
pagers.  But  who  wants  to 
listen  to  a  long  verbal  mes- 
sage when  you  can  silently 
read  a  concise  note? 

Also,  take  a  pass  for  now 
on  the  new  "two-way" 
paging  technology.  Hyped 
as  a  way  of  responding  to  a 
page  without  scrambling  to 
find  a  telephone,  the  cur- 
rent generation  of  devices 
allows  you  only  a  limited 
menu  of  responses. 

Experts  insist,  however, 
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two-way  voice 
development — 
pager    market. 


years 
messagers — now   in 
will    dominate    the 
These  miniphones  could  be  an  alter 
native  for  some  cellular  phone  users 
(see  story,  p.  158). 

Also  pass  on  cellular  telephone/pager 
combinations.  They  have  this  going 
for  them:  You  don't  have  to  pay  for 
lengthy  incoming  cellular  phone  calls, 
which  can  really  add  up.  And  the 
pager  acts  as  a  screener — you  don't 
have  to  respond  to  messages  right 
away,  if  at  all. 

But  there  are  major  drawbacks: 
Currently  only  numeric  paging  is  pro- 
vided; and  the  combo  unit  is  a  bit 
bulky  to  carry  around. 

Consider  going  ultralight.  Seiko 
(800-456-5600)    has    integrated    a 


From  watches  to  pens,  pagers  now  come  in  various  forms 
On  the  horizon:  two-way  voice  pagers. 


pager  into  its  MessageWatch  digital 
watch.  It  has  only  a  tiny  screen,  of 
course,  but  will  still  display  financial 
news,  stock  quotes,  local  weather 
forecasts  and  even  the  winning  lottery 
number.  It's  ugly  (see  photo),  but  at 
$80  for  the  watch  plus  about  $12  a 
month  for  service,  it's  a  bargain.  Cur- 
rently the  MessageWatch  is  available 
only  on  the  West  Coast,  but  should  be 
in  other  markets  within  the  year. 

Expect  glitches.  Remember,  pagers 
use  FM  radio  frequencies,  and  you  will 
occasionally  get  static  that  makes  gib- 
berish of  messages.  8o  don't  expect 
your  pager  to  always  work  in  the 
subway  or  in  an  underground  parking 
garage.  And  thinly  populated  areas  of 
the  U.S.  are  out  of  reach.  However, 
your  pager  will  often  function  on 
airplanes,  and  even  on  your  boat. 

Where  to  shop.  Major  paging  com- 
panies, all  of  which  operate  nationally, 
are:  Mobilemedia  (800-437-2337'), 
MobileComm  (800-685-5555), 

PageMart  (800-324-4357),  PageNet 
(800-724-3638)  and  SkyTel  (800- 
456-3333).  SkyTel  also  blankets  16 
foreign  countries.  If  you  plan  to  be 
out  of  the  country  for  only  a  brief 
period  of  time,  SkyTel  offers  a  Fol- 
low-Me  service  for  an  addi- 
tional $7.50  per  month 
plus  about  $4  per  alphanu- 
meric message  you  receive. 
Paging  companies  price 
their  services  based  on 
whether  you  need  local,  re- 
gional (several  states),  na- 
tional or  international  ser- 
vice. They  also  tack  on 
monthly  charges  for  add- 
ons such  as  personal  800 
numbers,  news  services  and 
stock  quotes. 

Minimum  service — nu- 
meric paging  within  a  ma- 
jor metropolitan  area — 
starts  at  about  $12  a 
month.  But  if  you  get  the 
works,  you  are  looking  at 
$200  per  month,  perhaps 
more,  depending  on  how 
many  messages  you  receive. 
Some  providers  allow  you 
up  to  100  free  text  mes- 
sages a  month,  however. 

Note:  Most  pagers  allow 
for  silent  operation — they 
won't  beep  at  you,  they'll 
vibrate.  ■■ 

191 


PERSONAL  AFFAIRS 


STAYING  HEALTHY 
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Snob  water 

Most  "designer"  water  has  about  the  same  minerals 
and  purity  as  San  Antonio  tap  water. 


By  R.  Lee  Sullivan 

Do  you  buy  bottled  water? 
Can  you  state  plainly  why 
you  think  this  is  a  good 
investment? 

Don't  feel  abashed  if 
your  answers,  respectively, 
are  yes  and  no.  It's  a  fair  bet 
that  most  of  the  Americans 
who  spent  $3  billion  last 
year  on  bottled  water 
would  have  to  answer  in  the 
same  contradictory  way. 

There  are  two  reasons 
people  pay  extra  for  bottled 
water:  They  pay  either  for 
what's  in  it  ( minerals )  or  for 
what's  not  in  it  (contami- 
nants). Europeans  tend  to 
fall  in  the  first  group,  Amer-  ■■■■ 
icans  in  the  second,  and 
some  people,  no  doubt,  are  motivated 
by  both  factors. 

Here  are  the  facts,  which  may  sur- 
prise both  Europeans  and  Americans: 
Bottled  water  isn't  much  purer  than 
tap  water  in  big  cities,  and  few  brands 
of  bottled  water  offer  a  significant 
amount  of  minerals  (see  table). 

Purity  first.  American  tap  water  is 
the  cleanest  in  the  world. 
When  was  the  last  time  any- 
one you  know  had  cholera? 
The  Centers  for  Disease 
Control  &  Prevention  says 
that  in  most  years  fewer 
than  10,000  people  report 
getting  sick  from  drinking 
tap  water  in  the  U.S.  There 
could  be  millions  of  unre- 
ported cases,  but  most  of 
the  illnesses  are  no  worse 
than  diarrhea.  Repeated 
health  violations  occur 
mainly  in  small  water  sys- 
tems without  adequate  fil- 
tration and  chlorination 
that  serve  fewer  than 
20,000  people. 


Bottling  Artesia  brand  water  in  San  Antonio 

Comes  from  the  same  aquifer  as  the  city's  tap  water. 


But  every  now  and  then  there's  a 
problem  in  a  big-city  water  supply  and 
it  makes  big  headlines.  Cryptospo- 
ridium parasites  crept  into  the  Mil- 
waukee water  system  two  years  ago, 
causing  400,000  cases  of  diarrhea  and 
nausea  and  perhaps  100  deaths,  the 
latter  among  people  with  weakened 
immune     systems — namely,     cancer 


Getting  soaked 


Bottled         Calcium 

Magnesium 

On  tap 

Calcium 

Magnesium 

Apollinaris 

9% 

34% 

Chicago 

4% 

3% 

Crystal  Geyser 

1 

1 

Dallas 

3 

1 

Evian 

8 

6 

Detroit 

3 

2 

La  Croix 

6 

6 

Houston 

4 

1 

Mendocino 

38 

30 

Los  Angeles 

4 

4 

Perrier 

9 

1 

New  York 

1 

0.4 

San  Pellegrino 

20 

14 

San  Antonio 

8 

4 

Volvic 

1 

2 

San  Diego 

9 

6 

Sources:  FDA;  city  water  departments;  bottled  water  companies. 

Some  bottled  waters  contain  significant  doses  of  calcium  and 
magnesium.  Some  don't.  Depending  on  where  you  live,  you  could 
do  as  well  drinking  tap  water.  Amounts  are  percentages 
of  the  FDA's  recommended  daily  intake  for  adults,  per  liter. 


and  aids  patients.  It  could  happen 
again,  in  some  other  city.  The  para- 
site's cysts  are  not  easily  killed  by 
chlorine,  so  prevention  is  largely  a 
matter  of  keeping  animal  feces  out  of 
the  water  supply. 

Do  the  possibilities  of  this  kind  of 
infection  worn'  you?  Boiling  your  wa- 
ter for  one  minute  will  deal  with  that 
danger.  Another  thing  to  consider  is 
that,  while  Cryptosporidium  isn't  like- 
ly to  show  up  in  underground  springs 
and  wells,  current  safety 
regulations  don't  mandate 
that  bottled  water  compa- 
nies filter  for  the  parasite, 
either.  Indeed,  the  Milwau- 
kee water  system  met  all 
state  and  federal  standards 
at  the  time  of  the  outbreak. 
In  a  June  report  the  Cen- 
ters for  Disease  Control 
concluded,  "For  the  vast 
majority  of  Americans, 
Cryptosporidium  does  not 
pose  a  grave  danger." 

Okay,  but  suppose  you 
think  like  a  European  and 
drink  the  bottled  stuff  for 
the     minerals?     "Another 
day.  Another  chance  to  feel 
healthy,"     promises     the 
Evian    slogan.    San    Pelle- 
grino distributes  a  booklet  that  extols 
a  litany  of  benefits:  bicarbonates  con- 
trol acidity  in  gastric  juices  and  blood; 
calcium  is  essential  for  sound  bones; 
magnesium  produces  energy;  and  po- 
tassium helps  maintain  proper  elec- 
trolvte  balance. 

There's  some  truth  to  all  this.  But 
be  mindful  that  San  Pellegrino  is 
something  of  an  exception 
in  having  noticeable  levels 
of  minerals.  For  example, 
you'd  have  to  drink  34  gal- 
lons of  Perrier  to  get  the 
400  milligrams  of  magne- 
sium the  FDA  recommends 
we  get  each  day.  As  for 
potassium,  mineral  waters 
simply  don't  have  enough 
to  make  any  difference,  says 
nutritionist  Claudia  Plai- 
sted  of  Duke  University's 
Stedman  Nutrition  Center. 
If  you  really  have  a  calci- 
um or  magnesium  deficien- 
cy, there  are  better  ways  to 
deal  with  it,  such  as  eating 
spinach  and  yogurt.         WM 
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What's  your  idea  of  the  good  life? 
Owning  property  right  in  the 
;art  of  the  Ozarks,  one  of  America's 
vorite  recreational  areas?  Or  owning 

property 
that  you 
can  turn 
into  a 
weekend 
retreat,  a 
retirement 
reward,  a 
vacation  get-away  or  a  year- 
round  country  home?  Whatever 
your  definition,  it's  all  here  at 
Forbes  Lake  of  the  Ozarks.  Over 
12,800  magnificent  acres  with 
five  miles  of  shoreline  plus  three 


teof 
mr 

ighbors 
tuses 


pristine  interior  lakes,  averaging  over  20 
acres.  A  serenely  beautiful  setting  with  dra- 
matic vistas,  rolling  meadows.. .and  best  of 
all,  you  can  afford  it. 
Forbes  Lake  of  the  Ozarks-Where  the  good 

life  is  very  affordable. 
Up  until  now,  land  of  this  quality,  if  avail- 
able to  the  public,  was  surely  out  of  reach 
for  many.  However,  Forbes  Inc,  publishers 
of  Forbes  Magazine  is  offering  for  sale  this 
property  through  our  Colorado  real  estate 
division,  Sangre  de  Cristo  Ranches.  We  can 
offer  sites  averaging  two  acres  that  start  as 
low  as  $5,000.  We  love  to  show  off  our 
Ozarks.  Come  and  see  for  yourself.  We're 


only  120  miles  from  Branson,  Missouri,  the 
new  entertainment  mecca,  108  miles  from 
Jefferson  City,  the  state  capital,  and  120 


Enjoy 
horseback 
riding  on 
the  range 
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miles  from  Kansas  City.  In  the  meantime, 
we'll  be  happy  to  send  you  more  informa- 
tion, maps,  brochures  and  all  the  details 
about  our  liberal  money  back  and  exchange 
privileges.  Just  call  Forbes  Lake  of  the 
Ozarks. 

1-816-438-2801 


A  PLACE  FOR  ALL  SEASONS  IN  THE  HEART  OF  AMERICA. 

Offering  Statement  has  been  filed  with  the  State  of  New  York.  Such  filing  does  not  constitute  approval  by  the  state  of  New  York  of  the  value  or  quality  of  these  properties.  A  copy- 
he  Offering  Statement  is  available  on  request  from  the  offeror.  NYA-95-18.  The  project  is  registered  with  the  Iowa  and  New  Jersey  Real  Estate  Commissions  and  Oklahoma  and 
isas  Securities  Commissions.  Registration  does  not  indicate  that  those  states  or  any  Federal  agency  has  approved,  judged  or  endorsed  the  merits  or  value  of  the  project  or  recom- 
nded  purchase  of  the  property.  Obtain  the  Offering  Statement  for  each  state  and  the  Property  Report  required  by  Federal  law  from  the  developer  and  read  before  signing  anything. 
al  Credit  and  Housing  Opportunity.  A.  Jack  Nerud,  Nebraska  and  Iowa  Real  Estate  Broker.  24-100  N.J.  Reg.  Sangre  de  Cristo  Ranches  Agency,  licensed  real  estate  broker  in 
orado.  ILL-IL-95-130.  AD  9523267  MI  95-837-6376. 
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PERSONAL  AFFAIRS 


COLLECTORS 


"Pay  the  $2" 

A  resale  number  is  a  handy  way  to  beat 

the  sales  tax  when  you  buy  art,  but  be  careful: 

Thetaxman  is  closing  in. 


By  Christie  Brown 

It  was  hubris  that  tripped  up  Pent- 
house publisher  Robert  Guccione. 

When  his  wife,  Kathy  Keeton,  ap- 
peared on  the  Oprah  Winfrey  Show  in 
1987,  she  talked  at  great  length  about 
their  huge  art  collection.  Big  mistake. 
A  trigger  went  off  in  the  head  of  a  tax 
auditor  who  was  watching  the  show, 
and  he  went  digging.  In  1988  New 
York  State  slapped  Guccione  with  a 
bill  for  $478,000,  plus  penalties  and 
interest,  for  unpaid  sales  tax  on  more 
than  $3.6  million  worth  of  antiques 
and  art. 

Guccione  fought  the  case  in  court, 
lost,  and  is  now  appealing.  The  64- 
year-old  publisher,  who  once  studied 
to  be  an  artist  and  still  paints  as  a 
hobby,  has  long  been  a  serious  collec- 
tor. His  impressive  collection  includes 
works  by  Hans  Holbein,  Sandro  Bot- 
ticelli, Vincent  van  Gogh  and  others, 
and  is  estimated  to  be  worth  $35 
million. 

In  1984  Guccione  combined  col- 
lecting with  dealing.  He  got  a  resale 
number  from  the  New  York  State  tax 
department.  A  resale  number  entitles 
the  holder  to  buy  art  and  antiques 
without  paying  sales  tax.  In  theory, 
the  holder  is  a  dealer  who  is  buying  for 
resale;  the  ultimate  buyer  is  expected 
to  pay  the  tax.  These  numbers  are  easy 
to  get  throughout  the  country.  Some- 
times they  are  useful  in  getting  a 
professional  discount  as  well. 

Before  getting  his  resale  number, 
Guccione  established  a  subsidiary  of 
General  Media  Inc.  named  P-H  Fine 
Arts,  and  between  1984  and  1987 
bought  dozens  of  additional  artworks 
by  Pablo  Picasso,  Jean  Renoir,  Paul 
Gauguin  and  others.  Although  the 
business  had  offices  in  downtown 
Manhattan,  the  art  was  displayed  on 
the  first  two  floors  of  Guccione's 
town  house  on  New  York's  Upper 
East  Side.  The  town  house  doubles 
as  his  residence  and  Penthouse  office. 
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It  is  often  used  to  entertain  Pent- 
house clients — with  the  art  as  an 
opulent  backdrop. 

When  the  tax  auditors  showed  up  at 
his  door  in  1987,  they  were  wowed: 
There's  a  swimming  pool  just  off  the 
foyer,  and  statues,  paintings  and  an- 
tiques everywhere,  even  in  the  bath- 


rooms. The  house  had  a  staff  of  22, 
including  three  full-time  dog  walkers. 
But  it's  what  the  auditors  did  not  see 
that  interested  them  most.  There 
were  no  art  catalogs,  nor  price  lists, 
nor  any  other  hint  that  art  was  for  sale. 
Guccione  argued  that  was  part  of 
his  subtle  sales  strategy — playing  hard 
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to  get.  Guests  at  the  town  house  were 
commonly  told  that  none  of  the  art 
was  for  sale.  However,  if  the  price  was 
right . . . 

"If  I  were  just  a  dealer  . . . ,  they 
would  not  be  impressed,1'  Guccione 
testified. 

The  judge  didn't  buy  his  argument. 
"Guccione  tried  to  have  it  both 
ways,"  says  Karl  Felsen,  a  spokesman 
for  the  New  York  State  tax  depart- 
ment. "He  did  sell  some  art,  but  it  was 
also  used  to  enhance  his  image." 

The  case  sent  shivers  down  the 
spines  of  many  art  buyers  who  tread 
the  fine  line  between  being  dealers 
and  collectors.  Rumor  has  it  that  one 
New  York  billionaire  is  now  under 
scrutiny  from  the  tax  cops  and  has 
frantically  tried  to  join  an  art  dealers 


Robert  Guccione, 
whose  personal  art 
collection  is  worth 
$35  million 
The  tax  cops 
nixed  his  claims  as 
an  art  dealer  and 
billed  him 
$478,000. 


association  to  bolster  his  claims  as  a 
professional  dealer. 

Many  collectors  have  resale  num- 
bers, which  are  free  and  easy  to  ob- 
tain. Simply  fill  out  a  sales  tax  applica- 
tion at  a  state  tax  office  and  you  are 
issued  one. 

"Go  to  any  flea  market  and  half  the 
buyers  there  have  resale  numbers," 
says  Terr)'  Kovel,  who  has  written 
more  than  70  books  on  collectibles. 
"It  happens  at  even'  level  of  collect- 
ing," says  art  law  expert  Franklin 
Feldman.  "At  the  higher  end,  collec- 
tors get  more  sophisticated  and  start 
corporations." 

The  requirements  for  maintaining  a 
resale  number  are  simple,  too.  All  you 
usually  need  do  is  file  a  quarterly  tax 
form  indicating  sales  activity. 

But  merely  having  a  resale  number 
won't  protect  you  much  in  an  audit. 
Much  more  critical  is  proof  that  your 
dealing  is  a  legitimate  source  of 
income. 

You  might  get  nailed  by  state  tax 
collectors  even  if  you  purchase  art 
abroad  or  out  of  your  home  state.  All 
45  states  that  have  a  sales  tax  also  have 
a  use  tax.  So  art  that  is  bought  else- 
where is,  technically,  still  subject  to 
your  local  sales  tax.  California  has 
slapped  Donald  Bren,  chairman  of 
Irvine  Co.,  with  taxes  on  $20  million 
worth  of  art  he  purchased  abroad. 

And  in  June  of  1995  a  California 
tax  board  upheld  an  assessment 
against  Marshall  Field  heir  Frederick 
Field  for  $2.6  million  in  unpaid  use 
taxes  on  $19  million  worth  of  old 
master  paintings  he  had  bought, 
mostly  on  the  East  Coast,  from  1987 
to  1990. 

One  tip-off  to  the  state  was  a  glow- 
ing article  in  the  Los  Angeles  Times  in 
1991  about  the  Beverly  Hills  mansion 
Field  had  renovated  and  decorated 
with  valuable  old  masters. 

Field,  a  movie  producer  (Three  Men 
and  a  Baby,  The  Hand  that  Rocked  the 
Cradle),  promptly  claimed  he  was  a 
dealer.  The  art,  which  had  been 
bought  mostly  through  an  art  adviser, 
Larry  Ross,  was  all  for  resale,  he  said. 
And  the  mansion  was  simply  a  lavish 
gallery  setting. 

Field,  who  is  worth  about  $600 
million,  lost.  Unlike  Guccione,  he 
had  never  taken  out  a  business  license, 
nor  did  he  have  a  seller's  permit — 
which  meant  that  if  he  actuallv  was 


Frederick  Field  with  friend  Tracy  Tweed 
Nailed  for  $2.6  million  in  unpaid  tax. 


dealing,  he  was  guilty  of  a  misde- 
meanor. What's  more,  while  he  filed 
no  sales  tax  returns,  he  did  pay  capital 
gains  tax  on  the  art  that  was  sold  for 
profit.  (Professional  dealers  are  sup- 
posed to  pay  ordinary  income  tax  on 
their  profits.) 

Recent  big  assessments  have  clearly 
given  the  tax  departments  a  taste  for 
more,  and  they  are  putting  their  com- 
puters to  work. 

This  vear  New  York  State  began 
computerizing  all  data  on  resale  num- 
bers used  at  major  galleries  and  auc- 
tions. "We'll  get  all  the  resale  num- 
bers, then  start  sending  out  question- 
naires and  seeing  if  you  are  really  in 
business,"  says  Felsen.  All  states  also 
will  be  getting  computerized  data 
from  U.S.  Customs  on  artwork 
shipped  into  the  country. 

So  is  it  worth  it  for  collectors  to  get 
resale  numbers?   Franklin  Feldman, 
lawyer  for  the   Private  Art  Dealers 
Association,  thinks  not.  "Life 
short.  You  try  to  play  around  and 
may  not  get  caught, 
caught.  There's  inter' 
alties,  there's  eml   >  ad- 

vice? Pay  the  $ 

There's  tot  to  set 

yourself  up  When  art  is 

donati  ■  m  deduct  only  the 

orig'  toi     i,  whereas  a  collector 

Can  claim  fur  market  value.  ■■ 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICES 


Receive  Value  Line 
for  only  J&&L  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most 

recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  for ^65  $55.  Available  only  once  every  three  years  to 

any  household.   SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS. 

Third  Edition  (retail  price,  $10.95)— 537  pages  filled  with  over  3.000 

definitions  of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and 

more.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along 

with  name,  address  and  zip  code  together  with  this  ad  or: 


Call  Toll  Free  1-800-833-0046 

(Ext.  2903-Dept.  316D14)  American  Express,  MasterCard  or  Visa.  24  hours  a  day. 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey9 

PO  Box  3988  New  York, 
NY  10008-3988 


BUSINESS  OPPORTUNITIES 


"They  Laughed 

When  I  Told 

Them  I  Could 

Make  $150,000 

a  Year  as  a 
Consultant..." 

My  friends  all  said,  "A  consult- 
ant in  what?"  But  now  I'm  get- 
ting the  last  laugh  as  I  make  any- 
where from  $10,000  to  $50,000 
on  each  client  with  my  own  con- 
sulting business. 
I  offer  two  unique  niche  services 
that  every  company  needs,  but 
best  of  all,  I  do  it  on  a  no-risk  con- 
tingency basis.  Needless  to  say, 
that  attracts  far  more  clients  than 
I  can  handle. 

A  very  limited  number  of 
people  throughout  the  country  are 
now  being  trained  to  do  the  same 
thing  in  their  own  areas,  and  a 
personal  computer,  fax  machine, 
good  communications  skills,  and 
about  $12,000  in  start-up  capital 
are  all  that's  required. 

If  you  think  you  qualify  and 
would  like  the  full  particulars,  call 
1-800-660-0330,  Toll  Free,  Mon- 
Fri,  8:30  am  to  5:30  pm,  CST.  No 
obligation,  of  course. 


INVESTMENT  BOOKS 


Call  for  a  FREE  catalog 
of  our  investment  books 

1-800-871-2665 


"Fisher  brings 
market  history 
to  life  with  one 
fascinating  tale 
after  another. " 

-  Norman  Fosback 


WANTED 

Steel  Home  Distributors 

♦  Energy  Efficient  9"  (R-30)  Insulation 

♦  Unbeatable  Protection  from  Wind, 
Fire,  Termites,  Snow,  Earthquakes 

♦  American-Made  Steel  (66%  Recycled) 

♦  Simple,  Bolt-Together  Construction 

♦  Refundable  Investment,  Full  Training 

♦  1 9- Year  Industry  Leader  with  Homes 
in  all  50  States  and  26  Countries 

Call  for  FREt  Info  or  $9.95  VIDEO: 


<n> 


1-800-TRI-STEEL 

1-800-674-7833 


TvSteeJ     (817)497-7070     Fu:  (817)497-7497 

fcrtWS,  *c             MOO  S  Summons  ftwy .  Oemon.  TX  76205 
■  Ijjj  Ijj  KM  MMB 


"THE  TAX  EXILE  REPORT" 

by  Marshall  Langer 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 

PRIVACY  NEWSLETTER 

Scope,  Box  4949.  Forestside  House. 

Forestside.  P0  9  6EE.UK 

Tel: +44(0)1705  631751  Fax:+44(0)I706631322 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shell  Corporations. 

Siuwiirr    Call/Write  for  FREE  KIT: 
■RviSfrv         PO.BOX484-FB 
W    *    Wilmington,  DE  19899 
I    Jjtii  800-321-CORP  •  302-652-6532 


by  Kenneth  L.Fisher 


EC  Business  Classics, Inc.!  I  s  0VER  0NE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Mirujlicturing  to  Small  Relnl  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


INVESTMENT  STRATEGIES 


LEAHY  INVESTMENT  STRATEGIES 
INTRODUCTORY  OFFER 
If  you  believe  that  you  can  make  smart 
investment  choices  this  strategy  is  for  you  We 
are  offering  an  investment  strategy,  for  $29.99. 
that  has  made  over  50%  in  one  year.  This 
strategy  usespublicinformationand  the  broker 
of  your  choice  (we  are  not  a  brokerage  firm ). 
Call  or  write  toorder.  1-800-854-6400  v/mc/ax 
24hrs/7  days.         Leahy  Investment  Strategies 

PO.  Box  169 

Bryantville.  Ma  02327-0169 


NATIONWIDE 


Give  the  gift  of  health 
to  America's  babies. 

Join  the  March  of  Dimes 
WalkAmerica. 

Call  itie  March  of  Dimes  Binfi  Oefecis  Foundation 
and  sign  up  loday1 


University  Dearees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Business  Admin,  Public  Admin,  Health 

Care  Admin,  Human  Resources,  Finance, 

International  Business,  Tech  Mgmt,  Law, 

Paralegal,  Psychology,  Call  for  brochure. 

(800)  477-2254  (24  hrs) 

Southern  California  University 

for  Professional  Studies 

1 840  E.  1 7  St-F.  Santa  Ana,  CA  92701 


COLLEGE  DEGREE 

BACHELOR'S  •  MASTER'S  •  DOCTORATE! 

Life  and  Academic  Experience 

Earn  your  degree  through 
convenient  home  study 

(800)  423-3244  ex.  185 
Fax:    (310)471-6456 

send  detailed  resume  la  mttevtuifnoN 

Pacific  Western  University 

600  N.  Sepulveda  Blvd.,  Los  Angeles,  CA  90049 
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FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 

|  Credit  for  work. /life  exp.  •  Accredited 

(800)  955-8879  (24  hrs.) 

LaSalle  University 

Oept.  879,  Mandervllle,  LA  70470-4000 


FORBES  BINDERS 


SAVE  YOUR  COPIES  OF  FORBES 

These  custom-made  cases 
and  binders  protect  your  CASE 

valuable  copies  from  dam- 
age. They  hold  about  half  a 
year's  issues.  Made  from  re- 
inforced board  covered  with 
leather-like  material  in 
red.  Title  is  hot-stamped 
in  gold.  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods.  •     BINDER 

Cases:  1-S8.95  3-S24.95  6-S45.95 
Binders:  1-$11.25  3-S31.85  6-$6075 
ORDER  FROM:  Jesse  Jones  Induslnes.  Dept.  95  FB, 
499  East  Erie  Ave.,  Phila..  PA  19134.  Enclose 
name,  address  (no  PO  Box)  &  payment  Add 
$t  50  per  unit  for  P&H  Outside  Continental 
U.S.  (including  AK  &  HI)  $3.50  per  case/binder 
(U.S.  funds  only).  Pa.  residents  add  7%  sales  tax. 
Credit  card  orders  call  1-&O0-825-6690 
(min.  $15)  Please  allow  4  to  6  weeks  for  delivery. 
Satisfaction  Guaranteed. 


FOR  INFORMATION 

WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Fifth  Ave    NY    NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 
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PUBLICATIONS 


SPORTING  CLAYS 


VOICE  MAIL 


COMMERCIAL  REAL  ESTATE 


I    A  World  of  Books 
On 


ASIA 


Business  in  Asia  requires  cul- 
tural understanding.  For  in- 
sightful articles  and  reviews  of 
current  cross-cultural  books 
and  ideas,  there  is  one  source. 

Introductory-  subscription  rate  only  S36.00 

New  Asia  Review 


VEV 

10  Bay  Street.  Westport.  CT  06880 
(203)  222-9734 


BECOME 
A  CERTIFIED 
HOT  SHOT  IN 
JUST  3  DAYS. 

The  Remington  Shooting  School 
offers  the  finest  in  shotgun  instruc- 
tion on  sporting  clays.  NSCA  cer- 
tified instructors.  Basic  techniques 
to  advanced  tactics.  Gracious 
lodgings  in  New  York's  Mohawk 
Valley.  Com- 
plimentary 
shooting  S$3grTrw//z> 
outfit,  and  M  iPy—V 

much  *cz\lfenun0oni/ 

more... 

For  a  free  information  kit 

and  a  schedule  of  classes, 

call  315895-3574. 


GET  THE  MESSAGE 
-OR  ELSE! 


Windows-Based 


♦  Voice  Mail 

♦  A  uto  —  A  ttendant 

♦  Fax  —  On  —  Demand 

♦  Systems  from  $295 

1 -800-947-4884 

(Developer/OEM  packages  available)  VISA  -  MC  -  AMEX  -  COD 
TALKING  TECHNOLOGY,  INC.     } 

""iz-m^z^^z/'"'  III 


AWARD  CREDITS 


•  50  room  hotel  509,000  +  gross 

$1,950,000.00 

•  51  room  hotel  new  in  1993 

$1,400,000.00 

•  68  room  hotel  new  in  1994 
$500,000  +  gross 

$2,200,000.00 

•  66  room  hotel  new  in  1993 
$450,000+  gross 

$2,300,000.00 

•  48+  acres  in  heart  Branson, 
MO  $10,000,000.00 

•  38+  acres  Branson  South 
hwy  65  $970,000.00 

•  62,000  sq.  ft.  manufacturing/ 
storage  building    $350,000.00 

•  88.6  acres  on  Table  Rock  Lake 
(3000'  +)  of  shoreline  $350,000 

Call 

"CHARLIE  CROUCH" 

at  Stockton  Realty  Inc. 

In  BRANSON  MISSOURI 

1-800-404-0283 

1-417-338-2022 


EXECUTIVE  GIFTS 


l PostutEvolution  could  be 
the  solution 

PosturEvolution  helps  retrain  your 
back  so  you  can  maintain  good 
posture  wherever  you  sit. 

•  Portable 

•  Rugged 

•  Supportive 

•  Comport 

PosturEvolution  transforms  your 
choir  or  car  seat  into  a  foundation 
for  proper  sitting.  Call  for  a  free 
brochure. 

PosturEvolution 

800.392.0363 


FRANCHISE  CONSULTING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 

1-800-877-1103 

Franco*? 

Speaaists  r?  francttse  Development       FB 
» Wirt >Ocagc»^»fc.iQoes ■  *■«>«  :-«Ueicc^r,.BuetiosAns 


MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 

-Any  quantity!- 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 
1-800-844-3100  or  FAX  502+338-9605 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


I  \4  IM< 


•  16"  to  22"  models  are  rond- 
crofled  from  solid  mahogany  with 
hondpainted  markings  and  detail* 

•  Over  160  models' h stock 

•  PrxedfromS9950 

•  Satrsfoction  guaranteed 

Call  1-800-950-9944 


WOWS  lUHttNUBI 
OfRM 

aooscuutues 

1425  No*  7%i  Street 
xMtsd*  Alport  A285M 

/tt,mw  -^—  ^T 


WE  BUY 
XEROX® 
AWARD 
CREDITS! 

Convert  Your 
XEROX  Award 
Credits  Into 
CASH!!! 


Recently,  a  class-action  lawsuit  was 
settled  against  Xerox®  and  Award 
Credits  were  issued  as  settlement. 
If  you  were  a  class  member  and  wish 
to  redeem  your  credits  in  CASH 
(instead  of  Xerox  products),  call 
1-800/438-8131  or  fax  1-800/438- 
8141  with  the  details  of  your  credits 
its  so  that  a  check  can  be  sent  to  you. 

AWARD  CLEARING  CENTER 

Wauconda.  IL     Offer  may  be  limited. 


TRAVEL  AGENT 
CERTIFICATION-$495 

Global  Travel  International. 
Earn  Extra  Income.  Com- 
missions on  travel  referrals. 
Travel  discounts.  Worldwide 
travel  agent  discounts.  Up  to 
70%  off  hotels,  cruises,  car 
rentals  &  vacation  packages. 
(800)  716-4440. 


J&. 


Global  Travel  International 


EXECUTIVE  GIFTS 


MAHOGANY  SPEEDBOAT  MODELS 

te fe 


THE  "RACER' 

model  no.  394 

*325.00ea. 
shipping  included 
Completely  Assembled 


R-C  CRAFT     P.O.  Sox  8220,  Dept  HMN  Sylvania,  Ohio  A3S60  D.S.A.         419-474-6941 


REACH  THE  PEOPLE  WHO  OWN 


X-Uac    rot%iVol;^Tw>F      HLAUM  THE  PfcUPLL  WMU  UWN 

orue^r^dpiiaiisi  1001    and  run  America's  business 


MAN'S  GUIDE  r0  /; 


DIAMONDS 


She's  expecting  DIAMONDS 
Don't  PANIC.  We  can  help 

The  way  to  a  man's  heart  is  through  his  stomach 
but  the  way  to  a  woman's  usually  involves  | 
jeweler.  Just  think  of  golf  clubs,  or  season 
tickets  wrapped  in  a  little  black  velvet  box 
That's  how  women  feel  about  diamonds. 
To  know  diamonds  is  to  know  her.   Find  out 
what  she  has  her  heart  set  on.  Is  it  a  pendant 
anniversary  band,  or  ear  studs?  You  can  find 
out  by  browsing  with  her,  window  shopping, 
watching  her  reactions  to  other  women's  jewelry 
Go  by  body  language,  not  just  by  what  she 
says.  Then,  once  you  know  the  style,  you  cai 
concentrate  on  the  diamond. 
Like  people,  no  two  diamonds  are  alike. 
Formed  in  the  earth  millions  of  years  ago 
and  found  in  the  most  remote  corners  of  the 
world,  rough  diamonds  are  sorted  by  DeBeers 
experts  into  over  5,000  grades  before  they  goi 
on  to  be  cut  and  polished.  So  be  aware  of  whai 
you  are  buying.  Two  diamonds  of  the  same 
size  may  vary  widely  in  quality.  And  if  a  price 
looks  too  good  to  be  true,  it  probably  is. 
riend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be  attracted 
to  a  jeweler  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends  who've 
gone  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  differently. 
You  want  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  4C\ 
They  are:  Cut,  not  the  same  as  shape,  but  refers  to  the  way  the  facets  or  flat  surfaces  are  angled.  A  bene: 
cut  offers  more  brilliance;  Color,  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks  or 
"inclusions"  the  better;  Carat  weight,  the  larger  the  diamond,  usually  the  more  rare.  Remember,  the  mor 
you  know,  the  more  confident  you  can  be  in  buying  a  diamond  you'll  always  be  proud  of. 
Learn  more.  For  the  booklet  "How  to  buy  diamonds  you'll be  proud to  give" call  the  American  Gem  Society, 
representing  fine  jewelers  upholding  gemological  standards  across  the  U.S.,  at  800-340-3028. 

Compromise  now?  Where's  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  something 
that  reflects  how  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not  to 
mention  as  beautiful  as  that  totally  perplexing  creature  who  will  wear  it. 

Diamond  Information  Center 

Sponsored  by  DeBeers  Consolidated  Mines,  Ltd.,  Est.  1888. 

A  diamond  is  forever.  De  Beers 
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FLASHBACKS 


EDITED  DV  DEDD  A.  SAUNDERS 


"The  more  things  change. . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  Aug.  15,  1925) 


cradle  to  the  grave'  is  alluringly  ideal- 
istic, powerfully  appeals  to  the  un- 
thinking. But  idealism  invoking  im- 


Amid  Florida's 
1925  land  boom, 
Forbes  ran  this 
nostalgic  1908 
view  of  Miami's 
Main  Avenue  and 
Flagler  Street 
corner. 


Ml 
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"If  you  abolish  the  businessmen  of  a 
nation,  you  can  still  have  plenty  of 
politics;  but  you  can't  have  any  civili- 
zation. Russia  is  the  best  evidence  of 
that.  That  is  why  business  is  superior 
to  militarism  and  to  politics.  Business 
creates,  while  militarism  destroys,  and 
politics  onlv  takes  from  one  person  to 
give  to  another." 

"Bobby  Jones  played  golf  with  me  at 
Atlanta.  During  the  first  third  of  the 
game,  I  held  my  own.  He  won  one 
hole,  I  won  one  and  four  were 
tied.  .  .  .  But  the  inevitable  happened: 
Bobbv  Jones  licked  me  severely.  Why 
the  'inevitable'?  Because  Bobby  Jones 
has  laid  the  most  solid  foundations  as 
a  golfer.  .  .  ."  B.C.  Forbes 

60  years  ago 

(Fromthfissieof  Aug.  15,  1935) 
"Too  many  concerns,  including 
even  very  large  concerns,  are  acting  as 
if  never  again  would  they  become  as 
busy  as  they  were  in  1928-29,  as  if 
never  again  would  they  require  the 
services  of  large  numbers  of  technical- 
ly trained  men.  They  will,  of  course." 

"The  bitter  fight  to  cut  down  the 

appalling  volume  of  traffic  accidents  is 
now  approaching  the  proportions  of  a 
national  crusade,  with  public  officials 
and  the  automobile  industry  leading 
the  battle  line." 

50  years  ago 

(From  the  issi  f  of  Aug.  15,  1945) 
"The  British  election  result  incites 
dread,   apprehension.    Promising   to 
take  care  of  a  whole  people  'from  the 

Forbes  ■  August  14,  1995 


measurable  expenditures  can,  must, 
end  only  catastrophically,  if  not  at- 
tuned to  realism." 

"Quick-frozen  orange  juice,  in  brick 
form,  is  the  latest  in  thirst-quenchers. 
Prepared  in  one,  two  and  six-pound 
bricks,  the  product  is  protected  by 
specially  prepared  bags,  which  neither 
crack  nor  break  as  the  contents  return 
to  liquid  form." 

25  years  ago 

(From  the  issue  of  Aug.  15,  1970) 
"Mutual  fund  stockholders  have  tak- 
en a  bad  beating  in  the  past  18 
months.  The  FORBES  stock  fund  aver- 
age is  down  38.7%  for  the  period, 
while  the  s&P  500  is  off  36.1% By 

AUOUtT  IS,  Urt)  I  ONE  DOLLAR 

Forbes 


Forbes'  Aug.  15, 1970  mutual  fund  cover. 


and  large,  those  funds  with  a  good 
Forbes  rating  for  down  markets  got 
off  a  good  deal  easier  than  those  with 
poor  FORBES  scores.  Those  who 
bought  mutual  funds  purely  on  their 
performance  in  up  markets  were  far 
more  badly  hurt.  .  .  ." 

"Tight  money  apparently  is  not  cut- 
ting into  foreign  travel.  The  Organi- 
zation for  Economic  Co-operation  & 
Development  reports  that  among  its 
member  countries  the  overall  growth 
rate  of  tourism  was  10%  to  12%  last 
year.  This  trend  continues  with  travel 
to  Europe  and  Japan  ...  up  more 
than  30%  in  1970." 

10  years  ago 

(From  rHE  issue  of  Aug.  12,  1985) 


William  duPont  III:  His  Orlando  building 
project  was  Florida's  largest  in  1985. 


"The  largest  downtown  develop- 
ment in  the  state  of  Florida  these  days 
is  in  Orlando,  host  to  Disney  World 
and  a  booming  economy.  There, 
ground  will  be  broken  this  month  for 
duPont  Centre,  a  complex  that,  after 
ten  years  and  an  estimated  S400  mil- 
lion, will  include  three  office  build- 
ings, two  hotels  with  soaring  atriun 
marble  floors  and  two  levels  of  lm 
boutiques,  and  all  that." 

"Last  year  . . .  beer,  wine  and  distilled 
spirits  accounted  I  i  of  beverage 

consumption  in  me  I  '•>.:  soft  drinks 
racked  up  25.5%  and  water  24.9%.  (It 
was  the  first  time  soda  pop  surpassed 
water  .  .>hol  suffered  its  first  overall 
decline  in  a  generation."  Bl 
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THOUGHTS  OH  THE  BUSIHESS  OF  LIFE 


s 


The  most  famous  self-made 
man  in  the  world  today  is 
our  own  Edison.  Talk  with 
Mr.  Edison  and  he  will 
tell  you  he  owes  much  if 
not  most  of  his  success 
to  omnivorous  reading. 
Forbes  is  one  of  his  fa- 
vorite publications.  How 
closely  he  reads  it  can 
be  gathered  from  a  letter 
just  received  from  him  in 
which  he  asks  the  editor 
to  forward  a  long  analytical 
letter  to  the  writer  of 
a  series  of  articles  which 
contained  Wo  figures  Mr 
Edison  questions,  and  he 
wants  to  know  exactly  on 
what  authority  or  investi- 
gation they  were  based. 
Both  letters  were  the  prod- 
uct of  Mr.  Edison  and  were 
signed  by  him. 

-B.C.  Forbes 


A  Text .  .  . 

As  for  God,  his  way  is 
perfect:  the  word  of 
the  Lord  is  tried.  He 
is  a  buckler  to  all 
those  that  trust 
in  him. 
-Psalms  18:30 


Sent  in  by  Jonell  E.  Schlund, 

Orange,  Calif. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


The  state  is  the  great 
fictitious  'entity  by 
which  everyone  seeks  to 
live  at  the  expense 
of  everyone  else. 

-CL.JLUDh-FRHnF.RIC  BASTIAT 

A  thousand  years  scarce  serve 
to  form  a  state;  an  hour  may 
lay  it  in  the  dust. 
-Lord  Byron 

The  modern  state  no  longer 
has  anything  but  rights;  it 
does  not  recognize  duties 
any  more. 
-Georges  B  e  rn  anos 

To  commit  violent  and  unjust 
acts,  it  is  not  enough  for 
a  government  to  have  the  will 
or  even  the  power;  the 
habits,  ideas  and  passions 
of  the  time  must  lend  them- 
selves to  their  committal. 
-Alexis  Dk  Tocqueville 


In  the  birth  of  societies  it 
is  the  chiefs  of  states  who 
give  it  its  special  charac- 
ter; and  afterward  it  is  this 
special  character  that  forms 
the  chiefs  of  state. 
-Montesquieu 

Nothing  doth  more  hurt  in 
a  state  than  that  cunning 
men  pass  for  wise. 
-Francis  Bacon 

Every  actual  state  is 
corrupt.  Good  men  must 
not  obey  the  laws  too  well. 
-Ralph  Waldo  Emerson 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  1 1234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-2344553  and  charge  to  your  credit  card. 


States  are  made  up 
of  a  considerable  number 
of  the  ignorant  and 
foolish,  a  small  proportion 
of  genuine  knaves, 
and  a  sprinkling 
of  capable  and  honest  men, 
by  whose  efforts  the  former 
are  kept  in  a  reasonable 
state  of  guidance  and  the 
latter  of  repression. 
-Thomas  Huxley 

The  state  is  made  for  man, 
not  man  for  the  state. 
-Albert  Einstein 

There  will  never  be  a  really 
free  and  enlightened  state 
until  the  state  comes  to 
recognize  the  individual  as 
a  higher  and  independent 
power,  from  which  all  its 
own  power  and  authority 
are  derived,  and  treats 
him  accordingly. 
-Henry  David  Thoreau 

A  state  without  some  means 
of  change  is  without  the 
means  of  its  conservation. 
-Edmund  Burke 

The  most  essential  mental 
quality  for  a  free  people, 
whose  liberty  is  to  be  pro- 
gressive, permanent,  and  on  a 
large  scale,  is  much  stupidity. 
-Walter  Bagehot 

A  decent  provision  for  the 
poor  is  the  true  test  of 
civilization.1 
-Samuel  Johnson 

The  true  wealth  of  a  state 
consists  in  the  number  of 
its  inhabitants,  in  their 
toil  and  industry. 
-Napoleon 

Whiskey  is  carried  into 
[congressional]  committee 
rooms  in  demijohns  and 
carried  out  in  demagogues. 
-Mark  Twain 
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Daddy  fought  in  the  war. 


The  Motorola  MicroTAC  Ultra  Lite™ 
comes  from  a  long  line  of  heroes. 
Like  the  original  SCR  536  hand-held 
wireless  radio,  which  cut  our 
boys  loose  from  the  wires  of  war. 
Lives  depended  on  us  then.  Busy 
lives  depend  on  us  now.  Motorola. 
The  best-selling,  most-preferred 
cellular  phones  in  the  world. 


With  Informatio 

Schwab  Can  Help  Y 

Mutual  Fund 


DATE  DUE 


H.a  __  2 


2  0  1996 


9-i — 


Cal    No  23-221 


historical  performance  data  for  over  900  funds.  Our  Mutual  Furiu  jcicu  u$i  gucs  a  step 
further  by  showing  you  the  historically  best  performing  funds  in  specific  fund  categories. 
And,  for  home  computer  users,  there's  our  FundMap™  Mutual  Fund 
Selection  Software  for  Windows®1 

Enjoy  Selection  With  Convenience  and  Value.  Schwabs 
Mutual  Fund  OneSource®  service  lets  you  choose 
from  over  300  funds 
from  a  variety  of  well- 
known  fund  companies 
like  INVESCO,  Twentieth 
Century,  Janus  Funds,  Robertson  Stephens  and 
many  more.  And  you'll  pay  no  loads  or 
transaction  fees.  Certain  funds  are  available 
with  no  transaction  fees  but  are  not  no-load 

funds  because  they  have  12b- 1  fees  in  excess  of  0.25%?  Plus,  you  can  hold  all  your 
funds  in  one  account  and  receive  one  easy-to-understand  statement. 

CharlesSchwab 

Helping  Investors  Help  Themselves® 

4:ee  prospectus  containing  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab. 
Base  review  the  prospectus  carefully  before  investing. 

undMap  is  for  Windows*  only.  Windows  is  a  registered  trademark  of  Microsoft  Corp.  2.  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption 
lutual  Fund  OneSource  fund  shares  with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwabs  standard  transaction  fees  in 
future,  should  short-term  trading  become  excessive.  3.  Offer  valid  from  May  5  through  August  31,  1995.  Please  allow  two  weeks  for  delivery.  Limit  one  per 
omer.  ©1995  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (7/95) 


FREE 

FOR  A 
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visit  one  ojour  more  than  200 

offices  or  call: 

1-800-540-9721  Ext.  75E 
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Until  recently, fundamental geomctr\ 


forced  suspension  engineers  to  choose 


between  a  ride  that  was  soft  and  stable 


(see figure  A),  or  one  that  was  quick  and 


nimble  (see figure  B). 


Our  engineers  didn't 


accept  this.  So  they 


designed  internal  rebound  springs,  as  well 


as  an  optional  electronic  air  suspension, 


which  employs  advanced g  sensors.  This 


allows  a  car  to  be  smooth  when  you  want 


it  to  he  and  responsive  when  you  need 


it  to  be.  This  superb  system  is  available 


on  the  IS  400  (see your  Ixxus  dealer). 


© 


Inertia.  Gravit  1 
These  Things  Me 


Tloating  panels  in  the  front  seats,  supported  by  coil  and  tension  springs, 
act  as  a  suspension  system  to  help  stabilise  movement  during 


^3^ 


cornering.  Of  course,  sitting  is  believing. 

^^^fck     Inertia  is  the  tendency  of  a  bodyl 
V  B>     in  motion  to  stay  in  motion 

unless  acted  upon  by  an  outside  force,  such\ 
as  wind.  Consequently, you  d  expect  a  full 
si^ed  luxury  sedan,  with  its  greater  sufactl 
area,  to  be  significantly  slowed  down  by  thi 
wind.  Then  how  would  Sir  Isaac  hi ew ton] 
explain  that  the  most  aerodynamic  car  sola 


in 


America  is  the  LS  400? 


© 


Many  body  components  are  comprised  of  high-tensile  steel,  a  strong  but  light  material  known  for  its  energy-absorbing 
properties.  I 1  Me  this  may  scan  like  a  contradiction  in  terms,  it's  a  great  comfort  should  you  find  yourself  in  an  accident. 

•11, 11      ,.       I;.,..    •  1    „„,l,l.,l„„„.l,.l.;„ll.i.;,ll.n.,.t..,,l,rll,.,l.;n.-„„.,,„„.,„IIHIIIIIS\im  >iHI)llf!7.>MVHl 


The  Lexus  LS 


While  it  stands  to  reason  that  all  automobiles  are  subject  to  the  physical  laws  of  nature,  the  LS  400 
;ars  to  have  been  singularly  exempted.  Perhaps  this  is  due  to  the  tireless  efforts  of  Lexus  engineers  who, 
lother  anomaly  of  nature,  seem  to  have  been  blessed  with  a  limit-  /y\|  CST^^l  '^* 
supply  of  energy  and  ideas.  It's  engineering  according  to  the  laws  of  Lexus.      vfe^  The  Relentless  Pursuit  Of  Perfection 
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THE  WAY  WE  SEE  IT 
THE  ROCK  ON  THE  TOP 
IS  MORE  VALUAHLE. 


Coal  may  not  be  considered  a  luxury,  but  that's  precisely 
the  reason  we  think  it  makes  such  a  smart  investment. 

Because  the  demand  for  coal  is  constant  and  strong  in 
every  environment.  It  remains  a  necessity  even  during  a 
recession,  while  the  demand  for  diamonds  tends  to  fall  by 
the  wayside. 

Which  is  exactly  why  Hanson  added  The  Peabody 
Group's  U.S.  and  Australian  coal  operations  to  its  portfolio. 
Other  Hanson  operations  include  such  leading  industry 
names  as  Quantum  Chemical,  Cavenham  Forest  Industries, 
Grove  Crane,  and  Cornerstone  Construction  &  Materials. 

Since  being  listed  on  the  New  York  Stock  Exchange  in 


1986,  sales  have  soared  to  $17  billion,  while  total  market 
capitalization  is  over  $19  billion.  At  the  end  of  1994,  our 
gross  dividend  yield  was  6.2%,  double  the  average  of  the 
S&P  500. 

There  is,  of  course,  a  reason  for  our  success:  a  manage- 
ment philosophy  steeped  in  common  sense.  Namely,  to  own 
businesses  that  provide  basic  goods  and  essential  services 
and  then  keep  a  firm  eye  on  the  bottom  line. 

Which  ultimately  means  that  while  Hanson  may  never 
be  the  perfect  accessory  for  an  evening  gown,  you  might 
consider  it  for  your  investment  portfolio. 

For  a  copy  of  Hanson's  Annual  Report,  call  1-800 -8HANSON. 


HANSON 
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Is  your  neighbor's 

mutual    fund  out-performing 

yours   ???? 


Do  the  monthly  lists  make  you 
salivate  for  the  hefty  returns 
those  funds  you've  never  heard 
of  delivered? 

Envying  short-term  gains  is  a 
quick  path  to  insanity  (and  rash 
decisions) . 

All  the  media  hype  around  this 
week's  "hot  funds"  obscures  one 
basic  fact:  mutual  funds  are 
long-term  investments. 

So  one  or  two  hot  months  don't 
tell  the  whole  story.  Janus 
Mercury  Fund,  for  example,  has 
delivered  a  26.19%  average  annual 
total  return  since  its  inception 
two  years  ago.* 

Let  everyone  else  try  to  get 
rich  fast.  Meanwhile,  you  can 
get  acquainted  with  Janus. 

To  get  a  prospectus  containing 
more  complete  information, 


including  expenses,  and  an 
application  for  any  Janus  fund, 
all  »B;ltlifl.-f4.-B:l'l:kl;l!iJE?iEWi 
Please  read  it  carefully  before 
you  invest  or  send  money. 

Invest  for  the  long  term. 
Invest  with  Janus. 


JANUS  MERCURY  FUND 

Average  Annual  Total  Returns 

for  the  Period  Ended 

June  30,  1995 


One  Year 
Life  of  Fund 


39.91% 
26.19% 


(from  inception  -  May  3,  1993) 


*Figures  are  based  on  total  return, 
including  reinvestment  of  dividends  and 
capital  gains.  Past  performance  does  not 
guarantee  future  results.  Your  return  and 
share  price  will  vary  and  may  be  worth  more 
or  less  at  redemption  than  at  purchase. 
Funds  distributed  by  Janus  Distributors, 
Inc.  Member  NASD. 


Start.  To  think  big 


Call  1-800-525-8983  ext.  408 


199$ 


Mail  this.  Get  the  information,  prospectus  and  application  you  need  to  get  started 


Name 


Address 


City  State  Zip 

Janus    Funds,    P.O.    Box   173375,    Denver,    CO   80217-3375 
F0RB  408 


SIDE  LINES 
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Jason  Zweig 


In  the  best  families 

Thirty-nine  years  ago  Forbes  pioneered  the  business  of  rating 
mutual  funds  for  a  magazine  audience.  It  was  a  radical  notion  that  the 
retail  customer  could  get  an  independent  appraisal  of  the  products 
brokers  were  selling. 

Even  more  radical  was  the  notion  that  some  investors,  equipped 
with  these  independent  ratings,  might  skip 
the  broker  altogether  and  buy  direct  from 
one  of  the  few  no-load  funds  then  available. 
Said  a  writer  in  our  letters  column  in  1958:  "I 
am  surprised  that  a  reputable  magazine  like 
Forbes  should  go  to  the  trouble  to  tell  its 
readers  how  to  buy  shares  in  such  funds." 

It's  a  different  world  today.  Everyone 
knows  about  no-load  funds.  Star  managers 
are  famous.  And  every  magazine,  it  seems, 
wants  to  get  into  the  fund  rating  business. 

Amid  all  this  clamor,  Jason  Zweig  and 
Mary  Beth  Grover,  who  put  together  this 
fortieth  annual  fund  survey,  have  another 
radical  notion:  Fund  ratings  aren't  the  be-all 
and  end-all.  Neither  are  investment  stars. 
Don't  pick  a  fund,  pick  a  family. 

What  does  that  mean?  Says  Zweig,  "First 
find  a  good  home  for  your  assets,  a  fund 
family  with  a  broad  range  of  reasonably 
priced  funds,  and  only  then  worry  about 
individual  portfolios." 

Given  Forbes'  early  role  in  promoting  the 
no-loads,  the  choice  of  one  of  the  five  win- 
ning families  chosen  by  Zweig  and  Grover 
may  surprise  you:  the  American  Funds,  a  load 
group.  What's  special  about  it?  Certainly  not 
its  star  managers,  for  it  has  none;  nor  its  fame, 
for  it  is  almost  unknown  to  the  general  public 
and,  until  Forbes  showed  up  on  its  doorstep, 
didn't  give  extensive  interviews.  What  sets 
this  family  apart  is  the  extraordinary  consis- 
tency of  its  results. 

If  you  want  to  know  what  to  do  with  your 
assets,  start  by  looking  at  the  profiles  of  the 
American  Funds  family  and  the  other  four  in 
the  winners'  circle.  Then,  and  only  then,  look 
at  the  ratings.  These  ratings,  featuring  our 
up-  and  down-market  grades  and  our  unique  MMWW 
Best  Buy  evaluations,  were  assembled  by 

Tina  Russo  McCarthy  with  considerable  help  from  fellow  statisti- 
cians Ann  Anderson,  Scott  DeCarlo,  Gustavo  Lombo,  Don  Popp. 
Steven  Ramos,  Susan  Wong,  Susan  Yu  and  Brian  Zajac  and  program- 
mers John  Chamberlain  and  Mitch  Rand. 

The  table  of  contents  for  the  fund  survey  is  on  page  129;  the  famih 
profiles  start  on  page  142. 
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Mary  Beth  Grover 


M   1 

Tina  Russo  McCarthy 


Executive  Editor 
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The   1995  S-Class 


For  information  and  the  dealer  nearest  you,  please  call   1-800-FOR-MERCEDES. 
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Sushi  Slurpee 

The  Japanese  may  have 
problems  with  movie  studios 
but  not  with  convenience 
stores.  Dallas-based 
Southland  Corp.,  7-Eleven's 
founder  and  U.S.  operator, 
went  bankrupt  in  1990,  but 
Seven-Eleven  Japan,  and  its 
parent  Ito-Yokado,  have 
been  stuffing  cash  registers 
(June  21,  1993). 

Now,  with  the  help  of  the 
Japanese,  Southland  has  ■■■■ 

staged  a  comeback.  The  two 
Japanese  companies  bought  70%  of 
Southland  in  1991  for  $430  million 
and  quickly  launched  a  much-needed 
makeover  of  the  5,092  U.S.  stores — 
making  them  brighter  and  less  clut- 
tered, and  closing  1,218.  The 
Japanese  have  imported  an  inventory 
control  system  that  forces  store  man- 
agers to  count  how  much  of  a  prod- 
uct they  have  weekly  to  ensure  that 
they  don't  run  out  of  popular  items. 
A  new  line  of  ready- to-eat  sandwiches 
and  entrees  called  Deli  Central  is 
being  heavily  promoted. 

For  the  first  time  in  seven  years 
Southland  turned  a  profit  in  1993. 
This  year  it's  expected  to  earn  31 
cents  a  share,  up  41%.  At  a  recent 
3n/i8,  the  stock  costs  only  a  bit 
more  than  a  hot  dog  and  Slurpee. 

Tuition  Bill 

No  GOOD  can  come  from  deprivati- 
zation.  Take  President  Clinton's 
transfer  of  the  student  loan  program 
from  banks  to  the  Department  of 
Education.  Clinton  argued  that  the 
move  would  save  at  least  $6  billion 
over  six  years.  We  weren't  convinced 
(May  22). 

Forbes  thought  one  problem  was 
that  the  federal  government  was 
deferring  the  costs  of  the 
direct  lending  program,  such 
as  collecting  loan  payments, 
and  then  counting  the  deferrals 
as  savings.  But  Congress  passed 
new  budget  accounting  methods 
that  could  force  the  direct  loan  pro- 
gram to  account  for  the  servicing 
costs  of  loans  as  they  are  booked. 
Poof!  Clinton's  savings  vanish. 
Using  the  new  accounting  methods, 
the  Congressional  Budget  Office 
has  determined  that  abolishing 


A  7-Eleven  convenience  store 

A  successful  Japanese  makeover. 


Clinton's  program  would  save  $1.5 
billion  over  the  next  seven  years. 
Republicans  in  the  House,  led  by 
William  Goodling,  have  vowed  to  kill 
the  program.  Too  bad  the 
Department  of  Education  has  already 
wasted  at  least  $300  million  getting 
the  direct  loan  program  up  and  run- 
ning. Maybe  Bill  should  take 
Accounting  101.  -Suzanne  Oliver 

Muscle  spasm 

Last  fall  Irving,  Tex.-based 
Bollinger  Industries,  the  nation's 
leading  maker  of  dumbbells, 
weightlifting  belts  and  other  fitness 
accessories,  seemed  a  winner  in  the 
fight  against  flab  (Nov.  7,  1994).  But 
in  late  June  the  company  announced 
that  its  auditor,  Grant  Thornton,  and 
the  only  two  independent  directors 
had  resigned. 

Grant  Thornton  apparently  brought 
accounting  discrepancies  to  the  out- 
side directors  at  a  secret  meeting  in 
June.  The  Bollinger  brothers  had  sup- 
posedly counted  orders  as  completed 
sales.  The  directors  demanded  an  out- 
side chief  executive.  When  the 
Bollingers  balked,  the  directors  quit. 

The  brothers  claim  an  independent 
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/ery  fifty-five  minutes  Old  Faithful  proves 
its  reliability.  Its  performance  record  is 
impeccable.  And  just  like  Old  Faithful,  our 


As  reliable  as  a 


performance  is  tested  every  day  but  in  a  more 
competitive  environment.  The  business  world. 
Every  second  of  every  day  Toshiba  products 
prove  their  reliability.  Outside  our  earthly 


i  a  ^^^^^~~~     ja       Reliability  is  crucial  when  you 

■te     V  W    J        do  business  at  22,300  miles. 

^^H     boundaries,  our  satellite  technology  enables 

billions  of  bits  of  information  to  be  transferred 
with  unbelievable  accuracy. 

In  banking,  our  ATM  machines  deliver 
millions  of  dollars  accurately  every  day  without 
shortchanging  the  customer  or  the  bank. 
So  it  should  come  as  no  surprise  that  our  copiers  and  fax  machines 
have  what  it  takes  to  ensure  that  your  business  runs 

smoothly  and  efficiently. 
In  fact,  we're  so 
dependable  that  the 


People  trust  Toshiba  AT.M's 
with  their  money  every  day. 


Business  Technology 

Association  has 
named  us  the  most  reliable  copier  line  in 
America.  But  don't  take  our  word  for  it.  Gall 
(800)  GO-TOSHIBA  and  see  for  yourself 

what  Toshiba  reliability  is  all 

In  Touch  with  Tomorrow 
about.  Once  you  do,  you  11  be  ^m&^  ^%  I  w^  m 

faithful  for  life.  |   UwH      DA 

COPIERS  ♦  FAX 


MOST4. 


\  Voted 

V\  MOST 
}  RELIABLE 

W  copiers  for 

7  1994 


C1995  Toshiba  America  Information  Systems.  Inc..  Electronic  Imaging  Division 
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It's  the  largest  non-utility  affiliated  independent 
power  plant  in  the  U.S.  -  and  one  of  the  most 
complex.  So  when  Sithe  Energies  was  planning 
this  1,000  megawatt  giant  to  supply  power  that 
would  reach  homes  across  New  York  State,  they 


All  for  some  television  and  home  cooking. 


came  to  us.  Even  before  we  began  design  and 
construction,  our  proven  reputation  and  experi- 
ence on  turnkey  projects  were  major  factors  in 
Sithe  Energies'  ability  to  secure  financing.  And 
within  just  two  years,  they  had  their  Indepen- 


dence Station  in  upstate  New  York. 

Right  now,  companies  and  governments  I  \({  lp 
the  world  over  are  relying  on  our  integratec 
services  for  new  facilities  and  modernizatio  1 1 
Having  consolidated  respected  names  such 

Ebasco,  Badge 
and  United 
Engineers  &  C 
structors,  we  now  serve  our  clients  in  man; 
industries  from  more  than  40  offices  globa 
Raytheon  Engineers  &  Constructors  is  the, 
single  source  for  quality  design,  engineerinj 
procurement,  construction,  operations,  and 


'm 


\m 
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We  brought  together  1,300  construction  workers, 
engineers  and  designers,  almost  3,700  tons  of  steel, 

and  nearly  two  million  feet  of  cable. 


ntenance  -  bringing  together  our  vast  capa- 
b  ties  to  work  for  our  clients'  success. 
:d  Find  out  what  we  can  do  for  you.  Tell  us  your 
oids  —  we'll  show  you  how  we  can  make  your 

t  project  a  success. 
&  Call  Raytheon  Engineers  &  Constructors 

\zy:  U.S.  617-860-2773,  Asia  86-10-463- 
,  Europe  31-70-3494004. 
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POSITIVE 


WHEN  IT  COMES  TO  LONG  DISTANCE  SAVINGS, 
THERE'S  NO  QUESTION  ABOUT  IT 

1-800-888-8800 


The  Vanguard  Variable  Annuity  Plan 

NOW  YOU  CAN  BUILD 

TAX-DEFERRED  ASSETS  WITHOUT 

THE  PENALTY  OF  HIGH  COSTS 


The  Vanguard  Variable  Annuity  Plan 
is  a  low-cost,  tax-deferred  insur- 
ance contract  using  seven  investment 
alternatives,  each  modeled  after  an 
existing  Vanguard  portfolio.  There 
are  no  sales  commissions  or  "surren- 
der" charges.  And  to  lower  the  cost  of 
investing  further,  the  Plan  has  main- 
tained annual  expenses  of  about  one- 
half  the  expenses  of  the  average 
variable  annuity* 

Does  a  Variable  Annuity 
Make  Sense  for  You? 

This  Plan  is  well  suited  for  long- 
term  investors  who  have  exhausted 
other  methods  of  tax-deferred  invest- 
ing (such  as  IRAs,  SEPs,  and  Keoghs), 
and  for  those  who  wish  to  make  larger 


contributions  than  qualified  retire- 
ment plans  allow. 

The  minimum  initial  purchase 
payment  is  $5,000. 

Call  1-800-231-7864 

For  a  Free  Information  Kit. 

Please  send  me  a  free  Vanguard  Variable 
Annuity  Plan  Information  Kit  including  pros- 
pectuses that  contain  more  complete  infor- 
mation on  advisory  fees,  distribution  charges, 
and  other  expenses.  I  will  read  both  prospect- 
uses carefully  before  I  invest  or  send  money. 
The  Vanguard  Variable  Annuity  Plan,  a  flex- 
ible premium,  multi-funded,  variable  annu- 
ity is  issued  by  Providian  Life  &  Health 
Insurance  Company  (for  New  York  residents 
by  First  Providian  Life  &  Health  Insurance 
Company). 

*Source:  Morningstar,  Inc. 
©Vanguard  Marketing  Corp.,  Distributor 
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VJOF  INVESTMENT  COMPANIES. 


investigation  has  vindicated  them  and 
the  books  are  now  in  order.  Perhaps 
the  Bollingers  were  just  naively 
aggressive  in  their  accounting. 

On  top  of  all  that  the  company  had 
previously  disclosed  production  irreg- 
ularities in  its  newly  acquired  trampo- 
line division,  and  sales  were  soft  at  a 
major  retail  account.  The  stock,  at  a 
recent  4,  is  down  75%  since  January. 
Now  it's  up  to  the  Bollingers  to  prove 
that  their  company  is  not  a  98 -pound 
weakling.     -Christopher  Palmeri 

Blackout 

American  power  companies  have 
been  rushing  to  cash  in  on  the  $11 
billion  needed  each  year  to  fulfill 
India's  voracious  appetite  for  electric- 
ity (Apr.  24).  But  this  month,  foreign 
investors  received  a  serious  jolt. 

The  state  government  of  Maha- 
rashtra canceled  Enron  Corp.'s  $2.9 
billion  power  plant  at  Dabhol.  The 
Houston-based  company,  the  govern- 
ment claimed,  was  overcharging  for 
its  electricity  and  creating  environ- 
mental problems.  But  that's  a  smoke 
screen.  Enron's  rates  are  in  line  with 
other  Indian  projects,  and  the  plant 
has  already  survived  legal  challenges 
from  environmental  groups.  The  new 
state  government,  led  by  two  Hindu 
parties,  scrapped  the  project  to  appeal 
to  its  nationalist  supporters. 

Enron  officials  have  taken  the 
contract  into  arbitration  in  hope  of 
renegotiating.  Failing  that,  Indian 
courts  could  find  the  contract  has 
been  canceled  unreasonably.  Then 
Enron  and  its  partners  will  probably 
get  a  default  payment  that  might 
top  $200  million.  Enron's  cost  so 
far:  about  $100  million.  ■■ 


India  badly  needs  power 
But  not  Enron — for  now. 
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TO  FIND  THE 
BEST  PLACE  ON  EARTH 


TO  DO  BUSINESS 
INVEST  320. 
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Imagine  doing  business  where 
you  can  find  all  the  suppliers,  vendors, 
wholesalers,  bankers  you  need  and  more  customers 
than  you  ever  dreamed  possible.  That's  what  it's  like 
to  have  a  business  in  New  York. 

Con  Edison  is  making  it  easier  than  ever  to 
start,  relocate  or  expand  your  business  in  New 
York  City  or  Westchester  County.  We're  offering 
reduced  energy  rates  and  rebates  for  installing 
energy-efficient  equipment.  Con  Edison  will  help 
you  find  a  suitable  location  and  inform  you  of  all  the 
different  forms  of  assistance  available  from  local 
and  state  governments. 

Invest  320  and  mail  in  the  coupon,  or  call  (212) 
460-4000  and  you'll  receive  a  free  video  tape  and 
invaluable  information  that  shows  why. .New  York  is 
the  best  place  on  earth  to  do  business. 
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Yes,  I  want  to  learn  more  about  the  surprising   5 

business  opportunities  in  New  York  City  and      5 
Westchester  County.  Please  send  me  the  tape.  £ 

Name 


Company. 
Address_ 

City 

Phone  ( 


State 


.Zip. 


.). 


Send  to: 

CON  EDISON  ECONOMIC  DEVELOPMENT 
P.O.  BOX  900,  NEW  YORK,  NY  10003 
I I 
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Left  out 


Folks  at  a  lot  of  the  big  invest- 
ment banks,  including  J. P.  Morgan, 
Wasserstein  Perella  and  cs  First 
Boston  are  pulling  long  faces  at  the 
biggest  merger  deal  of  the  year,  Dis- 
ney-Cap Cities/ABC.  Though  the 
three  houses  had  been  bankers  to 
the  Mouse,  they  were  shut  out  of  the 
deal  in  favor  of  James  D.  Wolfen- 
sohn  Inc. — where  Paul  Volcker  now 
toils — and  Bear,  Stearns. 

What  happened?  Our  best  guess 
is  Eisner's  new  chief  financial  officer, 
Stephen  Bollenbach.  Wolfensohn 
Vice  Chairman  Glen  Lewv  has 
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Disney's  financial  chief,  Stephen  Bollenbach 
No  cheese  for  some 
big  investment  bankers. 

worked  with  Bollenbach  frequent- 
ly, and  so  has  Bear,  Stearns. 

And  then  Bollenbach  hardly 
needs  lots  of  financial  advice:  He's  the 
chap  who  engineered  the  clever 
split- up  of  Marriott  into  two  parts 
(FORBES,  Mar.  13),  and  he  engi- 
neered Donald  Trump's  escape  from 
near  bankruptcy.  "You  never  make 
money  off"  of  Disney,"  grumbles 
one  banker. 


Sweet  enough 

IF  ONLY  Bill  Agee  had  been  as  good 
at  running  a  business  as  he  was  at 
taking  care  of  Bill  Agee.  The  man 
sure  knew  how  to  write  an  employ- 
ment contract.  After  turning  Morri- 
son Knudsen  from  a  construction  and 
engineering  giant  into  a  financial 
basket  case,  he  was  tossed  out  by  the 
board  in  February. 
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Bill  Agee 

Taking  care  of  Bill  Agee. 


But  it  turned  out  the  company 
couldn't  final  its  recent  bank  refinanc- 
ing deal  without  first  settling  Agee's 
severance  dispute.  So  Agee  used  this 
leverage  to  gain  lifetime  health 
benefits  and  a  pension  of  $99,000  a 
year,  which  continues  for  the  life  of 
his  wife,  Man'  Cunningham.  MK  also 
released  Agee  and  other  board 
members  and  executives  from  liability 
in  the  19  pending  shareholder  law- 
suits. At  least  MK  hopes  so;  Agee  has 
yet  to  sign  the  agreement. 


g       In  the  end  he  gets  a  lot  less  than 
%  was  in  his  original  contract,  but,  hey,  he 
i  did  wreck  the  company,  didn't  he? 

Your  move,  Warren 

Salomon  watchers  have  their  eye 
on  Warren  Buffett.  In  October  a 
chunk  of  Berkshire  Hathaway's 
convertible  preferred  stake  in  Salo- 
mon must  either  be  redeemed  for 
$140  million  cash  or  be  converted 
into  common  shares  at  $38.  Will 
Buffett  convert — even  though  the 
stock  recently  traded  a  little  below 
the  conversion  price — or  will  he  de- 
mand his  cash?  The  betting  is  he  will 
take  the  stock  and  swallow  any  loss.  If 
he  were  to  take  money  out,  it  would 
be  a  devastating  signal  to  creditors, 
customers  and  employees  of  the 
battered  investment  house. 

Backtrack 

After  its  recently  announced  $207 
million  purchase  of  the  New  York 
City-owned  public  TV  station  wnyc 
with  partner  Dow  Jones,  ITT  eagerly 
explained  the  strategy  justifying 
such  a  high  price.  It  would  turn  the 
weak  uhf  station  into  a  superstation 
a  la  Ted  Turner's  TBS  and  broadcast 
sporting  events.  It  mentioned  the 
New  York  Knicks  and  Rangers, 
owned  jointly  by  itt  and  Cablevi- 
sion.  Executives  in  the  deal  also  waxed 
eloquent  about  broadcasting  games 


House  of  crime 


Beverly  Hills  Cop  II  mansion 

A  Japanese  girlfriend  is  out  of  a  house. 


In  October  the  U.S. 
Customs  Service  will  auc- 
tion off  the  Beverly  Hills 
mansion  used  in  the  1987 
Eddie  Murphy  movie 
Beverly  Hills  Cop  II.  Guess 
who  owned  it?  Japanese 
swindler  and  money  laun- 
derer  Ken  Mizuno,  who 
bought  it  for  his  former 
Japanese  girlfriend.  Un- 
cle Sam  has  the  house,  but 
he  doesn't  have  Mizuno, 
who  is  in  Japan  and  avoid- 
ing extradition  because 
there  is  no  money-launder- 
ing clause  in  the  U.S.'  ex- 
tradition treaty  with  Japan. 
-Frank  Wolfe 
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involving  the  likes  of  the  Stanley  Cup 
champion  New  Jersey  Devils. 

Oops!  "Presumptuous,  I'd  say," 
says  Devils  owner  John  McMullen. 
Never  discussed  it  with  me,  he  says. 

"If  their  thought  is  to  take  Na- 
tional Hockey  League  games  and  put 
them  on  a  superstation,"  says  Ste- 
phen Solomon,  chief  operating  offi- 
cer for  the  NHL,  "that  raises  grave 
concerns  and  problems  for  us."  The 
NHL  doesn't  want  to  crimp  its  ability 
to  extract  big  money  from  the  TV  net- 
works. ITT  Chairman  Rand  Araskog 
quickly  backtracked,  telling  the  Wall 
Street  Journal  the  two  companies 
will  build  a  superstation  only  if  they 
can  do  so  "without  stepping  on  the 
toes  of  the  various  organizations  that 
we're  associated  with." 


Virtual  vigilantes 


Senator  James  Exon  (D-Neb.)  is 
making  political  hay  with  talk  about 
policing  the  Internet,  but  he  has 
competition.  The  Guardian  Angels, 
the  self-appointed  vigilantes  who 
patrol  New  York  City  subways,  have 
taken  to  patrolling  cyberspace.  Pub- 
licity-happy leader  Curtis  Sliwa  says 
he  has  18  computer-literate  mem- 
bers searching  for  pedophiles  and 
credit  card  scamsters. 

No  busts  yet,  but  Sliwa  claims  the 
CyberAngels  are  hot  on  the  trail  of  a 
Swedish  "cybergang."  By  Labor 
Day,  the  CyberAngels  expect  to  have 
their  own  World  Wide  Web  site, 
where  they'll  post  information  about 
on-line  perpetrators.  But  while  the 
subways  can  be  dangerous,  so  can 
cyberspace.  Sliwa  says  some  hackers 
have  vowed  to  destroy  his  credit 
rating  by  altering  his  financial 
records.  -Randall  Lane  Bi 
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TO  GET  AMYWMIEIR1E  IK 

TOKYd),  IT'S  MOT  WHO  YOU 

KNOW  IT'S  WME1E  YOTLT  STAY, 


The  Akasaka  Prince  Hotel  sits  atop  four  of  the  largest  subway  lines 
in  Tokyo.  So  you  can  get  anywhere  quickly  and  inexpensively.  Call 

1-800-542-8686  for  reservations.    AlCBSakB  ©  PRfo/CE  HOTEL 

TOKYO 


READERS  SAY 
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Bud-baiting 

Sir:  Re  "Get  'em  before  they  get 
you"  (July  31).  To  go  after  Miller 
Brewing  and  Philip  Morris  may  be 
comparable  to  bear  hunting.  [But] 
for  Anheuser-Busch  to  try  to  under- 
mine a  specialty  brewer  like  Boston 
Beer  Co.  is  like  hunting  Welsh  corgis 
with  a  .357  magnum:  not  commend- 
able, just  sick. 
-Bob  Bennett 
Littleton,  Colo. 

SlR:  After  reading  your  profile  of  Bud- 
weiser  head  August  Busch  III  and  his 
gory  tale  of  killing  an  Alaskan  bear, 
my  Budweiser  drinking  days  are  over. 
From  now  on,  it's  Miller  time. 
-Stephen  Fenig 
Fort  Myers,  Fla. 

"What— me  work?" 

Sir:  Re  Fact  &  Comment  (July  31). 
Last  summer,  after  40  years  of  profes- 
sional flying,  I  became  60  years  old. 
Because  of  my  age,  and  for  no  other 
reason,  the  federal  government  re- 
voked my  flying  license.  I  was  no 
longer  employable.  And  no  Social 
Security,  either.  The  Social  Security 
people  argued,  quite  logically,  that  I 
had  retired  too  early;  not  at  a  normal 
age.  For  decades  I've  paid  full  whack 
into  Social  Security.  That,  after  pay- 
ing income  tax  on  the  money  earned 
to  pay  that  Social  Security.  Now  this 
national  pension  will  be  taxed.  You 
can't  win. 
-Barry  Syrett 
Gig  Harbor,  Wash. 

Sir:  To  add  insult  to  injury,  if  the  hard- 
working Social  Security  recipient  be- 
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tween  ages  65  and  69  is  also  a  thrifty 
sort,  it  gets  worse.  The  effective  mar- 
ginal tax  rate  increases  from  56%  to  at 
least  72%  if  the  person  leaves  any 
portion  of  those  earnings  as  part  of  a 
taxable  estate.  To  paraphrase  Alfred  E. 
Neuman,  "What — me  work?" 
-Howard  H.  Holman 
Kirkland,  Wash. 

Blame  the  board,  too 

Sir:  Re  "Condom  king"  (July  17). 
The  Board  [of  London  International 
Group  Pic]  and  not  Alan  Woltz 
alone  judged  it  necessary  to  seek 
other  sources  of -income  and  profit  if 
the  growth  momentum  was  to  be 
successfully  maintained.  Did  he  buy 
into  photo-processing  when  it  was 
going  out  of  fashion?  I  never  heard 
any  cries  of  protest  at  the  profit 
contribution  offered  up  by  this  activi- 
ty in  all  but  the  final  year.  You 
condemn  a  very  able  man. 
-John  N.  Forsyth 
Former  director 

London  International  Group  Pic. 
Torquay,  England 

Even  break 

Sir:  Re  "Midmarket  schools"  (July 
31).  You  wrote:  "[Cole]  Walker  [of 
Atlanta  New  Century  School]  says  he 
needs  36  students  to  break  even,  120 
to  turn  a  profit." 

Say  what?  What  are  these  teachers 
teaching? 
-Peter  Lorenzi 
Loyola  College 
Baltimore,  Md. 

Only  after  120  students  can  Walker 
and  his  partners  take  full  salaries — Ed. 


No  clunker 

Sir:  Re  "A  German  Cadillac"  (July 
31).  My  1985  [Cadillac]  Cimarron 
just  logged  its  180,000th  mile,  still 
gets  27  miles  to  the  gallon,  hasn't 
missed  a  start  in  11  years,  has  an 
impeccable  interior  and  doesn't  have 
a  rust  spot.  It's  the  best  thing  since  I 
rode  a  bronco — a  four-legged  not  a 
wheeled  one. 
-Pall  J.  Magelli 
Champaign,  III. 

Hawks,  not  Spits 

Sir:  Re  "An  unnecessary  war"  (Aug. 
14).  Hire  some  older  editors.  The 
Spitfire  was  conqueror  of  the 
Luftwaffe  in  the  Battle  of  Britain, 
[but]  the  machines  [pictured]  are 
Hawker  Hurricanes.  They  [too]  did 
more  than  their  share! 
-Jack  W.  Osgood 
Boston,  Mass. 


Land  of  opportunity 

Sir:  Re  Fact  &  Comment  (June  19). 
Israel  is  a  dynamic  business  enterprise 
in  which  vigorous  entrepreneurs  man- 
age mostly  to  overcome  the  socialist 
heritage  of  early  settlers.  Israel  has  few 
natural  resources  (iron,  coal,  oil,  etc.) 
and  so  they've  sought  out  activities 
that  take  advantage  of  their  brainy 
people  and  the  minimum  resources  at 
hand.  Israel  is  verv  much  a  part  of  the 
global  business  civilization. 
-Leonard  S.  Stein 
Evanston,  III. 


No  mystery 

Sir:  Re  "Constructing  your  own 
hedge  fund"  (July  31).  The  long- 
running  bull  market  seemingly  has 
everybody  perplexed,  but  I  don't  be- 
lieve it  is  a  mystery  at  all.  [It]  is  fueled 
by  mutual  funds  hordes. 

There  are  too  many  managers  chas- 
ing too  few  investment  opportunities. 
It's  in  their  best  interests  to  keep  the 
market  humming  so  that  they  can 
keep  attracting  money.  Brokers  make 
money  only  when  they  are  selling,  so 
their  logic  is  that  it  is  always  a  good 
time  to  buy  mutual  funds.  The  com- 
bination of  5,000  mutual  funds,  $3 
trillion  invested,  is  a  lethal  mixture. 
-Glenn  Davis 
City  of  Industry,  Calif. 
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It  costs  $29,950  to  bring  a  child  into  the  world. 


lhe  Land  Rover  Discovery  can  help 
deliver  children  anywhere. 

The  towering  stone  pillars  of  the 
Navajo  Trail.  The  sinking  mud  paths  of 
La  Ruta  Maya. 

Or  perhaps  alongside  a  quiet  little 
river.  In  Burundi. 

Because  with  the  Discovery's  perma- 
nent four-wheel  drive.  14-gauge  steel 
chassis,  and  3.9-liter  V8  engine,  there's 
virtuallv  no  limit  to  where  a  leisurelv 


Sunday  drive  might  take  you. 

And  with  its  dual  airbags.  superior 
all-terrain  ABS,  and  steel  inner  body 
cage,  it  can  provide  a  sense  of  security 
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DISCOVERY 

$39,950. 


strong  enough  to  satisfy  even  the  most 
overly  protective  parent. 

Finally,  with  nearly  70  cubic  feet  oi 
interior  space,  the  Discovery  is  one 
of  the  few  things  you  can  buy  for  your 
children  that  thev'll  never  outgrow 

So  why  not  call  1-800-FINE  4WD  for 
the  dealer  nearest  your 

And  get  to  know  the  most  bountiful 
mother  of  all. 

Nature. 


Always  wear  your  seatbelcs.  SRS/airbags  alone  do  not  provide  sufficient  protection. 


We  believe  a  bank  should  be  built  like  a  shij 
strong  enough  to  weather  the  worst  storm 
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A  Republic  National  Bank,we've  structured  ourselves 
to  stay  afloat  in  a  turbulent  economy. 

Focused  on  protecting  our  clients'  funds  whatever  the  state  of  the 
conomy,  we've  built  a  stalwart  bank  with  a  policy  of  strong  capital- 
ization, superior  liquidity,  diversification,  and  profitability. 

In  today's  rough  economic  climate,  we've  stayed  our  course  to 
keep  Republic  strong. 


3  Republic  National  Bank 

F^p  more  information  about  Republic  National  Bank, 
se  clll  1  800  REPUBLIC.  Outside  the  U.S.  (718)  488-4049 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


FOR  ONCE,  WILL  THE  U.S.  BE  POSITIVELY  DECISIVE? 


The  U.S.  must  move  forcefully  to  stop  the  Balkan  war.  The 
Croat  offensive  against  the  Serbian  enclave  of  Krajina  may 
provide  the  opportunity.  Otherwise,  after  a  lull,  both  the 
fighting  and  the  Serbs'  mass  murder  of  Muslims  will 
resume.  More  dangerous,  the  war  will  widen  with  a  full- 
scale  conflict  between  Serbia  and 
Croatia  and,  eventually,  other  states. 

The  West  must  demonstrate  that  it 
will  take  forceful  measures  to  halt 
Serbian  genocide  and  aggression. 
How?  Bomb  Serbian  military  staging 
areas  used  against  Bosnia. 

What  then?  Take  the  Serbs  up  on 
their  offer:  Let  them  have  the  city  of 
Gorazde  in  eastern  Bosnia  in  exchange 
for  territory  in  Sarajevo  that  would  con- 
nect that  part  of  the  city  with  Muslim - 
controlled  central  Bosnia.  The  essential 
part  of  the  agreement  would  be  the  safe 
and  peaceful  evacuation  of  Muslims  to 
central  Bosnia  from  Gorazde  and  other 
isolated,   indefensible    enclaves.    The 
Croats  should  allow  a  peaceful  population  movement  from 
Krajina.  (In  the  annals  of  the  bloody  Balkans,  the  negotiat- 
ed movements  of  populations  are  not  unprecedented.  It 
happened   in   the   early   1920s,   after  ferocious   fighting 


SERBIA 


~]  Serb-controlled  areas 
jArea  retaken  by  Croatia 


Muslim-  and  Croat-dominated  areas 


their  Croatian  conquests.  The  economic  embargo  against 
Serbia  would  then  be  lifted. 

These  steps  should  end  the  fighting.  The  Serbs  would 
have  control  of  eastern  Bosnia,  which  they've  long  covet- 
ed. To  avoid  the  temptation  of  a  return  to  Serbian  aggres- 
sion, Muslim  central  Bosnia  would 
have  to  be  made  more  militarily  defen- 
sible by  the  U.S.'  showering  Bosnian 
troops  with  all  the  tanks,  artillery  and 
munitions  they  would  need  to  con- 
struct a  credible  force.  Such  a  well- 
armed,  well-motivated  army,  having 
the  support  of  NATO  air  power,  would 
make  central  Bosnia  a  viable  haven.  We 
should  similarly  bolster  the  Croats. 

After  passions  cool,  push  for  a  Swiss- 
like, Serbian-Croatian-Bosnian  confeder- 
ation. That  is,  do  as  Switzerland  did  for 
centuries — set  up  an  assembly  to  pro- 
mote trade  and  other  forms  of  mutually 
beneficial  cooperation  but  have  no  na- 
tional standing  army,  just  local  ones. 
Partitioning  Bosnia  is  a  woefully  unsatisfactory  solution, 
but  it  is  the  only  viable  one  now.  Ghastly  mistakes  have 
repeatedly  been  made  by  the  U.S.  and  by  the  West  over  the 
past  four  years.  This  tragedy  could  easily  have  been  prevent- 


MONTENEGRO 

/I 

ALBANIA 


between  the  Greeks  and  Turks.)  The  Serbs  should  give  up     ed;  but  what  might  have  been  will  do  us  little  good  now. 

WHAT'S  TO  BE  LEARNED 

from  this  debacle?  tion  and  crippled  Yugoslavia's  economy.  The  stagnation 

First:  the  unappreciated  role  of  economics.   In  the      and  distress  cut  whatever  thin  threads  had  been  keeping 

1980s  Belgrade  pursued  policies  that  set  off  torrid  infla-      this  polyglot  mini-empire  together.  Incredibly,  such  a 


FUNDAMENTALS 

An  interview  with  MSF  Jr.  by  Rush  Limbaugh  that  appeared  in  the  July  1995  issue  of  the  Limbaugh  Letter. 


Rush  Limbaugh:  You  are  profoundly  interested  in 
economic  growth  as  an  ideal,  as  a  political  concept,  as 
something  the  Republican  Party  should  embody. 
Does  the  current  Republican  Party,  from  the  presi- 
dential field  to  Congress,  adequately  sponsor  this  con- 
cept as  far  as  you're  concerned? 

Steve  Forbes:  In  the  abstract  the  GOP  does,  but  I 


think  it  doesn't  fully  understand  what  makes  econom- 
ic growth  possible.  Removing  tax  and  regulatory  bur- 
dens does.  Ronald  Reagan  had  it  right,  and  Governor 
Whitman  of  New  Jersey  has  it  right.  If  you  want  to 
reduce  the  tax  burden  on  the  economy,  you  have  to 
make  that  the  center  of  your  strategy,  the  center  of 

(continued  on  p.  300) 
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destructive  course  was  unwittingly  aided  and  abetted  by 
the  International  Monetary  Fund,  with  the  approbation 
of  the  U.S.  The  IMF  repeatedly  prescribed  currency 
devaluations  to  improve  the  trade  balance,  but  this  had 
the  devastating  effect  of  fueling  inflation.  High  taxes, 
enacted  at  IMF  urging  in  order  to  balance  the  budget, 
drove  the  economy  further  into  the  ground. 

The  20th  century  is  replete  with  bloody  examples  of 
how  virulent  inflation  breeds  murderous  extremism: 
Imperial  Russia  before  the  Bolshevik  takeover  in  1917; 
Germany  in  the  early  1920s,  when  inflation  destroyed 
the  savings  of  the  middle  class — an  enormous  boost  to 
Hitler's  rise;  and  China  in  the  mid- 1940s,  when  infla- 
tion destroyed  the  urban  base  of  the  anticommunist 
Nationalist  government — thereby  aiding  the  commu- 
nists' civil  war  victory. 


Second,  a  more  obvious  lesson:  the  truth  of  Teddy 
Roosevelt's  maxim,  that  we  should  "Speak  softly  and  carry 
a  big  stick."  In  other  words,  have  a  policy;  let  everyone 
know  what  it  is,  and  then  be  prepared  to  vigorously  back  it 
up.  A  direct  warning  from  the  U.S.  in  1991  to  Serbian 
gangster-dictator  Milosevic  not  to  march  on  Croatia  or 
Bosnia  would  have  sufficed  to  prevent  the  war.  Our  word 
was  then  credible  because  of  the  Gulf  war.  But  the  word 
"Don't!"  was  never  spoken.  Unfortunately,  the  Clinton  Ad- 
ministration continued  and  expanded  the  destructive  pol- 
icy of  pious-platitudes-with-no-effective-follow- through. 

Third:  Unless  the  U.S.  takes  the  lead,  no  credible,  concert- 
ed action — in  this  part  of  Europe  or  elsewhere — is  possible. 

Finally:  Remind  ourselves  of  Bismarck's  admonition  to 
his  countrymen  that  the  Balkans  are  not  worth  the  bones 
of  a  single  soldier. 


IN  A  MOVE  REMINISCENT  OF  THE  OLD  SOVIET  UNION 


California  decreed  in  1990  that,  starting  in  1998,  auto 
manufacturers  have  to  offer  electric  vehicles  for  sale  in  the 
state,  totaling  2%  of  all  new  cars.  That  government- 
ordered  share  ratchets  up  to  10%  by  2003.  Other  states, 
such  as  New  York  and  Massa- 
chusetts, have  issued  similar  decrees, 
ostensibly  to  reduce  air  pollution. 

These     hubristic,     misbegotten 
measures  must  be  removed.  Their 
flaws  are  overwhelming.  Few  people 
are  going  to  buy  these  contraptions 
costing  at  least  twice  as  much  as  their 
gas-powered  equivalents.  Since  elec- 
tric cars  are  too  expensive,  manufac- 
turers will  have  to  raise  the  prices  of 
their   other   vehicles   to   subsidize 
them.  These  increased  costs  will  in- 
duce people  to  keep  older,  more  polluting  cars  longer. 
The  mileage  range  of  electric  cars  is  short,  between  50  and 
70  miles.  And  it  takes  hours  to  recharge  the  battery  each 
day,  which  brings  up  an  even  more  fundamental  flaw. 


Electric  can  Government  wishful  thinking  can't  fix 
shortcomings  of  price,  convenience  and  pollution. 


Electric  vehicles  may  cut  certain  emissions,  but  they  will 
increase  other  forms  of  pollution.  Even  if  lead  is  recycled, 
not  mined,  to  produce  batteries,  lead  emissions  will  in- 
crease five-fold.  And  when  involved  in  accidents,  electrics 
can  leak  gallons  of  toxic  battery  acid. 
A  massive  switch  to  electric  vehicles 
will  also  increase  pollution  from  elec- 
tric utility  plants,  over  half  of  which 
use  coal  as  their  primary  fuel. 

There  are  more  practical  ways  to 
fight  undesirable  automotive  excre- 
tions. The  major  polluters  are  aged 
cars.  New  autos  spew  only  a  fraction 
of  the  pollutants  of  their  clunky  pre- 
decessors. Tailpipe  emissions  of  hy- 
drocarbons, for  example,  are  down 
96%  from  the  1960s.  Technology  is 
being  developed  that  will  further  reduce  undesirable  emis- 
sions. Since  10%  of  the  dirtiest  cars  produce  50%  of  the 
pollution,  why  not  offer  big  cash  incentives  nationwide  to 
turn  in  these  belching  dinosaurs,  and  then  scrap  'em? 


RE  DISNEY-ABC 


Rkmkmbkr  how  a  sensational  series  of  mergers  were  going 
to  make  Sears  and  American  Express  global  financial 
supermarkets?  Remember  how  the  combinations  of  Sony 
with  Columbia  Pictures  and  Matsushita  with  MCA  would 
make  each  an  unstoppable  entertainment  empire?  There's 


nothing  in  the  Disney-ABC  get-together  that  couldn't 
be  better  achieved  by  a  strategic  alliance.  Creating  prod- 
uct and  distributing  it  are  two  distinct  businesses.  The 
two  partners  have  been  superbly  managed.  They  would 
have  been  better  off  if  they  had  stayed  single. 


THIS  POLITICO  THINKS  FOR  HIMSELF 

To  Renew  America — by  Newt  Gingrich  (HarperCollins      his  childlike  curiosity  or  enthusiasm,  which  is  why  he  is 
Publishers,  $24).  Refreshing  contrast  to  bombastic  bro-      knowledgeable  on  many  topics,  ranging  from  dinosaurs 


mides  usually  proffered  by  book-writing  pro- 
fessional pols.  Yes,  much  of  this  reads  like  a 
speech,  but  House  Speaker  Gingrich  has  many 
intriguing  things  to  say.  He  has  a  firm  sense  of 
where  the  country  is  and  of  the  opportunities 
provided  by  the  convergence  of  the  end  of  the 
Cold  War  with  the  advent  of  the  Information 
Age.  He  is  well-read  in  history.  He  understands 
the  importance  of  ideas  and  how  they  shape 
the  world  we  live  in.  While  he  knows  how  to 
use  political  brass  knuckles,  he  has  never  lost 


< 


Newt 
Gingrich 


lb  Renew 
America 


to  zoos  to  outerspace  to  what  makes  civiliza- 
tions tick.  His  openness  to  high-tech  innova- 
tions and  public  policy  reforms  is  contagious. 
The  best  part  of  the  book  is  his  discussion  of 
the  Earning  by  Learning  program,  a  privately 
financed  effort  that  monetarily  rewards  poor 
children  for  reading. 

Gingrich  is  not  yet  as  well -versed  in  incentive 
economics  as  Jack  Kemp  and  is  just  beginning 
to  grapple  with  foreign  policy  issues.  But  this 
is  a  man  who  learns  quickly.  WM 
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"Few  fund  companies  can  now  match 
the  depth  and  quality  of  T.  Rowe  Price's 
domestic-stock  line  up." 

Morningstar  Investor  s/ss 


In  over  55  years  of  managing 
investments,  we've  tried  to  do  what's 
best  for  our  clients.  To  us  that  means 
recognizing  not  only  the  importance 
of  returns  but  also  of  risk. 

We're  pleased  that  the  results  of 
our  efforts  have  been  noted  by  others. 
In  large  measure,  the  Morningstar 
ratings  shown  reflect  the  thorough, 
fundamental  stock  analysis  that 
backs  every  equity  fund  at  T.  Rowe 
Price,  through  every  market  environ- 
ment, regardless  of  the  fund's 
objectives  or  management  style. 

To  learn  more,  call  for  a  free 
report  on  any  of  our  domestic  stock 
funds  today.  As  with  any  stock  fund, 
there  v/ill  be  price  fluctuation.  Past 
performance  cannot  guarantee  future 
results.  The  minimum  investment  is 
$2,500  per  fund  ($1,000  for  IRAs). 
No  sales  charges. 


Morningstar  risk-adjusted  performance 
ratings  for  the  period  ended  6/30/95* 

Fund 

Overall 

3yr 

5  yr       10  yr 

Balanced 

•••• 

•••• 

••••   •••• 

Capital  Appreciation 

•••• 

•••• 

•••• 

Equity  Income 

•••• 

•••• 

•••• 

Growth  &  Income 

•••• 

•  ••• 

••••     ••• 

Growth  Stock 

•••• 

•••• 

•••     •••• 

Mid-Cap  Growth 

••••• 

•  •••• 

-           - 

New  America  Growth 

•••• 

•  ••• 

•••• 

New  Era 

••• 

•••• 

•••      ••• 

New  Horizons 

••• 

•  •••• 

••••      •• 

OTC 

••• 

•  •••• 

•••       •• 

Science  &  Technology 

••••• 

*•••• 

•  •••• 

Small-Cap  Value 

••••• 

•  •••• 

••••• 

Spectrum  Growth 

•••• 

•  ••• 

•  ••• 

The  follow 
of  less  than 

ng  funds  have  performance  records 
3  years,  and  therefore  are  not  rated. 

Blue  Chip  Growth 
Capital  Opportunity 
Dividend  Growth 

Persona 
Persona 
Value 

[  Strategy  Balanced 
Strategy  Growth 

Call  24  hours  for  a 
free  report  and  prospectus 

1-800-541-6139 


Invest  With  Confidence 

T.RoweRice 


*The  Morningstar  statement  is  based  on  its  proprietary  rating  system.  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  6/30/95.  These  ratings 
mav  change  monthly  Ratings  are  calculated  from  the  funds'  3-.  5-,  and  10-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  adjustments 
and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill  returns.  Funds  with  performance  records  of  less  than  3  years  have  not  been  assigned  a  star  rating  1,234 
906.  and  459  equitv  funds  were  rated  for  the  3-.  5-.  and  10-year  periods  ended  6/30/95,  respectively.  Ten  percent  of  the  funds  in  an  investment  category  receive  5  stars,  the  ne\i 
11  5  receive  4.  the  next  35%  receive  3,  and  the  next  22  5%  receive  2.  Past  performance  cannot  guarantee  future  results  Investment  return  and  principal  value  will  vary  and  shares 
may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and 
expenses.  Read  it  carefully  before  you  invest  or  send  money.  T  Rowe  Price  Investment  Services,  Inc.,  Distributor.  DEQ02761 1 


YOU  KNEW  WE  WERE  INTO 
PLUMBING,  BUT  HERE  ARE  SOME 
THINGS  YOU  MAY  NOT  KNOW: 


WE  MAKE  ANTI-LOCK  BRAKING 
SYSTEMS  (ABS)  FOR  HEAVY  TRUCKS 
AND  BUSES.  ABS  systems  developed 
by  our  WABCO  subsidiary  are  on 
more  than  half  the  heavy  trucks  in 
Europe.  Even  though  ABS  is  not  yet 
mandated  in  the  U.S.,  we're  already 
there  too.  WABCO  is  also  responsible 
for  even  more  advanced  trucking 
innovations  like  electronic  controls 
for  braking  systems  (EBS)  and  air 
suspension  systems. 

WE  MAKE  HALF  OF  THE  LARGE 
CHILLERS  COOLING  COMMERCIAL 
BUILDINGS  IN  NORTH  AMERICA. 
OurTrane  division  is  a  world  leader 
in  commercial  air  conditioners  and 
the  maker  of  residential  products 
whose  durability  is  legendary. 

WE  MAKE  TOILETS  (SURPRISE)  FOR 
CHINA.  The  standard  of  living  there 
continues  to  improve  dramatically. 
And  since  we're  the  world's  largest 
maker  of  plumbing  products,  it's 
a  perfect  opportunity. 

THE  WAY  WE  MAKE  THESE  PRODUCTS 
MAKES  HEADLINES.  Other  companies 
actually  send  their  people  to  see 
how  our  revolutionary  demand-flow 
manufacturing  process  works. 

SO  TO  FIND  AMERICAN  STANDARD 
JUST  LOOK  WHERE  THERE'S 
OPPORTUNITY.  No  matter  where  in 
the  world  that  happens  to  be. 


AMERICAN  STANDARD  COMPANIES. 
MORE  THAN  YOU  EVER  EXPECTED. 


Other  Comments 


Deep  Regret 

Sarajkvo  remains  besieged,  its  people 
subjected  to  daily  shelling,  its  airport 
and  highways  closed.  Day  after  day  a 
child  is  hit  by  shrapnel,  a  mother  killed. 

Perhaps  President  Clinton  and  his 
fellow  leaders  are  finally  facing  the  cost 
of  their  weakness.  The  President  told 
reporters  [recently]:  "The  only  thing 
that  has  ever  worked  in  the  last  two 
and  a  half  years  is  when  the  Bosnian 
Serbs  thought  the  United  Nations 
would  permit  NATO  and  the  Amer- 
icans who  are  working  v\ith  NATO  to 
use  air  power  to  stop  the  aggression." 

It  is  hard  to  read  the  President's 
words  without  bitter  realization  of 
how  many  lives  could  have  been 
saved  if  he  had  acted  long  ago  to 
stop  genocidal  aggression  the  only 
way  it  can  be  stopped:  by  strength. 
-Anthony  Lewis,  New  York  Times 


Reading  Pays 


People  argue  that  paying  children  to 
read  is  objectionable.  First,  many  poor 
children  grow  up  in  neighborhoods  in 
which  the  pressures  are  against  read 
ing.  Incentives  give  us  tremendous 
leverage.  Second,  these  children  hear 
incentives  to  other  behaviors  on  TV 
and  radio  every  day.  Third,  virtually 
every  middle-class  family  I  know  uses 
at  one  time  or  another  incentives  to 
motivate  their  children  to  learn  more — 
a  new  baseball  glove,  a  bicycle,  a  trip  to 
Disney  World.  Earning  by  Ixarning  is 
trying  to  help  children  whose  parents 


and  neighbors  may  not  have  enough 
money  to  offer  incentives.  The  results 
prove  it  is  worth  the  effort. 
-Newt  Gingrich,  To  Rcnnv  America 


Why  aren't  resource-rich  Third 
World  countries  the  wealthiest  in 
the  world?  It  is  because  their  gov- 
ernments deny  citizens  the  liberty  to 
use  their  God-given  talents.  Man's 
greatest  resource  is  himself,  but  he 
must  be  free  to  use  that  resource. 
-Margaret  Thatcher,  former 

prime  minister,  Great  Britain, 

in  Imprimis 

All  the  Rage 

Thk  GREAT  thing  about  being  a 
Babv  Boomer  is  that  you're  always  at 
a  trend}'  age.  Whatever  is  on  the 
minds  of  all  those  extra  people  born 
from  1946  to  1964  is  necessarily  also 
on  the  mind  of  anybody  else  who 
wants  to  sell  to  them  or  get  their 
votes.  And  as  all.  the  world  knows, 
what's  on  the  Boomers'  minds  is 
themselves  and  their  riveting  encoun- 
ters with  the  routine  phases  of  life. 
-Wll.l  [AM  S.  RUKEYSER, 
Atlantic  Monthly 

Cut  It  Out 

Thk  Institute  for  Policy  Innovation 
recently  released  Government:  Amer- 
ica's #7  Growth  Industry.  It  reveals 
that  the  U.S.  public  sector  employs 


'Let's  play  like  these  are  mutual  funds,  Jeffy.  Opt  for  load  or  no-load." 


about  half  a  million  more  workers 
than  the  entire  manufacturing  sector. 
Industry  is  producing  more  with 
less.  Government  is  producing  less 
with  more. 

Wasn't  Al  Gore's  celebrated  rein- 
venting government  plan  going  to 
solve  this  problem?  Efficiency  expert 
Peter  Drucker  has  calculated  that 
Gore  will  be  fortunate  if  his  reinven- 
tion efforts  cut  government  costs  and 
bureaucracy  by  even  0.2%.  Part  of  the 
problem  is  that  Gore  wants  to  rein- 
vent programs  that  never  should  have 
been  invented  in  the  first  place. 
-National  Review 

Off-Kilter 

President  Clinton  is  a  great  cam- 
paigner, and  he  is  superb  at  using 
words.  But  he  has  lost  the  ability  to 
frame  issues,  which  is  an  incumbent 
President's  greatest  asset.  Like  the 
House  Democrats,  the  President  is 
waiting  for  something  to  turn  up — a 
Republican  stumble,  a  large  shift  in 
opinion,  an  independent  candida- 
cy— and  perhaps  something  will.  But 
by  failing  to  follow  through  on  his 
1992  promise  to  be  a  "new  Dem- 
ocrat" activist  problem  solver,  by 
seeming  instead  to  be  an  old  Dem- 
ocrat, he  has  put  himself  at  the 
mercy  of  events.  That  is  not  a  good 
place  for  the  candidate  of  the  minor- 
ity party  to  be. 
-Michael  Baronk, 
U.S.News  &  World  Report 

Karma  On  Line 

WHAT  is  THE  SOUND  of  one  keyboard 
tapping?  The  Buddhist  monks  of  Tha 
Ton  in  northern  Thailand  may  soon 
have  the  answer:  The  village  temple 
has  introduced  a  computer  course  for 
the  dozens  of  young  monks  who  come 
to  the  town  every  year,  in  the  hope 
that  providing  modern  skills  will  help 
keep  them  up-to-date  with  the  secular 
world.  The  temple's  head  monk, 
apparently  a  firm  believer  in  Thailand's 
modernization  process,  also  travels  the 
monastery  grounds  by  car  and  rarely 
strays  from  his  cellular  phone. 
-Details  magazine  M 
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"Ask  not  what  your  country 
can  do  for  you — ask  what  you  can 
do  for  your  country  " 

— John  E  Kennedy 

ADM's  Clinton,  Iowa  corn  plant  pioneered  fructose 
production  from  corn  20  years  ago. 

Today,  the  resulting  corn  refining  industry  and  the 
byproducts  therefrom  represent  a  $17  billion  industry  which: 

1.  Saves  sugar  consumers  $1.5  billion  a  year. 

2.  Adds  $1.5  billion  a  year  to  the  value  of  the  farmer's  crop. 

3.  Saves  taxpayers  $500  million  a  year. 

4.  Contributes  $4  billion  to  reduce  our  nation's  trade  deficit. 


What  ADM  has  done  for  the 
economy  of  our  country  can  he  counted 
in  billions  of  dollars. 


©ADM 


&9ADM 

Supermarket  to  the  world 


ET  LOST  IN  IT. 


Tahoe 

LIKE  A  ROCK 


Ks»      a 


UNTIL  NOW, 


CUSTOMERS  ABROAD 


HAD  TO  PAY  TO  CALL 


YOUR  800  NUMBER. 


AI&Tintroduces  USADirectm800 

Service.  The  only  way 

to  make  your  800 

number  toll-free  worldwide. 

Until  now,  your  customers  outside 
North  America  had  to  pay  every  time 
they  called  your  800  number. 

Today,  that  barrier  to  global 
business  comes  down.  Because  with 
AT&T's  new  USADirect  800  Service, 
customers  in  over  130  countries 
can  call  your  existing  800  number 
absolutely  toll-free. 

No  one  else  lets  your  domestic  800 
number  reach  the  global  market 
toll-free.  For  the  first  time,  there's  no 
charge  when  your  customer  dials  your 
800  number  via  the  AT&T  access  code. 
And  from  country  to  country,  your 
number  is  the  same. 

Over  130  countries.  One  number. 
Toll-free.  A  world  of  new  markets  and 
new  opportunities  awaits.  Exclusively 
from  AI&T.  For  more  information  about 
AT&T  USADirect  800  Service,  call 
800655-1441,  Ext  902  From  outside 
North  America,  dial  the  same  number 
preceded  by  the  AT&T  access  code. 
And  let  freedom  ring. 
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DIDN'T  FEEL  WELCOME. 


AT&T  For  the  life  of  your  business; 


AT&T 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


THE  BOOKS  OF  SUMMER  HI 


My  summer  READING,  in  this  the  fiftieth  anniversary  year  of 
the  end  of  World  War  II,  focused  on  some  of  the  leaders  of 
our  ally  Great  Britain  before  and  after  the  events  of  1939-45. 
Books  about  Winston  Churchill  continue  to  flood  the 
stores,  a  testimony  to  his  greatness.  But,  in 
order  to  be  published  now,  an  author  must 
apparendy  strive  to  be  different  and  be  crit- 
ical of  Churchill.  In  Churchill:  The  Un- 
ruly Giant  by  Norman  Rose  (The  Free 
Press,  S25),  the  author  finds  new  things  to 
criticize:  Churchill  did  not  make  his  views 
on  Hider  clear  enough;  all  that  Churchill 
really  sought  was  to  protect  British  influ- 
ence after  the  war;  and  his  determination 
to  fight  on  alone  was  wrong  because  everyone   knew 
England  could  not  win.  To  anyone  who  lived  through  and 
participated  in  those  days,  this  is  self-evident  nonsense. 

A  more  conventional  view  of  Chur- 
chill is  Anthony  Montague  Browne's 
Long  Sunset  (Cassell,  London,  £20). 
Montague  Browne  was  Churchill's  last 
private  secretary,  in  addition  to  having 
been  a  WWII  RAF  fighter  pilot.  He 
later  became  a  diplomat  and  has 
amassed  a  fund  of  anecdotes  about  his 
own  long  career  and  about  his  years 
with  Churchill  from  1952  until 
Churchill's  death  in  1965.  Although  Churchill  is  not 
portrayed  as  flawless,  his  gigantic  presence,  his  humanity 
and  his  sense  of  fun  shine  through  this  work. 

These  books  led  me  to  reread  two  splendid  biographies 
on  Churchill's  contemporaries.  Macmillan:  1957-1986 
by  Alistair  Home  (Macmillan,  London,  £18.95)  bears  up 
well  the  second  time.  Macmillan  was  one  of  the  most  inter- 
esting of  England's  prime  ministers,  and  he 
regarded  politics  as  a  required  activity  for 
his  class  and  became  increasingly  adept  at 
it.  Through  a  lifetime  of  personal  unhappi- 
ness,  Macmillan  developed  the  strength  to 
rise  above  shattering  blows,  covering  his 
pain  with  flippant  remarks.  In  June  1961 
John  F.  Kennedy  went  to  London  after  ter- 
rible meetings  with  Khrushchev  in  Vienna 
and  complained  about  the  treatment  he 
and  Jackie  had  received  from  the  Austrian  press.  "How 


would  you  react,  [Prime  Minister],  if  somebody  should  say 
'Lady  Dorothy  is  a  drunk!'?"  Macmillan  told  Kennedy, 
"I  would  reply,  'You  should  have  seen  her  mother!'" 
This  is  a  superb  biography  of  a  brilliant  and  wise  leader. 

F.E.  Smith:  First  Earl  of  Birkenhead  by  John  Camp- 
bell (Jonathan  Cape,  London,  £30)  proved  even  better  this 
time  around.  Smith,  one  of  the  greatest 
English  barristers  of  his  time,  achieved 
almost  instant  recognition  through  the 
brilliant  and  witty  speeches  he  made  to 
the  Oxford  Union  as  an  undergraduate 
and  through  his  early  and  astonishing 
success  at  the  bar.  His  maiden  speech  in 
the  House  of  Commons  in  1906  is  one 
of  the  most  famous  in  that  body's  long 
history.  Great  sarcastic  wit,  intense  prepa- 
ration and  driving  ambition  were  the  hallmarks  of  his  suc- 
cess. His  death  at  58  deprived  England  of  his  extraordinary 
talents,  his  fascinating  personality  and  his  unmatched  legal 
and  political  skills.  This  is  a  thorough,  well-written  study, 
penned  with  a  pace  that  makes  it  read  like  a  novel. 

The  Path  to  Power  (HarperCollins 
Publishers,  S30)  is  the  conclusion  of  the 
autobiography  of  that  remarkable  world 
leader,  Margaret  Thatcher.  The  second 
(first,  chronologically)  in  a  two-volume 
set,  this  takes  a  fond  look  back  at  her 
childhood.  To  those  who  know  Mrs. 
Thatcher  only  through  press  accounts  of 
the  "Iron  Lady,"  her  book  will  come  as 
something  of  a  revelation.  But  to  those 
who  know  her  well  and  realize  the  extraordinary  way  in 
which  she  changed  the  United  Kingdom  and  much  of  the 
world  for  the  better,  this  book  relates  the  origins  of  one 
of  the  most  amazing  political  and  governmental  careers  of 
our  time.  It  lets  all  see  her  humane,  appealing  qualities, 
her  compassion  and  her  great  skills  in  a 
way  that  has  not  previously  been  done. 

One  of  the  problems  in  reading  books 
about  these  leaders  is  the  light  shed  on 
the  inadequacies  of  our  present  masters. 
Last,  purely  for  enjoyment,  I  devoured 
P.  D.  James'  latest  Inspector  Dalgliesh  de- 
tective novel,  Original  Sin  (Alfred  A. 
Knopf,  S24),  and  highly  recommend  it.^ 
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The   wo  rid    puts 


Every  day  they  meet. 


Millions  of  investors  and 


more  than  2,600  companies 


from   around   the   world. 


Generating  the  capital  that 
creates    vital    products, 


services  and   jobs,   and   a 


better  quality  of  life  for  all. 


This  is  the  New  York 


Stock  Exchange.  Home  to 
the  world's  leading  com- 
panies. Where  investors' 
interests  always  come 
first.  Where  more  capital 
is  raised  than  in  any  other 
equities  market.  And 
where  a  competitive 
auction   market   brings 


)  1995  New  York  Stock  Exchange,  Inc 


ts    stock    in   us. 


together  buyers  and  sellers, 
enabling  each  to  get  the 
best  possible  price. 

Powered  by  the  most 
technologically  advanced 
trading  and  surveillance 
systems,  the  New  York  Stock 
Exchange  demands  that  every 
trade  occur  openly  and  fairly, 
with  equal  preference  to  all 
investors,  large  or  small. 

Integrity.  Liquidity. 
Technology.  Global  vision.  Just 
a  few  of  the  reasons  why  the 
world  puts  its  stock  in  us. 


THE  NEW  YORK  STOCK  EXCHANGE 


Only  one  company  on  earth 

has  this  many  ways  to 
help  you  manage  your  risks. 

•  All  forms  of  property/casualty  insurance  through  brokers 

•  Claims  management  and  cost  containment  services 

•  Global  employee  benefits 

•  Loss  control  and  engineering 

•  Political  risk  coverage  and  trade  financing 

•  Emergency  evacuation  and  security  services 

•  Economic  and  political  assessment 

•  Local  currency  financing 

•  Direct  equity  investment  funds  in  many  countries 

•  Infrastructure  finance  in  Asia  and  Central  Asia 

•  Interest  rate  and  currency  swaps  and  hedging 

•  Trading  and  market  making  in  foreign  exchange, 
interest  rates,  base  and  precious  metals, 
petroleum  and  natural  gas 

•  Aircraft  leasing  for  airlines 


With  75  years  of  international 
experience,  only  triple-A-rated  A1G 
has  the  worldwide  insurance  and 
financial  services  capabilities  to 


help  you  manage  all  your  balance 
sheet  and  other  risks.  And  our  list 
of  ways  to  help  you  manage  risks 
continues  to  grow. 


World  leaders  in  insurance  and  financial  services. 

For  more  information,  write  to  American  International  Group.  Inc.. 
Dept.  A.  7()  Pine  Street.  New  York.  NY  10270.  Or  fax  212.425.3499 
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U.S.  trade:  The  red  ink  tide  rises 


All  optimistic  economic,  forecasts  about 
U.S.  economic  growth  over  the  next  couple  of 
years  assume  that  U.S.  trade  will  soon  re- 
bound sharply.  Unfortunately,  the  assump- 
tion may  well  turn  out  to  be  exaggerated. 

True,  there  is  massive  room  for  improve- 
ment on  the  trade  front.  The  U.S.  merchan- 
dise trade  account,  covering  imports  and 
exports  of  manufactured  goods,  is  now  in  its 
worst  hole  ever,  and  this  despite  the  fact  that 
manufactured  exports  have  been  growing  at 
double-digit  rates  for  most  of  the  last  18 
months.  Exports  in  such  areas  as  machine 
tools,  electronics  and  even  agriculture 
(Forbes,  June  5)  are  now  at  record  levels. 
Even  so,  the  goods  deficit  is  currently  run- 
ning at  an  annual  rate  in  excess  of  S 161  billion, 
deeper  in  the  red  than  the  SI 60  billion 
scored  in  1987. 

America's  trade  problem,  of  course,  is  that  | 
the  country's  appetite  for  imported  goods, 
from  cars  to  capital  equipment,  grows  faster 
than  other  countries'  appetite  for  our  exports. 
The  mounting  U.S.  trade  deficit  in  goods 
also  completely  overshadows  record  surpluses 
in  trade  in  services.  Such  items  as  entertain- 
ment, banking,  insurance  and  consulting  now 
run  a  surplus  in  excess  of  S38  billion  (at  an 
annual  rate).  In  addition,  travel  and  tourism  is 
running  a  net  surplus  of  better  than  $22 
billion  a  year  (that  is,  even  after  allowing  for 
what  U.S.  residents  spend  abroad). 

Add  it  all  up — the  huge  deficits  in  manu- 
factured-goods  trade,  versus  the  services'  sur- 
pluses, and  allow  for  such  transfer  payments 
abroad  as  the  cost  of  military  operations,  aid, 
net  payments  on  foreign  assets  and  the 
like — and  the  result  is  the  U.S.'  overall  exter- 


nal balance.  It  is  also  called  the  current  ac- 
count, and  it  is  deeply  in  the  red:  S 1 56  billion 
in  1994,  up  from  a  deficit  of  SI  04  billion 
in  1993. 

Isn't  the  cheaper  dollar  supposed  to  be 
balancing  out  our  trade  imbalances?  William 
R.  Cline,  of  the  Washington-based  Institute 
for  International  Economics,  says  trade  per- 
formance closely  follows  changes  in  real  ex- 
change rates — but  only  after  a  two-year  lag. 
Using  this  relationship,  he  calculates  that  by 
the  end  of  this  year,  the  current  account  deficit 
will  hit  at  least  SI 80  billion  (see  chart)  before 
improving  somewhat  to  around  SI 60  billion 
through  the  first  half  of  1997.  "If  the  dollar 
had  remained  at  its  1994  levels,"  says  Cline, 
"we  would  have  been  facing  a  current  ac- 
count deficit  of  S210  billion  in  1997." 


The  trade  hole  deepens 

U.S.  current  account  balance  (Sbillions) 

50     ^^^MMT 


•80  '85  '90  '95  est 

Sources:  Bureau  of  Economic  Analysis;  Institute  for  International  Economics 

Based  on  past  experience,  the  dollar's  decline 
since  1994  suggests  the  current  account  deficit  will 
recover,  a  bit,  in  1996.  If  the  recent  dollar  rally 
continues,  however,  the  recovery  may  be  stillborn. 


The  dollar  rally  has  legs 

Cline  continues:  "The  dollar  has  declined 
by  less  than  is  generally  realized."  It  has  gone 
down  by  17.5%  against  the  yen  and  13% 
against  the  German  mark,  but  only  by  7% 
against  industrial  country  currencies  overall. 
Against  developing  countries'  currencies  as  a 
group  the  dollar  is  unchanged  from  its  average 
level  in  1994.  This  is  important  since  some  of 
the  best  foreign  customers  for  U.S.  goods  and 
services  are  in  emerging  parts  of  the  world,  Latin 
America  in  particular. 

The  dollar  has  rallied  during  the  past  month 
against  the  yen  and  mark,  and  the  rally  looks  as  if 
it  will  continue  for  some  time.  In  early  August 
Japan's  Finance  Ministry  announced  plans  to 
drive  the  yen  down.  And  Martin  W.  Hiifner, 
chief  economist  of  Bayerische  Vereinsbank  of 
Munich,  predicts  that  when  Europe  begins  to 


move  toward  a  single  currency,  which  he  thinks 
could  happen  as  soon  as  next  year,  traders  will 
switch  from  German  marks,  French  francs  and 
other  European  currencies  into  the  dollar, 
strengthening  the  greenback. 

According  to  Hiifner:  "German  firms  are 
surprised  every  day  at  how  tough  and  interna- 
tional-minded American  companies  have  be- 
come." But  despite  this  and  the  weaker  mark, 
Hiifner  believes  that  German  demand  for  U.S. 
goods  will  be  less  than  expected.  He  explains 
that  Germany's  overall  2.9%  growth  this  year 
is  made  up  of  8%  growth  in  the  old  East  Germa- 
ny but  just  under  2%  in  the  west — "the  part 
that  buys  American  goods,"  he  says. 

Hiifner  expects  western  German  growth  to 
slow  to  under  1.5%  next  year.  That  would  be  bad 
news  indeed  for  American  exports.  Hi 
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THE  FORBES  INDEX 


BY  SHIOMO  Z.  REIFMAN 


The  Forbes  Index  (1967=100) 
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The  Commerce  Department's  index  of  leading  econom 
ic  indicators  for  June  rose  0.2%,  the  first  increase  in  five 
months.  Through  the  first  half  of  1995  wages  and  salaries 
of  U.S.  workers  rose  1.1%,  or  only  half  as  fast  as  they  did 
through  June  of  last  year.  "Americans  cannot  keep  bor- 
rowing in  order  to  spend,"  says  L.  Douglas  Lee,  chief 
economist  at  NatWest  Markets  in  Washington,  D.C.  Lee 
sees  a  slowdown  in  credit  growth  on  the  horizon  and  pre- 
dicts that  the  federal  funds  rate  (currently  5.75%)  will  be 
cut  to  5%  by  the  end  of  this  year. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.75% 

Auto  sales  year  to  date  vs  1994' 

Ward's  Automotive 
Dept  of  Commerce 

-3.2% 
0.2% 

Index  of  leading  indicators  June  vs  May 

Trade  balance2 12  months  ended  May  1995 

Dept  of  Commerce 

-$118bil 
0.2% 

All-commodity  producer  price  index1  June  vs 

May 

Dept  of  Labor 

GDP  2nd  quarter  vs  1st — annualized  growth 

Dept  of  Commerce 

0.5% 

M2'  (3-month  change) — annualized  growth 

Federal  Reserve 

5.8% 

1  U.S.-based  manufacturers,  excludes  imports,  as  of  7/31/95.  ^otal  goods  and  services.  Wholesale  goods. 
4  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 


123 


120 


Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Consumer  price  indexes  (1982-84  average=100 

all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

(Ibillions),  seasonally  adjusted  (Dept  of  Commerce) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


Personal  income  (Ibillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


200 


190 


180 


170 


ml 


975 


925 


875 


825 


#W    ■ 


d 


Retail  sales  (Stallions). 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  (Stallions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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It  took  over  1000  years  to  complete. 
They  say  problems  getting  financing  held  things  up. 


Uur  point  is:  you  need  financial  solutions,  not  problems. 

USL  Capital  provides  a  diverse  range  of  commercial  financing  services. 

But  in  everything  we  do,  our  trademark  is  the  same:  skillfully  crafted  solutions, 

shaped  the  customer's  way,  delivered  with  unusual  speed. 

Precisely  why  we've  built  our  commercial  financing  company  around  extremely  capable  people. 

They're  experienced,  highly  knowledgeable,  empowered  to  make  decisions  —  and  accountable. 

Perhaps  it's  time  you  turned  to  us.  Our  financing  solutions  will  keep  things  moving. 
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Municipal  and 
corporate  Financing 

Invests  in  municipal  and 

corporate  securities. 

Financing  to  state 

and  local  governments. 

(800)  559-8088 

S 1995  USL  Capital  Corporation 


Fleet 
Services 

Lease  financing  and 

management  services 

for  commercial  fleets. 

(800)  393-8088 


Real  Estate 
Financing 

Intermediate-term, 

first  mortgage  loans 

on  income-producing 

properties. 

(800)  557-8088 


CAPITAL 


Business  Equipment 
Financing 

Financing  for  office, 

manufacturing  and 

other  equipment. 

(800)  938-8088 


Rail 

Services 

Rail  fleet  management. 

Operating  leases  to 

shippers  and  railroads. 

(800)  797-8088 


Transportation  and 
Industrial  Financing 

Finances  large-balance 

transportation  equipment 

and  industrial  facilities. 

(800)  599-8088 

Ford  Financial 


Ladies  and  gentlemen, 
start  your  families. 


Why  does  a  mini- 
van  have  to  have 
that  heavy 
sliding  door? 
It  doesn't. 
We  gave  ours 
four  doors  and 
power  windows. 


Just  twist  two  dials,  and  in  3.5  seconds, 
you'll  be  saying  "what  rear  seat?" 


Ufa 


5  s.  a 


No  matter  what  you  end  up  carrying,  the  first  thing  you  should  pick  up  is  the  phone.  Call  1-800-33-1^101^  :por] 


©  199.5  Amc-nun  Honda  Moo   I  la  I  ik  EX  inoddwkh  accessory  roof  tick  shown.  Hating  worksO  Estate  of  Keith  Hating,  Ahnys  wear  your  seat  belt 


(Or  not.) 


l  dual  airbags.  four- 

disc  brakes  and  an 

;  |  Ilock  braking  system, 

J+ie«  Honda  Odyssey 

.- Jdesigned  to  protect 

imost  precious  cargo. 
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>8  for  more  information.  Introducing  Odyssey.  The  Honda  of  Minivans. 
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Good  news:  Amtrak  may  go  bust  soon,  and  the  U.S. 
may  finally  get  decent  passenger  train  service 
where  it's  really  needed. 

The  Featherbed 


Express 


By  James  R.  Norman 

Next  month  Amtrak,  the  passenger 
railway  system  owned  by  U.S.  taxpay- 
ers since  1971,  will  run  out  of  cash. 
After  absorbing  Amtrak's  red  ink  for 
two  decades,  Congress  is  balking  at 
the  $l-billion-a-year  federal  outlays. 

Next  stop:  bankruptcy  for  the  Na- 
tional Railroad  Passenger  Corp.  This 
could  pave  the  way  for  real  improve- 
ment in  U.S.  rail  passenger  service. 

Have  you  ever  wondered  why 
freight  railroads  make  good  profits 
while  rendering  excellent  service, 
whereas  Amtrak  loses  heavily  and  de- 
livers shoddy  service  as  a  whole?  The 
explanation  is  quite  simple:  pork  bar- 
rel politics  and  labor  unions  that  still 
live  in  the  1950s. 

Amtrak  runs  a  24,500-mile  system 
but  comes  close  to  breaking  even  only 
on  its  heavily  traveled  Northeast  Cor- 
ridor routes  connecting  Boston,  New 
York,  Philadelphia  and  Washington. 

Include  depreciation  on  Amtrak's 
rolling  stock  and  other  noncash 
charges,  and  Amtrak  loses  money 
even  on  that  Northeast  Corridor. 

On  the  sparsely  traveled  long-haul 
routes  like  Chicago/Seattle,  New 
York/New  Orleans  or  Chicago/Los 
Angeles,  Amtrak  loses  huge  amounts 
of  money.  Even  Amtrak  President 
Thomas  M.  Downs  admits:  "We're 
providing  too  much  service." 

Why  not  just  drop  the  moneylosing 
routes?  Antrak  can't  afford  to.  Con- 
gress has  seen  to  that. 

Under  the  1970  act  that  estab- 
lished Amtrak  as  the  National  Rail- 
road Passenger  Corp.,  the  21,300 
employees  of  Amtrak's  13  unions  are 
entitled  to  up  to  six  years'  severance 
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pay  if  they  are  laid  off  because  of 
discontinuation  of  their  route. 

Scrapping  Amtrak's  entire  cross- 
country system  would  cost  as  much  as 
$5  billion  in  severance. 

Worse  yet,  these  severance 
benefits  have  been  extended  to 
freight  railroad  union  members  as 
well  since  the  1970s.  That's  one 
reason  it  has  cost  the  freight  railroads 
so  much  time  and  money  to  shrink 
their  payrolls  and  increase  produc- 
tivity. But,  being  profitable  and  pri- 
vate, they  have  the  money  to  do  so; 
Amtrak  doesn't. 

"This  [severance  system]  is  the  last 
bastion  of  railroad  featherbedding," 
says  Jeff  Nelligan,  spokesman  for  the 
House  Committee  on  Transportation 
&  Infrastructure,  chaired  bv  E.G. 
(Bud)  Shuster  (R-Pa.),  "and  the  bed 
is  the  size  of  a  football  field." 

The  featherbed  makes  it  difficult 
for  Amtrak  to  use  outside  contractors. 
Private  companies  could  do  a  better 
job  and  a  cheaper  one  at  things  like 
servicing  Amtrak's  engines  or  repair- 
ing the  528  miles  of  mostly  high- 
speed track  it  owns  in  the  Boston/ 
New  York/Washington  corridor.  But 
even  if  Amtrak  could  contract  out, 
severance  payments  would  eat  up  the 
savings.  So  relief  is  needed  on  con- 
tracting and  severance.  Otherwise, 
Amtrak  will  keep  pumping  money 
into  three  hopelessly  inefficient  nearly 
century-old  equipment  repair  shops. 

Amtrak's  Thomas  M.  Downs 
He  wonders  if  bankruptcy 
isn't  the  draconian  cure. 
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And  the  taxpayer  will  pick  up  the  bill 
for  the  featherbedding. 

The  fact  is  that  Amtrak  is  terribly 
overmanned.  At  the  time  of  the  1968 
merger  between  the  Pennsylvania  and 
New  York  Central  railroads,  the  com- 
bined companies  employed  about 
1 00,000  workers.  Their  successor  com- 
pany, Conrail,  hauls  a  lot  more  freight 
and  does  it  with  24,000  workers.  That's 
a  measure  of  what  automation  and 
more  efficient  manning  can  do. 

Amtrak?  In  1983  it  carried  19  mil- 
lion passengers  with  18,500  employ- 
ees. Ten  years  later  it  carried  22 
million  riders  using  24,000  workers. 
In  short,  Amtrak's  productivity  actu- 
ally declined  while  that  of  the  freight 


railroads  was  surging. 

Downs,  Amtrak  president  since 
1993,  has  made  a  stab  at  the  problem. 
He  has  cut  out  a  few  of  Amtrak's  least- 
traveled  routes,  paid  some  severance 
and  trimmed  the  total  head  count  to  a 
recent  23,600  while  hanging  on  to 
most  of  its  ridership.  But  Downs  has 
only  scratched  the  surface,  and  there 
is  no  hope  of  privatizing  Amtrak  until 
productivity  is  improved,  the  sever- 
ance problem  solved  and  the  losses 
cut  drastically. 

The  rail  unions  say  that  if  Congress 
doesn't  come  up  with  more  subsidies 
to  keep  Amtrak  running  and  its  un- 
needed  workers  employed,  they  could 
sue  Uncle  Sam  for  up  to  $5  billion  in 


severance  money. 

There  is  hope,  however.  Bankrupt- 
cy could  be  a  way  out  for  Amtrak, 
provided  Congress  repeals  the  section 
of  the  Passenger  Rail  Service  Act  that 
mandates  the  six-year  severance 
payouts.  A  bankrupt  Amtrak  could 
then  unilaterally  cut  unneeded  work- 
ers, leaving  the  unions  to  trv  to  collect 
their  featherbedding  from  Amtrak's 
empty  corporate  shell. 

What  would  happen  in  an  Amtrak 
bankruptcy?  First,  the  holders  of  Am- 
trak's $1 .2  billion  of  equipment  leases 
and  other  debt  could  foreclose  on 
their  collateral,  Amtrak's  engines  and 
passenger  cars,  and  lease  or  sell  them 
to  freight  railroads  or  commuter  op- 
erations. The  Department  of  Trans- 
portation would  take  possession  of 
Amtrak's  main  physical  asset:  its 
Northeast  corridor  track  and  right-of- 
way.  If  it  chose  to  continue  the  service 
there,  it  could  surely  find  private  op- 
erators who  would  be  happy  to  bid  for 
it — if  rid  of  the  albatross  of  antediluvi- 
an labor  contracts. 

Indeed,  bankruptcy  is  shaping  up  as 
the  quickest,  most  politically  painless 
way  to  put  Amtrak  out  of  its  misery. 
House    Transportation    Committee 


Amtrak's  sparsely  traveled 
long-haul  routes  lose  huge 
amounts  of  money.  Admits 
Amtrak's  Downs:  "We're 
providing  too  much  service. 


?) 


head  Shuster  and  Representative  Su- 
san Molinari  (R-N.Y.)  warned  Trans- 
portation Secretary  Federico  Pena  in 
June  to  come  up  with  contingency 
plans  for  an  Amtrak  shutdown.  Shu- 
ster, from  Altoona,  Pa.,  is  no  stranger 
to  railroad  problems;  he  is  a  former 
railway  laborer.  Now,  with  the  col- 
lapse of  union  talks,  he  plans  hearings 
for  Amtrak's  outright  liquidation  for 
the  second  week  of  September. 

On  the  Boston-New  York  route, 
runs  are  relatively  short  and  excellent 
rail  connections  already  exist.  Passen- 
ger railroads  could  almost  certainly 
compete  effectively  with  airlines  on 
both  price  and  time  in  getting  people 
to  where  they  want  to  go.  But  not 
until  the  system  is  in  private  hands  and 
relieved  of  antiquated  union  job-pro- 
tection laws.  Hi 
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There's  a  new  verb  in  town:  "to  dunlap." 
Here,  Scott  Paper  Chief  Executive  Al  Dunlap 
explains  what  the  verb  means. 

"You  want  somebody 
to  like  you,  get  a  dog" 

An  interview  with  Albert  Dunlap  by  Dana  Wechsler  Linden 


Asked  to  name  who  he  thinks  are 
today's  great  business  executives, 
Scott  Paper  Co.  Chairman  Albert 
Dunlap  quicklv  replies:  "Jack  Welch, 
Bill  Gates  and  Al  Dunlap."  Yes,  Al 
Dunlap  thinks  highly  of  himself. 

A  poor  boy  from  Hoboken,  N.J., 
Dunlap  went  to  West  Point  and  start- 
ed his  business  career  as  a  manage- 
ment trainee  at  Kimberly-Clark  Corp. 
In  the  1980s  he  helped  Sir  James 
Goldsmith  turn  around  Crown  Zel- 
lerbach  and  Diamond  International. 
On  Apr.  19,  1994  he  was  hired  as 
chief  executive  of  Scott  Paper.  At  the 
time  the  company  was  losing  money 
and  its  debt  was  on  credit  watch.  Last 
month  Scott  released  record  earnings 
and  announced  that  it  would  merge 
with  Kimberly-Clark  in  a  $7.7  billion 
stock  swap.  At  Kimberly's  recent 
price,  that's  worth  $51  a  share  to 
Scott  investors — up  from  $19  a  share 
when  Dunlap  took  over. 

Webster's  take  note:  Recently  a 
new  verb,  "to  dunlap,''1  and  a  new 
gerund,  ''doing  a  dunlap,'''  have  been 
sighted  in  media  and  analyst  reports. 
They  describe  the  action  of  turning 
around  a  company  at  lightning  speed. 
Forbes  talked  to  58-year-old  Dunlap 
about  his  approach  to  injecting  new 
life  into  tired  old  companies. 

Forbes:  How  did  you  reinvigorate 
Scott  so  quickly? 

Dunlap:  Scott  is  just  a  microcosm  of 
corporate  America.  Everyone  thinks  a 
restructuring  is  just  cost-cutting. 
Nothing  could  be  further  from  the 
truth.  We  had  a  simple,  clear,  four- 
part  plan.  First,  what  business  are  you 
in?  Sell  off  the  other  assets.  Second, 
get  new  management  in  there.  Third, 


44 


Forbes  ■  August  28,  1995    |Fo^ 


make  one-time,  major  cuts.  Fourth, 
develop  and  invest  in  the  right  busi- 
ness strategy. 

You  have  a  window  of  one  year,  and 
I  passionately  believe  at  the  end  of  a 
year  the  window  comes  down  like  a 
steel  door.  If  by  then  you  haven't 
shown  great  leadership,  dealt  with  the 
restructuring  and  determined  what 
business  you're  in,  it's  over. 
What's  magic  about  one  year? 
When  you  come  in,  people  are  thirst- 
ing for  leadership.  I  remember  a 
meeting  early  on  where  I  got  1 ,600  or 
1,700  people  together  in  the  main 
office.  I  outlined  my  program,  includ- 


Scott  Paper's 
Al  Dunlap 
"We  wouldn't 
tolerate  how  they 
did  the  job 
before.  People 
say,  We'll  get  back 
to  you  in  three 
weeks  with  a 
report.'  You  say, 
'No,  it's 
Wednesday. 
We'll  meet  Friday.' 
'Oh,  is  that  how 
we  do  it?' 
'That's  how  you 
do  it,  yeah.' " 


L 


ing  the  major  job  cuts.  After  I  deliv- 
ered this  message,  I  thought,  "Geez, 
how  am  I  going  to  get  to  the  door 
without  being  mugged?"  But  as  I  left, 
people  clapped. 

Yet  if  you're  forced  to  go  back  again 
the  following  year,  people  say,  "Wait 
a  minute,  he  doesn't  know  what  he's 
talking  about." 

And  if  an  executive  says,  after  two 
years,  "I'm  frustrated  by  the  culture," 
my  answer  to  that  is  your  role  as  chief 
executive  officer  is  to  change  the  cul- 
ture. After  two  years,  you  have  failed. 
Scott  had  a  lot  of  assets,  from  tis- 
sues to  timberland  to  a  coated-pa- 
per  business  to  a  power  plant.  How 
did  you  identify  tissues  as  the  busi- 
ness Scott  should  focus  on? 
The  company  had  been  studying  this 
question  forever.  The  only  decision 
ever  made  was  to  study  it  again.  We 
identified  the  core  business  and  assets 
by  May  1  [1994]. 

Scott  had  a  great  franchise  as  a 
tissue  company.  It  had  languished, 
but  my  thought  was  that  we're  the 
largest  producer  of  tissue  in  the 
world,  and  we  can  become  a  great 
producer.  But  we're  not  going  to  if 
we're  buried  in  debt  and  our  execu- 
tives have  to  worry  about  all  these 
other  businesses. 

By  December  we  sold  S.D.  Warren 
[the  coated-paper  business]  for  $1.6 
billion  and  the  Mobile  [Alabama] 
power  plant  to  a  utility  for  $350 
million. 

You  also  took  an  ax  to  Scott's 
executive  suite. 

It's  the  managers  who've  created  the 
problem.  You  must  deal  with  the  top. 
You  have  to  eradicate  the  old  culture, 
not  put  it  in  remission. 

I  terminated  9  of  the  1 1  members 
of  the  executive  committee  [the  com- 
pany's highest-ranking  executives] 
the  first  week.  I  elevated  two  key 
people  with  really  great  potential,  one 
above  his  boss.  I  called  three  top 
executives  who  had  worked  with  me 
before  and  hired  them.  All  by  May  1 . 

At  Scott  we  had  a  numbing  bureau- 
cracy. Meeting  upon  meeting  upon 
meeting.  First,  we  got  rid  of  all  the 
symbols  at  corporate  headquarters. 
We  had  750,000  square  feet  on  55 
acres,  with  a  lot  of  geese.  We're  run- 
ning Scott  now  out  of  a  30,000- 
square-foot  leased  space. 

You  gotta  create  a  new  environ- 


ment. We  wouldn't  tolerate  how  they 
did  the  job  before.  People  say,  "We'll 
get  back  to  you  in  three  weeks  with  a 
report."  You  say,  "No,  it's  Wednes- 
day. We'll  meet  Friday."  "Oh,  is  that 
how  we  do  it?"  "That's  how  you  do 
it,  yeah." 

You  also  started  paying  your  board 
of  directors  entirely  in  stock. 
Yeah,  and  I  told  all  of  our  executives 
they  had  an  obligation  to  buy  stock. 
Some  people  had  to  go  out  and  take 
major  loans. 

We  wanted  to  send  a  message  to 
people  by  taking  personal  risk.  Hardly 
anyone  does  this  unless  it's  a  startup 
entrepreneurial  company.  I  bought  $4 
million  of  stock  with  my  own  money. 
Nice  going:  That  investment  is  now 
worth  $10  million.  What  about 
cost- cutting?  IBM,  Eastman  Kodak 
and  others  have  cut  payrolls  in 
waves.  You  did  it  all  at  once.  Why? 
You  have  to  take  risks  when  reducing 
staff.  When  in  doubt,  cut  it  out.  You 
can  always  add  staff  later  if  necessary. 
But  you  can't  go  back  and  take  it  out 
again.  You  paralyze  the  organization. 

I  put  together  a  detailed  plan  to 
reduce  hourly  and  salary  head  count. 

c<We  had  a  Morale  Officer 
we  were  paying,  I  think, 
$250,000  a  year. 
How  could  you  have 
any  morale  when 
your  business 
had  just  lost 
about  $300  million?" 


We  analyzed  it  from  April  until  about 
Aug.  1 .  We  completed  it  by  Dec.  3 1  in 
its  entirety. 

But  never  cut  across  the  board. 
That's  total  nonsense.  We  hired  14 
new  marketing  executives  because 
Scott  was  devoid  of  marketing. 
In  all  you  cut  about  11,000  posi- 
tions, a  third  of  Scott's  work  force. 
We  reduced  head  count  in  the  mills  by 
20%.  We  eliminated  71%  of  headquar- 
ters staff.  We  saved  $15  million  just 
outsourcing  functions  that  didn't  of- 
fer any  competitive  advantage,  like 
compensation  and  information  sys- 
tems. We  eliminated  all  unnecessary 
functions.  Washington  lobbyists,  our 
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An  interview  with  Al  Dunlap 

real  estate  function,  layers  and  layers 
of  people  sending  memos  to  each 
other,  about  900  people. 

You  know,  we  had  a  Morale  Officer 
we  were  paying,  I  think,  S2 50,000  a 
year.  How  could  you  have  anv  morale 
when  your  business  had  just  lost 
about  S300  million? 
And  Scott's  new  business  strategy? 
I  went  into  the  supermarkets.  Our 
products  did  not  look  good  on  the 
shelves.  We  had  no  advertising  cam- 
paign. Our  packaging  looked  like  hell. 
I  thought:  Scott  is  a  great  old  name. 
Why  do  we  have  27  regional  brands 
for  similar  products?  And  every  coun- 
try its  own  infrastructure?  Why  don't 
we  pull  these  things  together?  By 
God,  I'd  like  it  to  be  Scott  the  world 
over,  just  like  Coke. 

New  packaging  has  been  rolling 
out,  and  we  have  over  100  new  prod- 
uct initiatives,  like  hypoallergenic 
bathroom  tissue  and  bathroom  tissue 
with  baking  soda.  And  extensive 
global  expansion  plans. 
What  about  your  nickname, 
Rambo  in  Pinstripes?  Do  you  care? 
Nah.  I  don't  enjoy  tiring  people,  but 
I'm  not  going  to  risk  100%  of  the 
people  to  save  35%.  The  minute  you 
make  difficult  decisions,  you  will  be 
criticized.  Everybody  will  say  you're 
ruthless,  you  don't  care  about  people. 
You're  moving  too  quickly,  you  don't 
understand  the  business.  The  first  six 
to  nine  months,  the  criticism  of  a 
leader  is  intense. 

Now  the  difference  between  a  real 
leader  and  the  supposed  leader  is  the 
real  leader  says,  "Okay,  fine,  I  believe 
in  what  I'm  doing,  we're  going  to  get 
this  right."  The  man  or  woman  who  is 
not  a  leader  says,  "Gee/,  if  I  don't  go 
that  tar,  if  I  just  go  this  far,  the 
criticism  will  stop."  And  of  course  it 
will.  But  you  still  have  mediocrity. 

My  view  is,  strive  for  respect.  Ifyou 
want  somebody  to  like  you,  get  a  dog. 
I've  got  two;  I  hedged. 
The  merger  with  Kimberly-Clark 
is  expected  to  close  in  November. 
What  are  your  plans? 
I  signed  a  noncompete  [agreement], 
so  I  can't  work  for  any  predominantly 
tissue  company.  I'd  love  to  run  Gen- 
eral Motors.  I  think  the  shareholders 
would  be  deliriously  happy  to  have  me 
take  over  Westinghouse.  I  don't  want 
to  mention  other  names.  We're  run- 
ning; some  screens.  M 


Indecency  on  cable  television?  Know  who  created  the 
worst  of  it?  Your  elected  members  of  Congress. 


The  porn 
mandate 


By  Suzanne  Oliver 

In  Columbus,  Ohio 
a  mother  found  her  2- 
year-old  son  staring 
into  the  TV  set.  Then 
she  got  a  shock.  On 
the  screen  a  woman 
was  describing  how- 
she  wanted  to  tie  a 
man  by  his  genitals 
and  administer  elec- 
tric shocks  to  them. 

In  Seattle  viewers 
recently  could  tune 
into  Philip  Craft's  Po- 
litical Piny  bouse, 
where  about  two 
dozen  stark  naked 
people  sat  around  a 
studio  discussing 
censorship  while  vul- 
gar words  appeared 
across  the  bottom  of 
the  screen. 

In  Kalamazoo,  Mich,  cable  televi- 
sion subscribers  were  surprised  by  a 
brief  interlude  of  X-rated  scenes  of 
oral  and  homosexual  sex. 

None  of  this  trash  is  scrambled.  It's 
just  there.  Ifyou  subscribe  to  cable, 
you  have  it  in  your  living  room.  Free. 

Viewers  owe  this  intrusion  into 
their  living  rooms  to  Congress.  In 
1984  Congress  decreed  that  cable 
systems  must  provide  "access"  chan- 
nels open  to  all  comers.  "Access"  has 
such  a  wonderful  sound  to  it,  conjur- 
ing up  freedom,  opportunity,  equali- 
tv.  Reality:  Besides  civic  groups  and 
churches,  these  channels  have  attract- 
ed pornographers,  prostitutes,  Nazis, 
Ku  Klux  Klanners  and  similar  riffraff. 

Any  cable  operator  who  on  his  own 
initiative  turns  down  these  shows  is 
breaking  the  law.  That  law  says  the 
operator  can  prohibit  programs  only 


under  the  orders  of  a  local  franchising 
authority — and  very  few  local  au- 
thorities have  ever  acted  on  this  invi- 
tation to  step  in. 

There  are  two  tvpes  of  access  chan- 
nels. One  is  public  access,  which  is  free 
to  use,  cannot  include  advertisements 
and  is  financed  by  basic  cable  sub- 
scribers. The  dirty  shows  described 
above  appeared  on  public  access.  The 
other  is  leased  access,  which  is  com- 
mercially supported. 

Federal  law  does  permit  cable  oper- 
ators to  reject  "obscene"  shows,  but  a 
show  has  to  be  very  disgusting  before 
it  qualifies  as  obscene.  Believe  it  or 
not,  the  three  shows  cited  above  were 
merelv  indecent,  not  obscene. 

Who  pavs  for  these  public-access 
channels  that  are  used  for  free  by 
exhibitionists  and  pornographers? 
You  do.  In  New  York  City,  cable 
subscribers  are  charged  25  cents  a 
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month  to  support  public  access,  giv- 
ing the  channels  more  than  $4  million 
a  year.  In  addition,  Time  Warner  had 
to  spend  $9  million  to  build  public- 
access  studios.  Tampa  cable  subscrib- 
ers pay  more  than  $800,000  annually 
for  their  two  public-access  channels. 

Then  there's  leased  access,  which 
gets  a  dose  of  pornography  in  many 
cities.  The  law  says  that  all  cable  sys- 
tems with  more  than  36  channels 
must  offer  at  least  10%  of  their  chan- 
nels as  leased  access — space  that  could 
be  going  to  channels  with  broader 
appeal,  such  as  Turner  Movie  Clas- 
sics. The  access  slots  are  handed  out 
scattershot  on  a  random  basis — you 
can't,  say,  reserve  the  8  p.m.  slot  every 
Sunday.  So  the  leased-access  slots  are 
snapped  up  bv  professional  pornogra- 
phers  who  don't  mind  irregular 
schedules  and  who  can  make  a  tidy 
profit  selling  advertising  to  900-num- 
ber  phone  sex  operators,  skin  maga- 
zines and  pimps. 

That's  how  it  is  that  cable  custom- 
ers in  Orange  County,  Calif,  are  treat- 
ed to  Out  Late  with  Ricky  D.,  a  nude 
talk  show  featuring  interviews  with 
porn  stars  and  clips  of  erotic  dancers. 
Hundreds  of  viewers  complained,  but 
the  cable  operator's  lawyers  deter- 
mined that  the  program  does  not 
quite  fit  the  legal  definition  of  obscen- 
ity. Beginning  Aug.  31,  the  show  will 
be  scrambled,  which  may  bring  law- 
suits from  the  access  groups. 

In  1992  Congress,  contradicting 
itself  as  it  has  no  shame  in  doing, 
enacted  legislation  allowing  cable 
operators  to  refuse  indecent  pro- 
gramming on  leased  access  and  pub- 
lic access.  If  they  do  choose  to  show 
the  programming,  at  least  on  leased 
access,  it  must  be  scrambled.  On 
public  accesss,  it  need  not  be 
scrambled. 

But  this  limited  crackdown  hasn't 
happened.  Access  groups  and  the 
American  Civil  Liberties  Union 
have  sued,  preventing  the  law  from 
being  implemented.  An  appeals 
court  has  upheld  the  law,  but 
pornographers  and  the  ACLU  are 
asking  the  Supreme  Court  to  review 
the  case. 

In  this  day  and  age,  we  suppose 
people  who  want  to  watch  kinky  stuff" 
should  be  allowed  to.  But  unscram- 
bled pornography?  And  at  public 
expense?  an 


It's  not  easy  turning  around  a  company  the  size 
of  Tenneco,  but  under  new  Chairman  Dana  Mead, 
the  momentum  is  finally  moving  the  right  way. 

Back  on  course 


By  Christopher  Palmeri 

Whhn  Tenneco  Inc.  was  lobbying  to 
build  a  controversial  new  $4.4  billion 
aircraft  carrier  last  year,  the  $12  billion 
(revenues)  Houston  conglomerate's 
new  chairman  sent  representatives  of 
Tenneco's  packaging  division  to  meet 


with  congressmen  from  their  districts. 
What  does  a  packaging  company 
have  to  do  with  building  aircraft  carri- 
ers? If  you  have  to  ask,  you  don't  know 
the  ways  of  Washington  as  Dana 
Mead,  Tenneco's  new  chairman,  does. 


Tenneco  Chairman  Dana  Mead 

A  proven  lobbyist  and  cost-cutter — but  can  he  build  businesses,  too? 
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Tenneco 


Nuclear  sub  under  construction  at  Tenneco's  Newport  News  Shipbuilding 
A  compromise  delayed  competitive  bidding  into  the  next  century. 


Explains  Mead:  "We  wanted  (the  poli- 
ticians) to  know  that  this  is  all  one 
company,  that  what  happens  in  one 
Tenneco  division  can  affect  invest- 
ment decisions  in  others,  and  what  it 
comes  right  down  to  is  jobs." 

The  lobbying  effort  paid  off".  Last 
September  Tenneco's  Newport  News 
Shipbuilding  unit  won  the  contract  to 
build  the  carrier,  the  Ronald  Reagan. 
It  paid  off"  again  a  few  months  later, 
when  legislators  worked  out  a  com- 
promise that  allowed  Tenneco  and 
General  Dynamics  to  split  up  orders 
for  a  new  class  of  nuclear  submarines, 
thereby  avoiding  competitive  bidding 
until  the  next  century. 

Washington  has  done  some  favors 
for  Tenneco  on  the  civilian  side,  too. 
In  the  past  vear  Commerce  Depart- 
ment Secretary  Ron  Brown  has  taken 
Tenneco  executives  along  on  three 
trips,  where  they  announced  deals  in 
Abu  Dhabi,  India  and  South  America. 

Mead,  59,  learned  the  workings  of 
Washington  as  a  White  House  Fellow 
and  staff  member  in  the  Nixon  Ad- 
ministration. After  serving  as  an  exec- 
utive at  International  Paper  during 
the  1980s,  Mead  joined  Tenneco 
three  years  ago  at  the  behest  of  former 
chairman  Michael  Walsh. 

The  company  was  in  terrible  shape. 
The  company's  J.I.  Case  tractor  unit 
was  hemorrhaging  losses,  other  units 
were  struggling  and  debt  was  a  stag- 
gering $7  billion.  In  1991  Tenneco 
lost  nearly  $2  per  share  on  an  operat- 
ing basis.  Walsh  was  struggling  to 
turn  the  company  around  by  cutting 
costs,  reducing  debt  and  focusing  on 
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Tenneco's  natural  gas  pipelines,  pack- 
aging, auto  parts  and  shipbuilding 
businesses. 

Slowly  the  company  turned.  Ten- 
neco became  profitable  again  in 
1993  and  earned  $396  million— 
$3.44  per  share — on  sales  of  $12.4 
billion  last  year. 

But  Mike  Walsh  was  also  fighting 
brain  cancer.  When  the  disease  claimed 
him  last  year,  Mead  took  the  helm. 


A  West  Point  grad  who 
commanded  Elvis  Presley's 
unit  in  Germany,  Mead 
speaks  of  attacking  problems, 
capturing  value  and 
redeploying  assets. 


While  orchestrating  Tenneco's  in- 
tensive lobbying  efforts,  Mead  has  also 
continued  Walsh's  strategy  of  paring 
Tenneco  down  to  a  smaller  number  of 
less  cyclical,  more  profitable  business- 
es. A  graduate  of  West  Point,  where 
he  was  a  fellow  cadet  of — but  didn't 
know — Al  Dunlap,  now  chairman  of 
Scott  Paper  (see  story  p.  44),  Mead  is 
also  a  Vietnam  veteran  who  at  one 
point  commanded  Elvis  Presley's  unit 
in  Germany.  He  speaks  of  attacking 
problems,  capturing  value  and  rede- 
ploying assets. 

Last  year  he  led  a  successful  public 
offering  of  Tenneco's  J.I.  Case  divi- 
sion, a  business  that  was  so  sickly  four 


years  ago  Tenneco  literally  couldn't 
give  it  away.  Mead  also  sold  Tenne- 
co's chemicals  division  earlier  this 
year.  Together,  these  two  sales  raised 
nearly  $2  billion.  Mead  is  plowing  the 
money  back  into  Tenneco's  pipeline, 
auto  parts,  packaging  and  shipbuild- 
ing operations.  Debt  has  been  cut  to 
$3.5  billion,  half  its  1990  level. 

Mead  says  that  his  strategy  calls  for 
acquisitions,  overseas  expansion,  new 
product  introductions  and  continued 
cost  controls.  His  overall  plan  calls  for 
1 5%  per  year  earnings  growth.  He  has 
hinted  at  a  sale  or  spinoff  of  Newport 
News  Shipbuilding,  a  la  the  J.I.  Case 
deal,  if  Newport's  earnings  are  strong 
enough  to  bring  a  good  price. 

Mead  says  he's  looking  for  a  major 
acquisition,  probably  to  enhance 
Tenneco's  packaging  and/or  auto 
parts  operations.  He  also  hopes  to 
build  a  $700  million,  750-mile  long 
natural  gas  pipeline  between  southern 
Argentina  and  Chile;  however,  com- 
petition from  Calgary- based  Nova 
Corp.  may  scuttle  that  hope. 

In  recent  months  Mead  has  an- 
nounced a  flurry  of  smallish  deals. 
Among  them:  a  $200  million  gas  pipe- 
line acquisition  in  Australia,  the  $130 
million  purchase  of  an  automotive  ex- 
haust systems  manufacturer  in  Germa- 
ny, a  $73  million  investment  in  a 
cardboard  box  plant,  and  Newport' 
News'  contract  to  build  four  Greek 
tankers,  the  first  foreign  commercial 
order  for  a  U.S.  shipyard  since  1957. 

Most  Tenneco  watchers  on  Wall 
Street  figure  the  company  will  earn 
$4.10  per  share  this  year,  a  19%  in- 
crease over  last  year.  But  while  Wall 
Street  respects  Mead's  ability  to  cur 
costs  and  sell  assets,  it  is  skeptical  that 
he  can  build  Tenneco's  remaining 
businesses  and  replace  the  earnings 
lost  to  divestiture. 

At  a  reqent  price  of  $49  per  share 
Tenneco  stock  is  not  much  highei 
than  it  was  when  the  Walsh  team  took 
charge.  It  recently  traded  for  about  12 
times  1995's  estimated  earnings,  ; 
three-point  discount  from  the  market 
as  a  whole,  and  pays  a  3.2%  dividend 

Mead's  message  to  his  skeptics 
Watch  me.  "We  can  grow  each  of  ou 
businesses  well  in  excess  of  industn 
averages,"  he  vows.  If  he  makes  hi  f 
15%-a-year  earnings  growth  target 
Tenneco  will  be  netting  $8  a  share  b 
the  end  of  the  decade.  ■ 
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Big  energy  companies  tried  to  buy  Gulf  Canada 
Resources,  but  a  clever  Texan  beat  them  to  it. 

Bryan's  way 


By  Toni  Mack 


"THE  BEST  ASSETS  and  the  worst 
management  in  North  Ameri- 
ca." For  years  that  was  how 
oilmen  described  Gulf  Canada 
Resources  Ltd.  The  S500  mil- 
lion (revenues)  Calgary- based 
oil  firm  has  underexploited  re- 
serves, good  exploration  acre- 
age in  western  Canada  and  top-  m 
notch  geologists.  Unfortunate-  " 
ly,  it  fell  into  the  speculative  *.,«„, 
hands  of  the  Reichmann  family, 
which  used  Gulf's  assets  as  col- 
lateral for  loans  to  their  proper- 
ty development  firm,  Olympia 
&  York.  After  o&Y  crashed  in 
1992,  the  bankers  grabbed  the 
Reichmanns'  70%  holding  in 
Gulf  Canada. 

Big  energy  outfits,  among 
them  Amoco  and  Enron,  looked 
at  buying  Gulf,  but  the  creditors 
wanted  a  higher  price  than  any- 
one was  willing  to  pay. 

Enter  a  brash  Texan,  James 
Perry  Bryan.   J. P.   Bryan  is  as 
Texas  as  they  come.  Descended     Gulf  Canada  Chief  Executive  J. P.  Bryan 
from  the  family  of  Texas'  found-      He  fired  seven  of  Gulf's  ten  top  executives. 
ing  father,  Stephen  F.  Austin,      ■■■■ 
J. P.  owns  a  West  Texas  ranch, 


collects  Texas  memorabilia  and  wears 
cattle-emblazoned  neckties. 

Bryan,  55,  worked  as  an  investment 
banker  specializing  in  oil  deals  until 
1981,  then  started  Torch  Energy  Ad- 
visors as  a  unit  of  Torchmark  Corp. ,  the 
big  Birmingham,  Ala. -based  insurer. 
Torch  Energy  makes  oil  and  gas  invest- 
ments for  blue-chip  clients  like  General 
Electric  and  IBM.  Bryan  and  a  Boston- 
based  buyout  firm  are  negotiating  to 
buy  Torch  Energy  from  its  parent. 

At  Torch,  Bryan  built  and  still  helps 
run  two  other  publicly  traded  energy 
independents:  Nuevo  Energy  and 
Bellwether  Exploration.  But  in  Gulf 
Canada  Bryan  saw  his  chance  to  do 
something  really  big. 

Last  November  Bryan  announced 


that  Torch  Energy  would  pay  S213 
million  for  55  million  newly  issued 
Gulf  Canada  shares,  giving  the  Hous- 
ton investment  firm  a  25%  stake.  Bry- 
an would  take  control  of  manage- 
ment. The  banks  still  owned  52% — 
they  have  since  sold  some  of  that  to 
the  public — with  the  rest  in  public 
hands  and  traded  on  the  American 
and  Toronto  stock  exchanges. 

On  his  first  day  at  Gulf,  Bryan  fired 
seven  of  its  top  ten  executives,  and  by 
mid-March  500  of  its  1,200  workers 
were  gone.  So  are  a  fleet  of  company 
cars,  a  big  computer,  a  moneylosing 
Russian  project  and  two-thirds  of  the 
770,000  square  feet  Gulf  once  occu- 
pied in  a  downtown  Calgary  tower. 

Annual  savings:  S36  million,  a  con- 


siderable sum  against  Gulf's  1994 
revenues  of  slightly  under  a  half-bil- 
lion dollars. 

Gulf  was  swimming  in  cash,  since 
the  previous  management  had  sold 
assets  and  eliminated  dividends  on  the 
company's  common  and  preferred 
stock.  But  it  was  $1  billion  in  debt, 
over  half  of  it  short  term.  Bryan  dipped 
into  the  $355  million  cash  hoard  to 
pay  off  $217  million  in  debt  and  re- 
scheduled much  of  the  rest. 
He  used  more  cash  to  launch 
t  an  ambitious  capital  spending 
I  program,  laying  out  SI 39  mil- 
lion to  buy  new  oil-  and  gas- 
producing  properties,  and  hik- 
ing the  drilling  budget  by  50%, 
to  $285  million  for  1995. 

Next  on  the  agenda;  moving 
overseas,  where  wells  produce 
more  oil  and  gas,  at  lower  cost. 
But  buying  enough  reserves  to 
make  much  difference  to  Gulf's 
bottom  line  would  require 
more  capital  than  Bryan  is  cur- 
rently able  to  commit.  Besides, 
Fidelity  Management,  which 
owns  a  chunk  of  Gulf's  pre- 
ferred stock,  is  suing  to  force  the 
company  to  pay  $30  million  in 
back  dividends.  A  Fidelity  vic- 
tory would  slow  Bryan's  drilling 
plans. 

Debt    and    preferred    stock, 
meanwhile,     remain     73%     of 
Gulf's  capital — too  high.  Sell- 
ing more  stock  is  out  of  the 
question,    as    Bryan    considers 
Gulf  stock — at  a  recent  $4.38  a 
share — much   too   low  at  just 
four  times  cash  flow. 
He    predicts    this    year's    capital 
spending  will  swell  Gulf's  production 
from  101,000  oil-equivalent  barrels  a 
day  when  he  took  over  to  135,000 
barrels  a  day  in    1996.   That  extra 
output  should  improve  cash  flow  and 
help  buy  more  oil  and  gas  properties. 
So  for  all  his  problems,  Bryan,  re- 
siding currently  in  Calgary,  says  he's 
having  the  time  of  his  life.  Back  in 
Texas  he  likes  to  refurbish  neglected 
old  homes.  Now  he  feels  he's  restor- 
ing 89 -year-old  Gulf  Canada  to  its 
onetime  glory,  and  that  satisfies  his 
entrepreneurial  urge.  Once  the  prob- 
lems  are   whipped,    he'll    go   home 
again.  "I'm  not  designed,"  says  Bry- 
an, "to  take  a  company  past  the  entre- 
preneurial stage."  H 
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Sinister  theory 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist 
and  a  senior  fellow  at 
the  Hoover  Institution 
in  Stanford,  Calif. 


Recently  I  bought  a  computer  identical  to 
one  that  I  purchased  last  year — except  that  it 
now  costs  $2,000  less.  This  has  been  a  com- 
mon pattern  in  the  computer  industry,  where 
quality  has  gone  up  while  prices  have  come 
down.  At  the  other  end  of  the  spectrum,  cars 
today  cost  what  houses  used  to  cost. 

The  automobile  industry  was  once  like  the 
computer  industry  is  today.  That  was  back  in  the 
early  part  of  the  century,  when  Henry  Ford 
was  bringing  the  price  of  cars  down  to  the  level 
where  ordinary  people  could  afford  them. 

One  of  the  big  differences  between  these  two 
industries  is  that  politicians  discovered  the 
automobile  as  an  issue  back  in  the  1960s  and  have 
been  trying  to  micro-manage  it  ever  since.  Fea- 
tures have  to  be  added,  not  because  the  consum- 
er wants  them,  but  because  people  like  Ralph 
Nader  and  the  environmentalists  can  whip  up 
political  hysteria  that  translates  into  laws  and 
bureaucratic  regulation — and  higher  prices. 

Safety  was  the  entering  wedge  for  the  politi- 
cization  of  the  automobile — not  real  safety  in 
the  real  world  but  promised  safety  in  a  "virtual 
reality"  world.  In  that  world,  created  by  rhetoric 
and  visions,  the  helpless  and  gullible  consum- 
er's safety  has  been  sacrificed  to  "corporate 
greed"  and  only  the  knights  in  shining  armor 
of  the  consumer  movement  can  rescue  him. 

Crusaders  are  not  into  cost-benefit  analysis 
and  hard  facts  do  not  cramp  their  style  either. 
During  the  pre-Nader  era,  automobile  fatalities 
per  passenger-mile  declined  by  more  than  two- 
thirds  while  cars  were  driving  faster  ,\nd  faster 
on  more  and  more  highways.  Obviously,  the 
decline  since  then  has  had  to  be  less,  despite 
much  political  fanfare  about  the  "lives  saved"  by 
g< >\  eminent-mandated  safety  requirements. 

These  calculations  of  "lives  saved"  depend  on 
an  implicit  assumption  that  there  was  a  static  situa- 
tion, to  which  "change"  was  added.  In  tact,  the 
trend  in  fatality  rates  was  downward  tor  decades  on 
end,  so  the  continuation  of  that  trend  can  hardly 
be  credited  to  the  spread  of  government  mandates 
since  the  1960s.  In  some  years  since  federal  regu- 
lation, fatality  rates  have  moved  up,  but  of  course 
no  one  in  Washington  takes  credit  for  that. 

Until  recentlv,  politicians  and  bureaucrats 
have  paid  little  or  no  attention  to  the  computer 
uuii,  try.  Now  it  has  attracted  the  attention  of 
phrase  makers  ( "information  superhighway," 
"cyberspace,"  etc. ),  politicians,  bureaucrats  and 
judges.  This  has  often  been  a  fatal  combination. 


The  Microsoft  Corporation,  whose  operat- 
ing systems  run  more  than  four-fifths  of  the 
computers  in  the  world,  has  been  the  focus  of 
antitrust  litigation,  judicial  murmurings  and 
media  malaise.  What  is  remarkable  is  how  few 
hard  facts  there  are  to  substantiate  all  the  theo- 
ries, heartburnings  and  innuendoes. 

The  worry  has  been  that  Microsoft  would  be 
"unfair"  to  competitors  or  use  its  "market 
power"  to  "monopolize'"  the  industry  or  do 
other  equally  vague  and  often  undefinable  things. 
At  the  heart  of  all  this  is  a  confusion  between 
injuring  competitors  and  injuring  competition. 

When  competition  is  working  as  a  process, 
some  competitors  are  almost  certain  to  be  more 
efficient,  more  imaginative  or  more  just  plain  luck)' 
than  others.  In  virtually  every  field  of  human  endeav- 
or, a  relative  handful  of  competitors  are  far  more 
successful  than  others.  Sometimes  it  is  just  one  com- 
petitor, like  Babe  Ruth  in  baseball,  Pele  in  soccer, 
Nurevev  in  ballet  and  Microsoft  in  computers. 

Next  time  I  buy  a  computer, 
it  may  cost  $2,000  more 
instead  of  $2,000  less. 


Those  for  whom  equality  is  not  just  an  ideal  but 
a  dogma  simply  cannot  accept  this.  Sinister  theories 
are  one  result  of  their  attempts  to  reconcile  their 
d(  >gma  with  a  reality  that  repeatedly  mocks  it.  These 
sinister  theories  apply  to  everything  from  antitrust 
policy  to  imperialism  and  the  "exploitation"  of 
people  who  have  nothing  to  exploit. 

The  nebulous  charges  brought  against  Micro- 
soft seem  to  boil  down  to  the  fact  that  Bill  Gates  runs 
the  company's  business  for  die  benefit  of  the  Mi- 
crosoft Corporation,  even  when  this  is  to  the  detri- 
ment of  competitors.  Shocking  as  this  may  seem  to 
those  in  the  cloistered  world  of  academe  or  in  the 
chambers  of  some  federal  judges,  it  is  about  what 
most  people  would  expect  in  most  other  places. 

For  example,  by  including  in  the  upcoming 
Windows  95  software  various  programs  which 
other  companies  sell  separately,  Microsoft  may 
indeed  displace  some  of  those  competitors  from 
the  market.  But  anyone  who  opens  up  a  restau- 
rant on  the  corner  may  take  customers  away  from 
some  other  restaurant.  Some  people  buy 
FORBES  instead  of  other  business  publications. 

Promoting  competition  as  a  process  is  the 
opposite  of  promoting  the  survival  of  existing 
competitors.  Unless  and  until  public  policy 
clearly  and  fully  recognizes  that  fact,  fanciful  cru- 
sades and  sinister  theories  will  drive  public  policy 
toward  the  computer  industry — and  drive  up  the 
costs  of  that  industry.  If  so,  then  the  next  time  I 
buy  the  same  model  of  computer,  it  may  cost 
$2,000  more  instead  of  $2,000  less.  ■■ 
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Ixpeckers  feed  on  parasites  in  the  coats  of  animals  like  this  impala.  They  do  the  impala  a  service  since  they  rid  the  animal  of  irritating  parasites. 


There  are  many  partnerships  in  the  world  of  nature  that  give  the  impression 
of  being  rather  unusual  at  first  sight.  But  at  a  closer  glance,  they  make  a  lot  of 
sense,   as   it   becomes  quite  clear  that  the  partners  can   benefit  each   other. 

"You   are  just  what   I   need,"  they  both  think 
"Let's  get  together  and  cooperate." 


We  also  find  close  cooperation  the  most  natural  thing  in  the  world.  In  fact,  it's  the  corporate 
culture  at  Schott.  For  example,  we  work  together  with  architects,  contractors  and  their 
clients  to  help  them  use  AMIRAN6  non-reflective  glass  to  their  best  advantage.  By  providing 
our  technical  expertise  throughout  the  design  process  of  each 
project,  we  help  our  customers  make  their  customers  happy,  thus 
ensuring  that  everyone  is  satisfied  with  the  results.  If  you'd  like  to 
know  more  about  the  Schott  Group  of  companies,  write  to: 
Schott  Corporation,  Dept.  FB  3,  3  Odell  Plaza,  Yonkers,  NY  10701 . 
Maintaining  our  position  as  a  leader  in  special  glass  is  not 
enough.  Our  goal  is  to  be  a  leader  in  customer  orientation  - 
finding     ways     to     take     our     customers     further. 


By  reducing  annoying  reflec- 
tions, AMIRAN'  non-reflective 
glass  ensures  that  products 
on  display  in  store  windows 
can  be  seen  clearly  at  all  times. 
Naturally,  we  work  in  close 
cooperation  with  architects, 
contractors  and  their  clients. 


O  SCHOTT 

Total    Customer    Care 


Indonesia  is  a  dream  market  for  cigarettes,  but  eat  your 
hearts  out,  Philip  Morris  and  RJR.  Putera  Sampoerna  and 
his  fellow  "kretek"  makers  have  the  market  locked  up. 

Smoking- 

and  no  apologies 


By  Andrew  Tanzer 


u 


Walk  into  one  of  the  P.T.H.M. 
Sampoerna  company's  cigarette  fac- 
tories in  Surabaya,  East  Java,  and  the 
first  jolt  to  the  senses  is  the  sweet- 
spicy  aroma  of  cloves:  Indonesians 
like  cloves  mixed  with  their  tobacco. 
Then  you  notice  the  barefoot  girls 
who  roll  the  cigarettes:  Their  hands 
are  all  a  blur.  Recruited  from  local 
villages,  these  girls  work  for  about 
$2.70  a  day,  each  rolling  at  least  325 
cigarettes  an  hour — one  every  ten  sec- 
onds on  average. 

Others  cut  and  pack  H.M.  Sam- 
poerna's  Dji  Sam  Soe  brand  kretek 
(clove  cigarette),  Indonesia's  oldest 
branded  consumer  product  and  the 
basis  for  one  of  Southeast  Asia's  fast- 
est-growing fortunes.  Fueled  in  part 
by  buying  from  U.S.  mutual  fund 
groups  like  Fidelity  and  Merrill 
Lynch,  Sampoerna's  stock  has  leaped 
650%  in  two  years,  compared  with  a 
42%  rise  in  the  Jakarta  Stock  Ex- 
change index  during  the  same  period. 
Sitting  on  53%  of  the  stock,  the  family 
of  Putera  Sampoerna,  chief  executive 
and  grandson  of  the  founder,  is  now 
worth  more  than  $2  billion. 

If  smoking  is  harmful  to  your 
health,  you'd  never  know  it  in  Indo- 
nesia. Far  from  discouraging  it,  the 
Suharto  government  is  happy  for  the 
revenues  it  provides.  Excise  and  val- 
ue-added taxes  generated  from  ciga- 
rette sales  account  for  about  6%  of 
government  revenues,  second  only  to 
oil  and  gas  at  20%.  The  tobacco  indus- 
try employs  at  least  3  million  Indone- 
sians, making  it  the  second-largest 
employer  after  government. 

"We  have  far  greater  problems  than 
worrying  about  beating  up  on  some- 
one because  you  personally  don't  like 
smoking,"  says  cigarette  magnate 
Sampoerna,  47.  He  explains  that  In- 
donesia is  a  developing  country  where 
the  leading  causes  of  death  are  trau- 
ma, exacerbated  by  a  shortage  of  hos- 
pital beds,  and  diseases  stemming 
from  poor  sanitation,  such  as  dysen- 
tery. He  has  a  strong  point:  In  poor 
countries  most  people  succumb  to 
other  diseases  long  before  lung  cancer 
gets  a  crack  at  them. 

With  a  population  of  195  million, 
growing  at  1.7%  a  year,  Indonesia  is 

Tobacco  billionaire  Putera  Sampoerna 
Proud  the  third  generation  made  good. 
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He  offered  me 

his  red  leather  chair  and  said 

'Congratulations,  Mr.  Chairman! 

We  were  in  the  boardroom. 


Or  was  it  The  St.  Regis': 
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Indonesian  cigarette  billionaire 


Sampoerna 
kretek  factories 
in  East  Java 
Marlboro  holds 
just  3%  of  the 
market,  to 
Sampoerna's 
15%. 


pretty  close  to  being  an  ideal  growth 
market  for  cigarettes.  Disposable  in- 
comes are  climbing  rapidly  (FORBES, 
July  17);  the  minimum  wage  has  been 
jacked  up  50%  in  18  months,  to  a 
national  average  of  SI. 70  per  day. 
Indonesians  are  rapidly  urbanizing 
and  watching  more  television — and 
cigarette  commercials.  Nearly  50%  of 
the  population  is  under  the  age  of  21 , 
and  millions  of  young  status-and- 
glamour-conscious  Indonesians  pick 
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up  the  habit  every  year. 

"It  reminds  me  of  a  Humphrey 
Bogart  movie,"  quips  Vincent 
Houghton,  senior  analyst  at  Credit 
Lyonnais  Capital  Indonesia.  "Be- 
cause of  Islam,  a  lot  of  people  here 
don't  drink  and  there's  no  lottery. 
Smoking  is  the  only  vice  allowed.'" 
Yet  the  market  is  tar  from  saturated. 
Last  year  Indonesians  smoked  2.7 
cigarettes  per  day  per  capita.  Malay- 
sians smoke  twice  as  much,  Japanese 


four  times  as  much,  and  even  in  politi- 
cally correct  America,  the  per  capita 
figure  is  three  times  higher. 

No  surprise  then  that  H.M.  Sam- 
poerna makes  a  lot  of  money.  Since 
1991  its  revenues  have  quintupled,  to 
over  SHOO  million  this  year,  and  net 
earnings  have  climbed  tenfold,  to  an 
estimated  $175  million  in  1995.  Al- 
though it  is  Indonesia's  third-largest 
tobacco  company  in  volume — behind 
Gudang  Garam  and  Djarum — Sam- 
poerna is  first  in  profits.  The  companv 
has  almost  no  long-term  debt;  its 
return  on  equity  is  35%. 

Foreign  competition?  Given  In- 
donesians''addiction  to  clove-spiced 
cigarettes  and  the  kretek  producers' 
lock  on  distribution,  foreign  brands 
hold  just  10%  of  the  market.  Marl- 
boro, with  a  3%  share,  is  the  leading 
foreign  smoke. 

The  billionaire  boss  Putera  Sam- 
poerna, whose  mother  is  Dutch,  is  a 
cosmopolitan  businessman  who  grew 
up  mainly  in  Holland,  Hong  Kong 
and  Australia.  While  attending  the  \\^r 
University  of  Houston  in  the  late 
1960s,  he  met  Katie  Chow,  his  Chi- 
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You  ve  tried  timing  the  market. 
JNow  try  spending  some  time  in  the  market. 
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Timing.  In  the  stock  market,  the  key  is  buying  low 
and  selling  high.  That's  a  strategy  we'd  all  like  to  adopt. 
Unfortunately,  practice  does  not  always  make  perfect. 
There's  no  proven  way  to  time  the  market  correctly. 

Time.  It's  on  your  side  when  buying  and  holding  is 
/our  strategy.  And  Defined  Asset  FundsSM  is  a  family  of  funds 
hat  uses  this  strategy  to  meet  your  investment  objectives 
>ver  time. 

For  instance,  our  Select  Growth  Portfolio,  part  of 
he  Defined  Asset  Funds  family,  uses  the  simple  strategy  of 
mying  10  growth  stocks  and  holding  them  for  one  year. 
Vith  only  one  price  to  track  and  no  buy-and-sell  decisions  to 
nake,  you  spend  more  time  doing  the  things  you  want  to  do. 


You  also  have  the  opportunity  to  reinvest  in  a  new 
portfolio  every  year,  and  we  recommend  you  hold  for  three  to 
five  years  for  the  best  results. 

With  Defined  Asset  Funds,  you  know  which  securi- 
ties you're  getting  before  you  buy.  Our  commitment  is  to 
proven,  long-term  investment  strategies  that  are  clearly 
explained  and  strictly  applied.  That's  why  we  say,  "Buy  with 
knowledge.  Hold  with  confidence." 

If  you've  spent  too  much  time  trying  to  time  the 
market,  take  just  a  little  time  to  learn  more  about  any  of  the 
Defined  Asset  Funds'  buy-and-hold  investments.  For  more 
details  on  our  Select  Growth  Portfolio,  talk  to  your  financial 
professional  or  call  1-800-562-2926,  ext.  307. 


sset  ±unds 


Buy  with  knowledge.  Hold  with  confidence. 

iinaorsea  ana  offered  by 

Vlerrill  Lynch  •  Smith  Barney  •  PaineWebber  •  Prudential  Securities  •  Dean  Witter 


1  free  prospectus  containing  more  complete  information  on  any  Defined  Asset  Fund,™  including  all  charges  and  expenses, 
is  available  from  one  of  the  Defined  Asset  Funds  'sponsors  listed  above.  Read  the  prospectus  carefully  before  investing. 
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Indonesian  cigarette  billionaire 


nese-American  wife  of  25  years.  They 
have  four  children. 

After  running  the  family's  palm  oil 
and  rubber  plantation  business  in  Ma- 
laysia from  Singapore  for  a  decade, 
Sampoerna  went  to  Surabaya  in  1980 
to  join  the  family  cigarette  company. 
Taking  the  reins  in  1986  from  his 
aging  father  (who  died  last  year), 
Putera  began  converting  the  family- 
run  business  to  a  professional  outfit, 
hiring  executives  from  Singapore, 
Korea,  Taiwan  and  the  U.S.,  as  well  as 
from  Indonesia.  A  rarity  among  eth- 
nic Chinese  companies,  H.M.  Sam- 
poerna today  has  no  family  members 


Sam  Soe — "2  3  4"  in  his  native  Hok- 
kien  dialect. 

Dji  Sam  Soe  commands  a  superpre- 
mium  price:  A  pack  of  12  of  the 
unfiltered  cigarettes  retails  for  almost 
$1 — a  lot  of  money  in  a  land  where 
$100  a  month  is  a  handsome  wage. 
Thev  sell  for  at  least  double  the  per- 
stick  price  of  Marlboro  and  other 
premium  brands.  Despite  their  higher 
prices,  they  are  taxed  at  a  lower  rate 
because  they  are  hand-rolled,  thus 
creating  jobs.  In  short,  it  is  an  im- 
mensely profitable  brand. 

Unlike  most  cigarettes,  which 
contain  artificial  flavoring  and  fra- 


Sampoerna  headquarters  in  Surabaya,  East  Java 

"The  agents  were  making  so  much  they  were  lazy,"  says  Sampoerna,  who  bought  them 


in  management  but  for  the  boss. 

The  history  of  H.M.  Sampoerna  is 
fairly  typical  of  today's  large  South 
east  Asian  enterprises.  Sampoerna  was 
founded  in  1913  by  Putera's  grandfa- 
ther, Liem  Seeng  Tee,  who  emigrated 
from  China's  Fujian  province  to  Sura- 
baya, then  the  commercial  capital  of 
Dutch-colonized  Java  and  near  the 
island's  large  Dutch-developed  to- 
bacco plantations.  Like  virtually  all  of 
Indonesia's  ethnic  Chinese,  the  Liem 
family  later  adopted  an  Indonesian 
name,  Sampoerna. 

A  superstitious  man,  Liem  consid- 
ered nine  his  lucky  number  and  so 
named  his  first  cigarette  brand  Dji 
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grances,  Dji  Sam  Soe  is  an  all-natural 
blend  of  about  one-third  cloves  and 
two-thirds  tobacco.  It  has  a  macho 
image  that  Sampoerna's  ads 
constantly  reinforce.  In  a  typical 
commercial,  a  young  man  shoots  his 
first  boar;  his  father  congratulates 
him  on  becoming  a  man  and  offers 
him  his  first  Dji  Sam  Soe. 

Consumed  by  all  levels  of  society, 
but  largely  by  lower- middle-class 
manual  workers,  each  Dji  Sam  Soe 
packs  45  milligrams  of  tar,  three  times 
as  much  as  a  king-size,  full-flavored 
Marlboro.  As  Indonesians  accumu- 
late wealth  and  leisure  time,  they  will 
move  toward  filtered,  lighter  smokes, 


just  as  Americans  have  moved  from 
unfiltered  Camels  and  Lucky  Strikes 
to  Marlboros  and  Merits. 

Putera  is  not  asleep  at  the  switch.  In 
1986  he  bought  out  the  independent 
agents  who  had  distributed  Sam- 
poerna brands  for  three  generations. 
He  explains:  "The  agents  were  mak- 
ing so  much  money  that  they  were 
lazy,  and  we  couldn't  introduce  new 
products." 

In  December  1989,  a  few  months 
after  Indonesia  introduced  commer- 
cial television,  Sampoerna  launched 
his  machine-rolled  A-Mild  brand  and 
supported  it  with  heavy  TV  advertis- 
ing. With  A-Mild,  Sam- 
poerna tapped  a  totally  dif- 
ferent category  of  smok- 
ers— young,  upwardly 
mobile,  health-conscious 
urban  white-collar  male 
workers  and  women.  The 
filtered  A-Mild  was  the  first 
low  -tar,  low-nicotine  clove 
cigarette  on  the  market, 
and  still  has  the  field  to 
itself.  The  packaging  is 
clean,  white  and  interna- 
tional-looking, with  letter- 
ing in  English.  The  print 
and  television  ad  visuals  for 
the  brand  are  also  in  En- 
glish. That  gives  the  brand 
the  international  cachet 
that  appeals  to  local  yup- 
pies. Sampoerna  has  even  i 
hired  a  Brooklyn-born 
marketing  director,  Ed- 
ward Frankel,  a  former 
management  consultant. 

After  taking  a  couple  of 
years  to  catch  on,  A-Mild  is 
now  the  fastest- growing 
brand  in  the  kretek  business.  On  the 
strength  of  A-Mild,  Sampoerna  has 
embarked  on  a  $160  million  invest- 
ment campaign  to  boost  machine- 
rolled  cigarette  capacity  sevenfold,  to 
770  million  sticks  a  week  by  the  end  of 
1996.  At  his  automated  cigarette  fac- 
tor)' complex,  30  miles  south  of  Sura- 
baya, the  latest  German,  Italian  and 
Swiss  machines  are  being  wheeled  in. 
"I  promised  my  father  I  would 
preserve  the  [Sampoerna]  name  when 
I  took  over  from  him,"  says  Sam- 
poerna. He  is  justly  proud  to  be  living 
disproof  of  the  Chinese  saying  that 
wealth  doesn't  survive  the  third  gen- 
eration of  a  family.  *i 
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THE     CQLLE  G  E     F  U  N  D    /    I]  N  C  F 
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EMPOWERING    the 
NEW    Workforce 


#   t 


V  • & 


he  College  Fund  has  an  outstand- 
ing track  record  of  providing  opportuni- 
ties tor  students  who  are  contributing  to 
the  success  of  U.S.  husiness.  Its  role  as 
an  efficient,  time-tested,  single  provider 
or  needed  educational  assistance  is 
expanding  to  serve  the  new  needs  of 
American  corporate  philanthropy. 
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THE    COLLEGE    FUND    /    UNCF 
AND  BUSINESS: 

E M PQf  BRING    HUB 
NEW    WORKFORCE 


A    CORPORATE    MODEL     FOR 
MINORITY     EDUCATION 
INITIATIVES 

It's  a  new  twist  to  an  old  question: 
How  does  a  corporation  balance  its 
responsibility  to  strengthen  the  nation's 
social  fiber  with  developing  specific  skills 
that  will  deliver  bottom-line  value  to  the 
company? 

This  was  the  challenge  Merck  &  Co. 
Inc.,  the  pharmaceutical  leader,  faced  in 
making  a  commitment  to  expand  educa- 
tional opportunities  for  minority  stu- 
dents. Merck  has  a  long  tradition  of 
working  to  increase  the  number  of 
minorities  in  its  ranks,  particularly 
among  its  scientists.  "We  have  a  scientific 
organization  that  thrives  on  novel  ideas 
fostered  by  diverse  points  of  view,"  says 
Edward  Scolnick,  M.D.,  Merck  executive 
vice  president  and  president  of  Merck 
Research  Laboratories.  "The  more  diverse 
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"A  mind 
is  a  terrible 
thing 
to  waste. 

the  organization,  the  stronger  it  is." 

In  the  past,  Merck's  dedication  took 
the  form  of  general  support  of  one  of 
this  nation's  most  potent  assets  in  pro- 
ducing college-trained  minorities:  his- 
torically black  colleges  and  universities. 
Though  the  company's  commitment 
was  genuine  and  generous,  it  did  not 
dramatically  increase  Merck's  pool  of 
minority  scientists. 

In  1992,  Merck  established  a  task  force 
composed  of  a  diverse  group  of  Merck 
managers  to  examine  the  problem.  The 
group's      conclusions      were      telling: 


Continuing  the  company's  nontargetec 
support  of  science  students  would  proba 
bly  not  significantly  increase  the  numbe 
of  underrepresented  minority  students 
nor  would  it  likely  achieve  Merck 
minority  recruitment  objectives. 

"We  felt  strongly  that  we  should  con 
tinue  to  do  our  part,"  says  N.  Anthon 
Coles,  M.D.,  vice  president  of  humai 
health  marketing  and  task  force  chair 
"But  we  discovered  that  the  task  wa 
much  bigger  than  we  had  imagined.  Fo 
example,  there  simply  weren't  enoug! 
African-American  students  entering  th 
pipeline  to  increase  the  number  ct 
minority  scientists.  We  had  a  clear  sens 
that  we  could  have  an  impact  on  the  sit 
uation  by  providing  direct  support  fc 
individual  students,  as  well  as  for  colleg 
laboratory  and  research  facilities.  We  fur 
ther  realized  that  we  needed  an  estat 
lished  partner  with  expertise  in  the  edt 
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Left  to  right  William  H.  Bray  III,1 
President  and  MO  ol  The 
College  Fund;  Dr.  Johnnetla  B. 
Cole,  Chair,  the  Member 
Presidents  of  The  College  Fund; 
and  Raymond  V.  Gitalin, 
Chairman  and  CEO  ot  Merck  & 
Co.,  announce  the  $20      ^ 
mutton  MerckTUNCF         f 
Science  Initiative. 
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WHERE  MOST  SCHOLARSHIPS  END 


WHERE  DUR  SCHOLARSHIP  ENDS 


Not  long  ago,  a  college  diploma  seemed 
like  a  ticket  to  a  successful  future.  In  todays 
competitive  climate,  it's  just  the  price  of  entry. 

Which  is  why  Nissan  created  the  Minority 
Dealer  Scholarship  Program,  the  first  of  its  kind 
by  an  import  manufacturer.  Committed  to  devel- 
oping future  leaders,  it  provides  talented  students 
with  annual  college  scholarships,  comprehensive 


training  in  summer  internships,  and  employment 
opportunities  after  they  graduate  from  school. 
And  to  help  them  further  down  the  road,  we  set 
aside  funds  to  assist  them  in  purchasing  Infiniti 
or  Nissan  Dealerships  of  their  own. 

We  believe  that  having  your  name  on  a 
diploma  is  important.  But  having  your  name  on 
the  building  is  even  better. 


^^   INFINITI, 
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Nissan  Motor  Corporation  U.S.A.  Nissan  is  an  equal  opportunity  employer.  Smart  people  always  read  the  fine  print.  And  they  always  wear  their  seat  belts. 
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cational  assistance  area  to  make  this  a  suc- 
cessful endeavor." 

Enter  The  College  Fund/UNCF.  For 
more  than  50  years,  The  College  Fund 
has  played  a  unique  role  in  helping  more 
than  250,000  minority  students  earn 
degrees  and  pursue  rewarding  careers  that 
have  paid  high  dividends  to  society  and 
to  corporate  America. 

Although  Merck  had  enjoyed  a  long- 
standing relationship  with  The  College 
Fund,  the  new  initiative  began  fortu- 
itously in  1993  when  The  College  Fund's 
president  and  CEO,  William  H.  Gray 
III,  a  former  six-term  congressman  and 
Majority  Whip  who  had  taken  over 
the  reins  of  The  College  Fund  in  1991, 
called  on  Merck's  top  management  in  an 
effort  to  gain  their  support  for  CAM- 
PAIGN 2000,  a  major  fund-raising  ini- 
tiative that  The  College  Fund  had 
launched  in  1990  (see  page  A26). 


A  VITAL   RESOURCE 
FOR   SUCCESS 

Although  historically  black  colleges  and  univer- 
sities (HBCUs)  make  up  only  3%  ot  all  U.S.  institu- 
tions nt  higher  learning,  they  graduate  approxi- 
mately one-third  nl  all  blacks  with  bachelors' 
degrees.  In  fact,  more  than  half  nf  all  black 
professionals  are  HBCU  graduates.  Consider 
that  HBCUs  have  produced: 

•  75%  of  all  blacks  with  Ph.U.s 

•  46%  of  all  black  business  executives 

•  50%  of  all  black  engineers 

•  80%  of  all  black  federal  judges 

•  85%  of  all  black  physicians 

•  50%  of  all  black  attorneys 

•  75%  of  all  black  military  officers. 

In  addition,  historically  black  health-professions 


EMPOWERING  THE 
WORKFORCE 


Kenneth  C.  Frazier,  Merck  vice  presi- 
dent for  public  affairs  and  president  of 
the  Merck  Company  Foundation,  recalls 
that  during  the  meeting,  "Coles  outlined 
the  findings  of  the  task  force  and  detailed 
Merck's  corporate  objectives  for  creating 
a  focused  and  effective  means  to  increase 
underrepresented  African  Americans." 

Gray  believed  that  The  College  Fund, 
with  its  experience  in  minority  educa- 
tion, could  provide  Merck  with  more 
valid  answers  than  any  other  organiza- 
tion. During  the  next  two  years,  Gray,  his 
staff  and  contacts  worked  with  the  Merck 
task  force  to  shape  answers  and  programs 
that  could  deliver  workable,  bottom-line 
solutions. 

At  a  July  press  conference   held   in 


•  40%  of  all  black  dentists 

•  40%  of  all  black  physicians 

•  50%  of  all  black  pharmacists 

•  75%  of  all  black  veterinarians. 

Uf  the  top  ten  undergraduate  schools  that  send 
black  students  to  medical  school,  (be  top  five  are 
HBCUs,  with  Xavier,  Morehouse  and  Spelman  of 
UNCF  leading  the  way. 


Washington,  D.C.,  Merck  and  The 
College  Fund  announced  an  unprece- 
dented $20  million  initiative — the  largest 
corporate  grant  ever  made  to  The  College 
Fund  and  one  of  the  largest  minority- 
education-related  donations  in  the  histo- 
ry of  corporate  philanthropy.  The  pro- 
gram will  assure  that  Merck's  contribu- 
tion meets  the  corporations  goals  with 
measurable,  sustainable  results.  Its  com- 


ponents include: 

•  Thirty-seven  fellowships  per  year,  a 
part  of  three  national  Merck  Sciena 
Research  Fellowship  Grant  Programs 
Each  grant  is  aimed  at  a  strategic  stage  ir 
the  undergraduate,  graduate  and  post 
graduate  pipeline  in  order  to  interest  an< 
motivate  talented  African-American  stu 
dents  to  pursue  advanced  biomedica 
science  education. 

•  Summer  research  internships  a 
Merck  Research  Laboratories  for  under 
graduate  students. 

•  Institution-building  through  grant 
to  the  science  departments  of  fellowshi| 
recipients'  schools. 

•  Multimillion-dollar  support  for 
Science  Center  to  be  established  at 
College  Fund  member  institution. 

The     ten-year     initiative,      funde< 
through  a  $14  million  grant  from  th 
Merck     Company     Foundation     an> 
$6     million     from     Merck     Researc 
Laboratories,    represents    landmarks   fc 
both  The  College  Fund  and  Merck  "Fc 
The  College  Fund,  the  program  is  ou 
largest  effort  to  reach  out  beyond  histor 
cally  black  colleges  and  universities  b 
widening  the  doorway  of  opportunity  t 
include  students  who  attend  majorit 
institutions,"     says     Gray.     "Th 
Merck  program  is  open  to  an 
African-American  student." 
For  Merck,  it  is  a  model  fc 
partnering  cooperatively  with 
credible,    experienced   edua 
tional-assistance   organizatio 
to  improve  the  efficiency  an 
effectiveness  of  the  compan) 
contributions.     Because     Tf 
College   Fund  will   manage  tl 
details  of  administering  the  pn 
gram,   Merck's   people   are   free   i 
apply  their  energy  to  the  main  busine 
of  the  corporation. 

Still,  vesting  an  organization  with  tl 
administration  of  $20  million  requires 
good  deal  of  faith.  "One  of  the  thin: 
that  impressed  Merck  was  the  comp 
tence,  experience  and  effectiveness  • 
The  College  Fund,"  says  Raymond 
Gilmartin,  CEO  of  Merck.  "As  we  pr< 
ceed,  we  want  the  best  advice  and  su 
port  to  carry  out  our  plan.  The  Colle; 
Fund  has  a  superlative  reputation  as 
dynamic  organization.  In  working  wi 
The  College  Fund,  we  were  assured  I 
their  legacy  of  success  and  accor 
plishment." 
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A  majority  of  our  customers  all  make  the  same  claim. 

k  uu  ItS,n0  COinCidenCe  that  nine  out  of  ten  of  OLir  customers  claim  to  be  "very  satisfied"  with  the  way 
l^hubb  settled  the.r  personal  property  claims.  In  fact,  a  recent  survey  revealed  that  Chubb's  personal  insurance 
ustomers  were  "extremely  satisfied"  with  the  initial  response  to  their  claim,  the  amount  paid  for  their  claim,  and 
■  he  timeliness  of  payment  for  their  claim,  to  a  much  greater  extent  than  those  insured  with  other  companies 
hose  who  know  Chubb  know  that  our  commitment  to  customer  satisfaction  is  founded  on  our  tradition  of 
||noral  obligation  and  financial  responsibility.  That  is  a  claim  we  are  proud  to  make.  For  information,  call  your 
Bgent  or  broker,  or  1-800-CHUBB  08. 


nsure  your  world  with  Chubb 


brS!  PT'  Ch"hU  "^  tl>  mTK'r  ^^  rf  tHe  Chubh  Gml'P  °«  ,B™"~  C"""-ni-  «'-  —  cove^.    The  precis 
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PFIZER 

s  Booker  T.  Washington 
once  said,  "II  you  want  to 
lift  up  yourself,  lilt  up 
someone  else."  At 
Pfizer,  we  know  the 
truth  oi  this  state- 
ment. Our  future  success  in  medical  innova- 
tion— our  ability  to  discover  and  develop  high- 
quality,  cost-effective  healthcare  products — 
depends  on  the  abilities  o!  the  future  scientists 
and  business  leaders  who  are  today  studying  at 
UNCF  member  colleges  and  other  universities 
throughout  the  world. 

That  is  why  Pfizer  has  long  sup 
ported  UNCF  and  has  been  committed  to 
improving  science  and  math  education 
lor  a  diverse  student  body.  We  are  par- 
ticularly proud  ol  the  Art  of  Teaching 
Chemistry  program,  through  which 
UNCF  member  colleges  have  received 
support  for  efforts  to  improve  the 
teaching  of  freshman  chemistry 
courses.  Students  from  historically 
black  colleges  and  universities  are  reg- 
ular recipients  of  Pfizer*  Minority 
Medical  Student  Fellowships.  And 
through  Pfizer  s  Education  Initiative,  we  start 
even  earlier,  supporting  local  efforts  to  improve 
science  and  math  education  in  elementary  and 
secondary  schools. 

We  know  the  future  of  our  company  and  the 

future  of  quality  health  care  are  linked  to  the 

skill  and  talents  ol  future  generations.  Through 

Pfizer's  support  for  UNCF,  its  member  colleges 

and  science  education  generally,  we  work  to  lift 

up  future  leaders  so  they  can  help  us  improve 

health  care  for  people  around  the  world. 

William  C.  Steere,  Jr.,  Chairman anil CEii 


A    VITAL 

RESOURCE 

FOR 

CORPORATE 

AMERICA 

For  American  business,  the  role  of  his- 
torically black  colleges  has  never  been 
more  pivotal.  As  the  21st  century 
approaches,  the  success  of  American  cor- 
porations and  their  competitiveness  in 
global  markets  hinges  on  an  increasingly 
well-educated  workforce.  Most  business- 
people  know  that  a  majority  of  new  jobs  in 
the  U.S.  will  require  postsecondary  educa- 
tion— the  highest  average  level  of  educa- 
tion ever  demanded  by  our  economy. 

But  a  vast  pool  of  talent  may  be  woe- 
fully underutilized.  Although  one-quarter 
of  Americans  reaching  college  age  by  the 
year  2000  will  be  minorities,  these  same 
young  people  are  underrepresented  in 
U.S.  college  enrollments.  Indeed,  while 
the  number  of  college-age  blacks  has 
grown  slightly  during  the  last  20  years, 
the  percentage  of  college  enrollees  they 
represent  has  dropped  slightly. 

Coupled  with  the  demand  for  more 
highly  educated 
workers  is  the 
increasing  number 
of    minorities 


EMPOWERING  THE 
WORKFORCE 


the  U.S.  worl< 
force.  In  the 
next  ten  years, 
more  than  half 
of  all  new  entrants  to  the  labor  force  will 
be  minorities.  Obviously,  the  future  of 
the  nation  will  be  shaped  by  its  success 
in  developing  and  utilizing  the  talents  of 
a  growing,  diverse  population.  To  meet 
the  challenge  of  an  increasingly  edu- 
cated, increasingly  minority  workforce, 
American  corporations  have  a  strong 
ally:  UNCF  and  its  member  colleges  and 
universities.  By  expanding  educational 
opportunities,  these  institutions  can 
help  give  America  a  competitive  edge  in 
world  markets. 


THE 

CORPORATE 
CONNECTION 
aj  U.S.  competi- 
tiveness, and  how 
to  improve  it,  is  a  theme  heard  through 
out  the  corporate  community  when  dis 
cussing  The  College  Fund.  Comments 
Michael  H.  Jordan,  chairman  and  CEO 
of  Westinghouse  and  chairman  of  the 
board  of  The  College  Fund:  "As  American 
companies  drive  for  a  leadership  position 
in  world  markets,  we  will  need  every  one 
of  our  talented  graduates  to  help  maintain 
our  country's  competitive  edge  in  the  fast- 
changing,  competitive  global  marketplace. 
"I  have  given  my  time  and  personal 
support  to  The  College  Fund  for  almost 
ten  years  because  I  believe  in  UNCF's 
mission.  For  more  than  50  years,  UNCF 
has  provided  young  people  the  opportu- 
nity for  a  college  education  and  a  path- 
way to  fruitful  careers.  Some  of  these 
graduates  have  found  careers  here  at 
Westinghouse,  and  their  performance  has 
been  outstanding." 

Corporate   support   has   historically 
accounted  for  a  significant  part  of  the 
income  to  The  College  Fund.  During  the 
1994-1995  fiscal  year,  more  than  24%  ol 
funding  for  UNCF's  annual  campaign 
income,    not    including   bequests, 
investment  gains  and  earnings,  came 
from  U.S.  businesses.  When  contri 
butions  from  private  foundations  art 
added  to  contributions  from  busi 
nesses,  the  percentage  rises  to  33%. 
This    popularity   with   corporate 
donors  is  understandable.  Whethe: 
in    marketing,    manufacturing    o 
research,  companies  look  for  result 
for  each  dollar  they  spend.  They  havt 
found   that   contributions   to  Th< 
College  Fund  are  an  effective  mean 
of  supporting  high-quality  educatioi 
while  developing  the  talent  and  diver 
sity  they  need  within  their  workforce 
"Minority  colleges  are  doing  an  unbe 
lievably     good     job     with     minima 
resources,"   says   Clifford   Smith,   wh( 
heads  The  GE  Fund.  "They  have  meage 
endowments  and  can't  raise  tuition  toi 
high.  The  College  Fund  does  a  superio 
job  acting  as  an  umbrella  for  its  members 
Our  company  recruits  from  its  membe 
colleges,  and  graduates  have  done  well  ii 
careers  with  GE." 

One  reason  The  College  Fund  is  s< 
sensitive  to  corporate  objectives  is  th 
composition  of  its  board  of  director: 


I  have  a  very  select  practice  " 

DR.  ARTHUR  WILLIAMS,  DIRECTOR  OF  HEALTH  SERVICES 
SOUTHSIDE  HEALTHCARE,  INC.,  ATLANTA,  GA 


Dr.  Williams  doesn't  see  just  anyone. 
Only  those  who  need  him  most. 


As  director  of  health  services  at 
Southside  Healthcare,  one  of  the 
nation's  five  largest  community 
health  centers,  Dr.  Williams  oversees 
a  team  of  health  care  professionals 
that  managed  153,000  patient  visits 
last  year. 

Dr.  Williams'  career  reflects  his  com- 
mitment. He  worked  as  a  pharma- 
cist, then  went  back  to  school  and 
earned  his  MD.  He  paid  for  medical 
school  by  committing  to  work  three 
years  at  a  community  health  center 
—  Southside.  Nine  years  later,  he's 
still  there,  still  giving. 


The  Sharing  the  Care  program 
donates  Pfizer's  full  line  of  single- 
source  pharmaceuticals  to  medically 
uninsured,  low-income  patients  of 
federally  qualified  centers  like 
Southside,  in  support  of  those  who, 
like  Dr.  Williams,  are  part  of  the  cure. 


Sharing  the  Care:  A  Pharmaceuticals  Access 
Program  is  a  joint  effort  of  the  National 
Governors'  Association,  the  National  Association 
of  Community  Health  Centers  and  Pfizer. 


Were  part  of  the  cure. 
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HOECHST  CELANESE 
CORPORATION 


t  Hoechst  Celanese,  we 
recognize  the  value  thai 
people  Iron)  different  cul- 
tures and  varied  experi- 
ences bring  to  the  work- 
place. A  diverse  work- 
force results  in 
better  decision  making  and  increases  the  poten- 
tial for  extraordinary  business  results.  That  is 
why  we  are  committed  to  expanding  the  pool  of 
talented  men  and  womeo  coming  into  the  work- 
force by  supportiog  all  levels  of  education. 

The  company  regularly  sponsors  programs 
that  encourage  female,  minority  and  disadvan 


company's  educational  outreach 
programs  also  help  increase 

the  number  of  trained 
women  and  minorities  in 
math,  science  and  / 
related  disciplines      oiproducing 
important  to  Hoechst    v  «■*"«««*• 

r  1  seek  careers 

Celaoese.  The  company     m  medicine, 
provides  financial  contri- 
butions as  well  as  employee    \  / 
volunteers  for  learning  centers 

throughout  the  U.S. 

In  addition  to  our  college  recroitment  efforts, 
we  give  financial  sopport  to  several  organiza 
tions,  including  the  Hispanic  Women's  Network  of 
Texas,  the  National  Society  of  Black  Eogineers, 
and  the  National  Organization  of  Professional 
Black  Chemists  and  Chemical  Engineers. 
Hoechst  Celanese  has  a  long-standing  relation- 
ship with  UNCF  and  its  member  schools.  We  rec- 
ognize the  contribution  UNCF  makes  in  opening 
doors  to  higher  education  for  men  and  women 
who  would  not  otherwise  have  the  opportunity. 


Thirty-six   of  its 

board     members 

are        executives 

from  leading  U.S. 

corporations   and 

organizations  who  give  of  their  time  and 

themselves  in  order  to  widen  educational 

opportunities  for  young  people. 

FULFILLING    A 
UNIQUE    NEED 

The  role  of  The  College  Fund  in 
minority  education  is  truly  impressive. 
More  than  54,000  students  each  year 
attend  41  U.S.  colleges  supported  by  con- 
tributions to  The  College  Fund. 

The  Fund  was  founded  in  1944,  after 
Dr.  Frederick  D.  Patterson  of  Tuskegee 
Institute,  along  with  26  other  college 
presidents,  decided  that  private,  histori- 
cally black  colleges  should  bind  together 
for  mutual  benefit.  Since  that  first  year, 
The  College  Fund  has  raised  more  than 
$1  billion,  including  $90.4  million  in  the 
last  fiscal  year.  These  are  much-needed 
funds  that  help  young 
,.  African  Americans 
receive  a  high-quaJ- 
ity  education  in  a 
nurturing  envi- 
ronment. 
Says  Dr. 
Johnnetta 
Cole,  presi- 
|   dent  of 

'  S  p  e  1  m  a  n 
College: 
"From  a 

strictly  busi- 
ness point  of 
view,  we  are  talk- 
ing about  an  invest- 
ment. Particularly  when 
money  is  so  short,  the  invest- 
ment in  quality  education  must  not  cease. 
Because  the  process  takes  so  long,  there  is 
a  given  point  in  a  life  cycle  that  is  optimal 
for  educating  our  young  people.  The 
College  Fund  helps  to  ensure  that  oppor- 
tunity at  just  the  opportune  moment  in  a 
persons  life." 

Historically,  The  College  Fund  has 
been  there  at  that  moment,  helping  to 
foster  some  of  the  best  and  brightest 
minds  in  the  history  of  America.  The  list 
of  member  institution  graduates  is  replete 
with  outstanding  talents  in  a  wide  range 
of  pursuits,  from  business  to  science, 
medicine  to  law,  and  the  military  to 
entertainment. 
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Alumni  an 
alumnae  includ 
The  Rev.  D 
Martin  Lutht 
King  Jr.;   Waits 
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NISSAN  MOTOR 
CORPORATION  USA 

issan's  long  history  of 
support  for  the  educational 
success  of  young  people  in 
this  country  is  firmly  rooter 
in  our  corporate  philosophy 
of  directly  helping  to  empow 
er  individuals  to  achieve 
their  goals  and  dreams.  The 
College  Fund  and  its  member  colleges,  the  nation's 
historically  black  colleges  and  universities,  provide 
minority  students  with  a  vital  gateway  tu  opportuni 
Nissan  feels  if  is  imperative  that  these  schnols  havi 
access  to  the  resources  that  will  allow  them  to 
remain  competitive  and  at  the  fnrefront  of  education 
in  this  country.  This  commitment  and  philosophy  is 
shared  by  the  entire  family  of  Nissan  companies 
across  the  U.S. 

Though  our  spoosorship  of  the  Nissan  HBCU 
Summer  Institute,  an  annual  week  long  faculty  devel 
opment  symposium,  we  have  established  a  solution 
oriented  consortium  of  educational  institutions  and 
organizations  that  are  committed  to  furthering  the  ed 
cational  development  nf  the  minority  workforce  who 
will  be  responsible  for  fostering  our  country's  eco- 
nomic growth.  In  addition,  the  Nissao  Minority  Deale 
Scholarship  Program  provides  students  with  the  edu 
cation,  experience  and  employment  that  will  create 
diverse,  effective  and  soccessful  dealer  body. 

Nissan  salutes  and  applauds  the  work  of  The 
College  Fund  and  its  determination  to  make  educa 
tional  oppurtunities  available  to  everyone. 


General  Motors, 
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fou'd  think  getting  a  bunch  of  teenagers  to  study  engineering  in  their  free  time  would  be  impossible. 


3ut  AJ  Ware,  of  General  Motors'  Vehicle  Launch  Center,  helped  get  5,000  students  enrolled  in  the  Detroit 


Xrea  Pre-College  Engineering  Program  this  year.  They  take  advanced  science  and  math  courses. 


rhey  do  engineering  projects  like  building  a  full-scale  moveable  car  entirely  from  paper.  And  they 


earn  they  can  solve  just  about  any  problem  they  set  their  minds  to  solve.  Al  says,  "The  more  we 


)ut  into  this  community,  the  more  we'll  get  out  of  it."  He's  right.  Because  some  former  teenagers 
le  inspired  are  designing  better  automobiles  at  GM  today. 
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GENERAL  MOTORS 

A  CORPORATION 
college  education  is  ao 
investment  in  lite.  It's  an 
investment  in  personal  devel- 
opment and  career  enhance 
ment  that  never  misses  a 
i    dividend.  At  GM,  people 
from  diverse  ethnic, 
racial  and  social  backgrounds  who  have  stepped  up  to 
the  higher-education  challenge  help  give  us  a  competi 
tive  advantage  every  working  day.  Maintaining,  enrich- 
ing and  nurturing  institutions  which  develop  that  talent 
are  very  important  to  fulfilling 
our  strategy  ot  building  cus- 
tomer enthusiasm.  Support  of 
member  institutions  by  the 
UNCF  is  a  key  element  in  that 
development. 


Massey,  former 
director  of  the 
National  Science 
Foundation  and 
current  president 

of  Morehouse  College;  Hazel  O'Leary, 
U.S.  Secretary  of  Energy;  David  Satcher, 
M.D.,  Ph.D.,  director  of  the  Centers  for 
Disease  Control;  Carl  Ware,  senior  vice 
president,  the  Coca-Cola  Company; 
Marian  Wright  Edelman,  president,  the 
Children's  Defense  Fund;  Yvette 
Chancellor,  labor  attorney,  U.S.  Postal 
Service;  Andrew  Young,  former  U.S. 
Ambassador  to  the  United  Nations  and 
former  Mayor  of  Atlanta;  Spike  Lee, 
filmmaker;  Dr.  Ruth  Simmons,  presi- 
dent, Smith  College;  Chappie  James,  the 
first  black  four-star  general  in  the  U.S. 
Air  Force;  Leontyne  Price,  opera  diva; 
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and  Deboral 
Hyde,  M.D.,  on< 
of  only  fou 
African-Americai 
female  neurosur 
geons  in  the  country. 

EXPANDING    THE    MISSION 
WHILE     INCREASING 
EFFICIENCIES 

When  UNCF  President  Gray  talks  t< 
groups  about  The  College  Fund,  hi 
begins  by  showing  a  triangle  to  illustrati 
the  three  services  the  organization  pro 
vides  to  member  colleges.  The  base  of  th 
triangle  is  labeled  Fund-raising,  and  i 
supports  die  triangle's  two  other  sides- 
Program  Services  and  Technica 
Assistance.  These  two  additional  area 
have  expanded  The  College  Fund's  tradi 


Since  1949,  GM  has  con 
tributed  more  than  $10  million 
to  various  UNCF  campaigns 
that  help  college  students  earn 
degrees,  become  leaders  and 
contribute  to  their  communities. 
Additionally,  our  Engineering 
Excellence  Awards  program 
has  given  scholarships  to  Die 
UNCF's  eight  historically  black 
colleges  and  universities  to 
prepare  and  support  students 
in  technical,  engineering  and 
business  careers.  I'm  very 
proud  of  our  UNCF  partnership 
and  its  critical  role  in  ensuring 
collegiate  opportunities  for  stu- 
dents. I  have  no  doubt  that 
these  graduates  bring  strength 
to  American  busioess  in  gener- 
al and  GM  in  particular.  That's  a 
real  Investment  in  our  future. 


UNCF  BOARD  OF  DIRECTORS 


The  Honorable  Moms  B.  Abram,  Former 
Ambassador  to  the  United  Nations  in  Europe 

The  Honorable  Walter  H.  Annenberg 

Ms.  Judy  Barker,  Retired  Vice  President  of  Social 
Responsibility,  Borden  Inc. 

Dr.  David  L.  Beckley  President,  Rust  College 

Mr.  Michael  Bozic,  President  and  CEO, 
Hills  Department  Stores 

The  Honorable  George  H.  W  Bush 

Air.  Jonathan  Bush,  Chairman, 
/  Bush  &  Company 

Mr.  Leo  C.  Clancy,  Retired  Vice  President, 
Boot- Allen  &  Hamilton  Inc. 

Dr.  Johnnetta  B.  Cole,  President,  Spelman  College 

Dr.  Thomas  W.  Cole  Jr.,  President, 
Clark  Atlanta  University 

Mr.  Hugh  Cullman,  Retired  Vice  Chairman. 
Philip  Moms  Companies  Inc. 

Mr.  Timm  F.  Crull,  Chairman, 
Hallmark  International 

Dr.  Leonard  £  Dawson,  President, 
Voorhees  College 

Mr.  LodewijkJ.R.  de  Vink,  President  and  COO, 
Warner-Lambert  Company 

Mr.  Christopher  E  Edley  Sr., 
President  Emeritus,  UNCF 

Mr.  Roger  A.  Enrico,  Vice  Chairman,  PepsiCo 
Inc.;  Chairman,  PepsiCo  Worldwide  Restaurants 

Dr.  Eva  Evans,  International  President, 
Alpha  Kappa  Alpha  Sorority  Inc. 

Dr.  Bernard  W.  Franklin,  President. 
Saint  Augustine's  College 

Mr.  Raymond  V  Gilmartin.  President  and  CEO, 
Merck  &  Company  Inc. 

Mr.  Alfred  G.  Golduein.  A.  G.  Associates 


Mr.  William  T.  Gossett,  Former  Partner, 
Dykema  Gossett 

Mr.  Bryant  C.  Gumbel  Host,  "Today  Show'' 

Mrs.  Donald  J.  Hall,  Civic  Volunteer 

Dr.  John  L.  Henderson,  President, 
Wilberforce  University 

Mr.  Jack  M.  Hennessy,  Chairman  and  CEO, 
CS  First  Boston 

Mr.  Hilutry  H.  Holloway,  Attorney  at  Law, 
Marshall,  Dennehey  Warner,  Coleman  dr  Goggin 

Mr.  Durk  I.  Jager,  President  and  COO, 
The  Procter  &  Gamble  Company 

Dr.  Sebetha  Jenkins,  President. 
Jarvis  Christian  College 

Mr.  John  H.  Johnson,  Publisher,  Chairman  and 
CEO,  Johnson  Publishing  Company  Inc. 

Mr.  Michael  H.  Jordan,  Chairman  and  CEO, 
Westinghouse  Electric  Corporation 

Mr.  George  F  Keane,  President  Emeritus  and 
Senior  Investment  Adviser,  The  Common  Fund 

Mr.  Alex  S.  Kroll,  Chairman  Emeritus, 
Young  &  Rubicam  Inc. 

Mr.  Thomas  G  Labrecque,  Chairman  and 
CEO,  The  Chase  Manhattan  Bank  N.A. 

Mr.  David  A.  Ijtventhol,  Editor-at-Large, 
The  Times  Mirror  Company 

Dr.  Thomas  M.  Law,  President, 
Saint  Paul's  College 

Dr.  Shirley  A.  R.  Lewis,  President,  Paine  College 

Mr.  J.  Bruce  Llewellyn,  Chairman  and  CEO, 
The  Philadelphia  Coca-Cola  Bottling  Company 

Mr.  John  A.  Luke  Jr.,  President  and  CEO, 
Westvaco  Corporation 

Mr.  Sanford  £  McCormick.  Chairman, 
McCormick  Resources  Inc. 


Mr.  John  P.  McGarry  Jr.,  Chairman  and  CEO, 
Young  &  Rubicam  Advertising 

Dr.  Joseph  T.  McMillan  Jr..  President, 
Huston-Tillotson  College 

Mr.  J.  Richard  Munro,  Chairman,  Executive 
Committee,  Time  Warner  Inc. 

Mr.  Thomas  A.  Murpliy  Former  Chairman, 
General  Motors  Corporation 

Mr.  R.  William  Murray  Retired  Chairman, 
Philip  Morris  Companies  Inc. 

Mr.  Robert  T.  O'Connell,  Former  Senior  V.P., 
General  Motors  Corporation; 
Former  Chairman,  GMAC 

Mr.  Alfred  C.  Partoll.  Senior  Vice  President, 
State  Government  Affairs,  AT&T 

Dr.  Benjamin  E  Payton,  President, 
Tuskegee  University 

Mr.  Lee  R.  Raymond,  Chairman  and  CEO, 
Exxon  Corporation 

Dr.  Benjamin  F  Reaves,  President, 
Oakwood  College 

Mr.  David  Rockefeller,  Chairman, 

International  Advisory  Committee, 

The  Chase  Manhattan  Bank  N.A. 
% 

Dr.  Gloria  D.R  Scott,  President,  Bennett  ColL 

Dr.  Talbert  0.  Shaw,  President,  Shaw  Univers 

Dr.  S.  Dallas  Simmons,  President, 
Virginia  Union  University 

Dr.  Albert  J. H  Sloan  III,  President,  Miles  Col 

Mr.  William  F.  Stasior,  Chairman  and  CEO, 
Booz  Allen  &  Hamilton  Inc. 

Dr.  Myer  L.  Titus,  President, 
Philander  Smith  College 

Mrs.  Edward  M.  M.  Warburg 

Mr.  Joseph  D.  Williams,  Chairman,  Executive 
Committee,  Warner-Lambert  Company 

Dr.  Cornell  Wynn,  President,  Stillman  College 


RSITY  IS  GOOD  FOR  BUSINESS 


At  Hoechst  Celanese 

we  are  committed  to  building  and  retaining 

a  diverse  and  talented  work  force. 

We  understand  our  global  leadership  in 

basic  and  specialty  chemicals,  fibers,  and 

technical  polymers  depends  on  it. 
That's  why  diversity  remains  a  core  value 
of  the  company.    We  also  believe  diversity 

in  the  workplace  contributes  to 

better  decision  making  and  increases  the 

potential  for  innovation  and  excellence 

Good  people  and  good  business  go  ha 
in  hand  at  Hoechst  Celanese  and  we're 
proud  of  our  winning  combination. 


If  you're  interested  in  receiving  more  information 

about  Hoechst  Celanese  Corporation,  please  write  us  at: 

Hoechst  Celanese  Information  Center 

114  Mayfield  Avenue,  P.O.  Eox  3053 

Edison,  New  Jersey  08818-9869. 


Hoechst  Celanese 


Hoechst 


The  Hoechst  name  and  logo  are  registered  trademarks  of  Hoechst  AG 
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THE   CHUBB 
INSTITUTE 


i,  we  believe  we're 

only  as  good  as  the 

talent  of  our  employees. 

Therefore,  we  devote 


resources  to  selecting  employees  and  training 

them  to  serve  our  customers.  The  talent  we 

employ  must  be  top-notch.  That's  why  we 

support  higher  education  by  giving  students 

real-life  work  experience. 

For  instance,  we've  formed  a  partnership 
with  INROADS,  an  organization  that  places  tal- 
ented minority  students  in  business  internships 
and  prepares  them  for  corporate  and  commu- 
nity leadership.  As  a  leading  supporter  of 
INROADS,  we  place  nearly  100  students  each 
summer.  We've  also  formed  an  alliance  with 
Florida  A  &  M,  lending  our  managers  as  teach- 
ers and  our  branch  offices  as  worksites  for 
students  In  gain  hands-on  business  experience. 

For  Chubb,  supporting  education  not  only 

underscores  our  responsibility  as  a  good  cor 

porate  citizen,  but  it  also  makes  good  business 

sense.  Deing  able  to  hire  employees  from  a 

well-educated,  diverse  workforce  is  our  key  to 

remaining  competitive. 


For 
more  than  ISO 
years,  historically 
black  colleges  and  uni- 
versities have  made  vital 
contributions  to  the 
advancement 
otall 
American: 


President  and  CEO 


tional       mission 

and  are  helping  to 

transform      The 

College        Fund 

from  primarily  a 

fund-raising  group  to  an  organization  that 

provides   significant   administrative   and 

technical  support  to  its  member  colleges. 

This  new  role  comes  at  a  time  when 
The  College  Fund  is  working  to  improve 
its  efficiency.  A  management  analysis  con- 
ducted by  consultants  Booz  Allen 
&  Hamilton  Inc.  has  helped 
The  College  Fund  flatten 
its  organizational  struc- 
ture and  improve 
operational  efficien- 
cies. From  1990  to 
1995,  The  College 
Fund's  annual  cost 
ratio  fell  from  more 
than  24%  to  less 
than  16%. 

According  to  national 
surveys  and  polls,  The 
College  Fund  is  the  leading 
black  charity  in  America,  with  80% 
recognition  for  its  motto,  "A  mind  is  a  ter- 
rible thing  to  waste."  In  the  December 
1994  issue  of  Money  magazine,  The 
College  Fund  ranked  fifth  among  all  non- 
profit organizations  in  the  education  and 
culture  category,  and  it  was  the  only  orga- 
nization in  that  category  to  receive  the 
approval  of  two  watchdog  groups:  the 
National  Charities  Information  Bureau 
and  the  Philanthropic  Advisory  Service  of 
the  Council  of  Better  Business  Bureaus. 
The  College  Fund  was  the  No.  1  black 
charity  among  the  top  100  charities  in  the 
nation  listed  by  The  Chronicle  of 
Philanthropy. 

CENTERS  OF  EXCELLENCE: 
HISTORICALLY  BLACK  COLLEGES  AND 
UNIVERSITIES  (HBCUs) 

Many  people  wonder  about  the  rele- 
vance of  historically  black  colleges  at  a 
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time        w  h  e 
American   educs 
tion  is  supposedll 
color-blind 
President       Gra 
urges  critics  to  judge  these  schools  fir; 
and  foremost  by  the  quality  of  the  proc 
uct.  Through  the  years,  these  schools  ha\ 
proven  to  be  a  highly  efficient  means  c 
bringing  minorities  into  the  U.S.  systerl 
of  higher  education  and  enabling  them  tl 
play  a  critical  role  in  the  economf 
"The    opportunities    fc| 
leadership    positions 
member     schools     ail 
numerous,"  says   D 
Oswald        Bronsoil 
president  of  Bethun<| 
Cookman    Colleg 
"How   we   producl 
leaders    and   superl 
students       can       bl 
described  very  simpl; 
We  recognize  each  persol 
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NATIONAL  FOOTBALL 
LEAGUE 

Success  in  the  NFL  is  measured 
our  ability  to  call  on  talented  im 
viduals  from  all  segments  of  so 
ety.  The  NFL  is  similar  to  organ 
zations  in  other  types  of  busine: 
in  this  country  in  that  we  have  t 
rich  resource  of  UNCF  colleges 
and  universities  on  which  to  rely. 
Hundreds  of  players  have  graduated  from  UNCF 
schools  to  the  NFL  in  the  past  50  years.  Many  of 
these  individuals  have  moved  on  to  other  successfi 
careers  following  their  playing  days,  both  in  the  N 
and  in  other  industries.  We  recognize  the  importan 
role  played  by  the  UNCF  schools  in  educating  out- 
standing individuals,  and  we  are  proud  to  support 
work  of  the  UNCF. 


i  The  Chase  Manhattan  Corporation 


me^national 


ASE  has  continually  turned  to  UNCF  schools  for  leaders 
fght  years  old  she  told  her  grandfather,  "1  want  to  go  into  business:'  Sh 


ales  manager  for  Chase  Manhattan's  Financial  Strategies  Qroup™  A  group  that  she  played  a 
ey  role  informing,  to  serve  individuals  with  substantial  financial  resources.  Alt  M  Oil  Oil 

^accepted  at  Stanford  and  VMft.*^^ 

allege,  a  women's  liberal  arts  school  in  Atlanta.  "I  love  the  challenge  of  the  marketplace, 
ut  then  I  KT16W  I  would.  Even  before  I  made  banking  Hty  C1IOIC6."  Kim  knew 
L  a  United  Negro  College  Fund  school  like  Spelman  W3S  tll6  DGSt  pfSCB 

>r  her.  Offering  not  only  academic  excellence,  but  also  an  opportunity  10  061   I1I6 

nu-ai  skills  needed  to  become  a  leader. 


t"  Kim  knew 


itical 


CHASE     MANHATTAN.    PROFIT     FROM     THE     EXPERIENCE* 
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PARKER  HANNIFIN 
CORPORATION 


an's  flight  through 


Air  Force 
Academy  in  Colorado  Springs,  Colo.,  succinctly 
states  our  company's 

belief  in  tf 
lance  of  education  for 
men  and  women  of  all 

races.  The  Parker 
partnership  with  edu- 
cation detailed  in  this 

supplement  explains 
how  we  are  making 
strong  commitment  to 

the  technical  educa 

tion  of  the  next  gen 
eration  of  engineers. 

While  Parker 


nel  needs  in  a  wide 

variety  of  functions,  as  one  of  the  world's 

largest  employers  of  engineers,  we  focus  much 

of  our  attention  on  technical  recruiting.  To  help 

fill  the  pipeline  from  campus  to  the  corporate 

life  with  well-qualified  applicants,  we  foster 

education  and  training  to  better  prepare  stu- 

r  engineering  careers. 


We  are  proud  that  our  support  of  The 

College  Fund  as  well  as  other  traditionally 

minority  and  majority  educational  institutions 

helps  provide  a  steady  flow  of  well-educated 

leaders  of  the  future. 


as  a  sacred  human 
being  with  po- 
tential, and 
therefore  we  ex- 
pect both  applica- 
tion and  achievement  from  our  young 
people." 

The  corollary  is  clear.  These  colleges 
produce  highly  productive  and  successful 
young  people,  individuals  such  as  Kenrick 
Fagan.  He  picked  an  historically  black  col- 
lege— Florida  Memorial  College — and 
took  part  in  the  GTE/UNCF  Summer 
Science  internship  program.  That  experi- 
ence helped  him  land  a  job  with  GTE  in 
Chantilly,  Va.,  where  he  develops  comput- 
er telephone  switching  software  for  the 
Department  of  Defense. 

"The  internship  program  was  a  huge 
plus,'  says  Fagan.  "There's  a  difference 
between  academic 
learning  and  the  work- 
place. The  internship 
opened  doors  for  me 
and  let  me  know 
where  I  was  going  in 
life.  Its  very  hard  to 
find  a  high-paying  job, 
but  if  you  know  some- 
one at  a  company  and 
they  respect  you,  you 
have  a  better  chance." 
The  fact  that  Fagan 
chose  to  attend  Florida 
Memorial  should 
come  as  no  surprise  in 
a  country  where  ethni- 
cally oriented  colleges 
have  traditionally 
served  to  open  win- 
dows ol  opportunity. 
President  Gray  notes  that  Notre  Dame 
and  Georgetown  universities  were  found- 
ed because  of  the  difficulty  Catholics 
once  faced  in  gaining  admission  to  other 
colleges.  The  same  can  be  said  about  the 
opportunities  that  Brandeis  and  Yeshiva 
universities  offered  Jewish  students,  the 
role  Brigham  Young  University  has 
played  for  Mormons  and  the  benefits 
women's  colleges  have  provided  for  young 
women.  Today  many  of  these  schools  are 
highly  integrated.  Surprisingly,  so  too 
are  many  historically  black  colleges  and 
universities. 

"In  fact,  our  schools  are  more  integrat- 
ed than  many  of  their  majority  counter- 
parts," notes  Gray.  "Whereas  black  stu- 
dent enrollment  averages  about  6%  at  all 
colleges,    non-African-American    enroll- 


EMPOWERING  THE 
WORKFORCE 


ment  at  black  col- 
leges      is       nov<| 
approaching  11% 
Four    historical!) I 
black  colleges  anj 
predominandy  white  today.  And  diversity  I 
can  especially  be  seen  in  the  faculty  com 
position  of  historically  black  schools:  2°A\ 
of  the  faculty  members  at  majority  col  [ 
leges  are  black;  25%  of  the  faculty  mem 
bers  at  black  colleges  are  white.  Amonn 
administrators,  16%  are  white  at  UNCII 
colleges,  while  merely  1.5%  of  adminis 
trators  are  black  at  majority  institutions." 

A     MATTER    OF    ACCESS 

For  young  African  Americans,  histori  I 
cally  black  colleges  also  offer  better  acces  I 
to  a  higher  education.  Despite  decades  o  I 
integration,  the  need  for  historically  blacll 
colleges  is  as  acute  as  ever.  Student  I 
attending  institutions  supported  by  Thf 
College  Fund  have  the  greatest  financial 
needs  and  the  most  limited  financial 
resources  of  any  major  group  of  colleg 
students  in  the  nation.  In  fact,  87%  ol 
students  at  member  colleges  need  som 
form  of  financial  aid,  and  nearly  40°/ 1 
need  total  financial  assistance.  The  averagl 
$40,000  to  $50,000  price  tag  for  fou 
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STATE   FARM  MUTUA 


hile  we're  in  the 
business  of  car, 
home,  life  and  heall 
insurance,  we  recog- 
nize thai  a  good  educa- 
tion is  perhaps  the  best 
possible  protection  for 
future  challenges.  In  1994, 
ies  Foundation  gave  63%  of 
Special  emphasis  is  placed 
,  economics  and  minority 


the  Slate  Farm 
its  grants  to 
on  supporting 
education. 


The  NFL  and  its  players  are  putting  their 

money  where  the  minds  are. 


i  ■ 

Fund,  the  National  Football  League 
fty  of  its  players  joined  together  to 
one  million  dollars  to  UNCF.  But 
ibout  more  than  money.  It  is 
ibout  empowering  a  new  generation,  and 
ng  opportunity  and  education  to 
ed.   It  is  about  paving  the  road 
m  example  for  others.  And  it 
ill  that  a  mind  i 

H 

The  College  Fund 


Trace  Armstrong-Miami  Dolphins 
Bryan  Barker-Jacksonville  Jaguars 
Ray  Brown-Washington  Redskins 
Tim  Brown-Oakland  Raiders 
Vincent  Brown-New  England  Patriots 
Vince  Buck-New  Orleans  Saints 
Mark  Collins-Kansas  City  Chiefs 
Eugene  Daniel-Indianapolis  Colts 
Greg  Davis-Arizona  Cardinals 
Reuben  Davis-San  Diego  Chargers 
Kevin  Clover-Detroit  Lions 
Carlton  Cray-Seattle  Seahawks 
Dennis  Green.  Coach-Minnesota  Vikings 
Courtney  Hall-San  Diego  Chargers 
Jim  Harbaugh-lndianapolis  Colts 
Richard  Harvey-New  Orleans  Saints 
Chris  Hinton-Minnesota  Vikings 
Erik  Howard-New  York  Jets 
Kent  Hull-Buffalo  Bills 
Michael  Husted-Tampa  Bay  Buccaneers 
Garth  Jax-Arizona  Cardinals 
Henry  Jones-Buffalo  Bills 
Mike  Kenn-Atlanta  falcons 
Brett  Maxie-Carolina  Panthers 
Corey  Miller-New  York  Giants 
Pellom  McDaniels-Kansas  City  Chiefs 
Guy  Mclntyre-Green  Bay  Packers 
Raleigh  McKenzie-Philadelphia  Eagles 
Warren  Moon-Minnesota  Vikings 
Leslie  O'Neal-San  Diego  Chargers 
Roman  Phifer-St.  Louis  Rams 
Darryl  Pounds-Washington  Redskins 
Fuad  Reveiz-Minnesota  Vikings 
Ray  Rhodes.  Coach-Philadelphia  Eagles 
Jerry  Rice-San  Francisco  Forty-Niners 
Jackie  Slater-St.  Louis  Rams 
Irv  Smith-New  Orleans  Saints 
Robert  Smith-Minnesota  Vikings 
Michael  Stewart-Miami  Dolphins 
Mike  Sullivan-Tampa  Bay  Buccaneers 
Harry  Swayne  San  Diego  Chargers 
Dave  Szott-Kansas  City  Chiefs 
Patrick  Terrell-New  York  Jets 
Rick  Tuten-Seattle  Seahawks 
Bob  Whitfield-Atlanta  Falcons 
Aeneas  Williams-Arizona  Cardinals 
Alfred  Williams-San  Francisco  Forty  Niners 
Rod  Woodson-Pittsburgh  Steelers 
Bryant  Young-San  Francisco  Forty-Niners 
Kenny  Washington-ln  Memonam 


UNCF  COLLEGES 


Barber-Scotia  College 
Concjrd, 

North  Carolina 

•  •  • 

Benedict  College 
Columbia, 

Smith  Carolina 

•  •  • 

Bennett  College 
Greensboro, 

North  Carolina 

•  •  • 

Bethune-Cookman 
College 
Daytona  Beach, 

Florida 

•  •  • 

Claflin  College 
Orangeburg, 
South  Carolina 

Clark  Atlanta 
University 

Atlanta,  Georgia 

•  •  • 

Dillard  University 
New  Orleans, 
Louisiana 

m    •    • 

Edward  Waters  College 
Jacksonville,  Florida 

Fisk  University 

Nashville,  Tennessee 

•  •  • 

Florida  Memorial 
College 

Miami,  Florida 

•  •  ■ 

Huston-  nllotson 
College 

Austin,  Texas 

•  •  • 

Interdenominational 
Theological  Center 

Atlanta,  Georgia 

•  •  • 

Jarvis  Christian  College 

Han  kins,  Texas 

•  •  • 

Johnson  C.  Smith 
i  niversity 
Charlotte. 
North  Carolina 

a  •  m 

Knoxville  College 
Knoxville.  Tennesee 

Lane  College 

Jackson,  Tennessee 

•  •  • 

LeMoyne-Owen 
College 

Memphis,  Tennessee 

•  •  • 

Livingstone  College 

Salisbury 
North  Carolina 

Miles  College 

Birni  .;bama 


Morehouse  College 
Atlanta,  Georgia 

Morris  College 
Sumter,  South  Carolina 

m    m    • 

Morris  Brown  College 
Atlanta,  Georgia 

Oakwood  College 

Huntsville,  Alabama 

•  •  • 

Paine  College 
Augusta,  Georgia 

Paul  Quinn  College 
Dallas,  Texas 

Philander  Smith 
College 

Little  Rock,  Arkansas 

•  •  • 

Rust  College 
Holly  Springs, 

Mississippi 

•  •  • 

Saint  Augustine's 
College 

Raleigh, 
North  Carolina 

Saint  Paul's  College 

Lawrenceville,  Virginia 

•  •  • 

Shaw  University 
Raleigh, 

North  Carolina 

•  •  • 

Spelman  College 
Atlanta,  Georgia 

Stillman  College 

Tuscaloosa,  Alabama 

•  •  • 

Talladega  College 

Talledega,  Alabama 

•  •  • 

Texas  College 

Tyler.  Texas 

•  •  • 

Tougaloo  College 

Tougaloo.  Mississippi 

Tuskegee  University 

Tuskegee,  Alabama 

•  •  • 

Virginia  Union 
I  niversity 

Richmond,  Virginia 

•  •  • 

Voorhees  College 
Denmark. 
South  Carolina 

W'llberforce  University 
■force,  Ohio 

Wiley  College 

Marshall  Texas 

•  •  • 

Xavier  University 
New  Orleans,  Lou.. 
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years  of  college  is  simply  beyond  the  means 
of  many  African-American  families. 

Individual  colleges  can  only  help  so 
much.  Explains  Dr.  Benjamin  F.  Reaves, 
president  of  Oakvvood  College:  '"Students 
are  struggling  with   fewer  grants,   mote 


UNCF  member  colleges  w«  saw  be 
aMe  to  inpreve  *•*■  research  juT1 
coranuucabons  capatutfes  Uu  m& 


loans  and  a  considerable  debt  burden 
before  they  enter  the  workforce.  Many 
historically  black  colleges  provide  tuition 
assistance  from  operating  funds,  which  is 
tantamount  to  cutting  your  throat  to  give 
yourself  a  transfusion. 

Universities  supported  by  The  College 
Fund  help  students  assemble  financial  aid 
packages  to  cover  tuition,  living  and  inci- 
dental expenses  during  the  entire  four  years 
of  college,  even  though  the  cost  of  attend- 
ing member  colleges  is  lower  than  other 
four-year  colleges.  During  the  1993-94 
academic  year,  the  average  $5,441  tuition 
at  universities  supported  by  The  College 
Fund  was  half  that  of  other  private  colleges 
and  almost  Si 4,000  less  than  the  average 
tuition  at  Ivy  League  colleges.  It  should  be 
noted,  however,  that  endowments  per  stu- 
dent at  UNCF-supported  colleges  are  only 
one-third  of  the  average  for  other  private 
colleges,  and  room  and  board  charges  are 
one-third  less  than  private  colleges  nation- 
ally. Although  faculty  salaries  at  UNCF 
colleges  are  increasing  at  about  the  average 
rate  for  other  instirutions,  they  still  repre- 
sent only  67%  of  the  average  salary  at  all 
private  baccalaureate  institutions. 

A    U N I Q U  B    AND    NURTUR1  N  G 
ENVIRONME  N  T 

Historically  black  colleges  also  have 
served  as  a  base  for  young  blacks  to  move 
into  the  wider  society.  Most  students  are 


the  first  in  their  families  to  attend  college 
and  historically  black  colleges  offer  the» 
students  a  nurturing  atmosphere,  mentor 
with  whom  they  can  identify,  role  model 
who  are  well-known  educators  and  thi 
ability-  to  participate  fully  in  classroon 
and  extracurricular  activities. 

Furthermore,  historically  black  college 
have  done  a  much  better  job  of  inspirinj 
black  students  to  reach  their  highes 
potential.  Dr.  Cordell  Wynn,  president  o 
Stillman  College,  says:  "Institutions  sup 
ported  by  The  Colleg 
Fund  have  an  impressiv 
record  of  educating  stu 
dents.  We've  done  this  b 
caring  for  them  an< 
understanding  their  back 
grounds.  Many  of  ou 
presidents,  faculty  an« 
staff  have  come  from  simi 
lar  circumstances."  D 
Wvnn  points  out  ths 
black  colleges  work  wit 
"the  whole  individual"  t| 
prepare  the  student  for 
If  students  need  skills  for  the  jo 
we  are  there,"  he  says.  "If  the 
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need  to  know  how  to  dress,  we  are  there 
Whatever  is  needed,  we  can  address  it. 

The  unique  environment  that  historl 
lv  black  colleges  offer  has  been  substantia 
ed  in  a  study  by  Dr.  Jacqueline  Fleming,  a 
adjunct  professor  at  Barnard  College  an 
president  of  Motivational  Researc 
Corporation.  The  fout-year  study,  suppor 
ed  bv  the  Carnegie  Foundation,  showe 
that  students  in  predominandy  black  co 
leges  experience  roughly  mice  the  acaden 
ic  and  intellectual  growth  as  blacks  in  pr 
dominandy  white  colleges.  These  same  sti 
dents  showed  higher  rates  of  developmei 
in  their  own  estimates  of  cognitive  growi 
and  confidence. 

"The  prevailing  assumption  was  th 
because  of  a  lack  of  facilities  at  bla< 
schools  the  students  would  be  better  off 
majority  schools,"  says  Dr.  Fleming.  "Tl 
studv  shows  that  these  students  we 
thriving,  not  hurting,  in  the  atmosphe 
in  which  thev  were  studying.  It  showed 
how  important  student/teacher  relatio 
ships  are  in  the  educational  process." 

LISTENING    T  O    D  0  N  O  R  S 

Although  many  corporations  belie 
that  supporting  The  College  Fui 
through  unresrricced  gifts  is  the  best  w 
to  bring  opportunity  to  more  young  bla 
Americans,  The  Fund  welcomes  done 
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that  wan:  to  direct  their  contributions  to 
specific  areas  of  study  directly  relating  to 
■e  donor's  workforce  needs.   Restricted 
grants  have  grown  from  S5.2  million  to 
almost  S 16  million  in  the  past  five  years. 
The  result?  The  College  Fund  manages 
Mid  administers  a  world-class  slate  of  pro- 
grams and  offerings,  more  than  350  in  all, 
*  aicompassing  a  wide  range  of  disciplines 
s  rom  science  to  technology,  finance,  pre- 
Itned,  the  arts,  community  programs,  pre- 
?jx>llege  and  environmental  justice.  The  pro- 
9;rams  support  an  array  of  endeavors  includ- 
ing faculty  development,  scholarships,  men- 
I  ormg,     student     recruitment,     summer 
"knrichment,  study  abroad  and  research. 

The  structure  and  effect  of  these  corpo- 
■K  partnerships  is  powerful.  The 
^■ICF/Citibank  Fellows  Program,  for 
■stance,  offers  scholarship  support.  More 
Biportant,  however,  is  the  fact  that  each 
Jfcllow  is  carefully  matched  with  a  Citibank 
^ecutive,  providing  young  African- 
1wnerican  students  with  a  portal  into  the 
world  of  high  finance. 

The  program  has  worked  for  individuals 
l^uch  as  Sean  Hunt,  a  current  Citibank  fel- 
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low  from  Clark  Atlanta  University.  As  a 
high  school  student  looking  for  direction. 
Hunt  could  only  dream  or  becoming  a 
well-trained  professional.  The  UNCF/ 
Citibank  Fellows  Program  matched  Hunt 
with  Phil  Butterfield,  vice  president  of  pri- 
vate banking  at  Citicorp  in  New  York,  giv- 
ing him  insight  into  a  world  he  may  not 
have  otherwise  known.  The  experience, 
Hunt  says,  provided  personal  growth  and  a 
time  of  transition. 

The  program  has  worked  for  Citibank  as 
well.  Peter  Thorp,  Citibanks  vice  president 
of  university  relations,  believes  that  donor- 
directed  funding  has  paid  dividends  for  his 
company  and  for  recipients.  "We  know- 
where  the  funds  are  going  and  what  they 
are  being  used  for.  We  as  a  hinder  and  those 
Citibank  people  who  have  been  mentors 
are  especially  pleased  with  the  number  of 
graduates  who  go  on  to  fulfill  their  person- 
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Each  U.S.  president  since  Franklin  D.  Roosevell  has 
expressed  strong  support  tor  the  work  ot  The  College  Fund. 
Below  are  the  words  ot  five  ot  our  nation's  chief  executives 
itprtbig  their  personal  commitment  to  the  UNCF. 

"I  have  long  been  familiar  with  the  work  of  the  UNCF 
colleges.  Uespite  their  limited  resources,  these  schools 
have  made  manifold  contributions ....  Using  education  as 
a  common  denominator  tor  our  many  problems,  racial  and 
otherwise,  [UNCF  schools]  can  aid . . .  by  helping  to  make 
America  a  united  nation." 

— Franklin  D.  Roosevelt 


"It  is  no  exaggeration  to  say  that  there  are  tew  educa- 
tional drives  more  important  or  of  more  vital  significance 
than  that  of  the  United  Negro  College  Fund.  Developing 
through  higher  education  the  full  potential  of  so  many  mil- 
lions ol  young  citizens  whose  skills  might  otherwise  be  lost 
to  our  nation ...  is  not  only  an  act  ol  justice.  In  a  world  of 
crisis,  it  is  also  an  urgent  requirement  of  national  security." 

— John  F  Kennedy 


"The  United  Negro  College  Fund  has  told  us  that  A  mind 
is  a  terrible  thing  lo  waste.'  Our  future  will  depend  on 
young  minds  that  are  educated,  thoughtful  and  informed.  I 
wholeheartedly  support  the  United  Negro  College  Fund.  I 
believe  support  for  die  Fund  and  for  its  member  institutions 
equals  support  for  a  better  America." 

— Ronald  Reagan 

f — 


"When  so  many  despair  about 
organization  gives  tomorrow's  great  minds  room 
to  grow.  May  the  noble  aims  ol  this  organization  guide 
this  nation  always." 


"We  must  honor  our  past  by  creating  a  new  freedom 
for  those  who  have  been  left  behind  in  this  brave  new 
world  in  which  mere  is  so  much  good  and  so  much  bad 
existing  side  by  side.  The  freedom  lo  learn  has  to  be  not 
just  for  the  best  of  us,  but  for  all  Die  rest  of  us." 

—Bill 


THE   CHASE 
MANHATTAN   BANK 

hile  Chase 
Manhattan's  rela- 
tionship with  the 
UNCF  goes  back  lo 
the  very  beginning  of 
tJie  Fund's  history,  itt 
never  been  more  vital 
than  today.  Chase  is  a 
proud  supporter  of  the  UNCF  and  actively  recruits 
and  employs  students  from  UNCF  schools. 

The  missions  ol  Chase  and  the  UNCF  are 
strikingly  complementary.  At  Chase,  the  unique 
talents  ol  each  individual  directly  contribute  to  our 
overall  success.  The  distinct 
background,  experience  and 
insights  ot  each  of  our  col- 
leagues give  us  an  advan- 
tage in  die  international 
marketplace.  Chase  people 
ask  a  lot  ot  one  another — 
and  we  deliver. 

Of  all  the  reasons  people 
come  to  Chase,  a  major  lac- 
tor  is  our  commitment  to  the 
success  of  our  colleagues. 
We  look  for  the  most  talent- 
ed people  available,  and 
offer  them  career  opportuni- 
ties that  are  second  to  none. 
UNCF  schools  play  a  critical 
role  in  our  search  for  the 
very  best. 


eorge  Bush 


Chairman  anil  CEO 
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Partnerships  For  Excellence 
In  Engineering  Education 

Parker  Hannifin's  support  of  the  UNCF  is  part  of  a  broad  national 
effort  to  train  a  new  generation  of  American  engineers. 


Forming  partnerships  with  colleges  and  universities  to 
improve  engineering  education  is  something  that  came 
naturally  for  us  at  Parker.  We've  been  forming  strategic 
partnerships  with  our  customers  for  years. 

When  our  engineers  work  with  our  customers,  we 
can  help  design  better  motion-control  systems  that 
reduce  the  amount  of  parts  and  labor  required,  and 
improve  the  performance  of  a  wide  range  of  products. 

It  made  sense.  If  our  people  also  could  work  in  part- 
nership with  colleges  and  universities,  lots  of  good  things 
would  result,  and  they  have. 


Parker's  Duane  Crockrom  meets  with  Dr.  Benjamin  T.F.  Chung.  Department  of 
Mechanical  Engineering  Chair.  University  of  Akron.  They  are  shown  in  the  University's  new 
fluid  power  and  motion-control  laboratory,  donated  by  Parker  Hannifin. 


Technology  and  Academics:  A  Two  Way 
Street.  Duane  Crockrom,  a  Parker  Group  Human 
Resources  and  Development  Manager,  summed  it  up:  "It 
used  to  be  that  engineering  education  was  mostly  theo- 
retical, with  little  experience  in  applying  theory  to  real 
problems.  Fresh  out  of  college,  a  graduate  engineer  often 
faced  another  long  learning  process. 

"That's  no  longer  acceptable  with  today's  global  com- 
petition. Today's  engineers  have  to  hit  the  ground  running, 
start  solving  problems  and  build  solutions  immediately.  As 
one  of  the  largest  employers  of  engineers  in  the  world, 
Parker  has  a  vested  interest  in  helping  assure  a 
continuing  supply  of  the  brightest,  best-trained  engineers. 

"To  hire  better-trained  engineers,  we  have  formed 
working  partnerships  with  colleges  and  universities  across 
the  country  to  help  improve  engineering  curricula  and  facil- 


ities, and  to  sponsor  applied  research  in  motion-control 
technology.  It  is  critical  for  our  growth  as  a  company.  It  is 
critical  for  our  growth  as  a  nation." 

A    partnership    takes    more    than    money. 

Everyone  expects  an  equal  opportunity  employer  like 
Parker  to  contribute  to  the  United  Negro  College  Fund 
and  to  recruit  minority  students.  We  do.  But  we  don't  stop 
there.  We  send  our  people  to  help  improve  engineering 
programs  and  facilities  at  historically  Black  colleges  and 
universities. 

In  recent  years,  Parker  has  increased  its  working  rela- 
tionships with  a  number  of  those  institutions, 
such  as  Florida  A&M,  Hampton,  Alabama  A&M, 
Tuskegee,  North  Carolina  A&T,  Central  State  and 
Wilberforce. 

"Now  our  efforts  are  paying  off,"  adds  Mr. 
Crockrom.  "At  these  schools,  we're  finding 
more  candidates  who  are  well-qualified  for  oppor- 
tunities at  Parker.  One  example  is  Ron  McElrath, 
an  industrial  engineer  we  recently  hired  from 
Florida  A&M.  Dick  Coley,  an  industrial  engineer, 
is  another  recent  hire,  from  North  Carolina  A&T. 
"I'm  proud  that  we  not  only  recruit  at 
UNCF-supported  historically  Black  colleges, 
but  we  also  hire  minority  engineers  at  other 
institutions  as  well.  For  example,  we  recently 
hired  Dave  Earl,  a  mechanical  engineer  from 
Illinois  Institute  of  Technology.  Sharice  Fason,  a 
mechanical  engineer,  is  a  recent  hire  from  the 
University  of  Akron.  Steve  Ried,  an  industrial 
engineer,   recently  joined  us  from  Purdue. 

"Of  course,  Parker  has  a  continuing  need  for  employ- 
ees in  other  business  disciplines.  When  we  recruit,  we  are 
also  looking  for  majors  in  fields  such  as  accounting,  com- 
puter science,  marketing  and  business  management. 

"But  engineering  is  our  greatest  need.  Our  personal 
involvement  with  colleges  over  the  years  is  helping  to 
improve  recruiting  results.  However,  much  more  needs  to 
be  done  to  build  the  UNCF.  We  welcome  the  participation 
of  more  companies." 

At  Parker  Hannifin,  we  support  the  United  Negro 
College  Fund  as  one  important  part  of  our  commitment  to 
excellence  in  engineering  education.  We  contribute  our 
money,  time,  and  most  importantly,  the  participation  of  our 
people.  It's  a  spirit  of  partnership  that  has  made  Parker  a 
world  leader  in  technology  development. 


Parker... opening  minds  and  opening  doors 


It's  happening  now.  Parker  experts  in 
motion-control  technology  are  helping 
engineering  schools  teach  students 
the  practical  skills  needed  to  design 
better  motion-control  systems  for 
industrial,  automotive  and  aerospace 
applications. 

It's  working  now.  Parker  people  are 
helping  colleges  and  universities 
improve  teaching  programs,  build 
better  research  laboratories  and 
encourage  students  to  look  at  the 


challenges  and  career  satisfaction 
awaiting  them  at  companies  like 
Parker. 

It's  paying  off  now.  We're  working 
side  by  side  with  historically  Black 
colleges  and  universities,  and  other 
institutions,  to  help  train  a  new  gen- 
eration of  American  engineers  and 
business  leaders.  This  will  help  Parker 
increase  its  leadership  in  hydraulic, 
pneumatic  and  electromechanical 
technologies. 


It's  a  true  partnership  that's  opening 
minds  and  opening  doors  for  our 
company,  our  employees,  and  for 
our  nation. 

For  more  information  on  career 
opportunities  at  Parker,  please  write 
for  our  brochure,  "Opportunities  and 
Technologies  That  Stretch  Around 
the  World."  Department  of  Human 
Resources,  Parker  Hannifin 
Corporation,  17325  Euclid  Avenue, 
Cleveland,  Ohio  44112-1290. 


A  partnership  in  vital  technologies 


Parker 
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well-educated  workforce 
is  critical  to  the  vitality  ol 
our  businesses,  our  com- 
munities and  our  nation. 
For  more  than  20  years, 
Rockwell  has  been 
involved  actively  in 
business/education  partnerships  at  all  levels  ol 
the  education  system.  Through  individual  and 
corporate  contributions,  Rockwell  and  its 
employees  mentor  students,  hind  scholarships 
and  internships,  and  serve  as  curriculum  advis- 
ers in  colleges,  universities  and  education- 
related 


An  important 
part  ol  our  commit- 
ment to  education 
includes  our  on- 
going support  lor 
The  UNCF  and  its 
member  colleges. 
By  providing  access 
to  higher  education 
tor  disadvantaged 
students,  UNCF 
does  more  than 
extend  opportunity 
to  our  youth — it 
helps  create  a 
diverse  and  vibrant 

talent  pool  from  which  our  nation's  future 
leaders  will  be  drawn. 

Rockwell's  commitment  to  education  is 

strong,  and  we  are  pleased  to  continue  our 

support  of  the  UNCF  and  its  efforts  in 

developing  America's  greatest 

resource — its  youth. 


OaattR.  Belli,  CEO 


al  goals  and  ambi- 
tions," says  Thorp. 
No  doubt  such 
programs    will    |g| 
produce  the  next 

generation  of  black  scientists,  researchers, 
physicians,  engineers  and  businesspeople 
through  such  additional  program  initia- 
tives as: 

•  The  GTE  Summer  Science  Program, 
which  offers  prospective  scientists  from 
UNCF  colleges  practical  experience 
through  a  one-month  internship  working 
in  GTE's  main  laboratories  in  Waltham, 
Mass.  Faculty  from  member  schools  also 
work  on  research  projects  during  the 
month. 

•  UNCF/Pfizer  Foundation  "Art  of 
Teaching  Chemistry"  Grant  Program. 
This  program  works  directly  with  chem- 
istry professors  at  member  colleges  to 
develop  innovative  approaches  to  teach- 
ing chemistry  and  to  attract  more  fresh- 
man to  chemistry 
majors. 

•  GE  Fund.  The 
Foundation  pro- 
vides ongoing  sup- 
port of  college  fairs 
and  publications 
around  the  country 
to  inform  thousands 
of  high  school  stu- 
dents about  private 
historically  black 
colleges. 

•  The  Travelers 
Foundation 
Academy  of 
Finance.  Borrowing 
from  the  Travelers' 
highly  successful 
high-school  initia- 
tive in  educating  the 
young  about  the 
economic  world 
around  them,  The 
College     Fund     is 

extending  the  program  by  establishing  a 
pilot  academy  at  Clark  Atlanta 
University.  Its  goal  is  to  educate  college 
students  for  the  real  world  of  finance 
through  classroom  and  work  experience 
to  better  prepare  them  for  related  careers. 

•  Ronald  McDonald  Children's 
Charities/  UNCF  Health  and 
Medical  Scholars  Program  provides  full- 
tuition  scholarships  to  ten  premed  or 
health-related  students.  The  grant  also 
provides  $1,000  scholarships  to  another 
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50  premed  stu- 
dents. 

•  General  Motors' 
Engineering 
Excellence  Awards 


: 


t 


grant  provides  $150,000  for  scholarships 
for  outstanding  engineering  students  at 
UNCF  and  other  historically  black  col- 
leges and  universities. 

•  IBM  Faculty  Fellowship  Program,  a 
$125,000  grant,  allows  schools  to 
increase  the  number  of  faculty  members 
with  doctorates  in  business,  economics, 
engineering,  mathematics,  physics  and 
science  technology.  Approximately  12 
awards  are  made  each  year. 

•  Nestle/UNCF  Fellows  Program  awards 
eight  scholarships  per  year  to  seniors 
interested  in  business  careers.  The  Fellows 
Program  begins  with  an  internship  at 
Nestle  during  the  summer  prior  to  the  V  ' 
senior  year. 

Through  these  and  other  programs. 
The  College  Fund  allows  corporate  part- 
ners to  direct  their  giving  and  focus  then 
efforts  to  help  educate  the  best  anc 
brightest  of  our  youth.  Several  new  pro- 
grams look  toward  global  horizons 
Through  summer  institutes,  internships 
study  abroad,  language  training  and  cur- 
riculum development,  the  UNCF 
Institute  of  International  Public  Policy 
funded  by  the  U.S.  Department  o; 
Education,  provides  a  comprehensive 
training  program  to  prepare  African 
American,  Hispanic-American  anc 
Native-American  students  for  interna- 
tional and  foreign  service  careers 
Through  faculty  exchange,  student  stud) 
abroad  at  Hebrew  University  in  Jerusalen 
and  cultural  exchange  initiatives,  Th< 
UNCF/Israel  Exchange  Program  seeks  tc 
strengthen  ties  and  understanding  amonj 
African  Americans  and  the  American  anc 
international  Jewish  community. 


BROAD-BASED    SUPPORT 

It's  not  just  corporate  America  tha 
believes  in  The  College  Fund.  Its  gooc 
works  enjoy  a  diverse  chorus  of  nonparti 
san  support — from  Bill  Clinton  t< 
George  Bush,  from  Michael  Jordan,  bas 
ketball  star,  to  Michael  H.  Jordan,  CEC 
of  Westinghouse. 

Thousands  of  volunteers  across  th 
country  help  The  College  Fund's  25  are; 
offices  and  national  headquarters  manag 
its  efforts  and  raise  the  funds  necessary  t( 
effect  change. 

Prominent  African  Americans  do  thei 


This  Class  Doesn't  Just 

Study  Current  Events. 

They  Make  Them. 


Kate  Collins  does  more  than  prepare  her 

seventh  and  eighth  grade  geography  classes  for  the 

future.  She  prepares  them  for  the  present.  All  in  a  lesson 

she  gave  her  students  concerning  a  dying  Dallas  landmark  -White 

Lake,  a  lake  that's  suffering  from  the  effects  of  pollution  and  silting. 

Kate  had  her  kids  carefully  study  everything  about  White  Rock  Lake. 

they  looked  at  more  than  just  the  lake's  geography.  They  investigated  its  ecology  as  well  as 

lake's  environment.  Then  they  devised  a  plan  of  action  to  save  the  troubled  body  of  water  which 

they  chronicled  in  a  documentary  they  produced  for  cable  TV. 

But  the  kids  didn't  stop  there.  The  assignment  really  came  to  fruition  during  a  visit  to  the 
Dallas  City  Council,  where  the  kids  urged  support  for  $9  million  to  dredge  White  Rock  Lake.  And 
happily  for  the  kids,  as  well  as  for  the  community,  the  Dallas  City  Council  eventually  approved  it. 

So  it's  only  natural  that  State  Farm  honors  Kate  with  the  Good  Neighbor 
Award,  along  with  $5,000  to  be  donated  in  her  name  to  St.  Monica  Catholic 
School  in  Dallas,  Texas. 
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MERRILL  LYNCH  & 

CO.   INC. 

errill  Lynch  is  commit- 
ted to  a  set  ot  tive 
basic  values  that  we 
call  the  Merrill  Lynch 
Principles.  Two  ot 
come 
in  our 
support  tor  The  College 
Fund — Responsible 
Citizenship  and  Respect  for 
the  Individual. 

Responsible  Citizenship 
means  that  as  a  corporation 
and  as  individuals,  we  are 
committed  to  giving  some 
thing  back  to  our  society  and 
to  the  communities  where 
we  live  and  work.  One  lorm 
this  takes  is  an  active  pro- 
gram ol  philanthropy,  and 
education  has  always  been 
the  primary  tocus 
ot  our  giving. 

Respect  tnr  the  Individual 

means  respecting  the  dignity 

ot  each  person,  whether  an 

employee,  shareholder,  client 

or  member  ol  the  general 

public.  Merrill  Lynch  is 

proud  to  support  the  UNCF, 

an  organization  cummitted  to 

nurturing  the  dignity  that 

comes  through  education  and 

sell  impravemi 


share.  One  of  the 
most     successful 
sources   of  indi- 
vidual  donations    |pj 
is  the  Lou  Rawls 

Parade  of  Stars  telethon  broadcast  nation- 
wide each  January.  Last  year  Rawls  was 
joined  by  cohosts  Alex  Trebek,  Marilyn 
McCoo  and  Gladys  Knight  in  raising  a 
record-breaking  $12.2  million  in  cash 
and  pledges. 

Over  the  past  five  years,  "Today  Show" 
host  Bryant  Gumbel  has  garnered  more 
than  $3  million  for  The  Fund  with  his 
Bryant  Gumbel/Walt  Disney  Celebrity- 
Am  Golf  Tournament.  Basketball  great 
Earvin  "Magic"  Johnson's  Midsummer 
Nights  Magic  basketball  game  in  Los 
Angeles  has  contributed 
more  than  $8  million 
over  the  past  nine  years. 
Other  significant  donors 
in  the  entertainment 
field  include  Michael 
Jackson,  Janet  Jackson, 
Yoko  Ono,  Spike  Lee, 
Whitney  Houston  and 
Michael  Bolton. 

Donating  to  The 
College  Fund  has  been 
overwhelmingly  popular 
with  employees  as  well. 
As  one  of  the  charities 
listed  on  the  Combined 
Federal  Campaign  that 
deducts  donations  direct- 
ly from  federal  employ- 
ees' paychecks,  The 
College  Fund  is  the 
most  popular  African- 
American  charity  and 
one  of  the  most  popular 
overall.  Increasingly,  too, 
donors  are  taking  advan- 
tage of  matching  gift 
programs  with  corporate 
employers.  More  than 
135,000  individuals 
supported  the  organiza- 
tion with  corporate- 
matched  funds  in  1994, 
and  the  number  grows 
each  year. 

Through  free  creative 
services  provided  for  28 
years  by  Young  & 
Rubicam,  and  space  and 
time  donations  in  publi- 
cations and  television 
from    the    Advertising 


EMPOWERING  THE 
WORKFORCE 


Council,    nearly! 

all  of  America  is  I 

familiar     with! 

the    compelling! 

theme,  "A  mind  is] 
a  terrible  thing  to  waste." 

Because  of  its  important  work  of  edu- 
cating and  producing  new  leaders,  Thel 
College  Fund  has  been  endorsed  by  each  I 
U.S.  president  since  its  inception  in  1944.| 
beginning  with  Franklin  D.  Roosevelt  (seel 
sidebar).  In  fact,  former  President  Georgel 
Bush  began  contributing  to  The  Collegel 
Fund  when  he  was  a  student  at  Yale.  His  I 
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THE  EQUITABLE  LIFE 

ASSURANCE  SOCIETY 

OF  THE  UNITED  STATE S\ 

It  was  only  natural  lor  Equitable  to 
become  a  founding  corporate  spon-j 
sor  of  the  UNCF  50  years  ago, 
lor  we  had  already  spent  our  first 
85  years  finding  ways  to  help  the 
many  communities  we  serve.  Sine 
that  historic  gift,  the  largest  por- 
tion of  our  corporate  giving  has 
gone  to  help  minority  students  gain  access  to 
colleges  and  universities. 
For  example,  we  funded  the  printing  of 
i  a  Community  School:  A  Revolutionary 
i  in  Public  EWucatiun,  a  workbook  written 
by  one  of  our  grantees.  By  distributing  it  to 
business  and  educational  leaders,  we  hope  to 
spark  interest  at  the  local  level  nationwide. 

Education  is  the  key  to  giving  ynung  people 
a  precious  necessity:  Pnwer  Over  Tomorrow*" 
As  you  can  see,  our  commitment  to  the 
principle  of  equal  opportunity  is  as  strong 
as  it  was  50  years  ago.  It's  only  natural. 


S  THIS  GENERATION  STRUGGLE? 
TOWARD  SUCCESS,  WE  SALUTE  THE  GUI-DANCE 

the  United  Negro  College  Fund  provides 
Chrysler  Corporation  considers  it  an  honor 

TO  BE  A  STRONG  SUPPORTER  OF  YOUR  ENDEAVORS 

TOGETHER 

W|  PLAY  A  FUNDAMENTAL  ROLE  IN  THE  EDUCATION 
0|  OUR  YOUTH  AND  THUS  UPLIFTING  OUR  NATION. 


PLEASE  CONTINUE  STRIVING 
\  / 
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SALLIE  MAE 
allie  Mae  shares  a  com- 


q 

^^    UNCF:  a  mutual  commit 

I  1    ment  to  helping  students 

J^^^y    attain  the  education  they 

f^^^     need  to  participate  fully  in 

the  future  ot  this  country.  With  one-third  ot  all 

new  professional  and  technical  workers  of  the 

U.S.  workforce  expected  to  be  minorities, 

UNCF's  mission  of  educating  African-American 

students  is  today  as  critical  as  ever. 

For  more  than  15  years,  Sallie  Mae  has 

recognized  the  valued  work  being  undertaken 

by  The  College  Fund.  In  addition  to 

$500,000  in  contributions 

toward  UNCF'S  CAMPAIGN 

2000 — a  $250  millii 

capital  drive  to  support 

the  41  member 

colleges  and 


Sallie  Mae  has 
supported  UNCF  in  other 
ways  as  well.  In  keeping 
with  its  expertise  as 
nation's  largest  owner  and  servicer 
of  education  loans,  Sallie  Mae  was  instrumen- 
tal in  developing  a  program  to  ensure  that  stu- 
dents from  UNCF  institutions  have  access  to 
guaranteed  student  loans. 

Sallie  Mae's  long-standing  partnership  with 

The  College  Fund  has  helped  fulfill  a  collective 

mission:  making  education  possible  for 

tomorrow's  workforce, 

tomorrow's  visionaries, 

tomorrow's  leaders. 

Lawrence  A.  Hough, 


long-term  support 
has  included  the 
donation  of  half 
the  proceeds  from 
his  autobiography 
Looking  Forward  to  The  College  Fund,  as 
did  John  F.  Kennedy's  with  portions  of 
the  proceeds  from  his  Pulitzer  Prize- 
winning  Profiles  in  Courage. 

A  SECOND  HALF-CENTURY 
BEGINS 

This  year,  The  College  Fund  begins  its 
second  half-century.  Despite  its  expand- 
ing role  in  services  to  member  colleges  and 
corporations,  in  programs  focused  on  spe- 
cific majors,  in  international  education 
and  in  state-of-the-art  information  sys- 
tems, The  Funds  leaders  are  not  losing 
sight  of  the  organization's  historic  mission. 
Innovations  and  change  are  only  tools  to 
better  fulfill  its  prime  purpose — to  be  a 
highly  credible,  highly  successful,  highly 
efficient  model  through  which  corpora- 
tions, foundations  and  individuals  can 
support  minority  education. 

Says  Gray,  "At  one-third  to 
one-half  the  cost  of  many 
colleges  and  universi- 
ties, our  41  mem- 
ber institutions 
offer  a  full  range 
of  academic 
programs.  But 
cost  effective- 
ness and  curric- 
ula alone  do 
not  tell  the 
story.  Our  insti- 
tutions foster  lead- 
ership, commit- 
ment, creativity,  critical 
thinking  and  the  ability  to 
be  a  lifelong  learner — key  ele- 
ments in  making  the  transition  from  the 
classroom  to  the  high-performance  work- 
place of  today. 

"Now  is  the  time  for  corporations  to 
support  a  proven  way  to  make  a  real  dif- 
ference in  spurring  diversity,  in  providing 
high-quality  education  to  all,  in  creating  a 
change  that  will  result  in  a  more  prosper- 
ous America  and  strengthen  corporate 
bottom  lines,"  Gray  continues.  "That  way 
is  called  The  College  Fund.  For  many  cor- 
porations, including  Merck,  we  are  the 
answer  to  how  you  can  strengthen  the 
nation's  social  fiber  while  developing  the 
specific  skills  that  a  corporation  needs." 
For  more  information  on  how  your 
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organization  ca 
help  suppoi 
minority    educ. 

pj    tion,      and      i 

turn  strengthe 
America's  new  workforce,  please  conta 
the  UNCF  Communications  Departmei 
at  (800)  332-UNCF.  ■ 


Author  CregMatusky  has  written  extensively  on  business  u 
icsfor  major  corporations  and  national  publications.  His  I 
est  book  is  50  Things  You  Can  Do  to  Save  American  Jo 


iRYSLER  CORPORATIO 

s  the  Industrial  Age  has  given  way 
nation  Age,  America's  m 
for  an  educated  workforce — 
one  that  can  compete  against 
any  in  the  world — has  nev 
been  greater. 
Meanwhile,  as  the 
American  melting  pot  has  given  way  to  the  sea  of 
diversity,  it  remains  imperative  that  minorities  ha\ 
access  to  opportunities  in  education  that  help  them 
and  our  nation  compete. 

That  is  why  Chrysler  Corporation  proudly 
contributes  to  the  UNCF.  Like  the  UNCF,  Chrysler 
believes  that  diversity  does  not  hinder  progress  b 
promotes  it,  and  that  people — in  all  their  rich 
diversity — are  America's  strength. 

The  UNCF  is  one  of  many  educational  program: 
and  institutions  supported  by  Chrysler,  all  of  whicl 
touch  the  lives  of  minorities.  They  range  from  a 
reading  incentive  program  for  first-grade  student: 
to  a  program  for  employees  who  want  to  be 
mentors  to  elementary  school  students,  to 
school  to  work  initiatives. 

We  congratulate  die  UNCF  for  its  years  as  a 
provider  and  defender  of  educational  opportunitie: 


j. 


Equitable  is  The  Equitable  Life  Assurance  Society  of  the  United  States.  Life  insurance  and  annuity  contracts,  including  variable  annuities  and  variable  life  insurance,  are  issued  by  Equitable  or  Eouitable  Variable  Life 
Insurance  Company,  New  fork,  NV 10019  Mutual  funds,  variable  annuities  and  variable  life  insurance  are  distributed  through  Equito  Securities,  Inc ,  New  fori .  NY  IMS  and  are  ofBy  prospeSTnly  GE-J 


Scary  tkougkt.  Wken  you  work  for  yourself,  you've  got  to  take  care  of  yourself.  (Unless,  of  course, 
you  expect  to  work  forever.) 

Fortunately,  Equitable  kas  some  unusually  easy  ways  for  you  to  sock  it  away  for  tomorrow.  We  can 
introduce  you  to  an  array  of  mutual  funds,  variable  annuities  and  life  insurance  -  ideas  to  kelp  you  plan 
tke  future  —  some  tkat  even  kelp  defer  taxes. 

To  find  out  more  about  tkese  products,  including  ckarges  and  expenses,  ask  your  agent  for  a  prospectus. 
tie  sure  to  read  it  carefully  before  you  invest  or  pay  money. 

And  do  it  soon.  Of  all  tke  tkings  you  kave  to  do  for  yourself  now,  tkis  one's  for  tomorrow. 


■  EQUITABLE 


Po 


wer    over    tomorrow 


MILLION-DOLLAR- 
PLUS 
CORPORATE 
DONORS: 

American  Airlines  Inc. 
Anheuser-Busch  Companies 
AT&T  Corporation 
Callaway  Golf  Company 
Chemical  Banking 

Corporation 
Chrysler  Corporation 
Citicorp/Citibank 
The  Coca-Cola  Company 
Conrad  N.  Hilton  Foundation 
Dow  Jones  &  Company  Inc. 
E.I.  Du  Pont  de  Nemours  & 

Company 
EDS 

Exxon  Corporation 
Ford  Motor  Company 
Frito  Lay  Inc. 
General  Electric  Company 
General  Motors  Corporation 
International  Business 

Machines  Corporation 
JC  Penney  Company 
Johnson  &  Johnson 
Ronald  McDonald  Children's 

Charities 
Merck  &  Co.  Inc. 
The  National  Football  League 
NationsBank  Corporation 
PepsiCo  Inc. 

Philip  Morris  Companies  Inc. 
The  Procter  &  Gamble 

Company 
Sears  Roebuck  &  Co. 
Texaco  Inc. 
Texas  Instruments 

Incorporated 
Wachovia  Corporation 
Wal-Mart  Stores  Inc. 
Warner-Lambert  Company 
Westinghouse  Electric 

Corporation 
Xerox  Corporation 


CAMPAIGN    2000 

CAMPAIGN  2000,  The  College  Fund's  most  exciting  and  ambi- 
tious fund-raising  campaign,  provides  a  rare  opportunity  for  forward- 
looking  companies,  foundations  and  individuals  to  invest  in  the  future 
prosperity  and  success  of  this  nation. 
Begun  in  March  1990,  with  a  $50  million  challenge  from  former 
Ambassador  Walter  H.  Annenberg  toward  a  total  of  $250  million, 
CAMPAIGN  2000  is  raising  funds  to  address  the  most  pressing 
needs  identified  by  UNCF  college  presidents:  endowment, 
facilities,  scholarships,  programs  and  faculty  development. 
These  needs  serve  the  rapidly  increasing  enrollments  of 
UNCF  students,  now  more  than  54, 000  annually. 
The  College  Fund  gratefully  salutes  the  corporations  listed  here — as 
well  as  the  many  foundations  and  individuals  not  listed — that  have 
generously  contributed  to  CAMPAIGN  2000. 


ADDITIONAL 
CORPORATE  DONORS 

ABKCO  Music  &  Records  Inc. 
Advertising  Federation  of  Saginaw 

Valley 
Aerospace  Industries  Association 
Aluminum  Company  of  America 

(ALCOA) 
American  Brands  Inc. 
American  Drug  Stores  Inc. 
American  Express  Company 
American  Home  Products  „ 

Corporation 
American  Honda  Motor 

Company 
American  Medical  Electronics 

Inc. 
American  Oil  &  Gas  Corporation 
AmSouth  Bancorporation 
The  Andrew  Jergens  Company 
Aon  Corporation 
Apex  Securities  Inc. 
Archer-Daniels-Midland 

Company 
Arthur  Andersen  &  Co.  S.C. 
ASARCO  Incorporated 
Associated  Insurance  Cos.  Inc. 
AST  Research  Inc. 
Atlantic  Richfield  Company 

(ARCO) 
Automatic  Data  Processing  Inc. 

(ADP) 
Avery  Dennison  Corporation 
Avon  Products  Inc. 
Bank  Audi 
The  Bank  of  New  York 

Company  Inc. 
Bank  One,  Arizona  N.A. 
Bank  One,  Texas  NA. 
BankAmerica  Corporation 


Bankers  Trust  New  York 

Corporation 
Bashas'  Inc. 
BBDO  Worldwide 
BDM  International  Inc. 
BE&K  Inc. 

Bear  Stearns  &  Companies  Inc. 
Becton  Dickinson  &C  Company 
BellSouth  Corporation 
A.H.  Belo  Corporation 
Bemis  Company  Inc. 
Berwind  Corporation 
Berz  Laboratories  Inc. 
The  Blackstone  Group  L.R 
Blue  Cross  and  Blue  Shield 

of  Michigan 
Bob  Evans  Farms  Inc. 
BoozAllen  &  Hamilton  Inc. 
Borden  Inc. 

Bristol-Myers  Squibb  Company 
The  Brooklyn  Union  Gas 

Company 
Brown-Forman  Corporation 
C.  Kenneth  Imports  Co.  Inc. 
Canon  U.S.A.  Inc. 
Capital  Cities/ ABC  Inc. 
Carter- Wallace  Inc. 
A.M.  Castle  &  Co. 
Caterpillar  Inc. 
Central  Fidelity  Banks  Inc. 
Chase  Manhattan  Bank  N.A. 
Chevron  Corporation 
Chevy  Chase  Bank 
Chicago  Mercantile  Exchange 
The  Chicago-Tokyo  Bank 
The  Chubb  Corporation 
The  Cincinnati  Gas  &  Electric 

Company  Inc. 
Cincinnati  Insurance  Company 
Circuit  City  Stores  Inc. 
The  CIT  Group  Inc. 


City  National  Bank 
Clearinghouse  Member  Banks 
CMS  Energy  Corporation 
Collmer  Semiconductor  Inc. 
Colonial  Bank 
Comcast  Corporation 
Comerica  Bank-Texas 
Comsat  Corporation 
Consolidated  Edison  Company 

of  New  York  Inc. 
Consolidated  Rail  Corporation 
Consolidated  Products  Inc. 
The  Continental  Corporation 
Corning  Incorporated 
Cosmair  Inc. 

Cosmopolitan  Incorporated 
CPC  International  Inc. 
Crestar  Financial  Corporation 
Crown  Cork  &  Seal  Company  Ii 
Cummins  Engine  Company  Inc 
CUNA  Mutual  Insurance  Group 
D'Arcy  Masius  Benton  & 

Bowles  Inc. 
DDB  Needham  Worldwide  Inc 
Dean  Witter  Reynolds  Inc. 
Deluxe  Corporation 
Detroit  Diesel  Corporation 
Detroit  Free  Press  Inc. 
The  Dial  Corporation 
Dillingham  Construction 

Corporation 
Dinsmore  &  Shohl 
Douglas  &  Lomason  Company 
Dresser  Industries  Inc. 
Duquesne  Light  Company 
Engelhard  Corporation 
Enron  Corporation 
Entergy  Corporation 
The  Equitable  Life  Assurance 

Society 
The  Fairchild  Corporation 
Farmers  and  Mechanics  Nationa 

Bank 
Farmers  Insurance  Group  of 

Companies/Prematic  of  Cali 
Federal  Home  Loan  Mortgage 

Corporation  (Freddie  Mac) 
Federal  National  Mortgage 

Association  (Fannie  Mae) 
Federal-Mogul  Corporation 
Federated  Department  Stores  In 
Federated  Investors 
Ferno- Washington  Inc. 
Fidelity  and  Deposit  Company 

of  Maryland 
Fina  Oil  and  Chemical  Compar 
First  Southwest  Company 
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This  is  our  view  of  Corporate 
America's  future. 

At  Merrill  Lynch,  we  believe  that  diversity  in  Corporate  America  will  be  as  commonplace 
in  the  future  as  it  is  in  the  playgrounds  of  today.  Which  is  why  we  are  so  fortunate  to  work  with 
organizations  like  The  United  Negro  College  Fund.  Together,  we've  been  able  to  provide  afford- 
able, high-quality  education  for  students  who  otherwise  wouldn't  have  had  this  opportunity.  At 
Merrill  Lynch,  we're  committed  to  our  relationship  with  UNCF  and  look  forward  to  continuing 
to  help  make  a  difference  in  the  lives  of  all  students  and  the  future  of  Corporate  America. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


995  Mcrnll  Lynch  5c  Co.,  Inc 
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First  Union  Corporation 
Flowers  Industries  Inc. 

CAMPAIGN    2000 

continued 

\ 

Smith  Barney,  Harris  Upham  &  1 
Co.  Inc. 

Fluor  Corporation 

Sonat  Inc. 

40  Acres  and  a  Mule  Filmworks 
Foster  Wheeler  Corporation 
Frisch's  Restaurants  Inc. 
The  Gap  Inc. 
GenCorp  Inc. 
General  Mills  Inc. 
General  Public  Utilities 

Corporation 
Genuine  Parts  Company 
George  Mason  Bank 
Georgia  Power  Co.  Inc. 
The  Gillette  Company 
Glaxo  Inc. 

Goldman  Sachs  &  Co. 
The  Goodyear  Tire  &  Rubber 

Company 
The  Gradison  &  Company 

Foundation 
The  Great  Atlantic  &  Pacific  Tea 

Company 
Grigsby  Brandford  Powell  Inc. 
Guardian  Savings 
Hackensack  Water  Company 
Hallmark  Cards  Inc. 
Hang  Lung  Development  Co. 
Hanson  Industries 
Harpo  Inc. 
Hartford  Steam  Boiler  Inspection 

&  Insurance  Co. 
Hershey  Foods  Corporation 
Hibernia  National  Bank 
Hoffmann-LaRoche  Inc. 
Holnam  Inc. 
Honeywell  Inc. 
Hook-SupeRx  Inc. 
Hormel  Foods  Corporation 
Hunt  Oil  Company 
Huntington  Bancshares  Inc. 
Illinois  Tool  Works  Inc. 
Ingersoll-Rand  Company 
International  Paper  Company 
International  Shipholding 

Corporation 
Interpublic  Group  of  Companies 
J.C.C.  Fund 
J. P.  Morgan  &  Co.  Inc. 
Jefferson  Smurfu  Corporation 
Jersey  Central  Power  &  Light 

Company 
Johnson  Publishing  Company  Inc. 
Johnson  &  Higgins 
Joseph  E.  Seagram  &  Sons  Inc. 
Jostens  Inc. 

Kagler  &  Associates  Inc. 
Kajima  International  Inc. 
Kansas  City  Power  &  Light  Co. 


Kmart  Corporation 

The  Kroger  Company 

L&F  Products 

LaRosa's  Inc.  Advertising 

Lear  Seating  Corporation 

Leo  Burnett  Company  Inc. 

Levi  Strauss  Associates  Inc. 

Lone  Star  Gas  Company 

Lotus  Development  Corporation 

Lundy  Enterprises  Inc. 

Manor  Care  Inc. 

Mars  Incorporated 

Marsh  &  McLennan 

Companies  Inc. 
Mary  Kay  Corporation 
Matsushita  Electric  Corporation 

of  America 
The  May  Department  Stores 

Company 
MBIA  Inc. 
MCA  Inc. 
MCI  Communications 

Corporation 
McNeilus  Truck  and 

Manufacturing  Inc. 
Mead  Corporation 
Meijer  Inc. 

Mellon  Bank  Corporation 
Mercantile  Stores  Company  Inc. 
Merrill  Lynch  &  Co.  Inc. 
Metro-Goldwyn-Mayer  Inc. 
Metromedia  Company 
Metropolitan  Edison  Company 
Metropolitan  Life  Insurance 

Company 
Minnesota  Mining  and 

Manufacturing  Company  (3M) 
Mirage  Resorts  Inc. 
Mitsubishi  International 

Corporation 
Mitsubishi  Kasei  America  Inc. 
Mobil  Corporation 
Morgan  Keegan  Inc. 
Morgan  Stanley  Group  Inc. 
The  NALCO  Chemical  Company 
Nash  Finch  Company 
National  City  Bank,  Northwest 
National  Computer  Systems  Inc. 
Nationwide  Insurance  Companies 
NBD  Bank  N.A. 
Nestle  USA  Inc. 
NIKE  Inc. 

Nippon  Express  USA  Inc. 
Nissin  Foods  (USA)  Co.  Inc. 
Nordstrom  Inc. 
Northrop-Grumman  Corporation 


NYNEX  Corporation 
Occidental  Chemical  Corporation 
Ohio  National  Life  Insurance 

Company 
Omnicom  Group  Inc. 
Padell  Nadell  Fine  Weinberger 

&Co. 
PaineWebber  Group  Inc. 
Panhandle  Eastern  Corporation 
Paragon  Cable 
Parker  Hannifin 
Parkway  Investments/Texas  Inc. 
Parsons  Deleuw  Inc. 
Payless  Cashways  Inc. 
PECO  Energy  Company 
Pentair  Inc. 
Pfizer  Inc. 

PNC  Bank  Corporation 
PNC  Bank,  Ohio  NA. 
Polaroid  Corporation 
Polo  Ralph  Lauren  Corporation 
Portman  Equipment  Company 
Post  Oak  Bank 

Prime  Hospitality  Corporation 
The  Principal  Financial  Group  Inc. 
The  Prudential  Insurance 

Company  of  America 
Prudential  Securities  Group  Inc. 
Public  Service  Electric  and  Gas 

Company  (PSE&G) 
The  Quaker  Oats  Company 
R.R.  Donnelley  &  Sons  Co. 
Randall's  Food  &  Drugs 
Rauscher  Pierce  Refsnes  Inc. 
Raytheon  Company 
Raytheon  Engineers  & 

Constructors  Inc. 
Republic  National  Bank  of  New  York 
Revlon  Inc. 
Rockwell  International 

Corporation 
Rohm  and  Haas  Company 
The  Rouse  Company 
Russell  Corporation 
Rust  International  Inc. 
Sales  Tax  Solutions  Inc. 
Salomon  Brothers  Inc. 
Salt  River  Project 
Schering-Plough  Corporation 
Scripps  Howard  Inc. 
Seagull  Energy  Corporation 
Seifer  Distributors  Inc. 
Sharp  Electronics  Corporation 
Shearson  Lehman  Brothers  Inc. 
Shell  Oil  Company 
Siecor  Corporation 


South  Central  Bell 

South  Trust  Corporation 

Southwest  Bank  of  Texas  NA. 

Southwestern  Bell  Corporation 

Sprint  Corporation 

State  Farm  Mutual  Automotive 

Insurance  Company 
Sterling  Winthrop  Inc. 
Student  Loan  Marketing 

Association  (Sallie  Mae) 
Technitrol  Inc. 

Tension  Envelope  Corporation 
Texas  Commerce  Bank 
Texas  Meat  Purveyors 
Texas  Utilities  Electric  Compan 
Time  Warner  Inc. 
The  Times  Mirror  Company 
Tomkins  Corporation 
The  Travelers  Inc. 
True  North  Communications  Ir 

(Foote,  Cone,  Belding) 
Trust  Company  Bank 
TRW  Inc. 
Tyson  Foods  Inc. 
U.S.  Healthcare  Inc. 
Union  Central  Life  Insurance 

Company 
Union  Pacific  Corporation 
Union  Texas  Petroleum 
United  Companies  Financial 

Corporation 
UNOCAL  Corporation 
The  Upjohn  Company 
USAA  Federal  Savings  Bank 
USX  Corporation 
VARO  Inc. 
VF  Corporation 
The  Village  Messenger  Press 
Virginia  Power/North  Carolina 

Power 
Vistakon 

Wainoco  Oil  &  Gas  Company 
Walgreen  Company 
Warnaco  Group  Inc. 
Waste  Management  Inc. 
Weatherford  International  Inc. 
Wells,  Rich,  Greene  BDDP  Inc 
Western  Adas  Inc. 
Western-Southern  Life  Insurant 

Company 
Westvaco  Corporation 
Wm.  Wrigley  Jr.  Company 
Wolfe  Associates  Inc. 
Worthington  Industries 
Young  &  Rubicam  Inc. 
Zapata  Corporation 
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/e  aren't 
just  financing  his 
college  education. 


You've  got  to  admit  you've 
pushed  him  a  little.  To  do  just 
a  little  more  homework.  To  study 
harder -a  little  bit  longer. 

And  now  that  he's  been  accepted 
you  know  it's  all  been  worth  the  effort. 

Because  you've  always  had  this  dream. 
Of  your  son  getting  into  the  college  of  his 
choice.  And  becoming  a  doctor  or  a 
lawyer  or  a  teacher  or  an  engineer- or 
whatever  he  wants  to  be  in  life. 

But  now  comes  your  next  test. 

How  to  pay  for  it  all. 


Wk 


WHAT  WE  RE  REALLY 
HELPING  FINANCE  ARE  HIS 
FAMILY'S  DREAMS. 


That's  where  we  come  in. 

We're  Sallie  Mae. 

We've  built  a  business  helping 
lenders  offer  families  college  loans  that 
are  affordable,  flexible  and  convenient. 

Over  the  past  20  years,  we  have  quietly 
become  one  of  America's  100  largest 
companies,  by  helping  over  20  million 


SallieMae 

Helping  make  education  possible 


students  find  the  financing  they 
needed  to  attend  college. 
You  see,  our  dream  of 
building  a  great  company 
revolves  around  making  sure 
you  and  your  children  realize  your 
dreams.  That's  why  we  put  together  a 
booklet  with  information  on  how  to  pay 
for  college.  If  you'd  like  a  copy, 
please  just  pick  up  the  phone 
and  call  us. 

For  a  Free  Booklet  Call 
1-800-891-1312 


The  power  of  education 
is  in  a  class  by  itself. 

Education  is  the  key  to  achieve- 
ment. That's  why  Rockwell  and  its 
employees  have  contributed  more 
than  $50  million  during  the  past 
decade  to  programs  from  kinder- 
garten through  college,  as  well  as  to 
a  variety  of  other  learning  ventures. 

Today  Rockwell  and  its  people 
support  more  than  200  such  efforts 
across  America.  Involved  at  all  levels 
in  the  lessons  .that  benefit  our  lives, 
our  communities  and  our  nation. 

'1*  Rockwell 


Dad  turns  the  business  over  to  daughter. 
Unfortunately,  she  flubs  the  job,  but  dad  won't  fire  her. 

The  Hef  and 
Christie  saga 


By  Dyan  Machan 

Rumor  has  it  that  Christie 
Hefner,  42,  winces  when 
someone  says:  "Your  father 
wants  to  see  you.'1  While 
Christie  is  chairman  of 
Playboy  Enterprises,  her  fa- 
ther, Hugh  Hefner,  69,  still 
owns  71%  of  the  voting 
shares.  Asked  about  those 
paternal  summonses, 

Christie  Hefner  denies  thev 
happen  but  admits:  "Hef 
and  I  have  had  some  heated 
exchanges." 

About?  About  the  busi- 
ness, of  course.  Hef  can't 
help  but  be  disappointed 
with  Christie's  perfor- 
mance. When  Hef  turned 
over  the  reins  to  Christie  1 3 
years  ago,  Playboy  had  over 
$35  million  in  cash,  which  is  now 
down  to  $1.5  million.  In  the  fiscal 
year  ending  in  June  1994,  the  compa- 
ny lost  S9.5  million,  48  cents  a  share. 
This  year  is  a  bit  better:  The  company 
grossed  S247  million,  up  13%,  but 
earnings  were  just  3  cents  a  share. 
Playboy  ranks  as  one  of  the  media 
business'  great  disappointments. 
Here  was  a  company  owning  a  poten- 
tially great  franchise.  Playboy  could 
have  been  to  sex  what  Disney  became 
to  kids.  A  couple  of  decades  ago  the 
Playboy  bunny  was  one  of  America's 
best-known  trademarks. 

Few  of  Christie  Hefner's  efforts  to 
shape  the  company  into  a  global  en- 
tertainment giant  have  panned  out. 
While  showing  promise,  Plavboy  pro- 
gramming for  domestic  and  interna- 
tional pay  TV  and  home  video  earned 
less  than  SI  million  on  S51.7  million 
in  sales.  Playboy's  Critics'  Choice  and 
other  catalog  operations  are  growing 
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Christie  Hefner, 
Playboy  chairman 
"Cut  out 
for  greener 
pastures"? 


briskly,  with  $61.4  million  in  sales  in 
fiscal  1995,  but  it  sells  mostly  non- 
Playboy  movies  and  tapes.  Playboy 
condoms  produced  under  a  licensing 
agreement  sell  well  in  Taiwan,  but 
other  international  operations  haven't 
gone  well.  Five  international  editions 
were  shut  down  after  foreign  partners 
wouldn't  pay  up. 

The  flagship  magazine,  still  edited 
by  Dad,  is  little  changed  over  the 
years,  with  many  of  the  same  graphics, 
cartoons  and  features.  Ad  pages, 
which  peaked  at  1,434  in  fiscal  1988, 
were  595  for  fiscal  1995,  the  same  as 
the  year  before. 

Though  Playboy's  contents  are  by 
today's  standards  tamer  than  an  epi- 
sode of  ntpd  Blue,  many  mainstream 
advertisers  still  shun  it.  Fortunately, 
Playboy  still  has  millions  of  loyal  read- 
ers, making  it  one  of  the  few  U.S. 
magazines  that  can  count  on  its  sub- 
scribers and  newsstand  buyers,  3.4 


million  strong,  for  the  bulk  of  its 
income.  But  it's  hard  to  make  solid 
profits  on  circulation  alone,  given  ris- 
ing paper  costs. 

One  problem  is  that  while  Christie 
Hefner  runs  the  company,  its  flagship 
magazine  remains  Hugh  Hefner's  do- 
main. Over  ten  years  ago  Playboy  pub- 
lished two  pieces  on  Howard 
Hughes,  a  man  whose  eccentricities 
seem  to  fascinate  the  elder  Hefner, 
who  seems  to  be  becoming  more 
Hughes-like  with  the  passing  years. 
Hefner  is  said  to  order  his  staff  to  pick 
out  from  his  lunch  plate  any  potato 
chips  that  are  not  perfectly 
round,  and  he  still  spends 
hours  on  Playboy's  center- 
folds, working  to  improve 
on  Mother  Nature. 

Christie  Hefner  has  tried 
to  cut  overhead,  but  her 
father  draws  the  line  at  the 
magazine.  Another  major 
burden  is  the  Playboy  man- 
sion with  its  staff  of  60 — 
$3.9  million  a  year  in  costs, 
a  lot  of  money  for  provid- 
ing the  editor  with  an  office 
and  a  site  for  photo  shoots. 
As  a  chief  executive, 
Christie's  image  and  reality 
collide.  She  looks  the  part, 
speaks  confidently  and  witti- 
ly. But  she's  aloof  as  a  man- 
ager, reluctant  to  go  on  sales 
calls  and  seems  uncomfort- 
able with  the  magazine  that  she,  a  self- 
described  feminist,  must  sell. 

Money  managers  Mark  Boyar  & 
Co.  have  been  major  shareholders 
since  1985.  The  firm  currently  holds 
about  $3  million  worth,  2%  of  the 
outstanding  shares.  Boyar  is  betting 
that  Hefner  will  sell  out  to  a  new 
owner  who  might  better  exploit  the 
company's  potential,  especially  over- 
seas. A  Playboy  sans  Hefner?  "Do  you 
think  the  Chinese  care  about  Hugh 
Hefner?"  Boyar  responds. 

Last  November  an  unhappy  share- 
holder rose  to  his  feet  at  the  compa- 
ny's annual  meeting  and  said  that 
Christie  Hefner  might  be  "cut  out  for 
greener  pastures."  Not  missing  a 
beat,  she  shot  back:  "I  am  standing  in 
very  green  pastures.  I  plan  to  seed 
them  and  reap  the  harvest."  But  with 
her  hands  tied  by  her  father  and  her 
own  record  mediocre,  the  harvest  is 
pretty  meager.  W 
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Bill  Schoen  made  a  pile  in  the  beer  business. 
His  experience  there  proved  very  useful 
in  running  a  hospital  chain. 

Legal 
monopolies 


By  Jerry  Flint 


Ask  William  Schoen  for  a  15 -word 
summary  of  his  business  strategy,  and 
he  gives  it  to  you  in  7:  "We're  the 
Wal-Mart  of  the  hospital  business." 
For  clarification  he  asks  and  answers  a 
question:  "How  did  Wal-Mart  start? 
In  small  towns.'1 

As  chairman  of  Health  Manage- 
ment Associates,  Inc.,  Schoen  exe- 
cutes his  strategy  differently  than  Sam 
Walton  did.  Whereas  Walton  opened 
new  stores  in  small  towns,  Schoen 
buys  existing  hospitals  in  small  cities, 
mainly  in  the  southeastern  U.S.,  usu- 
ally financially  ailing  hospitals  that  can 
be  had  on  the  cheap. 

Using  techniques  he  learned  as  a 
young  man  working  for  a  spinoff  of 
Textron,  one  of  great  conglomerator 
Royal  Little's  companies,  he   com- 
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HMA  Chairman 
William  Schoen 
Schoen  milks 
the  public  markets 
as  efficiently  as 
he  milks  small 
towns  for  medi- 
cal business.  His 
HMA  stock  and 
options  are  now 
worth  around 
$100  million. 


bines  decentralized  operations  of 
these  hospitals  with  centralized  finan- 
cial controls.  HMA  employs  8,000 
people  in  24  hospitals,  9  of  them  in 
Florida,  with  a  combined  total  of 
2,800  beds.  This  extensive  business 
runs  with  a  headquarters  staff  of  just 
40,  who  are  based  in  Naples,  Fla. 

You  have  to  look  long  and  hard 
before  finding  a  hospital  owner/ 
operator  more  profitable  and  with  a 
better  growth  record  than  HMA.  Its 
average  annual  operating  earnings 
growth  over  the  past  five  years  is  29%. 
In  the  fiscal  year  ended  last  Sept.  30,  it 
netted  $47  million,  98  cents  a  share, 
on  revenues  of  $438  million.  HMA's 
11%  net  margin  is  4  points  above  the 
industry  average.  In  the  nine  months 
through  June  30,  hma's  earnings  rose 


38%  on  a  20%  revenue  gain. 

Where  did  William  Schoen  learn 
the  hospital  business?  In  the  beer 
business.  For  eight  years  he  lived  in 
New  York  and  ran  F&M  Schaefer 
Corp.,  a  beer  company.  He  remem- 
bers the  beer  business  as  two  ele- 
phants, Anheuser-Busch  and  Philip 
Morris,  stomping  on  a  bunch  of  ants. 
By  his  mid-40s  Schoen  decided  he'd 
been  stomped  on  enough. 

In  1981  he  merged  Schaefer  into 
Stroh  Brewery  Co.  and  with  his  win- 
nings moved  to  Naples,  Fla.,  where  he 
founded  a  small  bank.  HMA  at  the  time 
had  only  a  handful  of  hospitals,  most- 
ly in  big  cities;  it  was  barely  breaking 
even  on  revenues  of  about  $20  mil- 
lion. Its  founder,  Joseph  Greene, 
asked  banker  Schoen  to  join  hma's 
board  in  1983.  After  bringing  in  new 
investors,  Schoen  was  appointed  chief 
executive  in  1985,  when  founder 
Greene  retired.  One  of  his  first  moves 
was  to  sell  the  urban  hospitals  and 
begin  buying  beds  in  small  towns. 

"I  came  from  the  beer  business 
with  no  preconceived  idea  other  than 
that  monopoly  was  good,"  recalls 
Schoen.  No  more  trying  to  compete 
with  elephants.  He  would  be  an  ele- 
phant himself,  though  a  small  one. 

About  the  only  way  to  get  a  legal 
monopoly  in  health  care  is  to  pick  a 
spot  where  there  is  one  dominant 
hospital.  That's  why  Schoen  decided 
to  rebuild  HMA  using  the  Sam  Walton 
strategy.  Schoen  says  being  an  outsid- 
er to  the  hospital  business  worked 
very  much  in  his  favor.  Veteran  hospi- 
tal managers,  he  says,  looked  at  Medi- 
care's move  toward  fixed  prices  as  a 
disadvantage.  "I  looked  at  that  as  an 
advantage,'*  says  Schoen.  Why  an  ad- 
vantage? Because  it  guaranteed  him  a 
profit  if  he  could  shave  costs  below 
Medicare's  rate. 

That  called  for  a  lot  of  cost-cutting. 
Schoen  say£  he  can  get  a  moneylosing 
hospital  to  break  even  on  a  cash  flow 
basis  in  90  to  120  days;  within  three 
years  he'll  have  it  earning  hma's  aver- 
age return  on  equity,  21%.  Nothing 
fancy  here.  On  the  one  hand,  cutting 
costs  with  the  use  of  centralized  buy- 
ing, computerizing  the  flow  of  infor- 
mation and  speeding  up  bill  collec- 
tions. On  the  other  hand,  expanding 
revenues  with  a  broader  range  of  ser- 
vices; adding  things  like  cardiology, 
pulmonary    medicine    or   obstetrics, 
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YOU  PULLED  OUT  of  the  driveway,  gave  mom  and  dad 
a  wave,  and  experienced  an  excitement  and 
freedom  you'd  never  known  before. 

The  1995  Jaguar  XJS  4.0L  Convertible  has 
the  performance  and  stunning  looks  to  get  that 
feeling  back-in  a  hurry.  A  potent  new  237  HP  AJ16 
engine  generates  more  horsepower  than  last 
year's  model,  and  integrates  a  new  state-of- 


the-art  engine  management  system.  Of  course, 
every  XJS  features  such  amenities  as  Connolly 
leather,  walnut  fascia  and  trim,  and  is  backed  by  a 
four-year/50,000  mile  warranty* 

The  1995  XJS  4.0L  Convertible.  After  all,  why 
should  teenagers  have  all  the  fun?  For  more 
information    and    your    nearest  ^t£>>. 

dealer,  call  1-800-4- JAGUAR.  JAGUAR 


yoy  tomorrow.  Buckle  up  today.  *See  your  dealer  far  a  copy  of  this  limited  warranty. 


HMA 

and  new  equipment  such  as  magnetic 
resonance  imagers  (body  scanners) 
and  lithotripters  (ultrasonic  kidney 
stone  blasters). 

hma  holds  down  capital  costs  by 
shifting  the  more  expensive  machines 
from  hospital  to  hospital  on  a  regular 
cycle.  Schoen  knows  that  if  hma  can 
improve  the  hospital's  sendees,  then 
the  local  doctors  are  less  likely  to  take 
their  patients  to  the  big  city  hospital, 
40  or  50  miles  away. 

Life  can  be  made  easier  for  patients, 
too.  Take  Med-Key,  a  plastic  identifi- 
cation card  that  hma  offers  to  the 
citizens  in  most  of  its  towns,  free  of 
charge.  The  card  bears  information 
usually  filled  out  on  hospital  medical 

"I  came  from  the  beer 
business  with  no  idea  other 
than  monopoly  was  good." 


forms:  weight,  blood  type,  mother's 
maiden  name.  For  patients  this  saves 
time  and  bother.  To  encourage  peo- 
ple to  carry  these  cards,  Schoen  per- 
suades local  merchants  to  give  dis- 
counts to  Med-Key  holders. 

Schoen  is  adding  one  to  four  hospi- 
tals a  year  to  the  hma  chain  as  suitable 
hospitals  come  on  the  market.  He  can 
afford  to  buy  out  the  owners  because 
the  value  is  enhanced  almost  immedi- 
ately as  it  becomes  included  in  hma's 
marketing,  accounting  and  purchas- 
ing system.  Will  he  run  out  of  small 
towns  with  hospitals  to  sell?  "Not  in 
my  lifetime,1'  he  says.  Right  now  he's 
looking  in  Nebraska. 

Schoen  milks  the  public  markets  as 
efficiently  as  he  milks  small  towns  for 
medical  business.  He  took  hma  public 
in  1986  and  took  it  private  again  in 
1988  for  $84  million,  paying  outside 
shareholders  a  50%  premium  to  the 
IPO  price.  When  he  took  HMA  public 
again  in  1991,  the  offering  valued  the 
company  at  $  1 79  million.  Since  1991 
HMA's  market  value  has  climbed  to 
$1.6  billion.  Schoen's  hma  stock  and 
options  are  now  worth  around  $100 
million. 

"I'm  not  saying  that  I'm  saving 
mankind  with  hma,"  he  offers.  "But 
when  I  was  in  the  beer  business,  was  I 
helping  people?  Killing  their  livers, 
maybe."  ■■ 
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Like  any  shrewd  investor,  Culbro's  Edgar  Cullman 
is  taking  some  of  his  win  off  the  table. 

Smoke  rings 


By  Richard  Phalon 

Cigar  pubs,  cigar  dinners,  cigar  semi- 
nars, cigar  magazines,  cigar  of  the 
month.  If  you've  dismissed  the  much- 
hyped  renaissance  of  cigar  smoking  as 
just  another  hip  fad,  take  another 
look.  Serious  money  is  moving  into 
the  game. 

Cashing  in  is  Edgar  Cullman,  77- 
year-old  patriarch  of  the  tobacco 
Cullmans.  Cullman  has  a  handshake 
deal  to  sell  51%  of  the  General  Cigar 
Co.  to  the  Spanish  tobacco  combine 
Tabacalera,  S.A.  for  $100  million. 
General  Cigar  is  a  subsidiary  of  the 
Big  Board-traded  Culbro  Corp.,  and 
last  year  it  accounted  for  nearly  half  of 
the  $185  million  that  parent  Culbro 
took  in  from  its  assorted  investments, 
which   include   real   estate   develop- 


ment, landscape  nurseries  and  label- 
ing machinery. 

The  proposed  sale  to  Tabacalera 
values  General  Cigar  at  13  times  the 
sum  of  last  year's  operating  earnings 
and  depreciation.  That's  a  hefty  price 
for  a  tobacco  business,  but  then  cigars 
aren't  cigarettes. 

The  purchase  makes  sense  for  Ta- 
bacalera, one  of  the  European 
Union's  biggest  cigar  and  cigarette 
producers.  Tabacalera  is  mired  in  a 
mature  home  market.  The  growth 
routes  all  lead  abroad.  A  General  Ci- 
gar link  would  give  Tabacalera  entry 
into  the  fastest-growing  segment  of 
the  U.S.  tobacco  market,  one  of  the 
world's  largest. 

As  for  Culbro,  you  can't  fault  its 


Sorry, 
Mrs.  Grundy 


Left  for  dead  three  de- 
cades ago,  cigar  smoking 
has  emerged  in  a  new  and 
more  sophisticated  form. 
The  boisterous  rebirth 
breathed  into  the  higher 
reaches  of  Davidoff,  Ma- 
canudo  and  Partagas-ville 
(Forbes,  Aug.  1,  1994)  is 
drifting  into  a  souk  of  relat- 
ed businesses. 

Wooden  matches  are 
once  again  in  vogue  (let  the 
sulfur  burn  off  before 
lighting  up,  please).  So  are 
cigar  cutters,  putting  tidy 
prices  even  on  such  memo- 
rabilia as  a  cutter  once 
owned  by  Groucho  Marx, 
an  inveterate  smoker  who 
lived  to  be  86. 

Humidors  and  cigar 
cases  are  in  brisk  demand, 
and  retailers  like  Alfred 
Dunhill,  Inc.  have  been 
playing  standing-room- 
only  seminars  on  the  art  of 
enjoying  the  high-end 


stogie. 

The  clubby  mystique 
of  new  venues  like  the  Cigar 
Bar  at  Beekman  Bar  and 
Books  on  Manhattan's  East: 
Side — eminently  suitable 
for  international  franchis- 
ing— appeals  to  a  crowd 
of  young  (late  20s  to  40s), 
predominantly  male 
Madison  Avenue  and  Wall 
Street  types  leading  the 
good  life  on  easy-drawing 
Montecristos  ($22)  and 
nicely  aged  Springbank  sin- 
gle malt  scotch  (at  $15  a 
pop). 

It's  about  Arnold 
Schwarzenegger  and  Rush 
Limbaugh,  about  male 
bonding  and  a  backlash 
against  the  thought  po- 
lice. Of  course,  there  is 
also  the  revolutionary 
idea  that  a  cigar  is  a  good 
smoke. 

Sorry,  Mrs.  Grundy. 
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Around  the  world  in  24  hours. 
Geographique. 


The  world  has  never 
seen  a  watch  quite 
like  the  mechanical 
geographique 
before:  fashioned 
in  18  kgold.  it  auto- 
matically shows 
the  local  time  and 
date  as  well  as  the 
time  in  every  other 
zone  around  the 
world.  a  masterpiece 
of  such  distinction, 
which  even  features 
a  maintaining  power 
display,  could  only 
come  from  the 
craftsmen  of 
Jaeger-leCoultre. 
the  watchmaker 
with  160  years  of 
tradition. 


setting  new  standards 
in  simplicity.  Turn  the 
lefthand  crown  until 
one  ofthe  24  cities  is 
at  the  top  and  the  hands 


ON  THE  LOWER  TWO  DIALS 
WILL  AUTOMATICALLY  SHOW 
LOCAL  TIME  IN  THAT  PAR- 
TICULAR TIME  ZONE. 


«Jaeger-leCoultre» 


JAECER-LECOULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED  IN  THE  COMPANY'S 
200-PAGE  LUXURY  CATALOG.  FOR  A  FREE  COPY,  CONTACT:  JAEGER-LECOULTRE.  P.O.  BOX  1608,  WINCHESTER.  VA  22604. 

TELEPHONE  (800)  JLC-TlME. 


Cigars 


Smoking  cigars  at  the  Cigar  Bar  at  Beekman  Bar  and  Books  in  Manhattan 
Forget  cigarettes.  Cigars  are  back  in  vogue. 


timing.  Culbro  stock,  largely  the 
victim  of  the  tobacco  blues,  was  long 
selling  at  a  deep  discount — surely  a 
matter  of  some  concern  to  a  Cull- 
man family  that  owns  52%  of  the 
outstanding  stock.  Institutional  in- 
vestors have  been  slow  to  pick  up  on 
either  the  impact  of  the  cigar  boom 
on  the  company's  earnings  or  the 
depth  of  a  surprisingly  rich  asset 
base.  The  taint  of  tobacco  has  scared 
them  off.  Thus,  for  the  Cullmans, 
the  premium  Tabacalera  put  on  the 
table  was  a  useful  bit  of  show-and- 
tell.  Almost  overnight,  Culbro  stock 
took  off  from  19  to  30. 

Value  hunters  like  Michael  Price's 
Mutual  Series  Fund  and  Mario  Gabel- 
li's  Gamco  Investors — at  last  report 
they  owned  3.7%  and  16.5%  of  Cul- 
bro, respectively — are  smiling  broad- 
lv  as  they  cash  in  a  bit.  The  Gabelli 
funds,  in  particular,  were  buyers  of 
Culbro  all  the  way  to  30. 

Here  is  the  arithmetic  behind  the 
move  in  Culbro's  stock,  worth  some 
N24  million  on  paper  to  the  Cullman 


family.  The  S 1 00  million  first  stage  of 
the  Tabacalera  offer  works  out  to  a 
pretax  net  of  about  S 1 5  a  share,  for 
each  of  Culbro's  4.3  million  out- 
standing shares. 

At  30,  says  Mutual  Series  analyst 
Lam'  Sondike,  "you  get  the  rest  of 

Institutional  investors  have 
been  slow  to  pick  up  on  either 
the  impact  of  the  cigar  boom 
on  Culbro's  earnings  or 
the  depth  of  a  surprisingly 
rich  asset  base.  The  taint  of 
tobacco  has  scared  them  off. 


General  Cigar  for  SI 5,"  plus  under- 
valued Culbro  real  estate  assets  that 
include  more  than  6,000  acres  of  land 
in  Connecticut,  Massachusetts  and 
Florida — all  on  the  books  at  historic 
cost  of  around  $5  million.  Throw  in  a 
clutch  of  other  assets,  like  interests  in 


27  office  buildings,  mainly  in  the 
greater  Hartford,  Conn,  area,  and 
you  have  values  "northward  of  S50  a 
share,"  estimates  Sondike. 

The  Tabacalera  bid,  if  nothing  else, 
helped    to    highlight    those    values. 

Trading  instincts  run  deep  in  the 
Cullman  family,  which  traces  its  busi- 
ness lineage  to  the  tobacco  auction 
markets  of  19th-century  Holland. 
The  senior  Edgar  Cullman  has  shown 
before  that  he  will  sell  if  the  price  is 
right.  Two  examples:  Ex-Lax,  bought 
in  1970  for  S32  million,  sold  in  1981 
for  $94  million;  snuff  and  chewing 
tobacco  operations  sold  for  $67  mil- 
lion in  1986. 

In  the  second  quarter  of  1995, 
General  Cigar's  earnings  were  up 
1 22%  ( to  $  1 . 1 5  a  share )  on  a  sales  gain 
of  16%  (to  $63  million).  Some  people 
might  take  that  as  a  signal  to  buy  the 
stock,  but  to  a  shrewd  long-term  in- 
vestor like  Cullman  it  is  a  pretty  good 
time  to  cash  in  some  chips.  Like  any 
shrewd  investor,  he  is  taking  some  of 
his  win  off  the  table.  M 


94 


Forbes  ■  August  28,  1995 


DUNWP  D65  H  TOURING 

No  Other  "H"  Rated  Touring  Performance  Tire 
is. Designed  to  Last  Longer  *mZr% 


i 


AT 


The  new  Dunlop  D65  H  Touring  has  a  treadwear 
rating  of420-the  industry's  highest  Uniform  Tire  Quality 
Grading  for  an  "H"  rated  touring  performance  tire.  Thai 
means  its  built  to  last.  But  that's  only  half  the  story.  It's 
also  designed  to  deliver  both  gripping  performance  and 
long  mileage.  It's  two  tires  in  one. 

The  Db5  H  Touring  is  a  true  performance  radial  ... 
"H"  rated  for  long-lasting  durability  excellent  wet 
and  dry  handling,  and  cpoxy-likc  grip.  Everything 
you'd  expect  from  a  performance  tire. 


At  the  same  time,  the  all-season  D65  H  Touring 
delivers  a  smooth,  quiet,  comfortable  ride-mile  after 
mile  after  mile.  That's  why  Dunlop  has  backed  it  with 
a  60,000  mile  limited  treadwear  warranty." 

For  your  nearest  Dunlop  Dealer,  look  in  the  Yellow 
Pages  or  call  1-800-548-4714. 

O  JOUNIjOJR 

Driving  To  The  Future 

Sec  limited  mileage  warranty  brochurcjor  jull  details. 
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Steve  Jobs  said  it  couldn't  be  done,  but  Shiva  Corp.'s 
founders  decided  to  give  it  a  try  anyhow. 

Wired  for  success 


By  Toddi  Gutner  Block 


Whkn  they  graduated  from  the 
Massachusetts  Institute  of  Technol- 
ogy in  the  early  Eighties,  Daniel 
Schwinn  and  Frank  Slaughter  weren't 
interested  in  well -paying  corporate 
jobs.  "We  wanted  to  control  our  own 
destiny,"  says  Slaughter.  Working  out 
of  Slaughter's  house,  they  snagged  a 
$200,000  contract  to  write  software 
for  gcx:  Technologies.  They  dubbed 
their  fledgling  company  Shiva  Corp., 
adopting  the  name  ofa  powerful  laser. 

Apple  Computer's  Macintosh  line 
was  fast  gaining  popularity,  and  the 
partners  decided  to  hitch  their  wagon 
to  Apple's  star.  Apple  had  just  come- 
out  with  the  first  built-in  network, 
allowing  users  to  share  printers,  elec- 
tronic mail  and  databases,  but  the 
network  required  that  the  computers 
be  directly  linked.  An  off-site  com- 
puter couldn't  tap  into  the  office  E- 
mail,  databases  and  other  resources. 

Schwinn  and  Slaughter  decided  to 
create  software  that  would  enable  dis- 
tant computers  to  tap  into  the  office 


network.  "Everyone,  including  [Ap- 
ple cofounder]  Steve  Jobs,  told  us  it 
was  impossible  to  make  a  network 
modem,"  says  Slaughter. 

Difficult  but  not  impossible.  They 
designed  software  that  tricks  the  of- 
fice system  into  thinking  a  remote 
computer  is  just  another  office  com- 
puter. By  late  1987  Burlington, 
Mass. -based  Shiva  was  shipping  its 
new  modems  to  Apple  dealers. 

Sales  were  only  $250,000  in  the 
first  year,  and  Shiva  Corp.  was  having 
trouble.  But  entrepreneurs  are  by  na- 
ture stubborn  folk,  so  Schwinn  and 
Slaughter  went  looking  for  capital. 
Happily,  Mitchell  Kapor,  founder  of 
Lotus  Development,  tried  Shiva's 
modem  and  liked  it.  Kapor  invested 
$200,000  and  helped  $hiva  raise 
$800,000  from  Cole  Gilburne,  a 
Honolulu-based  venture  capital  fund. 
Shiva  was  saved.  In  1989  it  earned 
$135,000  on  sales  of  $4.3  million. 

Next,  the  IBM  clone  market.  To 
finance  development  of  a   network 


RIGHT: 

Shiva's  chief  exec- 
utive, Frank  Ingari 
A  former  rock 
musician,  novelist 
and  carpenter— 
and  now  computer 
executive. 


LEFT: 

Shiva  cofounders 
Frank  Slaughter  and 
Daniel  Schwinn 
"We're  product 
guys,  not  manage- 
ment types." 


modem  that  would  work  on  both  the 
Mac  and  PC  systems,  Schwinn  and 
Slaughter  tapped  two  more  venture 
capital  firms — San  Francisco's  Kleiner 
Perkins  Caufield  &  Byers  and  Bos- 
ton's Greylock  Limited  Partnership — 
for  $4  million. 

More  bumps  in  the  road:  Develop- 
ment of  the  new  modem  was  expen- 
sive and  sales  slow  to  build.  In  1992 
Shiva  lost  $5  million  on  sales  of  $24 
million.  But  this  time  the  company 
had  enough  capital  to  withstand  the 
delay,  and  last  year  it  earned  $2.7 
million  on  revenues  of  $42  million. 

With  two  successful  product  intro- 
ductions under  their  belts,  Schwinn 
and  Slaughter  did  some  self-analysis. 
"We're  product  guys,  not  manage- 
ment types,"  says  Schwinn.  A  head- 
hunter  brought  them  Frank  Ingari,  a 
Cornell  University  American  Lit  grad 
whose  resume  included  stints  as  a 
carpenter,  novelist  and  rock  musician, 
and  also  as  a  sharp  computer  market- 
er. Ingari  was  at  the  helm  of  Lotus' 
spreadsheet  division  and  later  market- 
ing chief  of» Lotus'  Notes  software. 

Before  Ingari  arrived,  Schwinn  and 
Slaughter  had  signed  a  number  of 
strategic  alliances.  For  example,  Shiva 
helped  Microsoft  design  remote-ac- 
cess components  for  Windows  95. 
Shiva  also  makes  remote-access 
equipment  for  IBM,  which  resells  it 
under  the  IBM  label. 

Ingari,  45,  increased  the  number  of 
such  alliances,  with,  for  example,  a 
deal  with  Hewlett-Packard  to  manu- 
facture remote-access  hardware  and 
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software.  Another  alliance  was  recent- 
ly inked  with  Northern  Telecom. 

Shiva's  initial  public  stock  offering 
last  November  was  bound  to  be  hot. 
The  underwriters  offered  27%  of  the 
company  to  the  public  at  SI 5.  Their 
stock  opened  its  first  day  at  30V2  and 
recently  traded  at  441/2,  giving  it  a 
market  cap  of  well  over  S400  million. 
Schwinn  and  Slaughter  each  still  own 
11%,  making  each  of  them  worth 
close  to  S50  million  on  paper.  Ingari's 
4.9%  is  worth  S22  million. 

Using  its  newly  public  stock  as  cur- 
rency, Shiva  recently  agreed  to  ac- 
quire Edinburgh,  Scotland-based 
Spider  Systems  Ltd.  for  about  2  mil- 
lion new  shares,  or  18%  of  Shiva's 
equity.  Like  Shiva,  S40  million  (sales) 
Spider  Systems  specializes  in  software 
and  hardware  for  connecting  remote 
computers  to  office  networks.  Spi- 
der's technology  uses  a  digital  tele- 
phone system  standard  that  allows  for 
faster,  cheaper  transmission  of  data 
and  voice,  and  greater  capacity  than 
regular  telephone  lines.  In  partner- 
ship with  Northern  Telecom,  Shiva 
hopes  one  day  to  sell  its  products  to 
local  phone  companies  that  in  jurn 
will  offer  remote-access  servic£  to 
their  customers. 

"We're  just  beginning,"  says 
Schwinn,  at  the  ripe  old  age  of  34.  But 
will  Shiva  be  just  another  technology 
stock  prodigy  that  doesn't  age  wellr 
So  far  the  record  has  been  brilliant, 
but  when  your  stock  sells  for  10  times 
revenues  and  66  times  earnings,  you 
can't  afford  any  bad  mistakes.         M 
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A  lot  of  people  give  up  on  health  clubs 
because  exercise  is  boring.  Doug  Levine 
mixes  showbiz  and  sweat  to  make  it  fun. 

Captain  Crunch 


By  Caroline  Waxier 

In  the  summer  of  1988  Douglas  Le- 
vine was  29,  and  ready  to  try  some- 
thing new.  The  securities  business 
had  been  good  to  him.  He  had  a  net 
worth  of  SI  million,  the  fruit  of  seven 
years  as  a  trader  at  New  York- based 
Prudential  Securities  and  at  Mont- 


gomery Securities  and  Volpe,  Welty 
&  Co.,  both  in  San  Francisco.  "I 
wanted  to  be  an  actor,"  says  Levine. 
Levine  loved  the  theater,  but  the 
theater  did  not  love  him.  He  got 
auditions  but  no  parts.  Well,  if  he 
couldn't  be  an  actor,  he  could  still 


Truly,  a  drag  queen,  leads  an 
Jane  Fonda  this  is  not. 


underground  funk"  exercise  class 
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STARTING  YOUR  OWN  BUSINESS 
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LEFT: 

Douglas  Levine, 
36,  owner  of  Crunch 
No  luck  as  an 
actor,  this 
former  trader 
jumped  into  the 
gym  business. 


BELOW: 
Mid-afternoon 
stationary  bike 
exercise  class 
Hell  on  wheels 
under  strobe  lights 
and  a  disco  ball. 


entertain  people.  He  got  a  bright 
idea:  Exercise  is  necessary  for  people 
who  want  to  stay  in  shape,  but  most 
exercise  is  boring.  Levine  would  make 
exercise  glitzy  and  fun — entertaining. 
Calling  his  new  company  Crunch — 
after  the  image  of  a  sit-up — Levine 
took  $80,000  from  his  savings  ac- 
count and  opened  his  first  Crunch 
workout  salon  in  the  summer  of 
1989.  It  was  situated  in  a  cramped 
studio  without  air  conditioning  in 
Manhattan's  trendy  East  Village  area, 
where  dwell  aspiring  actors,  dancers, 
models  and  other  young  people. 

He  proceeded  to  meld  the  exercise 
business  with  show  business. 
Crunch's  Gospel  Moves  class  offered 
aerobics  inspired  by  a  live  gospel 
choir.  Its  Hip- Hop  Indoor  Roller- 
blading  class  firmed  up  flabby  thighs 
while  teaching  the  latest  skating  tech- 
niques. He  charged  a  fiat  S5  per  exer- 
cise session — a  price  East  Villagers 
could  afford.  And  they  flocked  in. 
Within  a  few  months  Crunch  was 
drawing  a  hip  following  that  included 
such  local  celebrities  as  rock  singer 
Deborah  Harry  and  hipster  clothes 
designer  Betsey  Johnson. 

By  1992  Levine  was  running  some 
1,500  people  a  week  through 
Crunch's  classes;  sales  topped  $2  mil- 
lion. Taking  another  5250,000  from 
his  savings,  he  closed  the  East  Village 
studio  and  leased  9,000  square  feet  a 
few  blocks  away,  in  a  renovated  apart- 
ment building  near  lower  Fifth  Ave- 
nue's Union  Square.  Levine  also 
opened  a  Crunch  outlet  on  Manhat- 
tan's Upper  West  Side;  it  quickly  drew 


a  crowd  of  Columbia  University  stu- 
dents, freelance  writers  and  artists. 

To  keep  Crunch  hip,  Levine  kept 
adding  gimmicky  new  classes.  In  one 
room  at  Crunch's  Union  Square 
headquarters  a  dreadlocked  aerobics 
instructor  named  Lamine  is  outfitted 
in  ultrabaggv  yellow-and-brown- 
striped  pants  with  tassels  around  the 
legs.  He  leads  45  women — some  in 
sarongs — in  what  is  purported  to  be  a 
Senegalese  dance.  The  women  pound 
their  bare  feet  on  the  wooden  floor 
and  throw  their  arms  up  in  the  air  as 
the  tempo  of  the  instructor's  chanting 
increases. 

In  the  same  building  a  whip-wield- 
ing drag  queen  named  Truly  teaches 
50  students  "underground  funk," 
the  latest  dance  moves  combined  with 
a  workout.  On  the  other  side  of  the 
gym  a  group  of  stationary  bikers  ped- 
als trance-like  under  a  disco  ball  and 
strobe  lights;  they're  led  by  a  yoga 
guru  named  Cyndi  Lee. 

You  get  the  picture.  This  is  a  weird 
mixture  of  exercise  and  entertainment. 


On  a  typical  day  5,000  people  will 
take  one  of  Crunch's  $15  classes. 
Truly,  Lamine  and  the  other  instruc- 
tors get  around  $500  a  week.  Em- 
ployee costs  do  not  exactly  eat  Levine 
alive.  Thus  the  Crunch  gyms  earned 
just  over  $  1  million  pretax  last  year  on 
revenues  of  $3.7  million,  according  to 
Levine  and  his  accountant. 

Noting  the  willingness  of  his  cus- 
tomers to  pay  as  much  as  $100  for  a 
Crunch  nylon  jacket  in  his  salons, 
Levine  has  gone  headfirst  into  the 
apparel  licensing  business. 

He  commissioned  Britain's  sports- 
wear designer  Camille  Evans  to  devel- 
op a  line  of  workout  clothes — tight 
and  bright  T  shirts,  shorts,  hats  and  so 
on — using  the  distinctive  logo  of  a 
hand  crunching  the  word  "Crunch." 

In  March  Levine  signed  with  New 
York-based  Age  Group,  a  $60  million 
(sales)  athletic  wear  manufacturer. 
Age  Group  will  make  and  sell  Crunch 
apparel  items  in  North  America,  pay- 
ing Crunch  a  5%  royalty.  Age  will  also 
sell  the  line  at  25%  off  wholesale  back 
to  Crunch,  which  will  sell  the  goods  in 
its  own  boutiques.  It  should  bring  in 
another  $400,000  in  profits  on  $2.6 
million  in  sales. 

Levine's  flacks  have  already  planted 
Crunch  fashions  in  magazines  like 
Vogue  and  Elk.  Levine  hands  out  free 
apparel  to  celebrities  like  Cindy  Craw- 
ford, the  highly  publicized  model, 
hoping  they  will  wear  them  and  im- 
press the  potential  customers. 

Levine  talks  about  turning  Crunch 
into  a  valuable  label.  There's  a  music 
deal  with  an  Elektra  Entertainment 
Group  that  will  bring  disc  jockeys, 
discount  c:d  coupons,  record  signings 
and  promotions  of  Elektra  recording 
stars  to  Crunch  gyms.  In  exchange, 
Elektra  will  promote  Crunch's  name 
around  two  of  its  nearby  affiliated 
retail  stores. 

Random»House  is  bringing  out  two 
Crunch  exercise  books  this  year,  fea- 
turing the  aerobic  wisdom  of  Glenda, 
another  drag  queen.  ESPN2  will  pro- 
duce a  daily  half-hour  Crunch  exer- 
cise program  in  the  fall. 

Next:  expansion  beyond  Manhat- 
tan. Levine  plans  to  open  a  Crunch 
outlet  in  Los  Angeles  in  February 
1996,  and  is  scouting  locations  in 
London  and  Phoenix.  Levine  says  he 
may  take  Crunch  public  in  two 
vears.  H 
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Its     not     surprising     theyre 

HOUSEHOLD    NAMES. 


Iheyre      bein^      built 

IN    YOUR    BACKYARD. 
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Clockwise    from     top     left:     Toyota     C  a  m  r  y  ,      Toyota     A  v  a  I  o  n  ,      Toyota     Corolla,      Toyota     T  a  c  o  m  a  . 


SINCE  1986,  when  Toyota  first  began  building 
Corollas  in  this  country,  we've  been  increasing 
our  investment  in  American  manufacturing. 
Today,  Toyota  builds  more  than  500,000  vehicles 
per  year  in  our  U.S.  plants.   In  fact,  nearly  half  the 


vehicles  we  sell  here  are  built  in  America. 
Toyota's  total  U.S.  workforce,  including  our  local 
manufacturing  efforts,  adds  up  to  more  than 
17,500  direct  jobs.  It's  all  part  of  our  commitment 
to  making  good  neighbors  as  well  as  good  cars. 


Investing     in     the     things     we     all     care     about.        I  O  T  OTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-R2,  New  York,  NY  10019 
*All  Avalons  and  Tacomas  are  built  in  America.  Some  Corollas  and  Camrys  are  also  built  overseas. 


Johnson  Controls  is  a  strange  mixture— car  seats, 
thermostats,  plastic  bottles  and  automobile 
batteries.  But  it  works. 

Watizzit? 


By  Marcia  Berss 

Fred  Brengel,  then  chief  executive 
of  Milwaukee's  Johnson  Controls, 
Inc.,  looked  ahead  and  didn't  like 
what  he  saw.  It  was  1985.  The  compa- 
ny seemed  to  be  doing  fine.  It  was 
netting  5%  on  its  $1.7  billion  in  sales; 
the  balance  sheet  was  strong.  But 
thermostats  and  other  building  con- 
trols accounted  for  60%  of  sales,  and 
growth  looked  limited.  Johnson  also 
made  car  batteries,  mostly  for  the 
replacement     market.     Not     much 


growth  there,  either. 

Brengel  was  only  three  years  short  of 
retirement.  He  might  have  left  the 
problem  to  his  successor,  but  he  didn't. 
He  launched  the  company  on  an  acqui- 
sition program.  In  1985  he  paid  $585 
million  for  two  car  seat  manufacturers 
and  a  big  supplier  of  plastic  bottles  to 
the  soft  drink  industry. 

Now,  this  kind  of  seemingly 
hodgepodge  diversification  has  more 
often  compounded  corporate  ills  than 


Johnson  Controls'  chief  executive,  James  Keyes,  and  a  car  seat 
"What  does  Ford  do  when  they  make  the  Escort  in  Brazil? 
They've  got  to  take  their  suppliers  along." 


100 


cured  them.  The  company  knew 
something  about  selling  to  auto  com- 
panies from  its  battery  business,  but  it 
knew  next  to  nothing  about  plastic 
bottles.  Surprisingly,  the  strange  mix- 
ture has  worked  well. 

Tax  reform  in  1986  brought  com- 
mercial construction  to  a  halt,  squash- 
ing Johnson's  building  controls  busi- 
ness. The  car  battery  business  lum- 
bered on,  but  last  year  lost  one  of  its 
biggest  customers,  Sears,  Roebuck  & 
Co.,  which  for  years  bought  its  Die- 
Hard  batteries  from  Johnson. 

As  it  turned  out,  Brengel  made  a 
smart  investment  in  car  seats,  and  he 
and  his  successor  made  it  even  better. 
North  American  carmakers  buy  far 
more  of  their  seats  from  outside  sup- 
pliers than  they  did  a  decade  ago — 
70%  versus  just  15%.  Johnson  and  its 
chief  rival,  $3.1  billion  (sales)  Lear 
Seating  (Forbes,  May  22),  have  flour- 
ished. Johnson's  car  seat  revenues 
grew  from  $577  million  when  Bren- 
gel bought  the  business  to  $2.9  bil- 
lion last  year.  Car  seats  now  account 
for  about  42%  of  Johnson's  $6.9  bil- 
lion in  1994  sales,  and  about  40%  of 
its  $365  million  in  1994  operating 
earnings. 

The  seating  business  would  not 
have  prospered  had  the  acquirer  not 
mastered  just-in-time  manufacturing. 
When  Toyota  opened  its  Kentucky 
plant  in  1988,  Johnson  carried  be- 
tween 32  and  35  days  of  inventory  for 
Toyota.  Today  it  carries  2  days  or  less. 
When  an  assembly-line  Camry  lands 
at  the  paint  shop,  the  seat  order — 
color,  fabric  and  type  (bench  or  buck- 
et)— is  sent  via  computer  to  John- 
son's nearby  plant.  The  seat  is  in- 
stalled in  the  Camry  four  hours  later. 
Johnson  offers  this  information-in- 
tensive form  of  manufacturing  to  Nis- 
san, General  Motors,  Chrysler  and 
Ford  Motor  as  well. 

When  asked  where  the  next  round 
of  growth  in  car  seats  will  come  from, 
James  Keyes,  a  29-year  company  vet- 
eran who  succeeded  Fred  Brengel  in 
1988,  points  to  Europe,  where  car- 
makers are  following  the  U.S.  car 
companies  in  buying  more  compo- 
nents from  independent  producers, 
and  to  Latin  America.  "We  did  the 
engineering  on  the  Ford  Escort  proj- 
ect in  Europe,"  says  Keyes,  55.  "What 
does  Ford  do  when  they  make  the 
Escort  in  Brazil?  They've  got  to  take 
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I  know  its  late,  nut  Id  like  some 
susni.  How  rar  do  I  nave  to  gfo?" 


You  needn't  ever  leave  the  comfort  of  your  Four  Seasons  room  to  he  transported  hy  a  talented  chef. 
\m  service  menus  ahound  with  regional  selections:  from  deep-dish  pizza,  to  striped  hass  without  unwanted     M 
nes   to  homemade  chicken  soup  at  midnight.  For  the  same  hreadth  of  choice  in  another  ^ 

t  galled  setting,  visit  our  restaurants  downstairs.  In  this  value-conscious  era,  the  demands       FOUR  SEASONS  HOTELS 
:  usiness  demand  nothing  less.  To  reserve,  telephone  your  travel  counselor  or  1-80O332-3442.  "SS^T^T 

Four  Seasons .  Regent.  Defining  the  art  of  service  at  40  hotels  in  19  countries. 


Johnson  Controls 


their  suppliers  along." 

Johnson  also  makes  automobile 
parts  like  door  panels.  This  is  a  small 
part  of  the  business,  but  Keyes  expects 
to  see  it  grow. 

Brengel's  other  mid-1980s  pur- 
chase, plastic  bottle  making,  also 
turned  out  well.  It  is  now  a  $1  billion 
business  that  accounts  for  14%  of 
Johnson's  sales.  Keyes  has  been  wean- 
ing it  away  from  big  bottlers  Coca- 
Cola  and  PepsiCo,  which  are  tough 
price  negotiators,  while  winning 
more  profitable  orders  from  faster- 
growing  bottlers  of  mineral  water  and 
juices.  As  technology  permits  plastic 


Office  building  control  systems 

Tax  reform  squashed  new  construction. 


bottles  to  withstand  higher  heat  lev- 
els, Keyes  says  he'll  go  after  the  baby 
food  packaging  business  now  held  by 
makers  of  glass  jars. 

Johnson  Controls'  original  busi- 
ness, building  controls,  is  now  just 
33%  of  sales  and  a  smaller  piece  of 
profits,  since  it  does  a  lot  of  service 
business;  Keyes  purchased  two  com- 
panies that  manage  buildings.  These 
firms  decide  who  wins  a  structure's 
controls  business,  and  put  Johnson  in 
the  decision-making  seat. 

Keyes  tried  to  sell  the  car  battery 
unit  in  1991,  but  no  one  was  interest- 
ed in  the  heavily  unionized  plants, 
which  must  compete  with  nonunion 
plants  elsewhere.  The  battery  busi- 
ness, at  $740  million  in  annual  sales, 
has  improving  profit  margins  after 
plant  closures  and  productivity  gains. 

Yes,  Johnson  is  a  hodgepodge,  but 
who's  complaining?  Last  year  it  post- 
ed a  14.5%  return  on  equity — and  this 
year  will  be  better,  with  earnings  per 
share  up  20%,  to  $4.27,  for  the  12 
months  ending  June  30.  OH 


John  Greeniaus  got  blitzed  once  by  Procter  &  Gamble. 
That  was  a  dozen  years  ago  and  taught  the  Nabisco  boss 
a  valuable  lesson. 

Hit  'em  first 


By  James  M.  Clash 

"WE  WERE  CAUGHT  NAPPING,"  Says  H. 

John  Greeniaus,  50.  "This  was  Pearl 
Harbor.  We  didn't  see  it  coming." 
The  Nabisco  Holdings  Corp.  chief 
executive  officer  isn't  talking  about 
World  War  II.  He's  talking  about  the 
cookie  wars,  about  the  1983  sneak 
attack  by  Procter  &  Gamble  on  Na- 
bisco's  seemingly  impregnable  cookie 
empire.  P&G  scored  direct  hits  on  the 
unprepared  Nabisco's  flagship  Oreo 
and  Chips  Ahoy!  brands. 

Now  chocolate  chip  cookies  may 
be  snacks  to  you,  but  they  are  life  and 
death  at  Nabisco's  Parsippany,  N.J. 
headquarters.  Since  January  Nabisco 
has  ceased  being  fully  owned  by  RJR 
Nabisco,  and  although  the  tobacco 
giant  still  owns  80.5%  of  the  shares, 
Nabisco  now  controls  much  of  its 
own  fate  (see  box,  opposite).  It  is  now 


more  than  ever  a  bet  on  its  manage- 
ment's ability  to  stay  ahead  in  a  fast- 
changing  and  frequently  whimsical 
market  for  products  that  nobody 
needs  but  nearly  everybody  wants. 
Snacks  are  a  big  market.  They  contrib- 
ute 70%  of  Nabisco's  nearly  $8  billion 
in  annual  revenues. 

This  means  that  Nabisco  must  keep 
a  close  eye  on  what  its  competitors  are 
doing.  That  long-ago  p&g  surprise 
attack  on  the  heart  of  Nabisco's  busi- 
ness happened  because  Nabisco's 
scouts  had  failed  to  notice  that  p&g's 
Duncan  Hines  was  secretly  testing 
soft  chocolate  chip  cookies  in  Kansas 
City.  These  were  chewy  inside,  not 
crisp  and  crunchy  like  Nabisco's 
products.  Within  a  few  months  P&G 
had  captured  a  full  third  of  the  Kansas 
City  market,  while  Nabisco's  sales  fell 


Nabisco  Chief 
Executive  John 
Greeniaus  on  his 
weekend  toy 
After  the  cookie 
wars,  he  vowed 
never  to  be 
ambushed  again. 
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by  a  third. 

Fortunately,  Greeniaus,  himself  a 
former  P&G  executive  who  ran  the 
Crest  toothpaste  business  in  the  early 
1970s,  quickly  counterattacked. 
Within  six  months  Nabisco  struck 
back  with  a  15 -flavor  line  of  soft 
cookies  called  Almost  Home.  By  the 
time  P&G  was  taking  Duncan  Hines' 
softies  national,  Nabisco  was  there, 
too.  P&G  captured  only  a  5%  share  of 
the  national  market;  Nabisco's  na- 
tional cookie  share  actually  jumped 
two  points,  to  36%. 

That  was  Greeniaus'  Midway  to 
P&G's  Pearl  Harbor.  Wouldn't  you 
know  it,  consumers  soon  went  back  to 
crunchy  chocolate  chip  cookies  and 
soft  cookies  became  one  of  recent 
history's  biggest  fads  (Almost  Home 
and  the  Duncan  Hines  soft  cookie  are 
no  longer  even  on  the  market.)  But 
the  experience  convinced  Greeniaus 
never  to  be  ambushed  again,  and  he 
hasn't  been. 

Today  Nabisco  may  well  have  the 
strongest  new  products  marketing 
team  in  the  food  business.  Prior  to  the 
P&G  sneak  attack,  Nabisco  was  bring- 
ing out  only  two  or  three  new  prod- 
ucts a  year.  In  the  last  two  years  alone 
it  has  launched  more  than  100  new 
products  and  line  extensions.  Those 
100-plus  new  products  brought  in 
$1.1  billion  of  Nabisco's  $7.7  billion 
in  revenue  last  year. 

To  motivate  executives  to  push 
new  products,  Greeniaus  borrowed  a 
page  from  3M,  tying  executive  bo- 
nuses to  new  product  goals.  He  sets 
the  goal  at  getting  a  minimum  15%  of 
sales  from  these  products.  Executives 
whose  new  products  do  well  get  hefty 
bonuses.  Ray  Verdon,  president  of 
the  $3.3  billion  biscuit  division, 
which  markets  cookies  and  crackers, 
added  S 1 1 5 ,350  to  his  bonus  last  year 
for  such  successful  new  products  as 
reduced  fat  versions  of  Oreos,  Chips 
Ahoy!  and  Triscuits. 

Americans  love  to  snack — and  their 
waistlines  show  it.  They  are  constantly 
looking  for  new  noshes.  Greeniaus' 
team  is  ready  to  oblige  them,  with  line 
extensions  and  endless  variations  on 
familiar  products.  Take  Ritz  Bits,  a 
snack-size  version  of  Ritz  crackers,  a 
60-year-old  brand  and  the  country's 
biggest-selling  cracker  ($252  million 
retail  sales).  The  silver-dollar-size  reg- 
ular Ritz  is  now  supplemented  with 
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Two  post-cookie  war  hits 

New  products  added  $1  billion  to  sales. 


Ritz  Bits  in  quarter,  nickel  and  dime 
sizes,  each  precisely  cloning  the  par- 
ent product's  dough,  7  cracker  holes 
and  46  ridges. 

Nabisco  sold  $91  million  of  Ritz 
Bits  in  1987,  its  first  year,  increasing 
sales  of  the  brand  by  40%.  The  line 
extensions  have  continued  to  pour 
out.  Would  you  believe  Ritz  Bits  pea- 
nut butter  sandwiches?  These,  along 
with  other  Ritz  Bits  spinoffs,  brought 
in  $77  million  last  year.  In  all,  the 
brand's  sales  are  up  more  than  50% 
since  Ritz  Bits  were  introduced. 

Nabisco's  biggest  recent  success  is 
its  SnackWell's  line  of  low-  and  no-fat 
products.  Quite  clearly  Americans  are 
not  going  to  stop  snacking,  no  matter 
how  fat  they  get,  but  they  are  feeling 
increasingly  guilty  about  it. 

In  August    1992   Nabisco   intro- 


duced the  line  of  low-fat  chocolate- 
covered  cookie -cakes  and  low-fat 
crackers.  Within  18  months,  Snack- 
Well's  became  the  country's  number 
one  cookie/cracker  line,  ahead  of  Na- 
bisco's own  $330  million  (sales) 
Oreos.  Last  year  the  SnackWell's  line 
hit  $440  million  in  sales. 

Some  of  Nabisco's  new  products 
turn  out  to  be  flashes  in  the  pan.  Take 
Teddy  Grahams,  bear-shaped  minia- 
ture graham  snacks  launched  in  1988. 
Within  a  year  Teddy's  sales  jumped 
from  nothing  to  $150  million,  but 
when  the  novelty  faded,  so  did  sales, 
collapsing  to  $30  million  last  year. 

"Teddy  Grahams  was  a  fun,  excit- 
ing new  product  but  without  a  sus- 
tainable growth  platform,"  says 
Greeniaus.  "Its  reason  for  being  was 
newness.  SnackWell's  is  not  successful 
because  it's  new  but  because  it  deliv- 
ers something  the  consumer  wants — 
great  taste  with  zero  fat." 

What  does  the  consumer  want  next 
with  SnackWell's?  Greeniaus  says  it's 
fewer  calories.  SnackWell's  contains 
little  fat  but  has  about  the  same  calorie 
content  as  regular  cookies.  So  low- 
calorie  SnackWell's  should  be  on  the 
market  before  year-end.  At  the  same 
time  Nabisco  is  introducing  low-fat 
and  snack  versions  of  its  thousands  of 
products  and  line  extensions.  The 
beauty  of  the  low-fat  lines  is  that 
people  may  eat  more  of  them  because 
each  one  packs  a  bit  less  guilt. 

Unlike  the  U.S.  at  Pearl  Harbor, 
Greeniaus  expects  to  keep  the  compe- 
tition so  busy  responding  to  his  new 
products  that  they  won't  have  much 
time  to  plot  attacks  like  the  one  P&G 
hit  him  with  that  memorable  day.  WM 


Smoke-free, 
Kravis-free 


On  Jan.  19  the  parent 
company,  RJR  Nabisco,  sold 
to  the  public  just  short  of 
20%  of  the  shares  of  Na- 
bisco Holdings  Corp.,  its 
breakfast  food/cookie/ 
snack  food  businesses. 
The  proceeds,  some  $1  bil- 
lion, helped  reduce  rjr's 
towering  burden  of  debt. 
RJR  will  almost  certainly 
further  cut  its  holdings  in 
the  future. 

Around  the  same  time, 
Kohlberg  Kravis  Roberts  & 


Co.  unloaded  its  stake  in 
both  companies,  a  stake 
that  dated  to  the  spectac- 
ular 1989  takeover  fight 
that  pitted  kkr  against 
rjr's  old  boss,  F.  Ross 
Johnson,  kkr  won,  bur 
the  victory  turned  inrr 
quagmire  as  a  it- 
huge  burden 
took  on  to 
$26  billi< 

Aso 
KKR''  es  are  off 

bo1"         mis.    -J.M.C.  WM 
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At  39,  Garth  Drabinsky's  career  seemed  in  ruins. 
At  45,  he's  one  of  Broadway's  biggest  producers, 
with  ambitions  to  be  a  lot  more. 

"The  bastard 
gave  up  too  soon" 


By  Nina  Munk 

No  question:  Garth  Drabinsky  is  the 
Comeback  Kid.  In  the  1980s  the 
Canadian  dealster  made  a  big  splash 
with  his  Cineplex  Odeon  chain  of 
movie  houses,  where  the  lobby  floors 
were  marble,  the  managers  wore  tux- 
edoes and  the  popcorn  stands  also 
dispensed  fresh  pastries  and  espresso. 
But  the  company  was  heavily  in  debt, 
and  after  questions  were  raised  about 
the  soundness  of  its  bookkeeping, 
Drabinsky  was  pushed  out  by  his  larg- 
est stockholder,  mca  Inc.  (see  box,  p. 
106).  He  was  then  39. 

Cineplex  Odeon's  stock  traded  for 
$18  a  share  in  1986.  Today  it's 
around  $2. 

Drabinsky  has  fared  a  lot  better 
than  the  company  and  the  stock. 

On  the  way  out,  Drabinsky  and  his 
partner  Myron  Gottlieb  paid  $75  mil- 
lion, most  of  it  borrowed,  for  two 
Cineplex  assets:  Toronto's  2, 200-seat 
Pantages  Theatre  and  the  Canadian 
rights  to  Andrew  Lloyd  Webber's 
Phantom  of  the  Opera. 

Andrew  Sarlos,  one  of  Canada's 
shrewdest  investors  and  an  investor  in 
Livent  Inc.,  Drabinsky's  new  compa- 
ny, chortles  when  he  recalls  Drabin- 
sky's coup:  "When  Garth  left  [Cine- 
plex] they  thought  he  took  the  crap 
and  left  behind  the  gold.  But  he  took 
the  gold  and  left  behind  the  crap." 

Referring  to  his  failure  at  Cineplex 
Odeon,  Drabinsky — or  his  ghostwrit- 
er— says  in  an  autobiography  pub- 
lished in  Canada  this  spring:  "In 
Greek  mythology,  Icarus  plunged 
into  the  sea  when  he  flew  too  close  to 
the  sun.  It's  supposed  to  be  a  lesson  in 
the  sin  of  hubris.  I  think  the  bastard 
just  gave  up  too  soon." 

Drabinsky  didn't  give  up.  His  Ca- 
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nadian  production  of  Phantom  is  in  its 
sixth  smash  season.  His  revival  of 
Jerome  Kern  and  Oscar  Hammer- 
stein's  Show  Boat  is  onstage  in  New 
York  and  St.  Paul,  and  will  soon  open 
in  Chicago.  He  has  the  Canadian 
rights  to  another  Broadway  hit,  Sun- 
set Boulevard,  to  premiere  in  Toronto 
in  October.  On  tour  are  Joseph  and  the 
Amazing  Technicolor  Dreamcoat  and 
Kiss  of  the  Spidenvoman. 

How's  that  for  landing  on  your 
feet?  This  year  Livent  is  expected  to 
generate  $35  million  in  cash  flow 
(earnings,  that  is,  before  interest,  tax- 
es, depreciation  and  amortization), 
which  is  a  very  nice  return  indeed  on 
revenues  of  $184  million. 

No  question:  The  man  has  flair. 
Drabinsky  fusses  over  the  details  of 
Livent's  productions,  just  as  he  used 
to  fuss  over  the  ushers'  uniforms  in  his 
movie  houses.  He  oversees  cast  re- 
cordings, attends  rehearsals  and  com- 
pares fabric  swatches  for  costumes. 

In  the  process,  he  spends  money 
like  water,  confident  that  the  public 


"Show  Boat" 
Another  three 
years  to  run? 


Livent's  Garth 
Drabinsky  in  To- 
ronto's old  Pantages 
Theatre  (right) 
"This  company 
does  not  have 
a  flamboyance 
about  it!"  he  cries. 


will  more  than  compensate  him  for 
the  glitz.  While  last  year's  Broadway 
revival  of  My  Fair  Lady,  produced  by 
Barry  and  Fran  Weissler,  cost  about 
$3  million  to  stage,  Livent's  Show 
Boat  cost  $9  million.  Now  playing  at 
Broadway's  Gershwin  Theater,  Show 
Boat  is  three  hours  long,  with  20 
scenes,  a  crew  of  around  170  (includ- 
ing 6  wig  masters),  500  costumes,  and 
8  computers  that  control  sets,  sound 
and  lights.  Weeklv  running  costs  are 
about  $700,000— Broadway's  high- 
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est  ever.  At  $75  each,  Show  Boat's  top 
ticket  price  breaks  all  the  records,  too. 

Since  it  opened  in  October,  the 
New  York  production  of  Show  Boat 
has  taken  in  $880,000  a  week  on 
average.  At  that  rate,  the  show  will 
have  easily  recouped  its  $9  million 
production  cost  this  fall.  Drabinsky 
figures  Show  Boat  has  another  three 
years  of  life  in  New  York,  at  around 
$10  million  a  year  in  pretax  profits. 

At  his  movie  houses  he  made  mon- 
ey from  the  espresso  and  the  pastries 


as  well  as  from  the  box  office.  For 
stage  shows  there  are  even  more 
things  to  sell:  Show  Boat  cast  record- 
ing at  $20  per  compact  disc,  the  $45 
Show  Boat  wristwatch,  the  $10  souve- 
nir program.  Last  year  Livent's  mer- 
chandise and  concession  revenues 
were  almost  $1 1  million,  about  9%  of 
total  revenue. 

In  July  Livent  signed  a  memoran- 
dum of  understanding  for  a  long- 
term  lease  on  two  run-down  Broad- 
way theaters,  the  Lyric  and  the  Apol- 
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lo.  He  plans  to  combine  and  renovate 
the  theaters  into  one  splendid  1,850- 
seat  theater  by  December  1997. 

In  June  Livent  announced  that  it 
has  an  option  to  buy  Chicago's  histor- 
ic Oriental  Theater  on  Randolph 
Street.  Livent  already  owns  one  the- 
ater in  Toronto,  has  a  ten-year  man- 
agement contract  with  another  and 
holds  a  minority  interest  on  a  brand- 
new  1,800-seat  theater  in  Vancouver 
that  is  to  open  in  late  November. 

"The  plan,"  says  Drabinsky,  "is  to 
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Drabinsky 


create  a  vertically  integrated  structure 
for  live  theater  reminiscent  of  the  old- 
style  movie  studios." 

Livent  went  public  in  Toronto  in 
1993;  its  stock  has  since  doubled  and 
now  trades  on  Nasdaq,  recently  at  12V4, 
32  times  trailing  earnings.  Drabinsky's 
17%  stake  is  worth  $25  million. 

An  embarrassing  question  for  Dra- 
binsky: Is  Livent's  bookkeeping  as 
imaginative  as  Cineplex  Odeon's?  He 
pounds  the  desk  as  he  answers:  "I  am 
rigorous — rigorous! — on  the  expen- 
diture of  funds  in  this  corporation." 
Thump,  thump.  "This  company  does 
not  have  a  flamboyance  about  it!" 

He  notes  that  Livent  books  no 
profits  from  its  shows  until  all  produc- 
tion costs  are  recouped.  This  is  much 
more  conservative  accounting  than  in 
Hollywood,  where  movies'  expenses 
are  amortized  over  the  estimated  life 
of  the  production — estimated,  that  is, 
by  management.  If  the  estimated  life 
is  unrealistically  long,  earnings  are 
overstated,  leaving  ample  room  to 
manipulate  the  bottom  line. 

Can  you  believe  him?  In  February 
Boston's  Thomas  H.  Lee  Co.  paid 
about  $12  million  for  13%  of  Livent's 
common  stock,  and  an  additional  $11 
million  for  subordinated  notes  con- 
vertible into  5%  to  7%  of  Livent's 
common  stock.  Tom  Lee  is  a  smart 


Broadway's  run-down  Lyric 

Soon  to  get  the  Drabinsky  touch. 


man;  he  made  hundreds  of  millions  of 
dollars  on  Snapple  Beverage  Corp. 
Seasoned  media  investor  Roy  Fur- 
man,  of  New  York's  Furman  Selz  Inc., 
is  also  high  on  Livent,  having  bro- 
kered the  Lee  deal  and  helping  to  get 
Livent  traded  on  Nasdaq.  He  won't 
say  if  he's  put  any  money  into  Livent 


but  extends  to  Drabinsky  his  reputa- 
tion when  he  says:  "The  big  musical  is 
an  entertainment  phenomenon,  but 
to  pull  it  off  you  need  a  great  deal  of 
capital  and  creativity.  Livent  has  the 
money  and,  in  Garth,  a  man  who  has 
taste,  showmanship  and  is  one  hell  of 
a  promoter.  It's  a  mix  that's  rarely 
found  in  the  theater  business." 

Furman  and  Lee  don't  usually 
throw  their  money  and  reputations 
around,  but  before  rushing  out  to  join 
them  as  Livent  shareholders,  ordinary 
investors  might  ponder  this  incident 
recounted  in  Drabinsky's  book: 

In  the  summer  of  1967,  aged  17, 
Drabinsky  worked  as  a  carny  barker  at 
the  Canadian  National  Exhibition  in 
Toronto.  Megaphone  in  hand,  he 
lured  the  crowds  into  his  stall  to  have 
their  handwriting  "analyzed"  by  an 
IBM  card-sorter.  Drabinsky: 

"The  key  to  getting  their  cash,  I 
discovered,  was  the  manipulation  of 
the  [crowd]  lineup.  I  never  ran  the 
machine  until  I  had  a  substantial  line- 
up, and  once  it  began  to  dwindle,  I 
went  back  to  barking  and  built  [the 
queue]  up  again  before  starting  the 
machine. 

"Lineups  create  more  lineups. 
Don't  ask  me  why,  but  people  get 
excited  about  other  people  standing 
in  line."  ■■ 


Burned 

Investors  Tom  Lee  and 
Roy  Furman  aren't  the  first 
big  names  to  be  wooed 
and  won  by  Garth  Dra- 
binsky. mca  Inc.'s  Sid 
Sheinberg  and  Lew  Wasser- 
man  were  so  impressed  by 
the  early  Cineplex  Odeon 
movie  theaters  that  in 
1986  mca  paid  about  $  1 50 
million  in  stock  for  49.7% 
of  the  chain.  That  left  Dra- 
binsky and  his  partner, 
Myron  Gottlieb,  with  only 
8%  of  Cineplex  Odeon, 
with  Montreal's  Bronfman 
clan  owning  30%,  and  the 
rest  in  public  hands. 

Soon  unhappy  with  his 
minority  position,  Dra- 
binsky pulled  a  fast  one. 
He  and  Gottlieb  secretly  ar- 


ranged to  buy  the  Bronf- 
mans'  interest.  That  would 
have  left  them  firmly  in 
the  driver's  seat  since  Cana- 
dian law  restricted  MCA 
from  having  more  than  a 
third  of  the  votes,  though 
it  owned  half  the  stock. 

Sheinberg  and  Wasser- 
man  were  not  amused. 
They  blocked  the  bid, 
which  meant  that  Dra- 
binsky couldn't  buy  the 
Bronfman  shares  unless  he 
extended  the  offer  to  all 
Cineplex  shareholders. 
While  Drabinsky 
scratched  for  money,  mca 
announced  it  had  "very 
serious  questions"  about 
the  company's  financial 
reporting  practices.  A  few- 
days  later,  accounting 
watchdog  Kellogg  Asso- 


ciates released  a  report 
saying  operating  earnings 
were  heavily  inflated. 
Cineplex  had  been  selling 
assets  and  booking  the 
gains  as  operating  income, 
rather  than  nonrecurring 
income.  The  stock,  at  16  in 
earlv  1988,  would  drop 
to  2  by  the  end  of  1990. 

Their  chances  of  buy- 
ing out  Cineplex  gone, 
Drabinsky  and  Gottlieb 
resigned  in  December 
1989.  mca  ended  up 
owning  shares  that  are  now 
worth  far  less  than  what  it 
paid  for  them. 

Drabinsky  insists  there 
was  nothing  improper 
about  Cineplex's  book- 
keeping. He  says  that  MCA 
was  well-represented  on 
the  audit  and  executive 


committees  which  ap- 
proved Cineplex's  account- 
ing practices  and  that 
mca  inspired  the  doubts 
about  earnings  in  order 
to  force  him  out.  Maybe  so, 
but  what  really  collapsed 
Cineplex  Odeon  stock  was 
that  it  couldn't  service 
the  $610  million  in  debt — 
almost  twice  its  equity 
base — that  Drabinsky  had 
piled  on  in  a  breakneck 
expansion. 

Forewarned,  investor 
Tom  Lee  spent  four 
months  combing 
through  Drabinsky's  rec- 
ords with  forensic  ac- 
countants, lawyers  and  in- 
vestigators before  he  put 
a  penny  into  Drabinsky's 
new  outfit,  Livent. 

-N.M.  mk 
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Finally,  a  concept  car  with  integrity. 

1  he  Loncept.  Structural  integrity.  Make  a  car's  body  unit 
stronger...  resistant  to  flex  and  noise...  and  you  build  a  better  automobile. 

1  tie  Lar.  To  make  it  happen,  the  all-new  1995  Riviera  was 
given  an  all-new  body  structure.  A  body  unit  so  rigid  that  it  achieves 
a  new  world  standard  for  structural  integrity  —  unsurpassed  by  any 
other  luxury  coupe.  A  body  unit  so  strong  that  it  acts  as  a  security 
cage  around  its  occupants.  What  a  concept. 
To  learn  more,  call  1-800-4-RIVIERA. 


'-IMr  ©1995  GM  Corp.  All  rights  reserved. 

i__|   Riviera  is  a  registered  trademark  of  GM  Corp. 

Buckle  up,  America! 


■MimiLi! 


EDITED  BY  JOSHUA  LEUINE 


Worried  about  deregulation,  electric  utilities 
are  starting  to  pay  attention  to  their  customers. 

What  brand 
is  your  electron? 


Marketing  consultant  Carmine 
Grastataro  is  working  the  slide  projec- 
tor for  a  roomful  of  electric  utility 
executives.  "Who  makes  this?"  he 
asks,  pointing  to  a  slide  of  an  orange. 
"Sunkist,"  comes  the  overwhelming 
response.  Next  slide,  a  pile  of  salt. 
"Morton's,"  says  the  crowd.  A 
mound  of  oats.  "Quaker." 

But  when  Grastataro  asks  his  semi- 
nar how  they  would  go  about  turning 
their  invisible  electrons  into  Sunkist 
oranges,  no  answers  are  forthcoming. 

Do  you  really  care  what  brand  of 
electricity  you  use?  Deregulation  is 
creating  an  environment  where  resi- 


dential customers  may  one  day  soon 
be  able  to  choose  their  power  compa- 
nies the  way  they  now  choose  long 
distance  telephone  service. 

If  utilities  must  compete  on  price 
alone,  the  prospects  are  scan'.  Large 
industrial  customers  already  negoti- 
ate lower  rates  by  playing  one  supplier 
against  another.  Thus  average  indus- 
trial rates  per  kilowatt- hour  dropped 
from  5.04  cents  in  1993  to  4.90  cents 
last  year  (Forbks,  June  5).  And  who 
wouldn't  switch  power  companies  if 
they  could  save  a  few  bucks  a  month 
by  doing  so? 

Hit  by  lower-priced  competition, 


Baltimore  Gas  &  Electric's  average 
industrial  rate  plunged  12%,  to  4.64 
cents  last  year.  "We've  got  to  reposi- 
tion bge  to  deliver  a  brand  so  that  we 
can  escape  commodity  pricing,"  says 
Michael  Knaisch,  who  is  working  on 
an  ad  campaign  due  next  year  at  bge's 
agency,  Richardson,  Myers  & 
Donofrio. 

But  can  you  market  electricity  the 
way  you  can  toothpaste — which  at 
least  comes  in  a  distinct  package  and 
has  a  distinct  look  and  taste?  Maybe 
you  can.  rks  Research  asked  205  large 
national  customers  if  a  utility  with  a 
favorable  brand  image  could  charge  a 
higher  rate.  Close  to  50%  said  it  could. 

Bill  Burgess  is  testing  the  proposi- 
tion. He's  managing  vice  president  of 
Utilicorp  United,  a  Kansas  City,  Mo. 
concern  with  one  natural  gas  and 
seven  electric  utilities  in  eight  states. 
Burgess  worked  for  Sprint  when  the 
telecommunications  industry  went 
through  the  same  wrenching  process 
ten  years  ago.  Before  that,  he  market- 
ed credit  cards  and  airlines.  He  con- 
cedes that  branding  those  businesses 
was  child's  play  compared  with  paint- 
ing a  face  on  the  electron.  Sighs  Bur- 
gess: "This  is  the  most  invisible  thing 


108 


Forbes  ■  August  28,  1995 


I've  ever  sold.1' 

The  most  active  marketing  labora- 
tory' is  California,  which  is  opening  up 
electric  power  choice  faster  than  any 
other  state.  A  year  ago  San  Diego  Gas 
&  Electric  undertook,  extensive  mar- 
ket research  to  determine  what,  if  any, 
brand  image  it  already  had.  The  re- 
sults were  sobering.  "Respects  me 
and  acts  like  it  wants  my  business," 
was  not  among  the  choices  that  those 
surveyed  picked. 

So  the  utility  has  formed  a  crew  of 
what  it  calls  "brand  cops"  to  improve 
the  company's  public  face — before 
launching  a  major  ad  campaign. 
Among  other  things,  SDG&E  is  install- 
ing new  "smart  meters"  with  direct 
radio  links  to  a  computer  that  moni- 
tors energy  use  in  real  time,  instead  of 
waiting  for  monthly  meter  readings. 
Unusually  high  usage  can  be  spotted 
as  it  occurs,  and  the  utility  can  fore- 
warn customers  about  the  problem 
before  they  grouse  about  getting 
ripped  off.  It  hopes  services  like  this 
will  create  some  brand  loyalty. 

Unique  among  electric  utilities, 
Utilicorp  United  is  laying  the  foun- 
dation for  a  national  energy  brand.  It 
has  created  EnergyOne,  the  brand 
name  through  which  its  eight  sepa- 
rate utilities  market  their  power. 
"Eventually,  any  utility  could  use  the 
EnergyOne  brand,"  says  Utilicorp 
United's  Burgess. 

Burgess  uses  Bank  of  America's 
BankAmericard,  where  he  worked  for 
eight  years,  as  Utilicorp  United's 
model.  BankAmericard  ultimately 
evolved  into  Visa,  a  national  market- 
ing organization  used  by  banks, 
which  compete  against  one  another 
for  customers  using  what  is  essentiallv 
the  same  branded  product.  "We  want 
to  be  the  Visa  of  the  utility  business," 
says  Burgess.  "We  want  to  be  the 
energy  provider  of  choice  wherever 
people  have  the  power  to  choose." 

When  Burgess  talks  about  competi- 
tion, he's  not  talking  about  a  neigh- 
boring power  company  poaching  his 
customers.  "There's  no  reason  why 
John  Malone  [of  Tele-Communica- 
tions, Inc.]  can't  buy  electricity  like 
anyone  else  and  sell  it  as  part  of  a 
package  along  with  movies.  That's 
the  real  threat."  EnergyOne  would  be 
a  weapon  that  utilities  could  fight 
back  with — just  as  Visa  has  been  for 
the  banks.  -J.L.  WM 


The  color  of  the  year  is  cobalt  blue.  Why?  Merchants 
don't  ask.  They  just  know  it  moves  merchandise. 

Singing  the  blues 


By  Caroline  Waxier 

In  the  spring  M&M/Mars 
decided  to  add  a  new  color  to 
its  mix  of  m&m  plain  candies, 
its  first  new  hue  since  1949. 
Focus  groups  narrowed  the 
choices  down  to  purple,  pink 
and  a  variant  of  cobalt  blue. 
Mars  put  the  final  choice  to  a 
vote.  No  contest:  Cobalt 
blue  won  in  a  landslide — 5.4 
million  votes  versus  3.2  mil- 
lion for  purple  and  1  million 
for  pink. 

On  Mar.  29  the  Empire 
State  Building's  spotlights 
blazed  cobalt  blue  to  cele- 
brate the  azure  mandate. 

It's  a  mandate,  all  right, 
and  not  just  for  Mars.  Look 
around  and  you'll  notice 
product  after  product  in  this 
pigment  that  got  its  name 
because  it  was  made  origi- 
nally from  an  oxide  of  the 
mineral  cobalt.  In  the  heyday 
of  art  deco,  the  color  was  much  es- 
teemed in  glass,  but  for  many  decades  it 
was  out  of  fashion.  No  longer. 

Arizona  Iced  Tea's  new  ginseng  fla- 
vor sports  a  variant  of  the  shade.  So  do 
the  new  Skyy  Vodka  and  Nightflight 
men's  cologne  from  Joop!  Last  summer 
many  fashion  designers  used  cobalt 
blue  extensively  in  their  collections. 
One  of  the  first  to  use  it  was  the  house  of 
Escada,  which  splashed  it  on  handbags, 
shoes  and  belts. 

If  anyone  can  be  credited  with 
launching  this  trend,  it's  a  Welsh  miner- 
al water  brand  called  Ty  Nant,  which 
came  out  in  1992  and  is  packaged  in 
cobalt  blue  bottles  (Forbes,  Dec.  21, 
1992).  "We're  selling  15  to  20  cases 
of  the  water  a  week,"  says  a  perplexed 
Geri  Ackert,  grocery  buyer  at  Man- 
hattan's Dean  &  DeLuca  gourmet 
shop.  This  despite  Ty  Nant's  $2.95  for  a 
25-ounce  bottle — a  full  buck  more  than 
the  equally  pretentious  San  Pellegrino 
brand  from  Italy. 


Cobalt  blue  empties  are  showing  up 
as  flower  vases  in  Bloomingdale's  cata- 
logs and  Blockbuster  Video  commer- 
cials. Even  in  Jerry  Seinfeld's  apart- 
ment on  his  hit  sitcom. 

Stores  find  that  cobalt  items  draw 
customers.  Sheila  Arnold  of  the  Sun- 
glass Hut  International  chain  feels 
that  displays  featuring  sunglasses  with 
blue  mirrored  lenses  gets  shoppers' 
attention.  "People  just  tend  to  be 
attracted  to  it,"  she  says. 

What's  the  appeal?  Nostalgia,  may- 
be, for  art  deco  and  the  1920s?  Or 
listen  to  Nicki  Gondell,  a  trend  fore- 
caster at  Ellen  Sideri  Partnership: 
"The  surreal  glare  of  cobalt  blue  repre- 
sents a  welcome  backlash  to  the  boring 
earth  tones  of  early  1990s  eco-fashion. 
This  jolt  of  color  is  so  pleasing  to  the 
eye  after  endless  colorless  seasons." 

So  bring  on  the  cobalt  blue  lipstick 
and  toenail  polish.  They  are  already  all 
over  Europe  and  just  arrived  at  a  store 
near  you.  ■■ 
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Pioneers  don't  always  win.  CompuServe,  Prodigy 
and  America  Online  may  be  crowded  out 
in  the  battle  for  cyberspace. 

Who  needs 
the  middleman? 


By  Nikhil  Hutheesing 

Until  RECENTLY  the  only  way  to 
reach  cyberspace  browsers  was 
through  one  of  the  big  three  on-line 
services — America  Online,  H&R 
Block's  CompuServe  and  the  IBM/ 
Sears  venture  Prodigy.  That  oligopoly 
is  set  to  fade  fast,  and  it's  not  just 
Microsoft  that  threatens.  It's  the 
whole  Internet — the  pulsating,  un- 
disciplined and  rapidly  expanding 
network  of  World  Wide  Web  com- 
puters that  contain  public  databases. 

The  big  three  got  where  they  are 
because  they  are  publishers.  They 
gather  up  reading  material  from  such 
sources  as  magazines,  weather  fore- 
casters and  their  own  subscribers, 
then  dispense  it  in  convenient,  graph 
ical  format.  They  have  the  billing 
systems  to  keep  revenue  flowing  in 
from  subscribers  numbering  in  the 
millions,  and  they  have  the  marketing 
skills  to  keep  new  subscribers  coming 
in.  They  also  have  the  buy- 
ing power  to  line  up  the 
cheap  telephone  connec- 
tions that  make  on-line 
publishing  affordable. 

In  short,  the  on-line  big 
three  are  middlemen,  and 
they  collect  hefty  middle- 
man markups.  They  share 
only  niggardly  fractions  of 
their  revenue  with  the  pro- 
viders of  the  data. 

On-line  publishing  is 
about  to  change.  The 
middleman's  power  is 
shrinking. 

Here's  why.  One  side  of 
the  business,  the  providing 
of  network  connections,  is 
turning   into  a   free-for-all 

110 


with  the  likelihood  of  commodity 
pricing.  Telephone  giants  MCI  and 
AT&T  are  alreadv  in  the  on-line  busi- 
ness, and  potentially  even'  cable  com- 
pany or  regional  telephone  company 
can  get  in. 

At  the  same  time,  the  other  side  of 
on-line  publishing — what  you  might 
call  the  editorial  side — is  also  chang- 
ing. The  data  providers  just  won't 
need  middlemen  much  anymore.  On 
the  Internet,  everyone  with  a  com- 
puter is  his  own  publisher. 

Time  Warner,  for  instance,  offers 
its  magazines  on  America  Online, 
CompuServe  and  Prodigy.  But  Time 
Warner  has  also  started  Pathfinder,  a 
service  on  the  Internet  that  directs 
readers  to  on-line  versions  of  its 
publications,  among  other  things. 
This  sampler  service  is  now  being 
funded  by  advertisers  like  Timex  and 
General   Motors.   Time  Warner  ex- 


Internet  steals  the  show 

On-line  customers  in  the  U.S.,  projections  (millions) 


The  big  three  on-line  companies 
are  handy  on-ramps  to  cyberspace. 
But  there  will  be  alternate  routes. 


pects  to  make  more  money  from 
Pathfinder  in  the  long  run  than  from 
any  of  the  big  three. 

"From  this  point  on,  market  shares 
of  the  [traditional]  on-line  services 
will  diminish,"  predicts  Scott  Kurnit, 
formerly  an  executive  vice  president  at 
Prodigy  and  now  president  of  MCI 
Information/Entertainment  Services 
Co.,  which  recently  absorbed  the  tra- 
ditional on-line  service  Delphi. 

"The  basic  model  that  the  on-line 
services  are  building  will  tank  very 
quickly.  It  just  doesn't  make  sense," 
says  Andrew  Anker,  chief  technolo- 
gist at  Wired  magazine. 

Wired  has  been  on  America  Online 
for  more  than  a  year.  America  Online 
gives  him  20%  of  the  revenue  that 
comes  in  from  subscribers'  time  spent 
on  Wind's  pages.  Anker  won't  settle 
for  just  20%.  So  last  October  he  creat- 
ed HotWired,  a  magazine  on  the  In- 
ternet ( http://www.hotwired.com). 
True,  he  has  costs  there  he  doesn't 
have  with  America  Online — such  as 
running  the  host  computers  that  spit 
out  data  to  subscribers,  and  electroni- 
cally massaging  stories  into  a  format 
suitable  for  on-line  publishing.  Still, 
he  figures  HotWired  will  soon  be 
more  lucrative  than  the  America  On- 
line venture.  And,  he  says,  on  the 
Internet  his  firm  is  more  in  control  of 
its  own  product. 

If  not  the  traditional  middlemen, 
who  will  bring  the  thousands  of 
content  providers  to  the  millions  of 
customers? 

First  there  is  the  much-feared  Mi- 
crosoft Network,  scheduled  for 
launch  Aug.  24.  Forrester 
|  Research  of  Cambridge, 
?  Mass.  predicts  Microsoft 
will  line  up  2.4  million  sub- 
scribers by  1997.  Custom- 
ers will  pay  $5  a  month  for 
up  to  three  hours — that 
pays  for  the  phone  connec- 
tions to  Bellevue,  Wash. 
Then,  each  content  provid- 
er will  charge  whatever  it 
wants  for  its  material — so 
much  per  hour  or  so  much 
per  page  or  picture.  Micro- 
soft will  keep  a  30%  com- 
mission out  of  the  provid- 
er's fees  and  pass  along  the 
rest  to  the  provider. 

General  Electric's  nbc  is 
canceling  its  appearance  on 
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America  Online  in  favor  of  Micro- 
soft's Niew  network.  NBC  will  offer 
things  like  the  complete  text  of  a  45- 
minute  infrefv4e\v__that  was  cut, 
minutes  tor  television.  It  will  also  offer 
financia/service§  drawn  from  research 
at  cnj 

Tiile  we  had  rfoany  users  visitni 
uy'on  America  Onlhqe,  we  weren't 

laking    much    /evenue,"    explains 
Martin  Yudkovi/z,  a  seniot^vice  presi 
dent  at  NBC.  Kodak  and  Ed 
Bauer  are  among  the  200  (4th 
er   companies   with    sitgi   on 
Microsoft.  /  \s 

icrosoft  will   oner  more 

fitorial  control  to  its  content 
widers,  too^-an  approach 
sure  fb^pjease  creative  ty 
like  Anter^HQtWiredJatisn't 
yet  signed  up  for  tlTerMlcrosoft 
Network  .y  The  content' 
viders  will  be  able  to  present 
their  material  in  any  font  or 
format  they  wish.  The  big 
three,  in  contrast,  hive  stan- 
dardized sjcreen  displays  and 


A 
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five  hours.  (This  matches  the  pricing 
for  America  Online.)  The  mci  ramp 
hasbiHboards  on  it — signs  pointing 
Eocatalogs,  bfechures and  reservation 
systems  from  such 
macher  Scnlemmer  and  Radisson  Ho- 
tels. But^~you  can  skip  those  and  go 
to  whaYeve>Web  site  you  had  in 
mind  when\  you  turneth 
computer. 

Right  novyAit  is  very  difficult  for 


cial  biisinesKdivision  on  the  World 
Wide  Web  (htqx//www.  firstunjon 
.copi).  It  worked  vtithOpen 

dn  Cambridge,  Mass.  ftrset  up  an 
ivironment  for  secure  /electronic 
jommerbe  on  the  Net.  .Open  Mar- 
tet's  software-also  helps/merchants  s 
up  snazzy  storeiromVin  cyberspace 
\and  accomplish  adjmi\istrative  tasks, 
lTk-ejtakin 


\ 


icons. 

Think  of  it  this  wa 


three  have 
ers,    closejv 


\ 


acted  like 
contrc 


:  The  bi* 
publisl 

ling  tl 
contej1 
if     V1 
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product  and  payin 
providers-  -writers, 
will — modest    royalties. 
crosoft  is/ acting  ijioreiike  a^ 
bookstorje^jne'mxv^rkh every 
book^atrmor  is  his  own  pub- 

er.  Microsoft  is  a  kind  ormiddle- 
man,  too,  but  ontSwith  a  ven'  lintited 
and  passive  role  in  determining  wnat 
gets  bought  and  sold  >q  the  data 
snapping  mall.  \ 

Beyond  Microsoft  lurks  the  vast 
potentiakof  the  Internet  World  Wide 
Web,  where,  the  middleman's  roleNis 
shrunk  still  further.  Customers  wilK 
sign  up  for  an  Internet  on-ramp  ser- 
vice, of  the  sort  offered  by  psi,  Net- 
com or  MCI.  Once  oh,  the  net,  the 
subscriber  uses  browsing  software  like 
Netscape  or  Spyglass  to  roam  the 
world's  databases.  N. 

MCI  doesn't  aim  to  make  a  middle- 
man's markup,  as  America  Online  and 
Prodigy  do;  it  doesn't  even  want  as 
retail  commission,  like  Microsoft. 
Rather,  it  aims  to  keep  its  fiber-optic 
lines  busy.  Its  business  is  not  publish- 
ing but  transporting.  j 

MCl's  on-ramp  to  the  World  Wide 
Web  costs  S10  a  month  for  the  first 


orders/ 

How^rill  ihcT&ig  thrcevfight  back? 

One  possibility  is  t\turn  into 


Internet   oivramps,  "fcompet- 

ingAvith  the  growing  hotde  of 

competitors  in\his  commbc]- 

business.  Indeed,  all  three 

•  Internet  browsers  with 

their\service.  Their\trength 

ere  is\hat  they  already  have 

the  customers  in  place,  asNvell 

as  leases  on  th^  telephone  line 

to  cohnect  then" 

Steve \Case,   Arherica   On 

le's  chief^xecutive^>»y^ms 

company  has^««tfgh  n/omen- 

tumjj^nXrvna  the  shift  to  the 

nternpt:  "Ninety  percent  of 

i^sN  \  /  >A      \^Sk^^7r     /   consumers  are  on  pe  fence.  I 

What  will  push  them  o\'er  are/ 

services  that  are  easy  to  use  ana 

affordable./'  For  now,  that  /s 

ery  true. /Three  million  su 

scribers  find  the  America  Cm 

line  service  familiar,  easy  to  use 

and  affordable.  How  long  tjhey 

will  remain  loyal  however,  is 

an  open/questioi 

"^elf-publisher  hooked  to  thettnternep--  "  Doh\look  fjbr  immediate  revenue 

to  Gollect  fees  from  browsers  \v\ho  read      drop  at  "CompuServe,!  Prodigy  and 


\ 


fl 


i 


his  pages.  ThaTTwhypuT5fehejr5  with 
Internet  connections  either  look  to 
advertisers  for  revenue  or  publisJj  ma- 
terial (likeysa4er-broc-huxes)  that\thcy 
don\t  miiyd  giving  away. 

Bu\  that's  quickly  changing. 
Micro^fi^-attd— other- 


:rma 


.are  wot 


gi- 


ving on  systems  top 
irrency. 

irlotte,  N.C. -based  First  Uniori 
a  bank  holding  company,  de- 
to  avoid  the  big  three  aTfcrgeth^ 
er./"We  were  considering  going  on 
Prodigy,"  says  Thomas  Bartolomeo, 
y/ce  president  of  strategic  planning, 
iw_ajiiLx^lo^ionof  users  and 
firms  on  the  Internet~an7T1elf---we 
could  do  more  in  this  medium." 

First  Union,  which  plans  to  merge 
with  First  Fidelity  this  summer  to 
become  the  sixth-largest  bank  in  the 
country,  has  already  set  up  a  commer- 


America     CWme.      The      explosive 

growth  in--orFkne  activity  will  make 

up^ibrtheir  lossNof  rriarket  snare  at 

rst.  Forrester  preaieds  that  the  big 

three  will   add_subs«Jibers   through 
- —  X ,         T,    „    D 

Fthat,  it's  all  downhill. 

iven  now,  as  leader  of  r^je  pack  in 
U.S.  subscriptions,  Aj3aeoca\pnline 
doesn't  have  a  loKffleeway  foncom- 
petitive    pjieecuts:    Before    special 
charges<it  probably 
cents  on  the  sales  dollar  in  the  fiscal 
ear  ended  in  June.  Prodigy  is  barely 
rofitable,  even  after  the  billion  dj 
rs  that  Sears  and  IBM  arcJ^ehCved  to 
h\ive  poured  into  it^CwnpuServe  an- 
nounced sweeping  price  cuts  Aug.  2 
^anticipation  of  the  Microsoft  on 
slaugrfL  If  Forrester's  gloomy  predtff 
tion^;  about  market  share :&k  these 
three  prove  out,  they  atem  for  some 
very  rough  times. 


\ 
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feslctop 
Las*r  Printer 


The  (our  desktop  laser  printers  come  prvii 


^'  We  invented  the  firsl  copier.  The  firsl 

y^^      laser  printer,  loo.  Bui  more  signifi- 

^^     ^^^  cantly,  we  keep  inventing  easier  ways 

to  use  them  so  you  can  be  more  productive. 

This  know-how  is  in  every  desktop  laser 

printer  we  make:  it's  in  our  4500  series  of 

versatile  black-and-white  printers,  our  award- 


ide  us 
I  lost  i 
ork  m 


winning  4900  color  laser  printer,  and  n( 
our  new  XPrint  color  laser  printers. 

All  come  with  the  Xerox  Total  Satisfa 
Guarantee.  And  all  are  designed  to  tak 
frustration  out  of  network  printing;  mak 
easy  to  purchase  the  right  equipment,  ins 
and  use  it  every  day.   No  other  pri:  Jisep. 


XEROX?  The  Document  Company?  the  4500  senes.  4900.  XPrint  and  the  stylized  X  are  trademarks  of  the  XEROX  CORPORATION  Contact  Xerox  for  details  on  the  Total  Satisfaction  Guarantee  36  USC  380 


tgtes 


\with  years  of  copier  expertise)  Company 


jntide  users  so  many  simple  ways  to  get 
lost  out  of  network  printing.  Or  give 
isfaork  managers  as  much  control  over  it. 
taiwith  our  exclusive  image-enhancing 
nak  ologies,  you  get  hard  copies  with  graphics 
ins  arp  as  text. 
pri  see,  it's  not  just  invention  we're  after,  it's 


a  simpler  way  to  do  good  work.  To  learn 
more,  talk  to  the  Xerox  Document  Network 
reseller  nearest  you  or  simply 
call  us  directly  at  1-800-34-XEROX. 
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COMPUTERS/COMMUNICATIONS 


What  the  personal  computer  did  to  mainframes, 
it  is  about  to  do  to  telephone  switchboards. 

TAPI  dancing 


By  Jeffrey  Young 

If  YOU  want  to  capture,  in  three  let- 
ters, the  reason  why  IBM  has  46% 
fewer  employees  than  it  used  to  have, 
try  DOS.  This  early  Microsoft  operat- 
ing system  liberated  computer  users 
from  the  mainframe.  In  the  DOS 
world,  people  who  need  computing 
power  buy  off-the-shelf  hardware 
compatible  with  the  DOS  standard. 
They  buy  interchangeable  software 
applications  off  the  shelf.  They  throw 
the  hardware  and  software  together 
on  their  desktops.  This  enables  them 
to  bypass  the  mainframe,  with  its  ded- 
icated support  staff,  its  proprietary 
software  standards — and  its  once  lav- 
ish gross  profit  margin. 

What  happened  in  mainframes  is 
about  to  be  played  out  in  the  tele- 
phone switchboard  business.  Among 
the  companies  in  danger  of  being 
hurt:  AT&T,  Northern  Telecom,  Sie- 
mens, Mitel,  Fujitsu  and  NEC. 

In  lieu  of  Dos  the  liberator  this  time 
around  is  a  software  standard  called 
TAPI,  for  "telephony  applications  pro 
gramming  interface."  Jointly  devel- 
oped by  Microsoft,  Intel  and  several 
computer  and  telephone  equipment 
makers,  TAP]  promises  to  allow  cus- 
tomers to  turn  inexpensive  desktop 
computers  into  sophisticated  switch- 
boards and  call  processing  systems. 

Microsoft's  new  Windows  95  oper- 
ating system  can  handle  TAP!  com- 
mands. Software  firms  are  already 
rushing  to  take  advantage  of  this  pow- 
er, with  programs  that  let  a  $2,000 
computer  begin  to  act  like  a  sophisti- 
cated 525,000  call  processing  sys- 
tem— the  device  that  can  tell  callers 
"To  place  an  order,  type2"  and  so  on. 

As  with  mainframes,  so  with 
switchboards:  Software  is  only  half 
the  equation.  The  other  driying  force 
is  cheap  semiconductors.  Outfits  like 
Dialogic  Corp.  and  its  main  competi- 
tors, Natural  Microsystems,  Brook- 
trout  and  the  Rhetorex  subsidiary  of 
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Octel,  are  selling  add-on  circuit 
boards  that  bring  powerful  telephone 
switching  and  processing  powers  to  a 
high -end  personal  computer.  In  the 
future  it  is  likely  that  some  of  these 
same  hardware  features  will  come 
built-in  with  new  generations  of  mi- 
croprocessors from  Intel. 

The  notion  of  adding  circuitry  to  a 
general-purpose  computer  so  that  it 
behaves  like  a  dedicated  PBX  switch- 
board is  not  new — Dialogic  and  its 
competitors  have  been  circling  this 
business  for  years.  What  was  missing 
was  a  hardware  and  software  stan- 
dard, along  the  lines  of  the  IBM-com- 
patible PC  loaded  with  DOS,  that 
would  make  it  possible  for  customers 
to  mix  and  match  products  from  dif- 
ferent vendors. 

Enter  I  API.  With  it  customers  can 
combine  the  cheap  add-on  circuit 
boards  with  PC  software  to  get,  at 
minimal  expense,  nifty  features  that 
old  PBX  companies  or  the  newer  gen- 
eration of  voice-processing  firms  sell 
for  thousands  or  tens  of  thousands  of 
dollars. 

These  features  include  predictive 
dialers,  which  automate  junk  tele- 
phone calls,  and  systems  used  to  let 


people  find  out  their  bank  balances 
without  talking  to  a  human. 

Mediatrends,  a  Concord,  Mass. 
software  developer,  has  a  program 
designed  to  run  under  Windows  95 
that  can  do  all  of  these  things: 

■  using  "Caller  id,"  extract  a  caller's 
phone  number  to  determine  where 
the  call  will  be  routed  or  what  priority 
it  will  get; 

■  supply  a  yoice-synthesized  robot  to 
tell  callers  what's  happening  while 
they  are  on  hold; 

■  broadcast  a  single  message  (fax,  E- 
mail  or  yoke)  to  all  the  employees  at  a 
company. 

The  cost  of  Mediatrends'  softw  are 
for  a  system  handling  1 00  users  would 
run  $4,000.  Hardware  add-ons  for 
your  pc:  would  cost  $1,600. 

Against  this,  contrast  the  old  pro- 
prietary world  of  call  handlers.  Actiye 
Voice,  a  public  firm  selling  yoice  mail 
systems  since  1986,  has  a  yery  similar 
product  based  on  proprietary  soft- 
ware and  Dialogic  boards.  Its  price: 
$25,000  for  a  similar  system. 

As  telephone  hardware  becomes 
standardized  and  software  becomes 
portable,  prices  will  come  under  pres- 
sure. Network  software  vendor  No- 
vell Corp.  sells,  at  up  to  $27,000,  a 
package  that  handles  telephone  pro- 
cessing on  a  PC  network.  But  Micro- 
soft's comparable  TAPI  scheme  is  free 
in  Windows  95,  and  will  soon  be 
added  to  the  network  \ersion  of  Win- 
dows called  NT. 

Asserts  Charles  Fitzgerald,  Micro- 
soft's marketing  manager  for  com- 
puter telephony:  "The  personal  com- 
puter is  going  to  roll  oyer  and  crush 
the  telephony  world."  ■ 


Howard  Bubb, 
president  of  Dialogic 
The  past:  switchboards. 
The  future:  PC  boards. 


CorelDRAW  6  is  here!!! 

With  awesome  speed,  power  and 
accuracy  plus  hundreds  of  enhancements, 


CorelDRAW  6  -  Multiple  Document  Interface, 
increased  speed  and  power 


CorelDRAW  6 

reaches  a  new  level  of  graphics  productivity. 

CorelDRAW  6  offers  fully-featured  software  applications 

for  illustration,  photo-editing  and  bitmap  creation, 

business  and  multimedia  presentations 
and  3D  rendering.  Plus  nine  great 
utilities  and  incredible  libraries. 


Corel  PRESENTS  6  -  CorelMOVE. 
CorelCHART  and  CorelSHOW  integrated 
nto  one  professional  presentation  module 
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CorelDREAM  3D  6  ■  Powerful  3D  software 


Core/  PHOTO-PAINT  6  -  .'Aire 
speed,  unlimited  file  size  support 
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Call  for  the  location  of  the  Egghead  Software 
store  nearest  you  To  order  directty  from  our 
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COMPUTERS/COMMUNICATIONS 

We've  got  your  cat 


BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is  a 
strategist  with 
Amencom  Corp.  in 
San  Francisco.  His 
novel  Vertical  Run 
will  be  published  in 
August  by  Bantam. 


Warnkr  Bros,  was  holding  my  cat  hostage.  It 
wasn't  a  real  cat.  It  was  what  Hollywood  calls  "a 
property" — words  signifying  that  puss  and  I 
were  in  trouble. 

The  cat  is  a  character  in  a  thriller  I  wrote  in 
my  spare  time.  He  appears  on  exactly  one  page 
of  the  yarn.  But  I  plan  to  use  him  and  some 
equally  minor  characters  in  another  book  I  may 
someday  finish. 

When,  during  contract  negotiations,  I  inno- 
cently mentioned  my  intention  to  reuse  the  ani- 
mal, Warner  (which  bid  $400,000  for  the  film 
rights)  responded  with  the  posturing  that  only 
showbiz  lawyers  can  muster.  It  seems  that  if  I 
had  the  temerity  to  put  my  cat  in  a  later  book, 
then  that  book  would  be  legally  construed  as  a 
"•sequel,"  and  thus  a  property  in  which  Warner 
owned  a  contractual  interest  "in  perpetuity  and 
throughout  the  universe,"  among  other  things. 

To  which  I  replied,  "That's  silly."  What  I 
might  or  might  not  do  with  my  imaginary  cat 
was  my  own  business.  Warner  didn't  think  it 
silly.  Sternly  worded  letters  from  their  attorneys 
followed.  One  such  missive,  a  ransom  note  if  I 
ever  saw  one,  gave  me  precisely  two  weeks  to 
surrender  my  cat.  Or  else. 

"Gee,  guys,"  I  mused,  "if  we're  having 
these  kinds  of  problems  about  a  cat,  I  can't 
imagine  what  will  happen  when  we  get  around 
to  serious  stuff  like  computer  game  rights." 

An  ominous  silence  ensued.  Warner's  law- 
yers were  aghast.  By  daring  to  assert  ownership  of 
my  cat  and  the  right  to  have  it  incarnated  in 
software,  I  had  profaned  the  holiest  of 
Hollywood's  sacred  cows:  secondary  revenues. 

Secondary  revenues  are  Hollywood's  pri- 
mary concern.  Why?  Because  moviemakers 
don't  make  money  making  movies  anymore. 

Fifteen  years  ago  it  cost  $1 1  million  to  pro- 
duce the  average  movie,  and  about  80%  of  film- 
dom's  revenues  came  straight  from  the  box 
office.  These  days  $11  million  barely  makes  the 
down  payment  on  Arnold  Schwarzenegger's 
salary.  Unfortunately,  while  movie  expenses 
have  skyrocketed,  ticket  sales  have  been  flat  for 
decades.  The  result:  In  1994  movie  theater  rent- 
als accounted  for  only  about  18%  of  the  movie 
industry's  income. 

Where  did  the  other  82%  come  from?  Most- 
ly home  video,  cable  and  television.  And  some- 
times merchandising  and  licensing.  Megahits 
like  Jurassic  Park  can  sell  tons  of  dinosaur  dolls, 
comic  books,  lunch  boxes,  T  shirts — you 
name  it.  Computer  game  revenues  will  come  on 
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top  of  all  this.  In  such  a  world  my  fanciful  cat 
might  one  day  become  valuable. 

Hence  Hollywood's  omnivorous  lust  for 
rights.  Take  the  case  of  Tom  Clancy's  The  Hunt 
for  Red  October.  If  Paramount  had  not  locked 
up  the  sequel  rights  to  Clancy's  plucky  hero, 
Jack  Ryan,  Clancy  could  have  sold  his  sequels, 
Patriot  Games  and  Clear  and  Present  Danger, 
both  bigger  hits  than  Red  October,  to  another 
studio.  Paramount  can  make  as  many  Jack  Ryan 
movies  as  it  wants — "in  perpetuity  and 
throughout  the  universe" — whether  Clancy 
likes  it  or  not. 

Merchandise  rights  (in  perpetuity,  of 
course)  are  nearly  as  dear  to  Hollywood's  heart 
as  sequel  rights.  If  you  can  amortize  your 
advertising  costs  over  both  the  film  and  film 
tie-ins,  you  are  ahead  of  the  game.  You  are 
even  further  ahead  if  one  of  those  tie-ins  is  a 
videogame.  While  movie  spinoffs  don't  pro- 
duce the  $300-million-and-up  revenues  that 
blockbusters  like  Mortal  Kombat  generate, 
retailers  happily  make  shelf  space  for  movie- 
related  Nintendo  or  Sega  cartridges.  Kids 
just  can't  resist  them. 

Merchandise  and  licensing 
add  $5  billion  to  $6  billion  to 
film  industry  revenues  and 
are  immensely  profitable  for 
the  moviemakers. 


Most  studios  are  closemouthed  about  mer- 
chandising income.  Paul  Kagan  Associates'  best 
guess  is  that  merchandise  and  licensing  add  $5 
billion  to  $6  billion  to  film  revenues.  And  dis- 
proportionate profits — for  example,  in  1993 
Disney's  merchandising  business  was  about  50% 
more  profitable  (in  percentage  margin)  than 
its  movie  business. 

And  even  though  computer  software  is  a 
trivial  slice  of  the  pie,  movie  executives  believe 
that  someday  it  could  be  a  lot  more. 

It  is  for  this  reason  that  the  Gucci  gang 
threw  a  tantrum  when  I  asked  to  retain  soft- 
w  are  rights  to  my  book.  Those  rights,  if 
properly  exploited  by  Time  Warner's  money- 
losing  software  company  or  licensed  to  a 
game  developer,  might  earn  back  a  sum  greater 
than  the  money  Warner  paid  for  the  movie 
rights  to  the  book. 

Seven  months  of  tedious  negotiations  fol- 
lowed. Because  show  business  lawyers  are  much 
like  other  lawyers,  only  more  so,  these  negoti- 
ations made  Warner's  money,  if  not  the  hardest 
I  ever  earned,  at  least  the  most  irksome. 

Did  I  keep  the  software  rights?  Of  course 
not.  I  never  expected  to.  But  I  did  get  what  I 
wanted — I  got  to  keep  my  cat.  H 
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1  hanks  to 
Sprint  Business, 
we  can  fax  carpets 
between  the  Carolinas 
and  the  Himalayas.' 

-  Sandra  Lemke,  V.P.  of  Finance 
Michaelian  &  Kohlberg,  Inc. 


"When  we  couldn't  send  faxes,  we  couldn't  sell  carpets." 

Fine  carpet  importers,  Michaelian  &  Kohlberg,  ran  into  so  many  snags 

faxing  orders  to  remote  areas,  they  sometimes  lost  weeks  on  the  delivery 

process.  And  they  were  often  billed  for  re-dials  and  disconnects. 

"We  needed  an  international  fax  system  without  any  weak  links." 

The  Sprint  network  gave  Michaelian  &  Kohlberg  dependable  faxing  services 

to  suppliers  and  partners  in  over  290  countries  and  locations. 

"We're  keeping  both  our  suppliers  and  our  customers  satisfied. 

Today,  M&K  is  tracking  orders,  improving  cash  flow  and  finalizing 

sales  in  minutes.  Which  is  why  their  carpets  are  flying 

across  the  globe  almost  as  fast  as  their  faxes.  Call  us. 

We'll  help  your  business  do  more  business,  too. 


Sprint 

Business 


1-800-  319-  GLOBE 


REAL  BUSINESS 

Michaelian  &  Kohlberg, 
carpet  importers 


REAL  PROBLEM 

Unreliable  faxing  to 
remote  areas 


REAL  SOLUTION 

Dependable  faxing  to  290 
countries  and  locations 


REAL  RESULTS 

Sales  closed  in  minutes 
instead  of  weeks 
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Wired  software 


BY  PETER  HUBER 


Peter  Huber 
(72643.221  l@com- 
puserve.com  or  http:  // 
khht.com/huber/home. 
html),  a  senior  fellow  of 
the  Manhattan  Institute, 
is  the  author  of  Orwell's 
Revenge. 


While  antitrust  lawyers  congregate  around 
Microsoft,  Intuit  gets  wired.  Intuit,  which 
Microsoft  tried  to  acquire  some  months  back, 
recently  announced  it  will  provide  automated 
modem  links  between  Quicken,  the  leading 
checkbook  program,  and  19  large  banks, 
credit  card  companies  and  brokerage  firms. 

A  new  market  is  being  born,  one  in  which 
software  comes  with  communications  features 
attached.  Call  it  wired  software. 

It  isn't  really  new,  just  a  lot  better.  Using 
an  800  line  and  a  mail  truck,  you  always 
could  communicate  with  the  vendor  of  your 
software  to  buy  an  upgrade  or  get  help 
making  the  program  run  on  your  balky  PC. 
In  Quicken's  case,  the  important  communi- 
cation line  is  to  your  bank.  At  present,  you 
wait  for  your  bank  statement  in  the  mail, 
then  type  in  the  data. 

But  why  wait  for  the  mailman?  Within  a 
few  years  every  serious  piece  of  software  will 
have  electronic  communications  built  in — and 
a  dedicated  server  of  some  sort  waiting  at  the 
other  end  of  the  wire. 

It  will  be  as  if  your  Buick  drove  itself 
back  to  the  GM  dealer  for  service. 


Each  main  program  on  your  system  will  go 
on  line  periodically  to  upgrade  the  software 
itself  or  download  new  data.  It  will  be  as  if 
your  Buick  drove  itself  back  to  the  GM  dealer 
for  service  on  schedule.  Unplug  your  modem 
if  you  prefer,  but  the  rest  of  us  will  be  willing 
to  trust  the  machine  with  the  keys  to  the 
electronic  car.  It  all  comes  down  to  letting 
your  software  do  the  dialing,  and  much  of  the 
talking,  too. 

The  antitrust  police  don't  grasp  this  at  all. 
They  think  Microsoft  is  trying  to  attack  the 
old  market  of  electronic  publishing,  the  news- 
paper on  the  screen.  But  the  company  is  in 
fact  pursuing  the  future  of  software  itself. 
Electronic  publishing  links  your  teenager  to 
the  outside  world  of  encyclopedias  and 
pornographers.  Wired  software  links  your 
software  itself  to  code  and  data. 

Viewed  in  that  light,  the  Department  of 
Justice's  bumbling,  noisy  pursuit  of  Microsoft 
is  ridiculous.  It  is  as  if  a  platoon  of  lawyers 
leapt  into  action  because  Microsoft  had  set  up 
an  800  number  for  customer  support,  or 


contracted  with  UPS  to  deliver  disks,  or  trans- 
mitted canned  faxes  in  response  to  requests 
painstakingly  pecked  out  on  a  telephone  set's 
keypad.  Microsoft's  grand  scheme  to  monop- 
olize consists  of  inviting  its  customers  to 
communicate  with  it  by  keyboard  and 
modem,  the  media  used  by  productive  soci- 
ety, rather  than  telephone  and  fax,  the  media 
of  lawyers. 

Sure,  those  same  customers  may  use  their 
Microsoft  link  to  get  other  services,  too, 
including  everything  on  the  Internet.  Any 
competent  marketer  of  any  service  always  tries 
to  add  something  extra,  especially  when  it  can 
be  added  cheap.  But  Bill  Gates  writes  soft- 
ware, not  newspapers.  He  has  correctly  recog- 
nized that  competition  in  software,  or  any 
other  market  for  that  matter,  requires  the  best 
possible  communication  with  customers. 
Every  other  vendor  of  network  software, 
spreadsheets,  databases,  word  processors  or 
checkbook  programs  can  build  a  non- 
Microsoft  communications  link  into  its  soft- 
ware, in  collaboration  with  CompuServe, 
Prodigy,  banks  or  its  own  in-house  service 
operators.  Within  a  few  years  all  of  them  will. 
Gates  can  lead  or,  if  the  lawyers  force  him  to, 
he  can  follow.  He  can't  stay  out  of  the  game. 

My  late-July  guess  is  that  by  the  time  this 
column  appears  in  print,  Justice  will  have 
decided  to  sue.  If  Microsoft  decides  to  fight, 
it  will  eventually  win.  But  when  they  pile  on 
in  sufficient  numbers,  and  at  taxpayer 
expense,  government  lawyers  can  cost  you  the 
wealth  of  Croesus  before  you  repel  them. 
Eventually  isn't  good  enough. 

So  Microsoft  won't  fight.  It  will  promise  to 
build  into  Windows  "equal  access"  to  other 
on-line  services,  much  as  Windows  operates 
evenhandedly  with  lots  of  different  printers 
and  video  monitors.  Every  other  player,  from 
Intuit  on  out,  will  remain  free  to  wire  its  soft- 
ware as  it  sees  fit.  Justice  won  this  kind  of 
"equal  access"  (to  local  phone  networks)   on 
behalf  of  mci  and  Sprint  a  decade  ago.  It  has 
been  enamored  with  "equal  access"  ever 
since,  and  is  constantly  trying  to  insert  access 
capabilities  in  places  where  they  don't  belong 
at  all.  Justice  and  Microsoft  will  sign  a  con- 
sent decree  along  these  lines,  and  Justice  will 
claim  to  have  won  a  great — though  in  fact 
completely  useless — victory  for  consumers. 

Maybe  I'm  wrong.  Maybe  Justice  will  have 
the  wisdom  and  courage  to  do  nothing. 
Maybe  it  will  grasp,  at  the  very  end,  that  com- 
panies like  Quicken  and  Microsoft  are  building 
an  entirely  new  market,  not  attacking  an  old 
one.  I  hope  so.  The  thought  that  America's 
leading  creators  of  software  will  be  endlessly 
harried  in  this  pathbreaking  new  arena  is  too 
depressing  to  contemplate.  •■ 
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Yo 


ou  cou 


Id 


run 


IT 

I  ou  could  make  rubber  band  balls  for  instance. 
Or  little  paper  clip  figurines.  'But  why  on  earth  would  you 
want  to  spend  more  time  getting  less  done  at  work?  'T&ell, 
the  answer  is  you  probably  wouldn't.  7\^>  one  would.  A's 
ust  that  some  people  may  not  know  that  you  can  run 
Windows  NT™  applications  up  to  three  times  faster 
with  a  MIPS™  RISC-based  system?  Or  that  you  can  also 
use  MIPS  RISC  with  UNIX.  (^And  that  according  to  the 
TPC-C  benchmarks,  the  top  three  OLTP  systems  use 
MIPS  RISC.  On  the  other  hand,  it  may  be  that  these 
people  do  know  about  all  these  things,  and  have  just  had 
trouble  convincing  other  people.   <jo  if  you  find 
yourself  in  this  position,  and  you  think  it 
might  help,  you  could  always  tell  them  that  you  chose 
MIPS  RISC  because  of  its  exceptional 
price /performance 
advantages.  Yon  might 


Windows  NT  without 

M  I P  S  5  but  there  are  more 


imaginative  ways 


of  wasting  time. 


also  tell  them  that  you 
chose  MIPS  RISC  because 

nearly  a  hundred 
companies  have  adopted 
its  architecture  and  it's  the 

number  one  RISC-based 

general  purpose  processor 

in  production  today.  That  usually 
works.  'But  if  not  —  if  after  all  that,  they 
still  seem  unsure  -  just  remember  that  you 
still  have  your  imagination.  (_/fnd  there  will 
always  be  plenty  of  office  supplies. 


MB 


"Compared  to  a  PentiurrT-processor-based  system 
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Veuve  la  France! 

"There  was  everything 
to  be  done,"  says  Mireille 
Guiliano  of  the  challenge 
handed  her  1 1  years  ago  by 
French  luxury  goods  pur- 
veyor lvmh.  Her  mission: 
Sell  Veuve  Clicquot 
champagne  to  the  Ameri- 
cans, who  consume  a 
mere  12  million  bottles  of 
bubbly  a  year.  Worse  still, 
the  brand's  U.S.  market 
share  was  nonexistent. 

Since  then,  Guiliano, 
49,  who  worked  in  public 
relations  on  the  cham- 
pagne industry  association 
account,  has  uncorked 
the  brand  here  as  president 
of  Clicquot,  Inc. 

Playing  off  the  label's 
history  (a  young  Madame 
Clicquot  took  over  her 


Write  on 


husband's  tiny  spirits  busi- 
ness when  he  died  in 
1806),  Guiliano  began 
holding  lunches  around 
the  U.S.  for  women  execu- 
tives— to  push  cham- 
pagne drinking  and  to  in- 
crease restaurant  distri- 
bution of  the  label. 

Guiliano  even  became 
the  voice  of  Clicquot,  writ- 
ing and  performing — in 
her  hea\y  French  accent — 
the  brand's  national  radio 
ads.  Result?  Veuve  Clic- 
quot has  10%  of  the  U.S. 
market,  earning  8%  pretax 
on  $32  million  in  reve- 
nues. Now,  Guiliano  is 
looking  to  import  and 
market  wine,  too.  Since 
1988  she's  signed  on  six 
wineries  in  California, 
France,  New  Zealand  and 
Australia. 


Lexicus  leader 
Ronjon  Nag 
The  writing's 
on  the  screen. 


"I'VE  always  chosen  the 
glamorous  area  in  a  field," 
says  Ronjon  Nag,  En- 
glish-born head  of  Motor- 
ola's Lexicus  division, 
where  he's  developing  cur- 
sive handwriting  recogni- 
tion software. 

After  earning  a  Ph.D. 
from  Cambridge  Universi- 
ty in  1988  and  an  M.B.A. 
from  MIT  in  1991,  Nag,  33, 
spent  $600  to  start  Palo 
Alto,  Calif-based  Lexicus. 
With  a  working  proto- 
type, he  sold  out  to  Motor- 
ola in  1993  for  an  esti- 
mated $7  million  cash  to 
give  his  product  a  major 
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distribution  channel. 

The  software  could  be 
a  boon  to  small  devices  like 
pagers  and  to  people  who 
can't  type;  it's  now  used  in 
Motorola's  Envoy — a 
handheld  wireless  comput- 
er— for  E-mail  and  by 
medical,  insurance  and  util- 
ity companies  for  forms. 

But  the  real  money  is  in 
China  and  Japan,  where  the 
symbol-laden  languages 
make  computer  keyboards 
unwieldy.  Within  the 
next  year  Nag  will  intro- 
duce his  software  there, 
licensing  it  to  computer 
makers.  HE 


Mireille  Guiliano,  president  of  Clicquot,  Inc. 
The  toast  of  the  U.S.  champagne  business. 


Family  entertainer 

Anyone  remember  the 
Osmonds?  Those  nine  che- 
rubic kids  who  seemed  to 
show  up  everywhere  on 
television  in  the  1960s 
and  1970s?  Jimmy,  32,  has 
become  the  businessman 
of  the  family. 


Jimmy  Osmond, 
the  business  sibling 
Bringing  family 
entertainment  to  Branson. 


The  youngest  Osmond 
is  developing  Branson 
Meadows,  a  340-acre  re- 
sort park  in  country  music 
mecca  Branson,  Mo.  With 
2,400  hotel  rooms,  3  the- 
aters, a  sports  complex  and 
a  Knott's  Berry  Farm  amuse- 
ment park,  the  $450  mil- 
lion project  could  attract  6 
million  visitors  annually. 
An  oudet  mall  opens  next 
month,  the  rest  over  the 
next  several  years. 

All  the  more  ticket 
buyers  for  the  1,300-seat 
Osmond  Family  Theater 
that  Jimmy  bought  in  1992 
to  showcase  his  siblings' 
country  music  act,  the  Os- 
mond Brothers. 
»  This  summer  Jimmy 
arranged  a  promotion  with 
Colgate-Palmolive, 
which  placed  toothpaste 
samples  and  coupons  in 
Branson  hotel  rooms  at- 
tached to  a  pop-up  photo 
of  the  grinning  Osmond 
Brothers.  "I've  always 
been  the  crazy  guy  who's 
brought  neat  things  to 
the  table,"  says  Osmond. 
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The  Choice. 


82%  of 

Forbes  Magazine's 
Top  U.S. -based 
Multinational 
Companies  rely  on 
The  Corporate  Card 
Program  from 
American  Express. 


The  Reason. 


The  top  U.S.  multinationals  know  the  true  meaning  of  global  management.  And  when 
it  comes  to  managing  business  travel  expenses  at  home  and  abroad,  82%  rely  on 
the  Corporate  Card  Program  from  American  Express.  With  over  20  years  of  experience, 
we  help  companies  consolidate  and  manage  all  aspects  of  their  T&E  worldwide.  And  our 
integrated  global  servicing  network  assists  employees  wherever  business  takes  them.  For 
companies  around  the  world,  we're  a  recognized  global  partner. 

To  learn  more  about  how  the  American  Express"  Corporate  Card  Program  can  provide  solutions  to  your 
company's  global  travel  and  expense  management  needs,  call  1-800-500-7200. 

Sources  The  top  100  U  S -based  multinational  companies  as  listed  by  forces  Magazine.  July  17.  1995  Percentage  based  on  American  Express 
information  as  of  1/1/95 

©  1995  American  Express  Travel  Related  Services  Company,  Inc 
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The  last  decade  has  seen  massive  growth  and  investment  in 
the  emerging  markets.   But  what  flows  in,  can  flow  out... 

How  Durable  is 
the  Boom? 


Daniel  Adams  laughs  at 
the  memory.  "In  1987 
we  were  setting  up  a 
lew  fund  that  would  invest 
round  the  world,  and  were 
rying  to  work  out  what  to 
all  it,  global  investment 
und,  developing  country 
rust.  Finally  Antoine  van 
gtmael,  our  deputy  director 
f  capital  markets,  came  up 
rith  the  name  Emerging 
larkets  Growth  Fund,  the  first  time  that  the  name 
Emerging  markets'  was  marketed.  We  had  a  hard  time, 
ould  not  even  reach  the  threshold  of  $50  million  and 
ad  to  go  back  to  the  board  for  an  extra  couple  of 
'lillion.  Today  that  fund  has  net  asset  value  of  a  couple 
f  billion  dollars." 

The  last  decade  has  seen  truly  explosive  growth  of 
eveloping  countries  or  emerging  markets.  The  end  of 
le  Cold  War  brought  radical  change  with  the 
isintegration  of  the  Soviet  Union  and  discrediting  of 
regulated  and  regimented  economic  system, 
eregulation,  liberalization,  privatization  became  the 
uzzwords,  the  friendly  phrases  of  the  new  world 
zonomic  order  -  but  posing  a  plethora  of  challenges  to 
le  established  system  both  for  industrialized  and 
eveloping  countries. 

In  terms  of  the  "real"  economy  of  goods  and 
rvices,  new  economic  powers  emerged.  Tiny  places 
te  Hong  Kong  and  Singapore  grew  to  be  superstars  on 
ie  world  economic  map,  richer  per  person  than  most 
the  West.  Bigger  countries  like  Mexico  and  South 
fjrea  joined  the  rich  nations'  club  and  some  are 
"oducing  quality  electronics,  steel  and  ships  that  have 
dustrial  countries  like  Japan  worried. 

There  have  also  been  momentous  changes  in 
ternational  capital  flows.  Money  moving  into 
veloping  countries  is  now  touching  $200  billion  a 
ar,  and  that  excludes  places  like  Hong  Kong  and 
gapore  which  are  reckoned  to  have  "emerged,"  no 
ger  emerging,  markets.  Adams,  vice  president  of  the 
ternational  Finance  Corporation    (IFC,  the  World 


Buenos  Aires  Stock  Exchange.  Of  the  20  best  performing 
equity  markets  in  the  world,  19  were  emerging  stock  markets, 
according  to  the  1995  IFC  Emerging  Stock  Market  Fact  Book. 


Written    ll\ 
KEVIN    RAFFERTY 


Bank  group's  arm  specifically 
charged  with  promoting 
private  enterprise)  points 
to  the  "sea-change"  that  has 
accompanied  this  globalization 
of  markets. 

"In  the  mid  1980s  we  had  a 
development  paradigm  with 
the  government  heavily 
involved  in  fixing  interest 
rates  and  directing  credit, 
and  there  was  usually  a  state- 
owned  development  bank  that  borrowed  from  the 
World  Bank  for  directed  credit  programs.  The  private 
sector  was  subject  to  interest  and  credit  controls,  and 
was  strictly  segmented,  with  commercial  banks  allowed 
to  do  this,  insurance  companies  to  do  that,  and  foreign 
ownership  was  greatly  limited." 

The  rapid  economic  growth  of  selected  developing 
countries  began  to  attract  the  interest  -  and  the  capital  - 
of  big  institutions  from  the  old  industrialized  countries, 
especially  as  it  stood  in  stark  contrast  to  the  mature 
much  slower  progress  in  their  own  economies.  One 
indicator  is  the  size  of  the  capital  flows.  The  World  Bank 
and  other  international  financial  institutions  are  still  big 
players  but  they  are  no  longer  dominant,  and  official  aid 
is  now  dwarfed  by  three  to  one  by  private  capital.  Most 
economists  say  the  disparity  will  grow,  not  diminish,  as 
official  aid  is  crimped  by  budget  cuts  and  even  the 
World  Bank  has  to  fight  for  money. 

Another  important  indicator  of  the  vibrancy  of 
emerging  markets  is  the  explosion  of  country  funds 
pioneered  by  IFC  in  1985  with  its  Korea  Fund.  Adams 
calculates  that  there  are  now  "some  450  to  500" 
emerging  markets  funds  holding  up  to  $50  billion 
in  combined  assets. 

Such  rapid  growth  especially  in  financial  flows 
naturally  poses  important  questions.  What  flows  in  can 
always  flow  out  again,  and  indeed  floods  of  foreign 
money  can  swamp  and  be  harmful 
to  any  country's  economy.  The 
Mexican  crash  last  year  triggered 
fears  that  there  would  be  a  mass 
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Puts  Forward 


a  Vision 


Id  Bank 
does  is  not  just  what  any 
old  bank  does.  What  it 
does  is  to  affect  the  lives 
of  hundreds  of  millions 
of  people  and  to  affect 
them  in  a  positive  way.  I 
ask  you  to  think  critically 
about  what  we're  doing. 
But  I  ask  you  to  pitch 
your  thinking  about  the 
Bank  as  not  just  another 
bureaucratic  institution 
but  as  an  institution  to 
which  I  have  come  with 
a  dream...  There  is  an 
issue  in  the  world  of 
social  justice  and  the 
eradication  of  poverty, 
there  are  issues  in  the 
world  of  the 
environment,  of 
education,  and  of  health. 
And  they  are  very  real 
issues...  But  I  am 
approaching  them  not 
as  a  wide-eyed  do-gooder 
but  as  someone  who  is 
a  pragmatist." 

-James  D.  Wolfensohn 

President,  The  World  Bank 


withdrawal  of  funds  from  all  emerging 
markets.  But  it  took  only  weeks  for 
the  fears  to  subside.  Investors 
recognized  that  Mexico  was  a  special 
case.  Indeed,  says  John  Shilling, 
World  Bank  adviser  to  East  Asia  and 
the  Pacific,  in  rapidly  growing  Asia, 
"The  so-called  tequila  effect  was 
relatively  brief,  probably  prompting  a 
blip  in  sales  of  aspirin  and  whiskey. 
Some  Asian  countries  were  secretly 
relieved  as  they  had  more  capital 
flowing  in  than  they  could  use  or 


countries,  in  Latin  Americ 
particularly,  which  are  improving  thei 
macro-economic  policies  and  puttini 
new  emphasis  on  the  private  sector. 
At  the  same  time,  big  institutiona 
investors  in  the  West  have  begun  t< 
look  abroad  for  greater  opportunitie 
as  yields  at  home  have  declinet 
thanks  to  slower  economic  growtl 
and  declining  interest  rates. 

"Most  institutional  investors  ar 
still  holding  far  less  of  their  portfolio 
in  developing  markets  than  stead 


"Most  economists  and  World  Bank  executives  are 

confident  that  the  opportunities  in  the  emerging 

markets  will  continue  to  boom  " 


manage,  and  they  were  leading  to 
asset  inflation  and  increasing  reserves. 
The  important  thing  is  that  direct 
investment  flows  do  not  seem  to  have 
abated." 

Most  economists  and  World  Bank 
executives  are  confident  that  the 
opportunities  in  the  emerging 
markets  will  continue  to  boom.  Jean- 
Francois  Rischard,  World  Bank  vice 
president  for  finance  and  private 
sector  development,  points  out  that,  in 
terms  of  exchange  rates,  developing 
countries  account  for  25  percent  of 
total  global  output.  But  converted 
according  to  the  admittedly 
controversial  purchasing  power  parity, 
their  share  is  between  40  and  45 
percent.  More  important  is  the 
disparity  in  growth  rates,  with 
developing  countries  growing  at  2  or  3 
percent  per  capital  faster  than  the 
indusuial  countries. 

"About  two-thirds  of  the  world's 
growth  will  come  from  developing 
countries  and  transition  counuies" 
(of  Eastern  and  Central  Europe  and 
the  former  Soviet  Union),  says 
Rischard,  "something  that  will  not  be 
reversed  since  it  is  based  on 
irreversible  espousal  of  market- 
friendly  forces.  These  days  we  don't 
have  to  go  around  preaching  reform 
any  more:  countries  are  convinced; 
they  come  to  us  asking  how  to  think 
through  the  processes." 

Masood  Ahmed,  director  of 
the  World  Bank's  international 
economics  department,  points  to 
some  of  the  important  reasons: 
"There  has  been  a  remarkable 
turnaround  in  the  economic  policies 
of  a   whole    range    of  developing 


state  analysis  would  suggest  the' 
should,"  says  Ahmed,  predictin 
continued  flows  of  money  to  emergin 
markets.  Big  pension  funds,  he  an> 
Richard  Frank,  a  Bank  managin 
director,  note,  have  paltry  amounts  c 
between  1  and  3  percent  invested  i: 
emerging  markets  and  will  face  bot 
demand  and  supply  side  pressures  ti 
expand  their  portfolios  in  thos" 
markets.  The  pace  of  reforms  and  thl 
openness  of  economies  to  foreig 
capital  is  going  to  increase,  hr 
believes,  while  on  the  other  sidd 
remorselessly  aging  populations  in  th 
industrialized  world  will  deman 
better  returns  to  support  highc 
pensions  in  longer  retirement  lives. 

It  all  seems  a  picture  c 
blooming  roses,  so  perhaps  there 
no  room  either  for  aid  or  the  Worl 
Bank?  Far  from  it.  Economi:i 
Ahmed  points  out  that  "about 
dozen  countries  account  for  almo 
90  percent  of  the  capital  flowin 
into  developing  countries."  H 
draws  the  optimistic  conclusion  thii 
there  is  a  continuing  explosio 
waiting  to  happen  as  new  countri( 
embrace  the  potential  miracle  ( 
open  liberalized  economies. 

But  it  is  also  possible  to  b 
pessimistic  and  see  that  th 
laggardly  countries  are  those  wit 
large  populations  and  fragil 
economies  and  to  ask  if  liberalizin 
and  opening  their  economies  may ; 
best  be  a  latter-day  neocolonialisi 
and  at  worst  destroy  them.  Som 
reformers  in  the  World  Bank  poii 
to  the  fact  that  Margaret  Thatcher 
pro-market  reforms  in  the  U 
left  an  underclass  of  unemployei 
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Billion  $$  Successes 
for  Guarantee  Group 


beat  the  enthusiasm  of  the  15  professionals  in  the 
oject  finance  group  dealing  with  guarantees.    "We  are 
people  who  are  the  future  of  the  World  Bank,"  a^ 
ida  Mazhar.    "We  are  the  catalyst  for  tapping  huge 

i  capital  flows,  bill  ions  of  dollars.  We  ar  < 
political  risk  factor  that  the  banks  cannot  handle." 
Mazhar  is  speaking  from  experi<  e   before 

ling  the  Bank  three  years  ago  she  was  a  banker,  in 
an  advantage  over  colleagues  who  have  spent  a 
fetime  as  professional  World  Bankers.     So  was  her 
illeague  Kyoichi  Shimazaki,  who  was  with  Long-Term 
Rank  of  Japan.  He  adds:  "Guarantees  offer  the 
i  instrument  so  that  the  bank  can  survhi  mil 
mebody  has  to  mobilize  the 
s   and   direct   them   to 
eloping  countries." 
Some  World  Bank  officials  say  thai 
fought  to  convince  their  own  bosses 
the  guarantee.    "The  way  to  make  a  reputation  in  this 
till  to  be  the  progenitor  of  a  project    loi 
restructure  or  social  developm< 
ecutive  who  is  not  a  member  of  id 

rial  advisory  services  division  to  which  Mazhar  and 
her  colleagues  belong.   "That's  seen  as  sexier  than  i 
rer  a  guarantee." 

Mazhar  and  colleagues  believe  that  thi  it  ions 

the  way  of  the  future  because  of  the  vast  sums  that 
ey  can  help  mobilize.  Mazhar  points  to  the  $24  n  <■■ 

al  risk  guarantee  for  the  Hub  pov  it  in 

akistan,  which  will  mobilize  a  massive  $1.8  billion  in 
funds  for  much  needed  power  supplies.   Th« 
scheme  also  wins  approval  from  private  eni 
Gordon  Wu,  managing  director  of  Hopewell  Holi 
which  is  heavily  involved  in  inlr.i  eels  in 

developing  countries  like  Chn  les  and 

Pakistan.    "Guarantee  from  a  multilateral  development 
institution  allows  private  investors  to  do  what  they  know 
best  -  take  the  commercial  risk  -  while  the  multil 
removes  the  political  risk,"  Wu  says. 

Wu  explains:   "A  multilateral  seeks  re  a 
from  a  country  that  it  will  not  nationalize  or 
foreign  projects.   The  multilateral  agem  narkets 

the  government's  guarantee  to  foreign  it  in  the 

form  of  a  sovereignty  risk  insurance  poll  .  lopers 

y   an   insurance   premium   and,   in  if   the 

«t   government   fails   to   meet   its   obligations   and 
ales,  the  multilateral  agency  would  i  liat  the 

government  paid  the  developer  the  agreed  bu 
termination  amount" 

The  particular  advantage  of  using  the  World  Bank  as 
intermediary  is  that  any  developing  country  would  hi 
to  renege  on  the  contract  and  risk  losing  the  powerful 
blessing  of  the  World  Bank.  Managing  director  Frank  ako 
points  out  that  the  Bank's  involvement  can  help  smooth 
the  negotiations  and  be  an  important  catalyst  for 
-Raj] 


homeless  people,  "and  you  don't  have  to  go  far  from 
the  World  Bank  headquarters  in  Washington  to  see 
that  the  market  offers  little  for  those  who  are  left 
out,"  commented  one  middle  manager  who  urges 
that  "reforms  must  be  tempered  with  compassion  and 
a  need  to  give  those  on  the  margin  a  stake." 

Indeed,  in  parts  of  Asia  there  has  been  a  reaction  I 
against  liberalization  with  claims  that  the  miracles  of  J 
Japan  and  South  Korea  followed  principles! 
diametrically  opposite  from  those  advocated  by  heel 
marketeers.  Those  countries  grew  through  careful 
government  planning  with  their  doors  closed  to 
foreign  investment. 

There  are  several  answers,  none  completely! 
satisfactory.  Today,  Japan's  economic  planning! 
machine  looks  less  than  omnipotent  as  it  slithers! 
along  with  nearly  no  growth.  Some  economists  claim! 
that  both  Japan's  and  Korea's  miracles  used  high 


Gordon  Wu's  superhighway,  China's  first,  cuts  the  journey  tin 
between  Hong  Kong  and  Guangzhou.  Ultimately  the  superhighway\ 
is  slated  to  go  all  the  way  to  Beijing. 

savings  rates  and  educated  workers  and  applied 
market  principles  of  intense  domestic  rivalry  and 
fierce  export  competitiveness.  The  blunt  brutal  truthll 
for  today's  developing  countries  is  that  few  have  the 
luxuries  that  East  Asia  had,  certainly  not  of  access  to 
freeflowing  aid. 

Rischard  says  that  about  half  of  the  80  developing 
countries  need  growth  rates  of  7  to  8  percent  a  year  il 
they  are  to  avoid  "explosions  in  unemployment  rates 
and  serious  political  and  social  tensions,  and  there  id 
just  no  way  to  get  7  or  8  percent  out  of  a  strategy  that 
is  state-led."  In  Africa,  he  says,  state  enterprises  "lost 
roughly  8  or  9  percent  of  gross  domestic  product  each 
year.  Not  only  do  they  crowd  out  the  financial  markets 
but  they  offer  low-level  services,  are  frequently! 
monopolies  that  raise  transaction  costs  by  10  to  IE 
percent  and  20  to  30  percent  in  Africa." 

All  this  means  that  there  is  still  plenty  of  work  lot 
the  World  Bank  and  the  IFC  to  do,  providing  loan; 
for  vital  social  sector  developments  to  underpin 
reforms,  giving  policy  advice  encouraging  the  reforrr 
process,  assisting  financial  sector  reforms  and  helping 
to  create  institutions,  acting  as  catalyst  for  foicigr 
private  investment.  But  Rischard  asserts,  "Foreign 
direct  investors  are  a  developing  country's  greatesi 
friends:  helping  it  to  learn  new  skills,  learning,  agility 
and  networking  worldwide.  The  three  greatest  skillil 
in  this  rapidly  changing  world." 
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The  strength  of  Banco  do  Brasil's  presence  in  foreign  markets  remains  unmatched  by 
another  Latin  American  financial  institution.  Through  its  international  network  com- 
prised of  45  outlets  strategically  located  worldwide,  the  Bank  stands  as  the  true  expert 
in  Brazil.  Thus,  it  surely  knows  that  Brazil  is  one  of  the  greatest  emerging  markets  to 
invest  in.  In  order  to  give  you  the  chance  to  reach  this  market,  Banco  do  Brasil  offers  you 
the  products  and  services  of  its  newest  subsidiary  -  BB  Securities:  Capital  Markets 
Operations,  Asset  Trading,  Portfolio  Management,  Financial  Advice  and  Research.  Come 
to  Banco  do  Brasil,  the  perfect  entity  to  do  business  with. 
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Banco  do  Brasil.  34  King  Street.  London  ECV2  -  8  ES  -  P.O.  Box  131.  Phone  (44-71)  606-7101.  Fax(44-71)  606-2877. 
BB  Securities.  10,  Aldersgate  Street.  London  EGA  411.  Phone  (44-71)  216-4200.  Fax  (44-71)  216-4206. 
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130  Buy  a  family,  not  a  fund. 
Confronted  by  a  blizzard  of  funds, 
you  would  do  well  to  put  the  choice 
aside  for  a  moment  and  think 
about  the  big  picture:  What  organi- 
zation should  have  your  money? 
By  Jason  Zweig 

132  The  Honor  Roll 
The  hot  market  will  not  last  forev- 
er. Here's  one  way  to  limit  your 
exposure  to  the  next  bear  market. 

By  Stephen  S.  Johnson 

134  Best  Buys 

Our  exclusive  list  of  funds  that  not 
only  perform  well  but  don't  over- 
charge you  for  the  privilege. 

135  Taxable  bond  funds 

136  Municipal  bond  funds 
138  U.S.  equity  funds 

140  International  stock  funds 

142  Capital  Research's  American 
Funds  family:  It  rarely  hits  the  top 
of  the  charts;  its  managers  never 
make  the  cover  of  Money  magazine. 
But  in  its  quiet  way  Capital 
Research  does  very  well  by  its 
funds  investors. 
By  Mary  Beth  Graver  and  Jason  Zweig 

Illustrations  by  John  Margeson 
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152  Fidelity  Investments:  This 
powerhouse  combines  the  selection 
of  a  huge  department  store  with 
the  superior  quality  of  a  boutique. 

By  Jason  Zweig 

156  T.  Rowe  Price,  globe-trotter: 
If  you  want  to  invest  abroad, 
Baltimore  is  a  good  place  to  do  it. 

By  Mary  Beth  Graver 

160  Charles  Schwab,  matchmak- 
er: If  you  own  funds  from  a  medley 
of  sponsors,  you  will  get  buried  in 
paperwork.  A  cure  for  this  problem 
is  Schwab  OneSource. 
By  Mary  Beth  Graver 

164  Vanguard,  penny-pincher:  A 
low-cost  fund  from  Vanguard  is  a 
smart  buy  for  the  investor  with  no 
illusions  about  beating  the  market. 

By  Jason  Zweig 

168  Salomon  Brothers  Opportu- 
nity Fund.  Irving  Brilliant  isn't 
eager  to  advertise  his  fund's  rec- 
ord. He's  afraid  it  might  create 
a  problem  by  bringing  in  the 
wrong  kind  of  investor. 
By  Mary  Beth  Graver 

170  Double-tax-free  muni  funds. 
Should  you  buy  one?  Unless  you  live 
in  California,  Massachusetts  or 
New  York,  almost  certainly  not. 
Here's  the  formula  that  will  tell 
you  whether  your  tax  benefit  is 
greater  than  your  excess  expenses. 
By  Jason  Zweig 

172  How  many  funds  should  you 
own?  Don't  clog  your  portfolio  with 
too  many  funds.  We  make  the  case 
that  six  is  a  good  number. 

By  Jason  Zweig 

Tables  Rating  1,801  Funds: 
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180  Stock  funds 
206  Balanced  funds 
212  Global  stock  funds 
216  Foreign  stock  funds 
222  Taxable  bond  funds 
230  Municipal  bond  funds 
253  Junk  bond  funds 
256  Global  bond  funds 

258  Taxable  money  funds 

259  Tax-free  money  funds 

260  Fund  distributors 
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Confronted  with  over  6,000  different  funds  competing 
for  your  attention,  you  might  do  well  to  start  by  deciding 
what  fund  families  are  right  for  you.  Only  then  should 
you  narrow  your  focus  to  individual  portfolios. 

Pick  a  family, 
not  a  fund 


By  Jason  Zvveig 

Years  back,  it  made  sense  to  mix  and 
match  mutual  funds  from  different 
sponsors  to  build  a  portfolio.  A  de- 
cade ago  Fidelity  had  no  Ginnie  Mae 
fund,  no  insured  municipal  bond 
fund  and  only  one  international  fund. 
Vanguard  had  no  Treasury  funds  and 
no  California  muni  funds. 

Even  to  assemble  a  portfolio  of  six 
funds,  an  investor  might  have  had  to 
buy  from  at  least  four  fund  companies, 
large  and  small.  Result:  a  blizzard  of 
paperwork,  account  statements  with 
different  reporting  dates,  tax  docu- 
ments that  come  in  different  formats  at 
divergent  times.  In  short,  a  mess  that 
only  an  accountant  could  love. 

It's  time  to  simplify  your  mutual 
fund  life.  Today  you  can  do  much  of 
your  fund  shopping  under  one  roof — 
or  two.  There's  still  room  for  bou- 
tique funds  from  smaller,  more  spe- 
cialized sponsors,  but  the  bulk  of  your 
fund  investments  should  be  central- 
ized for  simplicity. 

The  five  fund  families  profiled  be- 
ginning on  page  142  offer  a  broad 
selection  of  funds  with  admirably  suc- 


cessful long-term  results  and  accept- 
able holding  costs.  In  limiting  the 
number  of  hinds  you  own  to  a  half- 
dozen  or  so,  as  we  advise  on  page  1 72, 
you  should  be  able  to  find  most  of 
what  you  need  at  one  or  two  families. 

Our  five  featured  fund  families  are  a 
good  starting  place.  With  the  exclu- 
sion of  Schwab,  which  does  not  ac- 
tively manage  stock  portfolios,  these 
families  have  respectable  records  as 
stock  pickers  (see  table,  riffbt).  More 
important,  in  our  view,  is  that  they 
offer  a  depth  of  investment  choices  at 
reasonable  cost. 

One  of  our  families,  the  American 
Funds  run  by  Capital  Research  & 
Management  Co.  of  Los  Angeles,  is 
the  best  example  that  we  know  of  to 
illustrate  the  virtues  of  moderation  in 
investing.  Despite  their  lack  of  super- 
star managers  or  hot  performers, 
these  funds  are  leaders  over  the 
long  term. 

When  buying  funds,  don't  confuse 
short-term  success  with  long-term 
durability.  On  July  6,  the  Strong 
American  Utilities  Fund  ran  an  adver- 


The  best  stock  pickers 

Weighted  Equity 

annual  assets 

10-year  6/30/95 

return  ($bil) 


Fidelity* 

15.9% 

$145.8 

Janus 

15.4 

17.8 

20th  Century 

15.1 

23.9 

AIM 

15.1 

17.5 

Heine  Sees 

14.9 

10.8 

American  Express 

14.3 

15.7 

Waddell  &  Reed 

14.2 

7.2 

American  Funds 

13.9 

64.9 

Invesco 

13.9 

7.6 

Neuberger  &  Berman 

13.8 

6.4 

Putnam 

13.5 

25.8 

MFS 

13.5 

7.6 

Vanguard 

13.4 

50.2 

Prudential 

13.1 

11.3 

Scudder 

12.9 

8.3 

Lord  Abbett 

12.9 

5.1 

Merrill  Lynch 

12.5 

16.9 

T  Rowe  Price 

12.4 

16.8 

Oppenheimer 

12.4 

7.6 

Dean  Witter 

11.9 

15.6 

Pioneer  11.8  9.5 

Van  Kampen  1 1.8  6.6 

Smith  Barney  11.5  7.8 

John  Hancock  11.3  4.4 

Dreyfus  10.9  8.3 

'Includes  Fidelity  Advisors. 

These  numbers  reflect  a  year-by-year, 
asset-weighted  composite  equity  return. 


tisement  in  the  Wall  Street  Journal. 
"•America's  #1  Utility  Fund,"  it 
boasted.  Two  weeks  later  Dreyfus  ad- 
vertised its  Edison  Electric  Index 
Fund  in  the  same  paper.  "The  #1 
Utility  Fund,"  bragged  the  Dreyfus 
advertisement. 

Who  was  right?  Both — and  neither. 
The  Strong  was  tops  among  72  utility 
funds  tracked  by  Lipper  Analytical 
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Services  for  the  year  ended 
Mar.  31.  The  Dreyfus  fund 
had  that  honor  among  75  util- 
ity funds  in  the  year  ended 
June  30.  So  the  ads  were  true, 
so  far  as  they  went. 

But  during  the  12  one-year 
periods  that  ended  between 
July  1994  and  June  1995,  five 
different  utility  funds  got  to  be 
number  one  at  least  once.  Far 
from  being  some  rare  honor 
that  brands  a  single  fund  as  the 
best,  being  number  one  for 
the  short  term  is  no  big  deal. 
Indeed,  the  Dreyfus  fund  has  a 
rather  dubious  claim  on  any 
championship.  This  supposed 
winner  spent  much  of  the  past 
year  in  the  dankest  parts  of  the 
cellar;  in  2  of  the  12  periods,  it 
was  dead  last  among  at  least  50 
peers  (see  table,  right).  No  sur- 
prise it  did  not  advertise  its  perfor- 
mance then. 

Be  warned,  then:  Short-term  re- 
sults are  shockingly  poor  predictors  of 
long-term  performance.  So  are  per- 
formance numbers  considered  in  a 
risk  vacuum.  The  past  five  years  have 
been  unusually  bullish,  with  a  12% 
annual  gain  for  the  market  dividends 
reinvested;.  In  such  an  environment, 
the  "top"  funds  are  the  ones  that  took 


Don't  blink 

or  you'll  miss 

it 

For  12-month 

Strong  American 

Dreyf 

us  Edison  Electric 

oeriod  ended 

Utilities 

Index 

fund's  rank  among 
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7/94 

3  out  of  50 

50  out  of  50 

8/94 

8  out  of  52 

51  out  of  52 

9/94 

7  out  of  54 

54  out  of  54 

10/94 

3  out  of  61 

60  out  of  61 

11/94 

4  out  of  65 

59  out  of  65 

12/94 

5  out  of  65 

62  out  of  65 

1/95 

1  out  of  68 

17  out  of  68 

2/95 

1  out  of  70 

15  out  of  70 

3/95 

1  out  of  72 

35  out  of  72 

4/95 

lout  of  74 

43  out  of  74 

5/95 

7  out  of  75 

1  out  of  75 

6/95 

12  out  of  75 

1  out  of  75 

Source:  Upper  Analytical  Services. 

These  funds  advertised  the  returns  shown  in  bold.  For 
other  time  periods,  the  same  funds  look  very  different. 


the  biggest  risks — by  using  leverage 
or  buying  growth  stocks  trading  at 
steep  multiples  of  their  earnings. 
These  are  just  the  funds  that  will  do 
the  worst  in  a  bear  market,  but  if  you 
pick  your  investments  by  looking  at 
lists  of  "Top  funds,  past  five  years" 
you  won't  find  this  out  until  it's 
too  late. 

To  help  you  sort  out  the  confusing 
claims  about  performance,   Forbes 


rates  stock  funds  over  three 
full  market  cycles,  going  back 
to  June  1983,  and  we  grade 
separately  for  bull  and  bear 
markets.  The  bear  market 
grade  is  the  most  important 
measure  of  risk. 

Unless  you  are  highly  confi- 
dent that  the  bull  market  will 
continue  for  the  next  five 
years,  avoid  funds  that  do  bad- 
ly in  bear  markets.  The  Honor 
Roll  selection  of  consistent 
performers  in  the  stock  market 
(page  132)  starts  with  funds 
that  have  held  up  well  in 
declines. 

In  all  your  fund  investing, 
but  especially  in  buying  bond 
funds,  pay  attention  to  costs. 
Our  Best  Buy  rankings  of 
funds,  beginning  on  page 
134,  highlight  funds  with 
both  low  costs  and  superior  risk- 
adjusted  returns. 

So  far  in  1995,  the  market  is  up 
22% — returning  more  by  this  point  in 
the  year  than  it  has  in  all  but  5  of  the 
past  1 5  complete  years.  This  is  just  the 
time  when  you  may  be  tempted  to 
veer  off  on  a  chase  after  hot  perfor- 
mance, regardless  of  cost  or  risk.  We 
hope  this  guide  will  put  you  back  on 
course.  M 


This  year's  hot  market  will  not  last  forever,  and  funds 
that  rise  the  highest  in  bull  markets  often  crash  the 
hardest  in  bear  markets.  Here's  one  way  to  limit  risk. 

The  Honor  Roll 


By  Stephen  S.  Johnson 

So  far  this  year  the  stock  market  has  made  Forbes  look  like 
a  fuddy-duddy.  We  keep  telling  readers  that  the  17% 
compound  annual  returns  of  the  1980s  cannot  go  on 
forever.  But  the  stock  market  contradicted  us.  The  Stan- 
dard &  Poor's  500  stock  index  rose  20%  just  in  the  first  six 
months  of  this  year. 

We  repeat:  It  can't  last  forever.  Many  of  today's  mutual 
fund  investors  have  never  seen  a  bear  market  or  even  a 
reasonable  facsimile  of  one.  They  are  in  for  a  surprise. 
Maybe  not  next  month  but  eventually. 

So  ask  yourself:  Will  my  mutual  funds  work  for  me 
nearly  as  well  in  a  down  cycle  as  they  have  in  this  current  up 
cycle?  If  it  is  a  member  of  the  Forbes  Honor  Roll,  chances 
are  it  will  serve  you  in  a  bear  market  as  well  as  in  a  bull 
market. 

This  is  not  to  say  these  funds  won't  go  down  when  the 


market  goes  down,  but  they  should  do  better  than  most 
funds  in  protecting  your  assets. 

The  20  funds  that  made  this  vear's  cut  have  turned  a 
hypothetical  510,000  in  June  1983  into  at  least  $33,500, 
after  taxes  and  sales  commission.  They  did  that  without 
taking  large  risks:  The  Honor  Roll  funds  have  all  held  up 
better  than  their  peers  in  market  downdrafts  like  1983-84, 
like  Black  Monday  in  October  1987,  like  Desert  Shield  in 
the  summer  of  1990.  These  were  pretty  severe  tests: 
During  these  declines,  stocks  lost  10%,  30%  andT6%, 
respectively.  Honor  Roll  funds  have  earned  a  B  grade  or 
better  in  down  markets,  placing  them  among  the  top  45% 
of  all  funds. 

While  past  performance  is  no  guarantee  of  anything, 
funds  with  stalwart  down-market  returns  are  more  likely 
than  other  funds  to  preserve  capital  when  the  bottom  falls 


b: 
I 


Performance 
UP       DOWN 


arkets- 


A  + 


A  + 


B  B 


Fund/distributor 


Dodge  &  Cox  Stock  Fund/Dodge  &  Cox 

Mutual  Series-Qualified/Heine  Securities 

T  Rowe  Price  International  Stock/T  Rowe  Price  Associates 

Mutual  Series-Mutual  Shares/Heine  Securities 

New  York  Venture  Fund-A/Selected/Venture  Advisers 

United  Income  Fund-A/Waddell  &  Reed 

Vanguard  lndex-500  Portfolio/Vanguard  Group  of  Investment  Cos 

Guardian  Park  Avenue/Guardian  Investor  Services  Corp 

Prudential  Equity  Fund-A/Prudential  Securities 

New  Perspective  Fund/American  Funds  Group 

Mutual  Series-Beacon/Heine  Securities 

Dean  Witter  Dividend  Growth/Dean  Witter  Reynolds 

Smith  Barney  Appreciation-A/Smith  Barney  Mutual  Funds  Mgmt 

Federated  Stock  Trust/Federated  Securities  Corp 

Fundamental  Investors/American  Funds  Group 

Washington  Mutual  Investors/American  Funds  Group 
Salomon  Brothers  Opportunity/Salomon  Brothers  Asset  Mgmt 
Investment  Co  of  America/American  Funds  Group 
SoGen  International  Fund/SoGen  Securities  Corp 
Merrill  Lynch  Basic  Valued/Merrill  Lynch  Funds  Distributor 


Maximum  cumulative  loss      Lead  manager  (years) 
%  period 


Average 

annual 

total  return1 


-25.8% 
-20.2 

-24.5 
-19.8 
-25.9 

-20.2 
-29.8 
-28.6 
-30.8 
-23.7 

-20.0 
-23.3 
-26.3 
-27.2 
-29.2 

-25.3 
-29.8 
-24.7 
-19.4 
-23.5 


8/87  toll/87 
9/87  toll/87 
8/87  to  11/87 
9/87  to  11/87 
8/87  to  11/87 

5/90  to  10/90 
8/87  to  11/87 
8/87  to  11/87 

8/87  to  11/87 
9/87  to  11/87 

9/87  to  11/87 
8/87  to  11/87 
8/87  to  11/87 
8/87  to  11/87 
8/87  to  11/87 

8/87  to  11/87 
8/89  to  10/90 
8/87  to  11/87 
9/87  to  10/87 
8/87  to  11/87 


Multiple  managers  (7)6 
Michael  Price  (15) 
Martin  Wade  (15) 
Michael  Price  (20) 
Shelby  Davis  (26) 

Russell  Thompson  (16) 
George  Sauter  (8) 
Charles  Albers  (23) 
Thomas  Jackson  ( 5) 
Multiple  managers  ( 7)6 

Michael  Price  (10) 
Paul  Vance  (14) 
Harry  Cohenj  16) 
Multiple  managers  ( 5)6 
Multiple  managers  ( 5)6 

Multiple  managers  ( 5)6 
Irving  Brilliant  (16) 
Multiple  managers  ( 6)6 
Jean-Mane  Eveillard  (16) 
Paul  Hoffmann  (19) 


'For  domestic  funds:  from  6/30/83  to  6/30/95  before  deducting  loads  and  taxes.  For  T.  Rowe  Price  International,  New  Perspective  and  SoGen  International:  from 
3/31/84  to  6/30/95.  2Value  on  6/30/95  of  $10,000  invested  6/30/83,  after  load  and  taxes.  Assumptions:  Hypothetical  investor  has  $100,000  gross  income  in 
constant  1984  dollars,  deductions  equal  to  20%  of  income— 15%  after  1986— and  four  exemptions.  Loads  applied  at  6/30/95  rate.  'Average  of  price/earnings 
ratios  for  stocks  in  portfolio  based  on  most  recently  available  information,  weighted  by  size  of  holding.    "Lesser  of  security  sales  of  purchases,  divided  by  average  net 
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out  of  the  market. 

To  be  eligible  for  the  Honor  Roll,  a  fund  must  be  open 
to  new  investors.  Sequoia  and  Vanguard  Windsor  both 
have  outstanding  returns — but,  alas,  are  closed  to  new 
customers.  Jean-Marie  Eveillard's  SoGen  International, 
which  reopened  last  March  after  closing  a  year  earlier, 
returns  to  the  list. 

We  also  exclude  sector  funds,  whose  success  may  be 
attributable  more  to  the  fortunes  of  the  industries  in  which 
they  invest  than  to  the  skills  of  their  managers.  Thus, 
United  Science  &  Technology,  insurance  specialist  Cen- 
tury Shares  and  Prudential  Utility  all  ended  up  on  the 
cutting-room  floor. 

Closed-end  funds  will  be  rated  separately  in  the  Sept.  1 1 
issue  of  Forbes. 

Perhaps  our  toughest  criterion  is  continuity  of  manage- 
ment. To  make  the  Honor  Roll  a  fund  manager  must  have 
been  at  the  helm  for  at  least  five  years.  The  same  goes  for 
management  committees,  whose  members  must  have  an 
average  tenure  of  at  least  five  years,  with  a  maximum  credit 
often  years  for  any  member. 

This  rule  does  not  exclude  such  outstanding  multiple- 
manager  funds  as  Dodge  &  Cox  Stock  or  Investment  Co. 
of  America.  However,  by  insisting  on  five  years  of  tenure 
we  do  weed  out  funds  with  a  short  streak  of  hot  perfor- 
mance under  a  new  portfolio  manager,  as  well  as  those 
whose  top  returns  were  produced  mainly  by  someone  who 


does  permit  a  longtime  portfolio  manager  to  pass  along 
the  baton  without  having  the  fund  lose  its  place  in  the 
contest.  At  New  York  Venture  Fund,  veteran  manager 
Shelby  Davis'  son  Christopher  will  become  comanager 
this  October.  If  the  two  comanage  for  at  least  five  years  and 
Shelby  then  retires,  Christopher  will  meet  our  tough  test 
for  continuity. 

What  about  index  funds?  Clearly,  management  conti- 
nuity counts  for  little  at  funds  that  mechanically  mimic  the 
performance  of  a  given  basket  of  stocks.  Therefore  we 
exempt  index  funds  from  any  management  tenure  rules  at 
all.  Vanguard  Index-500  returns  to  the  Honor  Roll  this 
year  after  a  one-year  absence;  while  highly  competent, 
portfolio  manager  George  U.  Sauter  lets  the  fund  run 
itself. 

In  choosing  funds  from  the  Honor  Roll,  be  selective. 
Given  equal  performance,  choose  a  no-load  fund — unless 
you  are  highly  confident  you  will  stay  put  in  the  compara- 
ble load  fund  for  at  least  a  decade.  Note,  however,  that  the 
sales  charge  on  many  load  funds,  including  the  American 
Funds  run  by  Capital  Research  &  Management  (see  story, 
p.  142),  is  reduced  or  eliminated  for  large  purchases. 

One  more  bit  of  advice.  In  picking  a  fund,  Honor  Roll 
status  is  just  one  thing  to  consider.  The  wise  investor  will 
use  this  list  in  conjunction  with  our  Best  Buy  tables,  which 
begin  on  page  135.  These  Best  Buys,  most  of  which  do  not 
charge  sales  commissions  and  have  very  low  operating 


has  recently 

jumped 

ship. 

expenses,  will 

tend  to  outperform  higher-cost  h 

jnds  over 

The  continuity  of  management  rule  is 

fairly  strict, 

but  it      the  long  run. 

" 

Hypothetical 

Assets 

Weighted 

Median 

Maximum 

Annual 

Portfolio 

Fund  (consecutive  years  on  Honor  Roll) 

investment 

6/30/95 

average 

market  cap          sales 

expenses 

turnover4 

results2 

$43,335 

($mil) 

P/E3 

($bil) 

charge 

none 

per  $100 

$0.61 

7% 

Dodge  &  Cox  Stock  Fund  (3) 

$825 

15.9 

$14.8 

42,721 

2,412 

13.3 

6.7 

none 

0.73 

68 

Mutual  Series-Qualified  (2) 

42.189 

6,145 

25.7 

7.4 

none 

0.93 

19 

T  Rowe  Price  International  Stock  (6) 

41,004 

4,507 

14.1 

7.0 

none 

0.72 

67 

Mutual  Series-Mutual  Shares  (2) 

40,486 
39,732 

1,515 
3,684 

14.5 

13.6 

4.75% 

0.88 

13 

New  York  Venture  Fund-A  (3) 

16.9 

15.9 

5.75 

0.84 

19 

United  Income  Fund-A  (7) 

39,059 

12.779 

17.3 

24.3 

7 

0.19 

6  • 

Vanguard  Index-500  Portfolio 

37,831 

820 

14.8 

6.8 

4.50 

0.84 

54 

Guardian  Park  Avenue  (8) 

37.786 

2.808 

19.2 

6.5 

5.00 

1.00 

12 

Prudential  Equity  Fund-A 

36.916 
36,906 

8.142 
2,971 

21.1 

11.1 

5.75 

0.84 

25 

New  Perspective  Fund  (2) 

12.1 

6.0 

none 

0.75 

71 

Mutual  Series-Beacon  (3) 

35,680 

7,961 

16.5 

20.0 

5.008 

1.42 

6 

Dean  Witter  Dividend  Growth 

35.153 

2.709 

18.4 

22.7 

5.00 

1.02 

52 

Smith  Barney  Appreciation-A 

35.597 

588 

14.7 

17.0 

none 

1.01 

28 

Federated  Stock  Trust 

35,518 
35,150 

3.608 
15,204 

14.7 

14.9 

5.75 

0.68 

23 

Fundamental  Investors 

14.9 

17  6 

5.75 

0.69 

26 

Washington  Mutual  Investors 

33,941 

125 

13.8 

10.7 

none 

1.21 

13 

Salomon  Brothers  Opportunity 

33.848 

22,528 

15.1 

20.0 

5.75 

0.60 

31 

Investment  Co  of  America 

33,673 

2,188 

23.0 

1.0 

3.759 

1.26 

13 

SoGen  International  Fund  (4) 

33,584 

5,576 

13.3 

18.8 

5.25 

0.78 

22 

Merrill  Lynch  Basic  Value-D  (2) 

assets.    5Fund  has 

two  share  clas 

ses,  one  with  front-end  load,  the  other  with  back-end  load.  Results  are  shown  for  front-load  class  only. 

Assets  are  for  enti 

re  fund.    6Av< 

■rage  tenure  of 

managers,  wit 

h  ten  years'  maximum  credit  for  each 

'Annual  $10  maintenance 

fee.    'Includes  bac 

k-end  load  tha 

t  reverts  to  distr 

butor.    9Fund 

reopened  to  new  Investors  3/95. 

'    Sources:  FORBES; 

.ipper  Analytic 

al  Services;  Morningstar,  Inc.; 

CDA/Wiesenberger. 
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FUND  SURVEY 


Buys 


If  you  want  to  see  funds  ranked  in  order  of  their  raw- 
performance,  we  regret  to  inform  you  that  you've  bought 
the  wrong  publication. 

Although  a  cult  of  personality  has  sprung  up  around 
many  leading  fund  managers,  there's  no  escaping  the  cold, 
hard  fact  that  a  large  part  of  investment  success  is  based  on 
luck.  Performance  comes  and  goes  with  alarming  swift- 
ness: One  year  ago  in  our  stock  fund  tables,  Dreyfus 
Strategic  Growth  showed  a  26.8%  total  return  for  the 
previous  12  months — versus  the  paltry  1.5%  gain  for 
stocks  overall.  This  year,  the  same  fund  shows  an  8.3%  loss 
for  the  last  12  months,  while  the  market  rose  26%. 

That's  why  we  emphasize  costs  so  relentlessly.  While 
some  fund  managers  have  delivered  good  performance 
over  the  long  term,  there  is  no  guarantee  that  they 
will  continue  to  do  so.  That  mutual  fund  maestro 
you  saw  on  television  might  retire;  success  might 
go  to  his  head;  his  favorite  stocks  might  all  hit  a 
rough  patch  at  once.  There's  just  no  way  to  know 
for  sure  that  today's  superstar  stock  picker  won't 
fizzle  into  oblivion  next  year.  As  they  say  in  the 
money  management  business:  You  can't  buy  past 
performance. 

But  today's  ownership  costs  are  a  very  good 
guide  to  tomorrow's.  A  fund  that  charges  above- 
average  fees  to  deliver  average  performance  is  a 
very  bad  deal.  Maybe  its  performance  will  improve 


next  year;  maybe  it  won't.  All  you  can  know  for  certain  is 
that  you  can  get  a  cheaper  fund  elsewhere. 

The  three  components  of  mutual  fund  results  are  cost, 
risk  and  return.  These  exclusive  Best  Buy  rankings  take  all 
three  elements  into  account.  For  each  fund,  we  define  cost 
as  annual  operating  expenses  (including  12b- 1  "distribu- 
tion" fees)  plus  one-fifth  of  the  maximum  front-end  sales 
charge.  Then  we  adjust  each  fund's  five-year  compound 
annual  return  for  the  risks  it  took  to  achieve  it.  Because  a 
skilled  portfolio  manager  can  make  a  big  difference  at  junk 
bond  funds  and  all  stock  funds,  we  weight  cost  and  risk- 
adjusted  performance  equally  there. 

For  global  bond  funds  we  give  cost  twice  as  much 
weight  as  risk-adjusted  returns.  And  for  domestic  invest- 
ment-grade bond  funds  and  all  municipal  bond  funds, 
where  management  skill  is  less  crucial,  we  weight  cost 
three  times  as  heavily  as  risk-adjusted  performance. 

The  highest-scoring  Best  Buy  funds  appear  at  the  top 
of  the  tables,  with  the  remaining  funds  following  in 
descending  order. 
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Taxable  bond  funds 


With  the  30-year  Treasury  yielding  6.9%,  a  bond  fund  that 
charges  1%  in  annual  expenses  eats  up  14%  of  your  income. 
The  Best  Buys  below  (except  some  global  funds )  all  charge 
less.  Besides  cost,  what  separates  one  bond  fund  from 
another  is  its  interest  rate  risk.  The  "risk  lever'  column 


below  shows  each  fund's  riskiness  within  its  group;  for  a 
broader  picture,  see  the  "weighted  average  maturity" 
column  and  our  up  and  down  market  grades.  If  you  think 
rates  will  flatten  or  fall,  get  a  medium-  or  long-term  fund. 
If  you  think  they  will  rise,  stay  short. 


Performance 

Fund 

5-year 

SEC 

Assets 

Weighted 

Maximum 

Annual     Minimum 

Risk 

UP    DOWN 

annualized 

yield 

6/30/95 

average 

sales 

expenses      initial 

level 

—markets- 

total  return 

($mil) 

maturity 
(years) 

charge 

per  $100  investment 

U.S.  Treasury 


A  + 

F 

Vanguard  Fixed  Income-L-T  US  Treasury 

11.2% 

6.5% 

$777 

22.0 

none 

$0.28 

$3,000 

high 

D 

C 

Benham  Treasury  Note  Fund 

8.0 

5.5 

312 

3.5 

none 

0.53 

1.000 

low 

Vanguard  Fixed  Income-I-T  US  Treasury 

— * 

6.1 

1,078 

8.7 

none 

0.28 

3.000 

average 

A  + 

F 

Benham  Target  Maturities-2000 

13.7 

5.4 

315 

6.1 

none 

0.65 

1,000 

high 

D 

B 

Dreyfus  100%  US  Treasury  Short-Term  Fund 

7.6 

5.3 

175 

3.0 

none 

0.35a 

2,500 

low 

Ginnie  Mae 

C 

c 

D 
D 
C 

B 
B 
B 
B 
B 

Vanguard  Fixed  Income-GNMA 

Benham  GNMA  Income 

AARP  Income  Trust-GNMA  &  US  Treasury 

Fidelity  Ginnie  Mae 

T  Rowe  Price  GNMA  Fund 

9.1 
8.9 
7.7 
8.3 
8.7 

7.4 
7.4 
6.6 
7.1 
7.1 

6,330 

1,023 

5,273 

765 

810 

8.6 
24.7 
7.0 
7.8 
9.1 

none 
none 
none 
none 
none 

0.30 
0.58 
0.67 
0.75 
0.76 

3.000 
1,000 
500 
2.500 
2.500 

average 

low 

low 

average 

average 

Junk 

A 
C 

F 

B 

C 
B 

A  + 
B 
C 

Fidelity  Capital  &  Income  Fund 
Northeast  Investors  Trust 
Nicholas  Income  Fund 
Vanguard  Fixed  Income-High  Yield 
Federated  High  Yield  Trust 

16.0 

14.2 
10.1 
12.0 

13.9 

8.5 
9.6 
NA 
9.1 
9.6 

2,250 
695 
156 

2,513 
487 

6.2 

7.6 
6.8 
8.6 
7.8 

none§ 

none 

none 

none§ 

none 

0.96 
0.70 
0.59 
0.34 
0.85a 

2.500 

1,000 

500 

3,000 

25,000 

low 
low 
very  low 
low 
high 

Short-term 

D 

F 

F 

A 
A 

A 

Vanguard  Fixed  Income-Short-Term 
Bernstein  Short  Duration  Plus 
Vanguard  Fixed  Income-S-T  US  Treasury 
William  Blair  Mutual  Funds-Income  Fund 
Fidelity  Short-Term  Bond  Portfolio 

8.0 
7.0 

* 

6.8 

6.2 
5.5 
5.7 
5.8 

5.6 

3,338 
559 
862 
151 

1,293 

2.6 

2.7 
2.4 
4.0 
2.3 

none 
none 
none 
none 
none 

0.28 
0.64 
0.28 
0.67 
0.69 

3,000 
25,000 
3.000 
2,500 
2.500 

average 
low 

average 
high 
high 

Medium-term 

C 
C 
B 

C 

c 

C 
C 
C 
B 
B 

Vanguard  Total  Bond  Market  Fund 
Bernstein  Intermediate  Duration 
Columbia  Fixed  Income  Securities 
SteinRoe  Intermediate  Bond  Fund 
Fidelity  Intermediate  Bond  Fund 

9.2 
9.3 
9.7 
8.9 
8.5 

6.6 
6.0 
6.6 
6.1 
5.7 

2,146 

1,047 

283 

303 

2.608 

8.9 
8.8 
6.3 
6.9 
6.8 

1 

none 
none 
none 
none 

0.18 
0.64 

0.65 
0.70 
0.68 

3.000 
25,000 
1,000 
2.500 
2.500 

average 
average 
average 

low 
low 

Long-term 

A 
A 
A 
C 
B 

D 
C 
D 
C 
A 

Vanguard  Fixed  Income-Long  Term 
Dodge  &  Cox  Income  Fund 
USAA  Mutual-Income  Fund 
T  Rowe  Price  New  Income  Fund 
Janus  Flexible  Income  Fund 

11.6 
10.3 
10.0 
9.0 
12.0 

6.9 

6.6 
6.9 
6.3 
7.5 

3,014 

226 

1,765 

1.573 

501 

20.4 
11.1 
10.9 
10.1 
13.7 

none 
none 
none 
none 
none 

0.32 
0.54 
0.42 
0.78 
1.00 

3.000 
2.500 
1,000 
2,500 
1,000 

very  high 
average 
high 
very  low 
average 

Global 

1       A+ 

'             A 
>             C 

D 

D 
D 

T  Rowe  Price  International  Bond  Fund 
Benham  European  Government  Bond 
Scudder  International  Bond  Fund 
Fidelity  Global  Bond  Fund 
Fidelity  Short-Term  World  Income  Fund 

13.4 

10.8 

6.5 

6.3 
6.7 
6.4 
4.9 
5.5 

946 
246 
911 
276 
153 

7.7 
6.9 
8.2 
6.9 
2.1 

none 
none 
none 
none 
none 

0.98 
0.86 
1.31 
1.14 
1.01 

2,500 
1.000 
1,000 
2.500 
2,500 

very  high 
high 
high 

high 
low 

1 
i 

1 

'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period, 
fund  shareholders,    a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
Sources:  Forbes-,  Upper  Analytical  Services,  Mormngstar,  Inc. 

^Distributor  may  impose  redemption 
'Annual  $10  maintenance  fee. 

fee  with  proceeds  reverting  to  other 

A  Forbes  ■ 

August 

28, 1995 
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BEST  BUYS 


FUND  SURVEY 


Municipal 
bond  funds 

An  inefficient  tax-free  fund  can  cost  you  dearly,  taking  as 
much  as  a  fifth  of  your  income  in  overhead  charges  and 
management  fees.  These  Best  Buy  funds,  in  contrast,  keep 
a  lid  on  costs,  and  also  deliver  respectable  performance. 
Don't  shop  by  yield  alone — an  inefficient  fund  could  be 
camouflaging  high  expenses  by  owning  high-yield,  high- 
risk  bonds  that  will  eventually  cut  into  your  principal .  Also, 
don't  buy  double-tax-free  funds  without  comparing  bene- 
fits to  costs  (see  story,  p.  170). 


Performance 

Fund 

5-year 

SEC 

Assets 

Weighted 

Maximum     Annual     Minimum 

Risk 

UP    DOWN 

annualized 

yield 

6/30/95 

average 

sales       expenses      initial 

level 

markets 

total  return 

($mil) 

maturity 
(years) 

charge      per  $100  investment 

Short-term 


A+  Vanguard  Muni  Bond-Limited  Term  6.3%  4.1%  $1,664  2.5  none  $0.21  $3,000  average 

A+  Vanguard  Muni  Bond-Short-Term  4.9  3.8  1,435  1.2  none  0.21  3,000  low 

A+  USAA  Tax-Exempt  Fund-Short-Term  5.5  4.4  783  2.9  none  0.42  3,000  average 

A+  Dreyfus  Short-Intermediate  Municipal  Bond  5.8  3.8  366  1.8  none  0.70  2,500  average 

A+  T  Rowe  Price  Tax-Free  Short-Intermediate  5.8  3.9  449  3.4  none  0.59  2,500  average 

A+  Spartan  Short-Intermediate  Municipal  6.1  4.2  898  3.2  none  0.55  10,000  very  high 

A+  Merrill  Lynch  Municipal-Ltd  Maturity-D  5.1  3.6  681  1.1  1.00%  0.50  1.000  low 

A+  Calvert  Tax-Free  Reserves-Limited-A  4.9  4.1  521  0.8  2.00  0.66  2,000  verylow 


Med 


um-term 


C  B  Vanguard  Muni  Bond-Intermediate 

D  A  USAA  Tax-Exempt  Fund-Intermediate 

D  A  Fidelity  Tax-Free-Limited  Term  Munis 

D  A  Bernstein  Diversified  Municipal 

D  A  Pierpont  Tax-Exempt  Bond  Fund 

D  B  Dreyfus  Intermediate  Municipal  Bond 

D  A  Scudder  Medium  Term  Tax-Free 

C  B  Empire  Builder  Tax-Free  Bond  Fund 


8.4 
7.7 
7.8 
6.9 
7.3 
7.8 
7.9 
8.3 


4.8 
5.2 
4.9 
4.4 
4.7 
4.9 
4.5 
4.5 


5,243 
1,559 
922 
604 
341 
1,518 
711 
111 


8.0 
9.0 
8.0 
8.0 
7.3 
10.0 
8.5 
7.5 


none 
none 
none 
none 
none 
none 
none 
none 


0.21 
0.40 

0.56 

0.65 

0.72 

0.73 

0.70a 

0.93 


3,000 
3,000 
2.500 
25,000 
25.000 
2,500 
1,000 
1,000 


average 
average 
high 
low 
low 
high 
average 
high 


Long-term 


A+  D  Vanguard  Muni  Bond-High  Yield  9.0  5  8 

A+  F  Vanguard  Muni  Bond-Long-Term  8.8  5.4 

A+  F  Vanguard  Muni  Bond-Insured  Long-Term  8.5  5.3 

B  D  Spartan  Municipal  Income  8.1  5.6 

C  B  Fidelity  Tax-Free-Aggressive  8.1  5.9 

C  A  T  Rowe  Price  Tax-Free  High  Yield  Fund  8.4  5.8 

A  D  T  Rowe  Price  Tax-Free  Income  Fund  8.2  5.2 

B  D  USAA  Tax-Exempt  Fund-Long-Term  7.7  5.8 


1.792 

1.026 

1,903 

571 


1,327 
1,751 


15.8 

15.6 
15.0 
14.8 
18.2 
20.1 
18.0 
25.8 


none 
none 
none 
none 
none 
none 
none 
none1 


0.21 
0.21 
0.21 
0.55 
0.63 
0.79 
0.59 
0.38 


3.000 
3,000 
3,000 
10,000 
2.500 
2,500 
2,500 
3,000 


high 

high 

very  high 

average 

low 

low 

average 

average 


One-state 


D 

A 

Benham  Calif  Tax-Free  Intermediate 

7.1 

4.5 

413 

D 

B 

Benham  Calif  Municipal  High-Yield 

7.7 

5.9 

113 

A 

D 

Vanguard  California  Tax-Free-Insured  L-T 

8.0 

5.4 

904 

C 

C 

Fidelity  Mass  Tax-Free-High  Yield 

8.1 

5.7 

1,091 

A 

D 

Vanguard  New  York  Tax-Free 

8.5 

5.2 

784 

B 

D 

Spartan  New  York  Muni  High  Yield 

8.2 

5.2 

316 

A 

D 

Vanj.  lard  Ohio  Tax-Free-  Insured  L-T 

8.6 

5.2 

175 

B 

C 

Fidel  ty  Ohio  Tax-Free  High  Yield 

8.1 

5.4 

386 

7.1 
21.8 
15.2 
19.4 
12.4 
15.6 
11.3 
16.0 


none 
none 
none 
none 
none 
none 
none 
none 


0.49 
0.53 
0.19 
0.54 
0.22 
0.55 
0.23 
0.57 


1,000 
1,000 
3,000 
2,500 
3,000 
10,000 
3.000 
2,500 


very  low 
low 
high 

average 
high 
high 
high 

average 
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a:  Net  of  at  orption  of  expenses  by  fund  sponsor. 

Sources:  Fc  'BfS;  Upper  Analytical  Services;  Mornmgstar.  Inc. 
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LARGEST  INTERNATIONAL  NO-LOAD  MANAGER 


To  find  you  the  best 

investment  opportunities  on  earth, 

we  leave  nothing  unturned. 

At  T.  Rowe  Price,  we  give  our  shareholders  a  view  of  the  world  based  on  a  region-by-region,  country-by- 
country,  and  security-by-security  analysis  rarely  found  anywhere  else.  In  fact,  we've  been  part  of  a  global 
network  of  locally  based  investment  specialists  since  joining  forces  with  Robert  Fleming  Holdings,  Ltd., 
in  1979. 

Together,  we  established  Rowe  Price-Fleming  and  launched  the  first  of  1 1  international  mutual  funds 
that  have  made  us  Americas  largest  manager  of  no-load  international  mutual  fund  assets*  Today, 
Rowe  Price-Fleming  manages  in  excess  of  $18  billion  in  foreign  stock  and  bond  assets,  bringing  a  depth 
of  experience  to  all  our  international  funds  which  remains  difficult  to  match. 

Delivering  proven  results.  With  access  to  more  than  100  investment  analysts  in  over  a  dozen  financial 
centers  worldwide,  we're  uniquely  positioned  to  provide  proven  performance  and  help  our  shareholders 
realize  long-term  investment  success. 

In  fact,  whether  you  seek  stocks  or  bonds,  prefer  emerging  companies  to  established 
ones,  or  wish  to  focus  on  a  particular  region,  you'll  find  a  promising  international 
opponunity  at  T.  Rowe  Pnce.  For  example,  our  flagship  fund — T  Rowe  Price 
International  Stock  Fund — was  elected  to  the  highly  selective  Forbes  Honor 
Roll  for  the  fifth  consecutive  year** — the  only  international  mutual  fund 
that  can  claim  this  distinction. 

Let  us  show  you  the  world.  As  an  international  no-load  mutual  fund 
leader,  we  can  help  mitigate  the  special  risks  inherent  in  international 
investing,  including  currency  fluctuations,  the  volatility  of  emerging 
markets,  limited  geographic  focus,  and  changes  in  interest  rates. 
Because  along  with  active  management  and  diversification,  we  offer  all 
the  experience  that  comes  from  taking  a  firsthand  look  at  the  world. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-7882 


International  Stock  Fund  •  International  Bond  Fund  •  International  Discover)'  Fund  •  European  Stock  Fund 

Global  Government  Bond  Fund  •  New  Asia  Fund  "Japan  Fund  •  Short-Term  Global  Income  Fund 

Latin  America  Fund  •  Emerging  Markets  Bond  Fund  •  Emerging  Markets  Stock  Fund 


Invest  With  Confidence 

TRoweRice 


*Source:  Strategic  Insight  Simfund.  **As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  August  29,  1994.  The  honorees  are  chosen  annually;  current 
ranking  includes  20  funds.  The  International  Stock  Fund's  performance  from  3/31/84  through  6/30/94  was  considered.  Past  performance  cannot  guaran- 
tee future  results.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully 
before  vou  invest  or  send  monev.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  INLD027319 


BEST  BUYS 


FUND  SURVEY 


U.S.  equity  funds 


Unlike 

most  fund  measures,  the  Forbes  Best  Buy  rankings      does  matter,  we  weight  ownership 

costs  and  risk- 

adjusted 

penalize  funds  with  excellent  performance  if  they  charged      performance  equally  in  ranking  stock  funds.  Within  each 

P 

a  lot  to 

produce  it.  We  also  punish  funds  that  generated      category 

we  show  the  funds  in  descending  order, 

with  the 

high  returns  by  taking  excessively  high  risks. 

The  tables      very  best 

at  the  top;  the  ' 

risk  level" 

column  at  the  far  right 

.-' 

below  displ; 

iv  domestic  diversified  stock  funds 

along 

with      shows  each  fund's  riskiness  within  1 

:hat  group.  The  up  and 

balanced,  sector  and  index  funds.  Since  management 

skill      down  market  grades  at  the  left  provide  a  broadei 

picture. 

, 

Performance 

Fund/distributor 

Maximum  cumulative  loss 

Lead  manager  (years) 

5-year 

Hypothetical 

Assets 

« 

UP    DOWN 

% 

period 

annualized      investment 

6/30/95 

j 

— markets- 

total  return        results! 

($mil) 

Stock 

D 

A 

Lindner  Dividend  Fund/Ryback 

— * 

— * 

Eric  Ryback  (11) 

12.9% 

— * 

$1,873 

B 

A  + 

Mutual  Series-Qualified/Heine  Sees 

-20.2% 

9/87  to  11/87 

Michael  Price  (15) 

14.8 

$42,721 

2,412 

B 

A  + 

Mutual  Series-Mutual  Shares/Heine  Sees 

-19.8 

9/87  to  11/87 

Michael  Price  (20) 

14.1 

41,004 

4.507 

C 

B 

Mutual  Series-Beacon/Heine  Sees 

-20.0 

9/87  to  11/87 

Michael  Price  (10) 

14.1 

36,906 

2,971 

D 

A 

AARP  Growth  Trust-Growth  &  Inc/Scudder 

— * 

— * 

Multiple  managers  (6) 

13.3 

— * 

2,738 

A 

C 

N  &  B  Guardian  Fund/Neuberger 

-30.8 

8/87  to  11/87 

Multiple  managers  (9) 

16.2 

36,977 

3,458 

C 

B 

Scudder  Growth  &  Income  Fund/Scudder 

-23.7 

8/87  to  11/87 

Multiple  managers  (6) 

13.4 

28,355 

2,565 

C 

A 

T  Rowe  Price  Equity  Income  Fund/Price 

— * 

— * 

Brian  Rogers  (2) 

13.2 

— * 

4,026 

B 

C 

Wm  Blair-Growth/Wm  Blair 

-25.4 

8/87  to  11/87 

Multiple  managers  (10) 

15.2 

25,202 

299 

B 

B 

N  &  B  Focus  Fund/Neuberger 

-28.5 

8/87  to  11/87 

Multiple  managers  (7) 

15.5 

31,659 

843 

Harbor  Capital  Appreciation/HCA 

— * 

— * 

Spiros  Segalas  (5) 

17.5 

* 

669 

D 

A 

USAA  Mutual-Income  Stock  Fund/USAA 

— * 

* 

Harry  Miller  (6) 

12.2 

— * 

1.357 

A  + 

D 

20th  Century  Giftrust  lnvestors/20th  Century 

— * 

— * 

Multiple  managers  (7) 

25.3 

— * 

451 

A 

C 

Mairs  &  Power  Growth  Fund/Mairs  &  Power 

-30.6 

8/87  to  11/87 

George  Mairs  III  (15) 

16.6 

35,936 

54 

D 

A 

Greenspring  Fund/Greenspring 

— * 

— * 

Charles  Carlson  (8) 

10.9 

— * 

68 

Balanced 

C 

B 

Vanguard/Wellesley  Income  Fund/Vanguard 

-7.1 

1/94  to  11/94 

Earl  McEvoy  (13) 

11.6 

15,358 

6,489 

A 

B 

Fidelity  Convertible  Securities  Fund/Fidelity 

-13.5 

6/90  to  10/90 

Charles  Mangum  (1) 

15.3 

18,281 

972 

C 

B 

Fidelity  Asset  Manager/Fidelity 

-10.2 

1/94  to  1/95 

Robert  Beckwitt  (7) 

12.2 

16,191 

11,050 

A 

C 

Dodge  &  Cox  Balanced  Fund/Dodge 

-10.5 

7/90  to  10/90 

Multiple  managers  (7) 

12.5 

16,600 

1,211 

A 

D 

Vanguard  Asset  Allocation/Vanguard 

-8.6 

7/90  to  9/90 

Multiple  managers  (5) 

12.2 

16,284 

1.395 

D 

A 

Fidelity  Balanced  Fund/Fidelity 

-7.8 

1/94  to  11/94 

Robert  Haber  (7) 

10.7 

14,921 

5.212 

B 

C 

Fidelity  Puritan  Fund/Fidelity 

-12.7 

6/90  to  10/90 

Richard  Fentin  (8) 

13.1 

16,011 

13,786 

B 

c 

Vanguard  STAR  Fund/Vanguard 

-11.8 

6/90  to  10/90 

Multiple  managers  (10) 

11.0 

15,099 

4,292 

B 

D 

Vanguard/Wellington  Fund/Vanguard 

-10.2 

7/90  to  10/90 

Vincent  Bajakian  (23) 

11.6 

15,792 

10,585 

C 

C 

T  Rowe  Price  Balanced  Fund/Price 

-6.6 

1/94  to  6/94 

Richard  Whitney  (1) 

10.7 

15,025 

501 

Sectoi 

r 

A 

A 

Vanguard  Special-Health  Care/Vanguard 

— * 

— * 

Edward  Owens  (11) 

16.7 

— * 

995 

T  Rowe  Price  Sci  &  Tech  Fund/Price 

— * 

* 

Charles  Morris  (4) 

23.9 

— * 

1,694 

A  + 

F 

InvescoStrategic-Technology/lnvesco 

* 

* 

Daniel  Leonard  (10) 

21.9 

— * 

524 

Fidelity  Utilities  Fund/Fidelity 

* 

* 

John  Muresianu  (2) 

11.7 

— * 

1,309 

D 

A 

Fortress  Utility  Fund/Federated 

— * 

* 

Christopher  Wiles  (5) 

10.6 

— * 

768 

A 

C 

Invesco  Strategic-Health  Sciences/lnvesco 

— * 

* 

Multiple  managers  (3) 

»14.1 

— * 

565 

Vanguard  Special-Utilities  Income/Vanguard 

— * 

— * 

Multiple  managers  (3) 

— * 

* 

637 

F 

A  + 

Stratton  Monthly  Dividend  Shares/Stratton 

-19.6 

8/93  to  6/94 

James  Stratton  (15) 

8.8 

23.089 

131 

Index 

B 

B 

Vanguard  lndex-500  Portfolio/Vanguard 

-29.8 

8/87  to  11/87 

George  Sauter  (8) 

11.9 

39,059 

12,779 

""51 

Vanguard  Index-Extended  Mkt/Vanguard 

— * 

* 

George  Sauter  (8) 

12.9 

— * 

1,197 

Vanguard  Index-Total  Stk  Mkt/Vanguard 

* 

* 

George  Sauter  (3) 

— * 

— * 

1,151 

B 

F 

Vanguard  Index-Small  Cap  Stock/Vanguard 

-40.4 

6/83  to  11/84 

George  Sauter  (6) 

13.2 

14,517 

747 

Fidelity  Market  Index  Fund/Fidelity 

—    * 

— * 

Jennifer  Farrelly  (1) 

11.8 

— * 

451 

'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.    tValue  on  6/30/95  of  $10,000  investment  at  start  of  rating  period.    IDistributor  may  impose  purchas 
fee,  with  proceeds  reverting  to  other  fund  shareholders.    §Distributor  may  impose  redemption  fee  with  proceeds  reverting  to  other  fund  shareholders. 
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Weighted  Median 

average        market  cap 
P/E  ($bil) 


Maximum  Annual  Largest 

sales  expenses  company 

charge  per  $100  holding 


Portfolio 
turnover 


Risk 
level 


Fund 


11.9 

$7.0 

none 

>■>:: 

Atlantic  Richfield 

30% 

very  low 

Lindner  Dividend  Fund 

13.3 

6.7 

none 

0.73 

Sunbeam-Oster 

68 

very  low 

Mutual  Series-Qualified 

14.1 

7.0 

none 

0.72 

Sunbeam-Oster 

67 

very  low 

Mutual  Series-Mutual  Shares 

12.1 

6.0 

none 

0.75 

US  West 

71 

very  low 

Mutual  Series-Beacon 

15.7 

9.7 

none 

0.74 

Xerox 

43 

low 

AARP  Growth  Trust-Growth  &  Inc 

14.0 

10.3 

none 

0.78 

Texas  Instruments 

24 

average 

N  &  B  Guardian  Fund 

15.2 

9.9 

none 

0.85 

Eli  Lilly  &  Co 

42 

low 

Scudder  Growth  &  Income  Fund 

14.9 

17.2 

none 

0.88 

Exxon 

36 

low 

T  Rowe  Price  Equity  Income  Fund 

25.2 

4.3 

none 

0.63 

Alco  Standard 

46 

average 

Wm  Blair-Growth 

11.9 

10.7 

none 

0.88 

Citicorp 

52 

average 

N  &  B  Focus  Fund 

21.6 

13.7 

none 

0.75 

Hewlett-Packard 

48 

high 

Harbor  Capital  Appreciation 

14.7 

12.3 

none 

0.76 

Bristol-Myers  Squibb 

25 

low 

USAA  Mutual-Income  Stock  Fund 

28.7 

0.3 

none 

1.00 

Tencor  Instruments 

115 

very  high 

20th  Century  Giftrust  Investors 

20.3 

2.9 

none 

0.99 

Medtronic 

5 

average 

Mairs  &  Power  Growth  Fund 

23.8 

0.3 

none 

1.03 

Town  &  Country  Trust 

77 

very  low 

Greenspring  Fund 

15.8 

14.2 

none 

0.34 

CoreStates  Financial 

32 

low 

Vanguard/Wellesley  Income  Fund 

17.4 

6.7 

none 

0.71 

Chiron  CV 

219 

high 

Fidelity  Convertible  Securities  Fund 

20.5 

6.5 

none 

0.98 

Philip  Morris 

153 

low 

Fidelity  Asset  Manager 

15.6 

15.3 

none 

0.58 

Dayton  Hudson 

20 

average 

Dodge  &  Cox  Balanced  Fund 

17.3 

24.4 

none 

0.49 

General  Electric 

6 

average 

Vanguard  Asset  Allocation 

12.4 

5.6 

none 

0.93 

Jefferson  Smurfit  Group 

211 

low 

Fidelity  Balanced  Fund 

19.2 

8.2 

2.00%' 

0.78 

Schlumberger 

67 

average 

Fidelity  Puritan  Fund 

17.1 

11.3 

none 

0.39 

Vanguard  Windsor  II  Fund 

9 

average 

Vanguard  STAR  Fund 

19.0 

19.1 

none 

0.35 

General  Electric 

32 

average 

Vanguard/Wellington  Fund 

20.1 

9.0 

none 

1.00 

General  Electric 

33 

average 

T  Rowe  Price  Balanced  Fund 

15.4 

10.9 

oone§ 

0.40 

Pfizer 

25 

average 

Vanguard  Special-Health  Care 

19.8 

4.3 

none 

1.11 

Xilinx 

113 

very  high 

T  Rowe  Price  Sci  &  Tech  Fund 

18.9 

5.6 

none 

1.16 

General  Motors  Class  E 

177 

high 

Invesco  Strategic-Technology 

13.8 
14.8 

9.9 

none 

0.87a 

Ameritech 

98 

low 

Fidelity  Utilities  Fund 

10.2 

2.00b 

1.16 

Sonat 

28 

very  low 

Fortress  Utility  Fund 

22.5 

5.0 

none 

1.18 

Boston  Scientific 

114 

high 

Invesco  Strategic-Health  Sciences 

13.4 

12.2 

none 

0.50 

US  West 

35 

low 

Vanguard  Special-Utilities  Income 

13.8 

2.3 

none 

0.98 

Health  Care  REIT 

40 

average 

Stratton  Monthly  Dividend  Shares 

-4 

17.3 

24.3 

2 

0.19 

General  Electric 

6 

high 

Vanguard  lndex-500  Portfolio 

17.4 

1.6 

0.50±2 

0.20 

Berkshire  Hathaway 

19 

very  high 

Vanguard  Index-Extended  Market 

17.1 

17.1 

0.25i2 

0.20 

General  Electric 

2 

low 

Vanguard  Index-Total  Stock  Market 

17.0 

04 

l.OOi2 

0.17 

Cadence  Design  Systems 

25 

very  high 

Vanguard  Index-Small  Cap  Stock 

17.1 

24.1 

none 

0.45 

AT&T 

2 

high 

Fidelity  Market  Index  Fund 

.j  y  Net  of  absorption  of  expenses  by  fund  sponsor. 

b:  Includes  back-end  load  that  reverts  to  distributor. 

'Sales  charge  waived  through  12/31/95.    2Annual  $10  maintenance  fee. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar.  Inc. 
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International  stock  funds 


Wayfarers  can  invest  abroacTseveral  ways.  One-stop  shop- 
pers and  those  who  want  to  minimize  their  number  of  fund 
holdings  (sec  p.  172)  may  wish  to  buy  a  global  fund,  which 
invests  both  in  the  U.S.  and  abroad.  Those  who  want 
unalloyed  exposure  to  non-U. S.  markets  will  prefer  a 
foreign  fund,  which  by  charter  keeps  most  of  its  assets 
overseas.  And  those  investors  who  want  to  target  stocks  in 


specific  regions  may  want  European  or  Pacific  funds.  Last 
come  precious  metals  funds,  whose  mining  stocks  tend  to 
be  based  outside  the  U.S.  To  determine  Best  Buys  among 
these  categories,  we  equally  weight  risk-adjusted  five-year 
performance  and  total  annual  ownership  costs  (defined  as 
operating  expenses  plus  one-fifth  of  the  maximum  up- 
front sales  charge). 


Performance 
UP  DOWN 
—markets— 


Fund/distributor 


Maximum  cumulative  loss 
%  period 


Lead  manager  (years) 


5-year  Hypothetical  Assets 
annualized  investment  6/30/95 
total  return        resultst  ($mil) 


Global 


B  B        USAA  Investment-Cornerstone  Fund/USAA 

Founders  Worldwide  Growth  Fund/Founders 
Fidelity  Worldwide  Fund/Fidelity 
A  C        Scudder  Global  Fund/Scudder 

B  A        New  Perspective  Fund/American  Funds 

C  A        Dreyfus  Global  Growth  LP/Dreyfus 

Fremont  Global  Fund/Fremont 
B  C        Lexington  Global  Fund/Lexington 

Janus  Worldwide  Fund/Janus 
Scudder  Global  Small  Company  Fund/Scudder 


-23.7%        9/87  to  11/87 


Multiple  managers  (4) 
Michael  Gerding  (5) 
Penelope  Oobkin  (5) 
Multiple  managers  (4) 
Multiple  managers  (7) 
Kelly  McDermott(l) 
Multiple  managers  (7) 
Multiple  managers  (1) 
Helen  Young  Hayes  (4) 
)le  managers  (2) 


9.2% 
13.9 

8.1 

8.7 
11.7 

6.6 

5.6 


$35,530 


152 

703 

1,170 

8.142 

119 

455 

62 

1,634 

231 


Foreign 


B 

B 

A 

C 

B 

C 

D 

B 

C 

C 

B 

C 

B 

B 

T  Rowe  Price  International  Stock  Fund/Price  -24.5  8/87  to  11/87  Martin  Wade  (15)  6.9  34,972                6,145 

USAA  Investment-International  Fund/USAA  — *  David  Peebles  (7)  7.9  344 

Vanguard  Intl  Growth  Portfolio/Vanguard  Richard  Foulkes  (14)  5.9  3,157 

Warburg  Pincus  Intl  Equity-Com/Warburg  — *  Richard  King  (6)  9.0  1,806 

Wright  International  Blue  Chip  Equities/Wright        — *  Multiple  managers  (6)  7.4  224 

Schroder  Capital-International  Equity/Schroder        — *  Multiple  managers  (3)  5.4  201 

Fidelity  International  Growth  &  Income/Fidelity        — *  — *  Richard  Mace  (1)  5.8  919 

Lexington  Worldwide  Emerging  Mkts/Lexington  -32.0  8/87  to  11/87  Multiple  managers  (1)  8.3  26.544                  315 

Vanguard/Trustees' Equity-lntl/Vanguard  -21.2  7/90  to  9/90  Multiple  managers  (12)  3.9  30,977                1,012 

Scudder  International  Fund/Scudder  -28.2  9/87  to  11/87  Multiple  managers  (5)  5.2  33,384               2,302 

Babson-Stewart  Ivory  Intl  Fund/Jones  &  Babson  John  Wright  (7)  6.7  65 

Fidelity  Overseas  Fund/Fidelity  —  *  John  Hicklmg  (2)  4.2  2,352 


European 


Vanguard  Intl  Equity  Index-European/Vanguard 
T  Rowe  Price  European  Stock/Price 
Fidelity  Europe  Fund/Fidelity 
Invesco  International-European/lnvesco 


George  Sauter(5) 
Martin  Wade  (5) 
Sally  Walden  (3) 

Multiple  managers  I 


8.0 
6.0 
5.6 
4.3 


839 
453 
475 
236 


Pacific 


D  C  Vanguard  Intl  Equity  Index-Pacific/Vanguard 

D  C  Nomura  Pacific  Basin  Fund/Nomura 

D  C  Japan  Fund/Scudder 

C  C  Invesco  International-Pacific  Basin/lnvesco 

Gold 

D  B  Vanguard  Special-Gold  &  Prec  Metals/Vanguard 

D  D  United  Services-World  Gold  Fund/United 

Benham  Gold  Equities  Index/Benham 

D  D  USAA  Investment-Gold  Fund/USAA 


-34.3 
-33.4 


7/90  to  7/92 
8/87  to  10/87 


George  Sauter  (5) 
IwaoKomatsu  (1) 
Multiple  managers  (7) 
Multiple  managers  (9) 


2.5 
'4.5 
-4.0 

1.7 


18,172 
27,056 


695 

78 

487 

186 


David  J  Hutchins  (8) 
Victor  Flores  (6) 
William  Martin  (3) 
Mark  Johnson  (1) 


6.6 
8.0 
5.0 
4.7 


601 
188 
582 
156 


•Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.    tValue  on  6/30/95  of  $  :0,000  investment  at  start  of  rating  period.    iDistributor  may  impose  purchase 
fee,  with  proceeds  reverting  to  other  fund  shareholders.  §Distributor  may  impose  redemption  fee  with  proceeds  reverting  to  other  fund  shareholders. 
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Weighted 

average 

P/E 


Median 

market  cap 

($bil) 


Maximum 
sales 
charge 


Annual 
expenses 
per  $100 


Largest 
country 
holding 


Portfolio 
turnover 


Risk 
level 


Fund 


23.4 
22.7 
20.4 
24.1 
21.1 
27.7 
23.5 
27.3 
21.6 
29.4 


$2.1 
3.2 
1.3 
9.3 

11.1 
5.8 

10.6 
3.1 

17.5 
0.7 


none 

none 

none 

none 

5.75% 

3.00 

none 

none 

none 

none 


$1.11 
1.65 
1.17 
1.37 
0.84 
1.40 
0.89 
1.61 
1.20 
1.75 


United  States 
United  States 
United  States 
United  States 
United  States 
United  States 
United  States 
United  States 
United  States 
United  States 


31%  low  USAA  Investment-Cornerstone  Fund 

54  average  Founders  Worldwide  Growth  Fund 

49  average  Fidelity  Worldwide  Fund 

30  low  Scudder  Global  Fund 

25  average  New  Perspective  Fund 

147  low  Dreyfus  Global  Growth  LP 

70  low  Fremont  Global  Fund 

83  average  Lexington  Global  Fund 

168  low  Janus  Worldwide  Fund 

48  average  Scudder  Global  Small  Company  Fund 


25.7 
27.1 
25.3 
26.8 
19.0 
27.4 
28.9 
19.5 
25.9 
28.2 
28.1 
27.1 


7.4 

5.7 
92 
6.3 
2.3 
7.8 
9.3 
1.5 
3.0 
7.4 
2.3 
6.2 


none 
none 
none 
none 
none 
none 
none 
none 
none 
none 
none 
none 


0.93 
1.19 
0.49 
1.38 
1.31 
0.99 
1.17 
1.65 
0.34 
1.19 
1.57 
1.08 


Japan 

Japan 

Japan 

Japan 

United  Kingdom 

Japan 

Japan 

Malaysia 

Japan 

Japan 

Japan 

Japan 


19  average  T  Rowe  Price  International  Stock  Fund 

44  average  USAA  Investment-International  Fund 

24  average  Vanguard  International  Growth  Portfolio 
23  average  Warburg  Pincus  Intl  Equity-Corn 

12  average  Wright  International  Blue  Chip  Equities 

25  average  Schroder  Capital-International  Equity 
131  low  Fidelity  International  Growth  &  Income 

80  high  Lexington  Worldwide  Emerging  Markets 

40  average  Vanguard/Trustees'  Equity— Intl 

46  average  Scudder  International  Fund 

60  high  Babson-Stewart  Ivory  Intl  Fund 

47  average  Fidelity  Overseas  Fund 


21.0 
20.2 
17.8 
19.0 


12.3 
7.8 
3.0 
8.2 


l.OOt1 
none 
3.00 
none 


0.32 
1.24 
1.16 
1.40 


United  Kingdom 
United  Kingdom 
United  Kingdom 
United  Kingdom 


6  high  Vanguard  Intl  Equity  Index-European 

18  average  T  Rowe  Price  European  Stock 

44  average  Fidelity  Europe  Fund 

84  average  Invesco  International-European 


42.3 
32.4 
43.0 
40.1 


12.3 
6.0 
4.2 
5.7 


l.OOt' 
none 
none 
none 


0.32 
1.38 
1.08 

1.42 


Japan 
Japan 
Japan 
Japan 


4  very  high  Vanguard  Intl  Equity  Index-Pacific 

49  average  Nomura  Pacific  Basin  Fund 

74  very  high  Japan  Fund 

41  average  Invesco  International-Pacific  Basin 


34.5 
42.1 
42.0 
39.3 


1.2 
0.7 
3.6 
1.4 


none§ 

2 

none 
none 


0.25 
1.59 
0.61 
1.24 


South  Africa 
Canada 
Canada 
Canada 


4  low  Vanguard  Special-Gold  &  Prec  Metals 

20  high  United  Services-World  Gold  Fund 

42  very  high  Benham  Gold  Equities  Index 

35  average  USAA  Investment-Gold  Fund 


Annual  $10  maintenance  fee.    2$10  account  closing  fee. 
Sources:  FORBES;  Lipper  Analytical  Services;  Mormngstar,  Inc. 
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Capital  Research: 
steak,  no  sizzle 

It  rarely  hits  the  top  of  the  charts;  its  managers  never  make  the  cover 
of  Money  magazine.  But  in  its  quiet  way  Capital  Research  does  very  well 
by  the  investors  who  have  entrusted  $120  billion  to  its  mutual  funds. 


By  Mary  Beth  Grover  and  Jason  Zweig 

THERE'S  A  touch  of  showbiz  in  the 
mutual  fund  business  today.  Box  of- 
fice attractions?  Their  fame  celebrated 
on  the  screen  and  in  ink,  fund  manag- 
ers like  Jeffrey  Vinik  of  Fidelity  Ma- 
gellan, Mario  Gabelli  of  the  Gabelli 
Funds  and  Michael  Price  of  Mutual 
Series  pull  in  the  customers.  What 
novice  investor  doesn't  want  his  mon- 
ey handled  by  a  star? 

That's  how  it  is  that  Vinik's  fund 
has  $47  billion,  up  from  $14  billion 
five  years  ago,  and  Michael  Price's 
funds  have  $11  billion,  almost  four 
times  what  they  had  when  he  took 
over  the  Mutual  Series  family  after  his 
mentor  Max  Heine  died  in  1988. 

Not  many  taxi  drivers  or  waiters 
would  recognize  any  of  the  people 
who  run  Washington  Mutual  Inves- 
tors Fund  or  Investment  Co.  of 
America  or  any  of  the  26  other  Ameri- 
can Funds  run  by  Capital  Research  & 


American  Funds 


Management  Co.  You  almost  never 
read  about  them,  and  they  aren't  fea- 
tured on  Wall  Street  Week.  Yet,  with 
$120  billion  in  mostly  equity  funds, 
Capita]  Research  is  now  the  fourth- 
largest  fund  family.  It  is  eclipsed  by 
leader  Fidelity's  $324  billion,  but 
runs  close  to  $155  billion  Vanguard 
and  $143  billion  Merrill  Lynch. 

There's  something  refreshingly 
old-fashioned  about  this  outfit — 
reminiscent  of  prudent  men  and  of 
responsibility.  But  it  is  no  stuff}'  Bos- 
tonian  trust  company.  Based  in  Los 
Angeles,  Capital  Research  is  the  fast- 
est growing  of  the  big  fund  families. 
Its  assets  have  quintupled  in  the  past 
five  years,  versus  a  tripling  at  Fidelity. 

For  years  FORBES  has  lectured 
about  the  virtues  of  no-load  funds, 
and  it  is  no  coincidence  that  four  of 
the  five  fund  families  featured  in  this 
year's  survey  do  not  charge  sales  corn- 


Company  profile 

Parent 

Address 


Capital  Group 

333  South  Hope  St. 

Los  Angeles,  CA  90071 

800-421-4120 

1931 

R.  Michael  Shanahan 


Telephone 

Founded 

Chairman 

m    afc.     ■ 
Number  of  funds  Assets  ($bil) 

3    Money  market  $3 

11    Bond  13 

9    U.S.  stock  75 

5    Foreign  &  global  stock         29 

Composite  10-yr  stock  fund  total  return     13.9% 

•Through  June  30. 


Top-performing  funds 

Name 

1-yr  Growth  Fund  of  America 

3-yr  Growth  Fund  of  America 

5-yr  Growth  Fund  of  America 

10-yr  EuroPacific  Growth  Fund 

Total  assets  (Sbil) 
160 


Annualized 
total  return* 

29.2% 
16.4 
13.4 
17.4 


120 

80 

40 

0 


.■III 

'91      '92      '93     '94      '95* 


-I 


missions.  But  we  made  an  exception 
for  the  American  Funds  load  family 
run  by  Capital  Research.  If  you  do 
need  the  helping  hand  of  a  broker 
when  you  buy  a  fund,  this  is  the  place 
to  shop.  Even  if  you  buy  funds  entire- 
ly on  your  own,  you  may  still  find  this 
family  attractive;  its  sales  loads  are 
waived  for  very  large  purchases. 

Many  broker-sold,  load-bearing 
funds  compete  with  the  no-loads  by 
disguising  high  sales  charges  with  exit 
commissions  coupled  with  stiff  annu- 
al ''distribution"  fees.  Not  Capital 
Research.  It  puts  its  commissions  in 
the  front  window.  It  charges  its  sales 
load  (a  maximum  5.75%)  at  the  front 
end — no  exit  fees  or  1%  12b- 1  distri- 
bution fees.  Its  portfolio  manage- 
ment fees  are  abnormally  low  and  its 
distribution  fee,  at  0.25%,  is  modest. 

Unlike  its  flashier  rivals,  Capital 
does  not  sell  sector  funds,  retail 
emerging  markets  funds,  adjustable- 
rate  mortgage  funds  or  short-term 
world  income  funds.  You  will  almost 
never  see  one  of  its  funds  featured  in 
the  Wall  Street  Journal's  list  of  12- 
month  leaders.  But  Capital  Re- 
search's long-term  results  are  impres- 
sive; four  of  its  funds  are  on  our 
Honor  Roll  (seep.  132). 

Big  as  it  is,  Capital  is  run  in  a 
collegial  style,  like  Wall  $treet  part- 
nerships in  the  old  days  or  smaller  law 
firms  today.  The  firm's  16  buildings 
around  the  world  have  virtually  no 
corner  offices,  and  Capital  Research 
has  no  chief  executive  officer.  We 
asked  an  executive  to  show  the  com- 
pany's organizational  chart.  The  ex- 
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ecutive   burst   out   laughing.    There 
isn't  one. 

While  Capital  has  no  prominent 
public  face,  it  is  by  no  means  a  faceless 
company.  It  is  cast  very  much  in  the 
image  of  Vice  Chairman  Jon  B.  Love- 
ace,  68,  whose  father  founded  Capi- 
tal in   1931    (see  box,  p.   150).  But 
Lovelace  has  never  "run"  the  firm  in 
any  conventional  sense  of  the  word. 
Only  in  1963,  when  he  was  36,  after 
id  refusing    to    head    the    firm    several 
]■  :imes,  did  Lovelace  accept  the  title  of 
^resident.   He  became  chairman  in 
1975,  but  let  at  least  one  other  execu- 
tive try  on  the  job  for  size  before 
inally  relinquishing  the  title  in  1993. 
a  rle  still  manages  several  billion  dollars 
n  four  of  the  firm's  funds. 

His  colleagues  credit  Jon  Lovelace 
vith  many  of  Capital's  innovations, 
ncluding  multiple  portfolio  manag- 
rs,  its  push  overseas  in  the  early 
960s  and  several  of  its  most  success - 
ul  funds.  But  "run"  the  company? 
v  The  idea  is  foreign  here.  We  put  it  to 
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Michael  Shanahan,  who  succeeded 
Lovelace  as  Capital  chairman.  "So 
who  runs  this  company?"  Shanahan 
repeated.  "Depends  on  the  topic.  It's 
always  somebody  different,  and 
sometimes  it's  ten  people  at  once." 

The  firm's  top  lawyer,  Paul  Haaga, 
describes  Lovelace's  approach:  "Even 
when  Jon  sees  the  answer  long  before 
everybody  else,  he  knows  there  will  be 
more  of  a  buy-in  to  the  decision  if  he 
bites  his  tongue.  So  after  everyone 
comes  around  to  his  point  of  view,  he 
says,  'Yes,  that's  a  good  idea.'  ' 

Lovelace's  daughter,  Carey,  a  writ- 
er, calls  him  "the  Buddhist  business- 
man." This  translates  into  an  intense 
dislike  of  hierarchy — hence  no  corner 
offices,  hence  no  star  managers. 

As  far  back  as  1958,  when  Capital 
was  managing  S274  million,  Lovelace 
worried  that  the  funds  might  get  too 
big  and  cumbersome.  In  that  year,  he 
suggested  an  experiment:  splitting 
the  assets  of  the  firm's  two  funds, 
Investment    Co.    of   America    and 


American  Mutual  Fund,  among  sev- 
eral stock  pickers.  Then,  in  1965,  he 
handed  a  piece  of  each  fund  to  the 
research  department  to  manage. 

Twenty-three  years  later  Lovelace 
subdivided  responsibilities  again.  Or 
rather,  he  encouraged  the  investment 
staff  to  do  so.  It  broke  itself  up  into 
what  later  became  three  groups  of 
about  25  analysts  and  stock  pickers 
each.  One  group  picks  stocks  mainly 
for  the  growth -stvle  funds;  one  for  the 
income-oriented  funds;  the  third  for 
the  foreign  funds.  So  there's  a  division 
of  labor,  but  there  are  still  no  stars  and 
not  even  any  lead  portfolio  managers. 
What  there  is  is  a  constant  flow  of 
ideas  and  a  collegial  system  for  evalu- 
ating them  with  a  yes,  no  or  maybe. 

This  contrasts  with  the  system  at, 
say,  Fidelity,  where  a  large  staff  of 
ambitious  analysts  compete  for  the 
attention  of  fund  managers,  but  each 
fund  has  one  portfolio  manager  (in  a 
few  cases,  two)  who  takes  full  respon- 
sibility for  successes  and  failures. 
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Capital  Research  President  James 
Rothenberg,  attorney  Paul  Haaga, 
Chairman  Michael  Shanahan  (above);  Vice 
President  Catherine  Ward,  portfolio  managers 
William  Grimsley  and  James  Lovelace  (right) 
They  manage  to  create  a  collegial  atmo- 
sphere without  squashing  individuality. 


At  Capital,  a  senior  portfolio  man- 
ager can  run  up  to  $5  billion  across 
nations  and  industries,  but  he  never 
runs  an  entire  fund.  Each  fund  is 
divided  among  3  to  12  managers,  and 
up  to  a  third  of  the  assets  goes  into  a 
pool  run  by  as  many  as  two  dozen 
analysts.  Thus  no  one  gets  too  big,  in 
money  or  ego.  "A  star  can  walk 
away,"  says  President  James  Rothen- 
berg. "And  how  many  Warren  Buf- 
fetts  are  there?  It's  difficult  to  build  a 
business  around  a  Buffett." 

Fund  investors  elsewhere  have 
learned  this  the  hard  way.  Those  who 
bought  Kemper's  Selected  American 
Shares  to  get  Donald  Yacktman's 
skills  were  out  of  luck  when  he  started 
his  own  firm  in  1992.  Investors 
heaved  $1.5  billion  at  Oppenheimer 
Main  Street  Income  &  Growth  Fund 
last  year  because  of  manager  John 
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Wallace's  hot  returns;  he  left  this  June 
to  run  Robertsqn  Stephens  Growth  & 
Income. 

Stars  can  not  only  walk  away;  they 
can  fall  to  earth,  as  Heiko  Thieme's 
shareholders  learned  in  1994,  when 
his  American  Heritage  fund  lost  35% 
after  gaining  41%  the  year  before. 

All  the  while,  Capital  Research 
manages  money  much  as  it  manages 
itself:  in  a  rigorous  give-and-take 
among  dozens  of  highly  intelligent 
people.  "We  don't  mind  two  opin- 
ions," says  Rothenberg.  "We  don't 
mind  if  one  portfolio  counselor  has  a 
lot  of  one  stock  when  the  others  have 
none."  Thus  Shanahan,  who  runs  $4 
billion  in  five  funds,  calls  himself  "a 
dividend  guy."  Jon  Lovelace  favors 
companies  with  both  rising  earnings 
and  dividends.  Analyst  and  portfolio 
manager  Gordon  Crawford  prefers 
media  companies  whose  managers 
have  far-reaching  ideas. 

This  is  not  exactly  a  committee 
approach.  Rothenberg  explains  the 
difference:  "Committees  have  trou- 
ble with  the  odd,  frail,  delicate  idea. 
Often  the  worst-sounding  ideas  are 
the  best,  but  they'll  never  get  through 


a  committee  that  has  to  reach  a  con-- 
sensus."  Capital  Research  makes  sum 
the  odd-sounding  idea  gets  heard  by 
giving  analysts'  ideas  as  much  atten- 
tion as  portfolio  managers'. 

How  does  Capital  keep  its  invest- 
ment staff  anonymous  and  happy  at 
the  same  time?  "The  first  rule,"  say; 
Shanahan,  "is  not  to  have  anybody  ir 
charge  of  the  prima  donnas.  You  can'i 
have  somebody  saying,  T'm  the  drivei 
and  you're  all  the  followers.'  "  Thus 
if  a  manager  has  an  idea  that  hi;- 
fellows  won't  buy,  there  is  nothing  tc 
stop  him  or  her  from  buying  it  with 
some  of  the  money  entrusted  to  hi: 
management. 

The  second  rule  is  to  pay  them  ven 
well.  An  analyst  or  young  stock  pick 
er,  according  to  recruiters  who  hav< 
tried  to  lure  them  away,  can  earn  a 
least  $2  million  a  year  in  salary  anc 
bonuses.  Those  bonuses,  to  encour 
age  long-term  thinking,  are  based  oi 
four-year  portfolio  results,  not  th( 
shorter  periods  common  at  othe 
fund  companies. 

The  third  and  probably  most  im 
portant  rule  is  to  turn  employees  intc 
owners.  Investment  bankers  estimate 
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"Every  big  company 
starts  small." 
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Fortune  500  companies  don't  start  as  multimillion- 
dollar  mega-corporations.  They  begin  small,  but 
work  hard  to  eventually  become  great  success  stories. 
Identifying  such  companies  using  hindsight  is  easy; 
finding  them  ahead  of  time  is  harder- and  a  lot 
riskier.  Enter  the  no-load  Berger  Small  Company 
Growth  Fund. 


Our  goal:  Seek 
out  the  Fortune 
500  companies  of 
tomorrow.  While 
our  performance 
numbers  don't 


The  Berger  Small  Company 
Growth  Fund 


%* 


31.5 


Total  rale  ol  return 

lor  trie  period  6/30/94 

to  6/30/95. 


15.5%* 

Annualized  total  rate 

ot  return  since  inception  on 

12/30/93. 


guarantee  future  results,  they  do  show  that  we've 
discovered  some  diamonds  in  the  rough. 

We're  looking  to  invest  in  some  of  America's  fastest 
growing  companies.  You  could  grow  with  them. 

Start  with  just  $250  and  $50  thereafter. 
Please  call  1-800-3334001,  Dept.  A13. 

We'll  send  a  prospectus  with  more  information  including  all  fees. 
Read  it  carefully  before  investing. 


Together  we  can  move  mountains.® 


'Performance  figures  cited  are  historical  and  include  changes  in  share  price  and  reinvestment  of  dividends  and  capital  gains,  which  will  fluctuate  so  that  shares,  when 
Source:  Upper  Analytical  Services,  Inc. 


may  be  worth  more  or  less  than  their  original  cost. 
©1995  Berger  Associates,  Inc. 
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The  Fidelity  Investor  Series,  Helping  You  Be  A  Better  Investor:  'Your  Financial  Securit 


Is  Your  Retireme 


"At  Fidelity  Investments,  we 
believe  that  you  should  take 
control  of  your  own  investments 
and  retirement  planning  " 


Regular  Savings  Can  Really  Add  Up1 


$300,000 
$250,000 
$200,000 
$150,000 
$100,000 
$50,000 
$0 


10  Years 


20  Years 


H  $100  Monthly  investment       □  $300  Monthly  Investment 

This  hypothetical  example  assumes  monthly  investments  of  $100  and  $300  in  a  tax- 
able account  at  an  8%  annual  rate  of  return.  Earnings  are  taxed  annually  at  the  36% 
federal  income  tax  rate.  It  does  not  reflect  actual  investment  in  any  Fidelity  mutual 
fund  or  product.  The  value  of  your  original  investment  may  be  worth  more  or  less 
when  you  sell  your  shares. 


Someone 


When  It  Comes  To  Your 
Retirement,  You  Need  More  Than 
Investments  — You  Need  To  Plan. 

For  many  investors  today,  retirement  is  both  the  most 
important  and  the  most  difficult  goal  to  plan  for.  And  that's 
not  surprising;  after  all,  few  people  know  just  what  it  will  take 
to  retire  the  way  they  want  to,  or  where  they  stand  compared 
to  what  they  may  need. 

At  Fidelity  Investments,  we  understand 
the  challenges  you're  facing.  We  also 
think  that  you  can  do  better  than  sim- 
ply accumulating  a  set  of  investments 
and  hoping  for  the  best.  To  us,  there's 
no  more  important  goal  than  planning 
for  a  comfortable  financial  future,  and 
committing  to  a  program  of  regular 
investing  is  a  great  way  to  start  (see 
chart  at  left).'  That's  why  we've  put 
together  a  set  of  tools  for  investors  that 
we  think  stands  alone  in  helping  you 
create  a  retirement  savings  strategy  you 
feel  is  right  for  you.  All  you  need  is  the 
desire  to  take  control  of  it  and  put 
these  tools  to  work. 


30  Years 
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For  a  retirement  fact  kit  and  more  complete  information  on  any  Fidelity  fund,  or  any  fund  available  through  FundsNetwork*  including  charges  and  expenses,  ca 

a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 

'Periodic  investment  plans  do  not  assure  a  profit  or  protect  against  loss  in  a  declining  market.  This  offer  applies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  directly  1 
Fidelity.  Fidelity  Magellan*  Fund,  Fidelity  New  Millennium™  Fund  and  Fidelity  Select  Portfolios"  are  excluded.  'Please  refer  to  the  FundsNetwork  Performance  Directory  for  more  del 
the  FundsNetwork  program.  All  fees  as  described  in  the  fund's  prospectus  still  apply.  '  For  Fidelity  mutual  fund  IRAs,  the  $  1 2  IRA  maintenance  fee  will  be  waived  for  each  mutual  fun 
account  with  a  balance  of  $2,500  or  more  on  the  valuation  date  prior  to  the  fee  collection.  'For  Fidelity  Brokerage  IRA  customers,  additional  fees  may  apply.  Call  for  details.  For  Fid 
Brokerage  IRAs,  the  $12  IRA  maintenance  fee  will  be  waived  for  each  mutual  fund  position  (Fidelity  and  non-Fidelity  funds,  including  Fidelity  Cash  Reserves)  with  a  balance  of  $2,500 
more  on  the  valuation  date  prior  to  the  fee  collection.  Thinkware  software  costs  $15  plus  $250  shipping  and  handling  and  sales  tax  where  applicable.  The  software  requires  an  IB) 
or  compatible  computer.  Call  for  specific  requirements.  Thinkware™  is  a  trademark  of  FMR  Corp.  IBM"  is  a  registered  trademark  of  International  Business  Machines  Corp.  Windows11 
trademark  of  Microsoft  Corp. 


;  or  I 


lanning  Waiting  For 
lake  Control? 


hy  Put  Your  Financial  Future 
Someone  Else's  Hands? 

ik  about  what  you  may  be  paying  in  sales  charges  or 
m  fees  to  someone  else  for  your  retirement  investments, 
he  investment  decisions  you've  made  on  the  recom- 
idation  of  someone  who  doesn't  know  your  needs  as 
as  you  do. 

At  Fidelity,  we  think  that  with  the  right  tools  and  infor- 
on,  you'll  make  your  own  best  decisions,  often  in  ways 
can  provide  a  better  value.  That's  why  we  offer  more 
1 50  no-load  funds  you  can  choose  for  your 
dity  IRA,2  as  well  as  hundreds  of  no-load  funds 
1  other  well-known 
panies  you  can  invest 
rough  Fidelity.'  It's  also 
we  have  a  new  IRA 
svaiver  to  help  you 
» more  of  your  retire- 
t  money  working  for 
'And  we're  always 
y  to  help  you  diversify' 
>nsolidate  your  portfo- 
>  get  the  most  for  your 
anent  investments. 


Planning  for  retirement  at  a  Fidelity  Investor  Center. 
Using  our  powerful  new  proprietary  Workstation  software. 
Fidelity's  Representatives  can  help  you  calculate  your 
retirement  needs  and  estimate  the  potential  effects  of 
inflation  and  taxes  on  your  investments  over  time. 


Call  Us  Anytime  For  These 
Helpful  Planning  Tools. 

We  think  that  we  can  help  you  take  better  control  of  your 
retirement  investing.  It's  because  we're  committed  to  the 
business  of  helping  you  reach  all  your  most  important 
financial  goals,  and  we  believe  we've  created  a  better  way 
to  invest  today. 

Our  tee  Retirement  Planning  Guide  or 
Retirement  Thinkuare™  software  ($15  plus 
shipping,  handling  and  tax)6  may  be  a  good 
place  to  begin.  They  can  help  you  start 
thinking  in  new  ways  about  your  needs 

and  choices.  Or  if  you  prefer, 

you  can  make  an  appointment 

or  stop  by  a  Fidelity  Investor 

Center  for  a  personal  review 

of  your  retirement  goals 

and  options.  You'll  know 

that  there's  never  any  sales 

pressure,  just  the  helpful, 

straight-forward 

information  VOU  need     0ur  Retirement  Planning  Guide 
uuui iiuuiun  yuu  nccu     and  Relirement  jhinkware'  (now 

tO  make  VOUr  OWn  available  in  Windows™)  can  pro- 

...  vide  helpful  information  in  planning 

Smart  decisions.  for  a  comfortable  financial  future. 


or  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-3021 

Via  the  Internet  httpyAvww.fid-inv.com 
Now  on  America  Online:  Call  1-800-438-3223  for  10  free  hours 
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Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  St..  Boston,  MA  021 10.  Member  NYSE,  S1PC.  Fidelity'  Distributors  Corporation. 
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that  Capital  Group,  the  parent  com- 
pany of  Capital  Research,  is  worth  $3 
billion  to  $5  billion.  (Capital  Group's 
two  other  main  units,  Capital  Guard- 
ian Trust  Co.  and  Capital  Interna- 
tional, manage  $45  billion  between 
them.)  In  1968  Jon  Lovelace  owned 
more  than  half  the  firm.  Today  he 
owns  barely  10%  of  it.  By  giving  some 
of  his  equity  to  others,  Lovelace  was, 
in  effect,  helping  build  a  better  orga- 
nization and  thus  enhancing  the  value 
of  his  remaining  equity. 

"Jon  Lovelace  has  given  away  more 
equity  than  all  but  the  top  10  or  20 
[mutual  fund]  firms  have,'1''  says  fund 
analyst  Michael  Lipper.  "He  has  sold 
it  to  his  employees  at  extremely  low 
valuations,  so  you  might  argue  he's 
left  a  lot  of  his  own  money  on  the 
table.  But  equity  is  the  main  compen- 
sation driver  for  the  senior  investment 
people.  He's  dumb  like  a  fox." 

Shanahan,  portfolio  manager  Wil- 
liam Newton  and  Capital  Group  In- 
ternational President  David  Fisher 
each  own  5%  to  10%  of  Capital.  Near- 
ly 300  employees  own  at  least  some 
stock.  They  may  never  turn  up  on 
CNBC  or  the  cover  of  Money,  but  who's 
complaining? 

Complaining?  One  gets  the  im- 
pression that  Capital  Research  re- 
gards the  best  publicity  as  no  publici- 
ty. That  attitude  has  relaxed.  But  only 
a  little. 

"Years  ago  we  wouldn't  talk  about 
the  system  with  anybody,"  says  Roth- 
enberg,  "because  we  were  afraid 
someone  would  steal  the  idea.  Now 
we're  convinced  most  other  firms 
would  explode  if  they  tried  it." 

He  may  be  right.  At  6:30  a.m.  in 
Los  Angeles,  a  two-hour  tug  of  war 
between  consensus  and  dissent  is  be- 
ginning. The  "G  unit,"  which  runs 
mainly  global  and  foreign  funds,  con- 
venes its  weekly  meeting. 

Sitting  on  vinyl  chairs  at  an  oblong 
oak-veneered  table,  auto  analyst 
Darcy  Kopcho  and  portfolio  counsel- 
or Robert  Lovelace,  Jon's  youngest 
son,  preside.  Three  analysts  from  the 
Tokyo  office  sit  in.  Another  20  ana- 
lysts and  portfolio  counselors  are  lis- 
tening in  from  Santa  Monica,  San 
Francisco,  New  York,  Atlanta,  Lon- 
don, Geneva  and  Tokyo.  The  group 
works  off  a  56-page  handout. 

Andrew  Suzman,  who  covers  Aus- 
tralia, says  he  will  be  selling  a  big  bank. 
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Good  Buys 

Fund 

Annual 

expenses 

per  $100 

Amcap  Fund 

$0.71 

American  Balanced  Fund 

0.68 

American  Mutual  Fund 

0.60 

Capital  Income  Builder 

0.73 

Fundamental  Investors 

0.68 

Growth  Fund  of  America 

0.78 

Investment  Co  of  America 

0.60 

New  Economy  Fund 

0.85 

New  Perspective  Fund 

0.84 

Washington  Mutual  Investors 

0.69 

Immediately  another  voice  cuts  in:  "I 
may  take  some  over  from  you." 

Sung  Lee,  in  from  Tokyo,  discusses 
his  nine-page  research  report  on  a 
Japanese  consumer  electronics  mak- 
er. Most  investors  have  tailed  to  note 
that  this  firm  can  easily  move  its  pro- 
duction outside  Japan  and  that  it  is 
slashing  overhead.  "I'm  buying  it  in 
EuroPacific  Growth  Fund,"  he  says, 
"and  looking  for  people  to  join  me  in 
New  Perspective  Fund."  Rob  Love- 
lace is  convinced:  "I'll  buy  some." 
From  San  Francisco,  one  of  the  firm's 
most  respected  investors,  William 
Grimsley,  concurs.  Lee  keeps  a  poker 
face,  but  he  is  elated.  "GRIMSLEY!"  he 
scrawls  on  his  notepad. 

Next,  a  philosophical  question: 
What  would  you  do  with  50%  more 
cash  tomorrow?  Analyst  Nicholas 
Grace,  in  from  Tokyo,  talks  up  metals 
stocks.  He  manages  $120  million, 
mostly  in  mining  companies.  With 
50%  cash,  he  says,  he  would  buy  more. 
He  makes  a  strong  case  for  a  promis- 
ing shortage  of  some  metals,  but  no 
one  else  steps  up  to  buy.  (Grimsley 
later  explains  that  analysts  who  can- 
not persuade  portfolio  counselors  to 
buy  with  them  are  urged  to  buy  more 
for  themselves:  "We  want  them  to 
say,  'I  really  believe  this,  doggone  it, 
and  I'm  gonna  show  you  guys.'  ") 

Isabelle  de  Wismes,  a  bank  analyst 
in  London,  says  she  has  almost  all  her 
assets  in  four  or  five  Spanish  and  Irish 
banks;  that's  where  she  would  put  the 
imaginary  cash.  Kopcho  and  Lovelace 
raise  their  eyebrows  at  each  other; 
Kopcho  whistles,  "Really  concentrat- 
ed, isn't  she?"  But  de  Wismes'  bet  is 


allowed  to  stand. 

While  Capital's  funds  tend  to  lag 
bull  markets,  and  while  their  returns 
have  recently  suffered  a  bit  from  ex- 
plosive asset  growth,  they  are  solid 
performers.  Over  the  past  ten  years, 
two  of  Capital's  seven  U.S.  stock 
funds  have  beaten  the  market,  as  did 
one  of  its  two  global  or  foreign  funds 
that  were  in  existence  for  the  whole 
period.  The  others  matched  the  mar- 
kets or  lagged  them  by  a  hair. 

The  American  Funds  usually  hold  a 
stock  for  five  years,  versus  the  industry 
average  of  one  year  or  so.  That  cuts 
trading  costs  and  keeps  analysts  from 
agonizing  over  quarterly  earnings. 

For  such  solid  results,  Capital  is 
extremely  modest  with  its  fees.  (All 
fund  performance  numbers  in  this 
magazine  are  net  of  annual  fees  but 
before  one-time  sales  commissions.) 
At  Investment  Co.  of  America,  Capi- 
tal's 0.26%  management  fee  generate* 
$59  million  annually  on  its  current 
$23  billion  in  assets.  Fidelity  Magel- 
lan, twice  the  size,  generates  nearly  six 
times  the  fees,  $350  million  annually 

Among  Capital's  top  holdings  by 
dollar  amount:  Time  Warner,  Bank- 
America,  Banc  One,  Xerox,  ampi 
Corp.  By  percentage  of  shares  out 
standing,  Advanced  Micro  Devices 
Delta  Air  Lines,  Picturetel  Corp.  anci 
Trenwick  Group  score  high. 

Why  do  brokers  sell  the  American 
Funds  when  they  can  often  earn  high 
er  commissions  from  house  funds  rur 
by  their  employers,  or  from  othei 
fund   groups?    Because   Capital   Re 
search  has  never  launched  gimmick) 
funds  that  embarrassed   brokers  by 
blowing  up  in  investors'  faces.  "The* 
money  is  managed  for  the  benefit  o 
the  shareholder,"  says  Capital's  sale: 
chief,  Mark  Freeman,  "but  our  cus 
tomer  is  really  the  broker." 

Listen  to  Ken  Hall  Barnett,  a  bro 
ker  at  A.G.  Edwards  &  Sons  in  Jack 
son,  Miss.,  who  sells  $2  million  to  $i 
million  worth  of  Capital  funds  annu 
ally:  "In  the  mid-1980s  our  brand 
sold  a  ton  of  option-income  and  gov 
ernment-plus  funds  that  ended  uf 
costing  clients  a  lot  of  money.  [Capi 
tal's]  funds  never  got  into  those  areas 
We  know  when  they  bring  out  a  nev 
fund  there's  a  real  purpose  to  it,  no 
just  to  chase  the  hot  money." 

The  typical  Capital  fund  investoL 
stavs  put  for  12  years — more  thai 
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"Cadillac's  Northstar  powertrain  system  is  a  gem. ..world  class..."  Popular  Mechanics 

the 


Seville  outsells  the  Lexus  LS  400  and  Infiniti  Q45  combined* 

The  Seville  SLS  is  the  only  sport  sedan  with  the  Northstar  System:  275-HP  V8 

100.000-MILE  SCHEDULED  TUNE-UP  •  COOLANT-LOSS  PROTECTION  •  ROAD-SENSING  SUSPENSION 

•  FULL-RANGE  TRACTION  CONTROL  •  ABS  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS 

the 


Count  on  Cadillac  this  summer  to  bring  you  a  new  Seville  SLS  with  the  Northstar  System 

at  its  lowest  lease  rate'of  the  year.-., 
just  $499  a  month  for  36  months  with  $499  down* 


For  more  information,  please  call  1-800-333-4CAD. 


499 

A   Month 


36 

Months 


499 


Down 


Seville    SLS 

Creating  A   Higher  Standard*, 

■s;C*ed  on  R.  L.  Polk  model  year  registrations  through  April  1995.  'FIRST  MONTH'S  LEASE  PAYMENT  OF  $499  PLUS  $525  REFUNDABLE  SECURITY  DEPOSIT  AND  CONSUMER  DOWN  PAYMENT  OF  $499  FOR  A 

[AL  OF  $1,523  DUE  AT  LEASE  SIGNING.  Tax.  license,  title  fees  and  insurance  extra.  You  must  take  retail  delivery  out  of  dealer  stock.  GMAC  must  approve  lease.  Payment  examples  based  on  a  1995  Seville  SLS: 

1,658  MSRP  including  destination  charge.  Your  payments  may  be  higher  or  lower.  Monthly  payment  is  based  on  a  capitalized  cost  of  $38,610  for  a  total  of         Always  wear  salety  belts,  even  with  air  bags.  ^^_ 

nthly  payments  of  $17,964.  Payments  may  be  slightly  higher  in  Alabama.  Connecticut,  Hawaii,  Rhode  Island.  Texas  and  Virginia.  Option  to  purchase  at*  lease    .  01995  CM  Corp.  All  rights  reserved  IHi'il 

^    (or  $25,322.  Mileage  charge  of  $.1 5  per  mile  over  36.000  miles.  Lessee  pays  for  excessive  wear  and  use.  See  your  participating  dealer  for  qualification  details.  CADILLAC,  SEVILLE,  NORTHSTAR,  *ta*M<s 
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twice  the  industry  average — amortiz- 
ing even  the  maximum  5.75%  sales 
load  down  below  0.5%  annually. 
Considering  that  the  average  Capital 
stock  fund  charges  just  0.77%  in  an- 
nua! expenses — versus  the  industry 
average  of  1.45% — these  funds  can 
work  out  cheaper  for  long-term  hold- 
ers than  even  many  no-loads. 

Capital's  loads  on  stock  funds  drop 
to  4.5%  for  investments  of  more  than 
$50,000,  to  3.5%  at  $100,000  and 
up,  to  2.5%  above  $250,000,  to  2% 
above  $500,000— and  hit  zero  at  $1 
million.  Buyers  can  aggregate  their 
own  purchases  over  time,  or  lump 
their  investments  together  with  those 
of  family  members,  to  hit  these  break- 


points. Capital's  funds  are  no-load  for 
large  401(k)  plans.  At  least  half  the 
firm's  customers  send  their  subse- 
quent investments  directly  to  Capital 
rather  than  go  through  their  brokers 
(the  proper  sales  charge  is  still  deduct- 
ed, however). 

What  happens  to  Capital  without 
Jon  Lovelace?  He  shows  no  signs  of 
slowing  down,  but  when  he  does,  the 
best  bet  is  that  the  firm  will  simply 
shove  many  feet  into  his  shoes.  As 
Shanahan  puts  it:  "Jon's  been  retiring 
for  30  years.  His  values  and  his  ap- 
proach to  the  process  have  been  trans- 
ferred a  long  time  ago.  Management 
at  Capital  is  a  process,  and  there  isn't 
any  one  guy  in  charge,  and  there 


wasn't  even  when  Jon's  title  might 
have  suggested  he  was." 

Maybe.  Alfred  $loan  thought  he 
had  stamped  his  management  style  on 
General  Motors  and,  presumably, 
Henry  Luce  thought  he  had  done  so 
at  Time  Inc.  But  their  successors  fol- 
lowed the  letter,  not  the  spirit,  of 
what  they  did. 

Whether  the  same  thing  can  hap- 
pen at  Capital  Research  remains  to  be 
seen.  For  the  immediate  future,  how- 
ever, Capital's  investment  style  is  a 
splendid  combination:  low  expenses, 
low  risk,  low  portfolio  turnover  and 
low  management  turnover. 

All  this,  plus  an  old-fashioned  sense 
of  integrity. 
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The  elusive 
Mr.  Lovelace 

"This  is  not  something  I 
like  to  do,"  said  Jon  Love- 
lace when  presented  with 
a  distinguished  service 
award  from  the  Clare - 
mont  Graduate  School  in 
1989.  He  gets  very  un- 
comfortable being  in  the 
spotlight.  He  declined  to 
be  interviewed. 

Says  friend  and  rival 
fundman  William  Berger  of 
Denver's  Berger  Asso- 
ciates: "That's  the  reason 
Jon's  been  such  a  success: 
because  he's  so  modest.  If 
you  don't  have  humility, 
the  market  will  teach  it  to 
you  the  hard  way." 

The  stock  market 
wasn't  Jon  Lovelace's  only 
teacher.  His  father  was 
Capital's  founder,  Jona- 
than Bell  Lovelace,  born 
in  1895  to  a  leading  Ala- 
bama logging  family. 
Starting  as  a  statistician  at 
E.E.  MacCrone  &  Co.,  a 
Detroit  broker,  the  elder 
Lovelace  made  a  killing  in 
the  1920s  bull  market  and 
cashed  out  in  1929. 

James  Lovelace,  Jon's 
eldest  son,  sums  up  his 
grandfather's  style:  "He 
believed  it's  important  to 
be  accommodating. 
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When  everyone  wants  to 
sell,  you  accommodate 
them  and  buy.  When  every- 
one wants  to  buy,  vou 
sell." 

Jonathan  Bell  Lovelace 
headed  to  Los  Angeles  and 
founded  Capital  Re- 
search &  Management  Co. 
in  1931,  and  in  1933 
took  over  a  closed-end  fund 
that  had  been  beaten 
down  in  the  crash,  Invest- 
ment Co.  of  America. 
Thus  was  the  elder  Love- 
lace present  at  the  virtual 
birth  of  the  mutual  fund  in- 
dustry with  the  passage  of 
the  Investment  Company 
Act  of  1940.  This  act 
banned  many  of  the  abusive 
sales  and  trading  practices 
of  the  1920s,  making  funds 
safer  for  investors. 

After  graduating  from 
Princeton  in  1950  with  a 
degree  in  economics,  Jon 
Lovelace  had  no  idea  of 
joining  his  father's  little 
investment  business.  He 
worked  in  personnel  at 
Lockheed  and  at  Pacific  Fi- 
nance Co.,  had  dabbled 
in  songwriting  at  college 
and  had  dreamed  of  be- 
ing a  painter  or  forest  rang- 
er. But  in  1951  Capital's 
assets  were  approaching 
$40  million — and  his 
father  needed  help 


Sometime  chairman  Jon  Lovelace 
Says  a  friend:  "If  you  don't 
have  humility,  the  market  will 
teach  it  to  you." 


"temporarily." 

As  it  turned  out,  Jon 
Lovelace  had  his  father's 
knack  for  numbers. 
"He's  a  human  calcula- 
tor," says  his  friend, 
Claremont  Graduate 
School  President  John 
Maguire. " 'Jan.  17, 1997,' 
Jon  will  say.  'Hmmm, 
that'll  be  a  Friday.'  He 
knows  that  six  months 
from  now  he  has  a  meeting 
with  so-and-so  at  4  p.m. 
And  he  can  compound 
numbers  over  time  in  his 
head." 


Olin  Robison  ,  presi- 
dent emeritus  of  Middle- 
bury  College,  says:  "Jon 
has  an  encyclopedic  knowl 
edge  of  markets.  He 
might  say,  'This  is  a  lot 
like  what  happened  in 
October  1927  and 
January  1939,  but  Au- 
gust 1954  was  different 
because.  .  .  .'  " 

Today  the  would-be 
forest  ranger  supports  the 
Sierra  Club,  the  Yosemite 
Fund  and  the  William 
Holden  Wildlife  Founda- 
tion, which  funds  conserva 
tion  in  Kenya.  The  frus- 
trated painter  collects  art  a 
home  and  in  the  office, 
where  Capital  owns  more 
than  1,650  works  by  at 
least  420  modern  painters 
and  photographers.  Jon 
Lovelace  is  also  a  trustee  o 
the  California  Institute  of 
the  Arts,  one  of  the  coun- 
try's hippest  art  schools. 
1     Though  his  net  worth 
exceeds  $300  million, 
Lovelace  lives  modestly. 
At  his  simple  stucco  house 
in  an  upper-middle-class 
neighborhood  of  Santa 
Barbara,  the  paint  is  peel- 
ing off  the  mailbox. 

Leo  Durocher  was 
wrong.  Not  all  nice  guys 
finish  last. 

-M.B.G.  and  J.Z.  ■ 
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NO    LOAD    INVESTORS: 


HAVE  YOU  GOT    . 

WHAT  IT  TAKES? 

(And  do  you  know  you  can  get  it  with  just  a  phone  call?) 


There's  no  magic  formulas  for 
investment  success,  but  you  now 
aave  access  to  some  of  the  most 
jseful  and  respected  professional 
kdvice  in  America.  It's  contained 
n  an  ALL  NEW  VIDEO: 


WHAT  IT  TAKES. 


WHAT  IT  TAKES  is  a  full  70 
minutes  long  and  is  packed  with 
solid  information,  reasoned 
opinion,  and  useful  tips  to  help 
guide  you  to  the  excellence  you 
deserve.  Your  video  host  is  Bob 
Markman,  President  of  Markman 
how  to  achieve  superior  long  term  Capital  Management,  an  industry 

RETURN  POTENTIAL  IN  A  NO  LOAD  PORTFOLIO 

leader   in    the   no   load   advisory 


field.  Bob  will  share  with  you  the 
professional  processes  he  uses  daily 
to  research,  analyze,  construct, 
and  monitor  state-of-the-art  no 
load  portfolios.  And  it's  all  pre- 
sented with  appealing  common 
sense,  candor,  and  good  humor. 

Best  of  all,  its  FREE! 


Your  chance  to  go  "one  on  one"  with  BOB  MARKMAN 

Markman  Capital  is  recognized  as  a 


leader  in  the  construction  and  manage- 
ment of  no  load  portfolios  for  both  indi- 
viduals and  institutions.  Louis  Ru key- 
set's Wall  Street  recently  called  CEO 
Robert  Markman  "one  of  the  nation's 
shrewdest  judges  of  no-load  mutual 
funds."  (February  1995). 


Markman's  respected  commentary  on 
funds  and  the  market  frequently  is  seen 
in  top  tier  publications  such  as  Bar- 
ron's, the  Wall  Street  Journal,  Fortune 
and  Worth.  Markman  Capital  Manage- 
ment manages  over  $300,000,000  in 
diversified  no  load  portfolios  for  thou- 
sands of  investors  across  America. 


call  1-800-232-4792  today  for  your  free  copy  of 

WHAT  IT  TAKES. 

HOW  TO  ACHIEVE  SUPERIOR  LONG  TERM 
RETURN  POTENTIAL  IN  A  NO  LOAD  PORTFOLIO 


Not  available  in  VT,  MO,  MA 


MARKMAN 

CAPITAL 


MANAGEMENT,  INC. 
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Fidelity: 

the  powerhouse 

Fidelity  Investments  combines  the  wide  selection  of  a  huge 
department  store  with  the  superior  quality  of  a  boutique. 


By  Jason  Zweig 


The  Boston-based  big  kahuna  of  the 
mutual  fund  business  offers  a  fund  for 
every  conceivable  need,  and  then 
some.  At  last  count,  Fidelity  managed 
$324  billion  across  223  mutual  funds. 
Want  a  fund  that  specializes  in  airline 
stocks?  British  pounds  sterling?  Mort- 
gage finance  companies?  Municipal 
bonds  issued  in  Michigan?  Fidelity 
has  them  all.  They  aren't  all  good 
investments,  but  they  are  there  if  you 
want  them,  so  you  can  do  one-stop 
shopping  at  Fidelity. 

Here's  the  surprise:  Despite  its 
huge  size,  Fidelity  delivers  in  spades 
when  it  comes  to  stock  picking. 
Among  23  fund  families  with  at  least 
$3.3  billion  in  equity  assets,  it  ranks 
first  in  composite  equity  performance 
over  the  past  ten  years,  with  a  return 
of  15.9%  a  year.  Contributing  might- 
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ilv  to  this  record  (since  we  use  a  year- 
by-year  asset  weighting  to  calculate  it) 
is  Fidelity  Magellan  Fund,  with  $50 
billion.  Many  skeptics,  Forbes  in- 
cluded, have  been  warning  investors 
that  the  day  would  come  when  this 
giant  would  get  simply  too  big  to 
outperform  the  market.  So  far  it 
hasn't  happened. 

Of  Fidelity's  18  diversified  U.S. 
stock  and  balanced  funds  in  existence 
since  1990,  13  have  beaten  the  Stan- 
dard &  Poor's  500-stock  index  over 
the  period.  Over  the  past  decade,  5  of 
1 1  Fidelity  funds  outperformed  the 
market.  Contrafund,  Growth  Com- 
pany, Magellan  and  Retirement 
Growth  each  beat  the  index  for  both 
periods.  For  investors  more  interested 
in  lowering  risk  than  in  raising  re- 
turns, Fidelity  Puritan  and  Fidelity 


Balanced  have  deliv- 
ered a  pleasing 
blend  of  low  volatil- 
ity, solid  returns  and 
economical  cost. 

However,  if  you 
are  afraid  of  tech- 
5~-»  nology    stocks,    be 

^S^v      warned  that  Fideli- 
~"      ty's  funds  are  heavi- 
ly    committed     to 
\  v  them.    Names    like 

JT Intel,    Oracle    Sys- 

tems and  Micron 
Technology  pop  up 
in  one  Fidelity  port- 
folio after  another. 
In  the  tech -stock1 
massacre  of  July  18 
and  19,  Fidelity  Ma- 
gellan lost  4.9%  of! 
its  value. 

But  Fidelity's  managers  do  not 
move  in  lockstep.  "We're  not  a 
monolith,"  says  William  Hayes,  who 
oversees  the  firm's  stock  funds.  "One 
of  our  managers  will  often  be  selling 
the  same  stocks  that  another  of  our 
managers  really  likes." 

While  Magellan  and  Contrafund 
have  around  40%  of  assets  in  tech 
stocks,  Alan  Leifer's  $1.2  billion  Fi- 
delity Trend  has  12%;  he  prefers  banks 
and  utilities.  Thomas  Sweeney  of  $  1 .7 
billion  Fidelity  Capital  Appreciation 
(Forbes,  June  5)  owns  no  tech  stocks 
at  all.  While  some  managers,  like  Brad 
Lewis  of  Fidelity  Disciplined  Equity. 
have  up  to  20%  of  assets  in  cash, 
others — like  Magellan's  Jeffrey 
Vinik — have  next  to  none. 
You  name  it,  Fidelity's  got  it. 
Is  there,  then,  even  such  a  thing  as  s 
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Some  Latin  American  investment 
opportunities  translate  better  tnan  others. 

Introducing  LTX- Options  on  me  Latin  15  Index. 
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The  more  you  understand  about  the  advantages  of  having  quick,  cost- effective  access 

to  a  rapidly  emerging  market  like  Latin  America,  the  more  you'll  appreciate  LTX. 

Because  now,  with  one  index  option  transaction,  you  can  translate  an 

opinion  on  the  Latin  American  market  into  a  position. 

The  Latin  1 5  Index  is  based  on  a  diverse  selection  of  NYSE-traded  ADR's,  ADS  s 

and  closed-end  country  funds  from  Argentina, Chile, Brazil, Mexico. 

And  as  part  of  the  CBOE  s  far-reaching  index  option  complex,  LTX  trades  on  a  floor 

that  currently  accounts  for  95%  of  all  index  option  contracts  traded  in  the  U.S. 

So  if  you'd  like  to  become  more  fluent  in  Latin  American  investing, 
call  1  -  800'OPTIONS  today  for  more  information. 

The  ChicagoBoard 

Options 

Exchange 

Expanding  the  world's  investment  options 

Options  involve  risk  and  are  not  suitable  for  everyone.  Prior  to  buying  or  selling  options,  an  investor  must  receive  a  copy  of 

Characteristics  and  Risks  of  Standardized  Options  from  their  broker  or  the  Chicago  Board  Options  Exchange,  400  S.  LaSalle, Chicago,  1L  60605. 

Latin  1 5  Index"  is  a  trademark  of  The  Chicago  Board  Options  Exchange,  Inc. 

Ol  995, The  Chicago  Board  Options  Exchange,  Inc 
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Fidelity  style  of  investing?  Yes.  Its 
managers  hunt  for  growth  at  a  good 
price,  trying  to  buy  stocks  whose  esti- 
mated earnings  growth  exceeds  their 
price/earnings  ratio. 

This  ceaseless  hunt  for  relative  val- 
ue causes  Fidelity  funds  to  do  consid- 
erable churning  of  their  portfolios.  In 
mid- 1992  Magellan  had  15%  of  assets 
in  health  care;  a  year  later  it  was  nearly 
zero,  but  it  had  16%  in  energy-related 
stocks.  By  mid- 1994,  Magellan  was 
27%  in  technology;  now  it's  46%. 
Portfolio  turnover  at  Fidelity's  funds 
tends  to  be  on  the  high  side,  often 
exceeding  100%. 

Be  careful  of  one  thing.  The  names 
of  Fidelity  funds  do  not  always  accu- 
rately describe  their  policies.  Among 
the  top  ten  holdings  at  Blue  Chip 
Growth,  for  instance,  are  such  smaller 
companies  as  Peoplesoft  and  Infor- 
mix. Among  Mid-Cap  Stock's  ten 
biggest  stakes  are  such  large-capital- 
ization stocks  as  Federal  National 
Mortgage  Association,  Fleet  Finan- 
cial and  rjr  Nabisco.  Fidelity  Low- 
Priced  Stock,  designed  to  invest 
mainly  in  stocks  priced  under  $25,  has 
2%  of  its  assets  in  IBM  (recent  close, 
104);  it  also  has  nearly  3%  in  priva- 
tized British  water  utilities.  Be  sure 
therefore  to  read  the  prospectuses  and 
study  the  portfolios  before  you  buy. 

Note,  too,  that  Fidelity  often  shuf- 
fles its  managers.  Since  1990,  for  ex- 
ample, Fidelity  Growth  &:  Income  has 
had  four  managers,  and  Fidelity  Value 
has  had  five.  But  returns  have  still 
stayed  high  at  both  funds. 

So  how  does  Fidelity  manage  to 
beat  the  stuffing  out  of  the  market? 
For  one  thing,  Fidelity  is  good  at 


Fidelity 


Company  profile 

Parent 

Address 


Telephone 

Founded 

Chairman 


Best  Buys 

Page 

Fund 

135 

Fidelity  Capital  &  Income 

135 

Fidelity  Ginnie  Mae 

135 

Fidelity  Global  Bond 

135 

Fidelity  Intermediate  Bond 

135 

Fidelity  S-T  Bond  Portfolio 

135 

Fidelity  S-T  World  Income 

136 

Fidelity  Mass  T-F— High  Yield 

136 

Fidelity  Ohio  T-F— High  Yield 

136 

Fidelity  T-F— Aggressive 

136 

Fidelity  T-F— Limited  Term  Munis 

136 

Spartan  Municipal  Income 

136 

Spartan  Short-Intermediate  Muni 

138 

Fidelity  Asset  Manager 

138 

Fidelity  Balanced 

138 

Fidelity  Convertible  Securities 

138 

Fidelity  Market  Index 

138 

Fidelity  Puritan 

138 

Fidelity  Utilities 

140 

Fidelity  Europe 

140 

Fidelity  Intl  Growth  &  Income 

140 

Fidelity  Overseas 

140 

Fidelity  Worldwide 

stock  picking;  the  renowned  Peter 
Lynch  himself  still  trains  and  oversees 
the  firm's  up-and-coming  analysts.  It 
spends  millions  on  whiz-bang  com- 
puters to  keep  its  fund  managers 
wired  into  the  latest  information.  And 
20  companies  visit  the  firm  each  day 
to  meet  with  Fidelity's  analysts  and 
managers. 

Fidelitv  has  also  mastered  the  art  of 
launching  new  funds  that  generate 
maximum  returns  early  in  their  life- 
times (Forbes,  Aug.  29,  1994).  Its 
overall  buying  power  may  help  boost 


Number  of  funds 

48    Money  mark 

67    Bond 

90    U.S.  stock 

18    Foreign  &  global  stock  9 

Composite  10-yr  stock  fund  total  return 

'  Through  June  30. 


R  Corp. 
;2  Devonshire  St 
Boston,  MA  02109 
800-544-8888 
1946 
Edward  C.  Johnson  III 

Assets  ($bil) 

26 
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Top-performing  funds 


15.9% 


Name 
yr  Emerging  Growth 
3-yr  Emerging  Growth 
5-yr  Contrafund 
10-yr  Contrafund 

Total  assets  (Sbil) 
400 
300 
200 
100 
0 


Annualized 

total  return* 

j       45.7% 

I      24.1 

20.1 

19.4 


returns,  in  a  self-fulfilling  prophecy. 

Another  reason  Fidelity  excels,  at 
least  in  bull  markets,  is  that  the  firm  is 
more  adventurous  than  most.  Eric 
Kobren,  executive  editor  of  Fidelity 
Insight,  a  newsletter  in  Wellesley 
Hills,  Mass.,  finds  that  Fidelity's  per- 
formance correlates  most  closely  not 
with  the  blue-chip  s&P  500  but  rather 
with  a  45-45-10  blend  of  blue  chips, 
small  stocks  and  foreign  stocks.  Pre- 
sumably, the  latter  two  are  less  effi- 
cient markets,  and  this  is  where  Fideli- 
ty's research  expertise  can  add  greater 
value. 

Fidelity's  weakness  is  bond  funds. 
While  most  of  the  firm's  fixed-income 
portfolios  are  run  at  reasonably  low 
cost,  their  performance  has  been  gen- 
erally uninspiring — and  sometimes 
embarrassing,  as  when  Fidelity  New 
Markets  Income,  which  invests  in 
Third  World  debt,  lost  16%  in  1994. 
The  pick  of  the  litter  is  Fidelity  Capital 
&  Income,  a  top-performing  junk, 
bond  fund  that  specializes  in  bank- 
rupt and  distressed  securities. 

If  you  buy  your  stock  funds  at' 
Fidelity,  you  might  want  to  shop  at 
Vanguard  for  bond  funds. 

If  you  move  money  around  at  Fi- 
delity, be  careful  with  its  sales  loads. 
Exchanging  from  one  of  its  load  funds 
into  one  of  its  no-loads,  then  switch 
ing  back  later,  can  lead  to  confusio 
(Forbes,  Aug.  30, 1993). 

Do  not  confuse  Fidelity's  regula 
funds  with  the  22  members  of  the  $18 
billion  Fidelity  Advisor  family.  Tht 
latter  funds  are  essentially  clones  o 
existing  Fidelity  portfolios,  but  the) 
can  be  purchased  only  through  a  bro 
ker,  who  will  charge  a  sales  load  of  ur 
to  4.75%  and  then  extract  an  annua 
distribution  charge  of  0.65%  in  perpe 
tuity.  Unless  you  absolutely  feel  yoi 
need  a  salesman's  help  in  picking 
these  funds  make  no  sense. 

The  typical  minimum  investmen 
for  a  Fidelity  fund  is  $2,500  for 
taxable  account  and  $500  for  an  ira 
Fidelity  also  operates  a  fund  shoppin; 
mall  akin  to  that  of  Charles  Schwab  8 
Co.  (seep.  160),  wherein  you  can  holi 
funds  from  a  mix  of  vendors  through 
single  account,  minimizing  papei 
work.  The  Fidelity  no-fee  shoppin 
mall  lacks  many  excellent  funds  aval' 
able  at  Schwab's,  but  it  has  one  larg 


and   first-class   group    that 
doesn't:  the  Fidelitv  family. 


Schwa 


fe 
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If  you 
savor  growth 
and  security, 
we  give  you  an  edge. 


The  Principal  Edge.® 

A  diverse  assortment,  rolled  into  one. 

Whatever  the  flavor  of  your  personal  financial 
strategy,  the  diverse,  global  companies  of 
The  Principal  Financial  Group®  have  just  the 
assortment  you  want. 

A  complete  package  of 
annuities.  Our  new  tax-deferred 
variable  annuity  is  one  example. 
Choose  from  ten  different  investment 
options,  plus  a  fixed-rate  account.  And 
there  are  flexible  withdrawal  options  as 
well  as  a  death  benefit  feature. 

Stock  brokerage  and  a  variety  of 

mutual  funds.  The  Princor  family  of  mutual 

funds  provides  customers  with  flexible  investment 

options  and  convenient  account  access.  With  recent 

acquisitions,  Principal  Financial  Securities  now  has  over 

600  Investment  Consultants  in  63  offices  throughout15  states. 

Wrap  up  an  edge  on  your  future.  With  over  $48  billion  in 
assets  under  management,  The  Principal®  has  become  one  of  the  world's 
strongest  financial  services  organizations,  serving  8.9  million  people 
The  Pnncipal.  Your  edge  on  the  future.  Call  1-800-986-EDGE  (3343)  Ext  1004 


the 


.n 


Financial 
Group 


\  fe  and  Health  Insurance  •  4<M(k) .  Home  Mortgages  •  Mutual  Funds  •  HMO/PPO 
1  Stock  Brokerage  •  Annuities 
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T.  Rowe  Price: 
the  globe-trotter 


If  you  want  to  invest  abroad, 
Baltimore  is  a  good  place  to  do  it. 


By  Mary  Beth  Grover 

The  T.  Rowe  Price  no-load  family 
fits  roughly  midway  between  Fideli- 
ty's sky-high  performance  and 
Vanguard's  rock-bottom  expenses. 
Its  65-fund  lineup,  encompassing 
$43  billion  in  assets,  offers  generally 
low  risk  and  good  performance  at 
below-average  cost.  T.  Rowe  Price's 
strong  suits  are  foreign  and  small 
stocks. 

The  firm's  flagship,  T.  Rowe  Price 
International  Stock  Fund  (assets, 
$6.2  billion),  is  its  finest  offering 
Founded  in  1980,  International 
Stock  is  one  of  the  oldest — and 


best-performing — foreign  funds.  It 
appears  on  the  Forbes  Honor  Roll  for 
the  sixth  consecutive  year,  a  tribute  to 
its  strength  in  bear  markets;  better 
yet,  it  is  also  a  Forbes  Best  Buy,  with 
low  annual  expenses  of  just  under  1%, 
well  below  those  of  the  average  for- 
eign fund. 

International  Stock's  17.4%  com- 
pound annual  return  over  the  past 
decade  puts  it  in  a  tie  with  the  legend- 
fib        ary  Sir  John  Templeton's  Tem- 
pleton  Foreign  Fund.  But  the 
T.   Rowe   Price   fund   comes 


maximum  sales  charge. 

A  racier  younger  sibling,  $374  mil- 
lion T.  Rowe  Price  International  Dis- 
cover)', invests  in  small  stocks  over- 
seas. Like  International  Stock,  it  is  run 
by  Price's  joint  venture  with  Robert 
Fleming  Holdings,  one  of  the  oldest 
international  money  managers  in 
Britain.  Stung  by  its  higher  stake  in 
emerging  markets,  this  fund  has  yet  to 
pay  off,  with  a  return  of  just  0.8%  per 
year  for  the  five  years  ended  June  30. 
It  was  off  5.8%  the  first  half  of  1995. 


Now  might  be  a  good  time  to  buy  in. 

T.  Rowe  Price  ventures  overseas 
with  bonds  as  well  as  stocks.  Its  $946 
million  International  Bond  Fund  has 
the  top  performance  of  any  global 
bond  fund  for  the  past  five  years — at 
below-average  cost. 

We  question  the  wisdom  of  owning 
foreign  bonds  at  all;  you  can  get  all  the 
foreign  currency  diversification  you 
need  by  buying  a  fund  that  owns 
foreign  stocks.  But  if  you  do  want 
foreign  bonds,  then  this  is  the  place  to 
buy  them. 

Here  at  home,  however,  T.  Rowe 
Price  is  less  inspiring.  Not  one  of  its 
domestic  funds  has  beaten  the  Stan- 
dard &  Poor's  500  stock  index  over 
the  last  ten  years. 

But  that's  partly  because  T.  Rowe 
Price  specializes  in  small  company 
stocks,  an  area  that  was  out  of  favor  for 
much  of  the  1980s.  Over  the  longer 
term  a  different  picture  emerges. 

The  founder,  Thomas  Rowe  Price 
Jr.,  was  a  pioneer  in  the  no-load  field. 
He  was  also  a  pioneer  in  the  growth 
stock  field.  He  died  in  1983,  17  years 
after  selling  his  money  management 
business  to  his  employees.  Price's  suc- 
cessors may  not  be  his  equals,  but  one 
of  the  funds  he  started,  New  Hori- 
zons, has  averaged  11.6%  per  year 
over  35  years,  edging  out  the  broader 
market  by  0.8%  annually. 

Small  stocks  often  outperform  their 
larger  brethren  in  five-to-seven-year 
cycles.  Because  T.  Rowe  Price  New 
Horizons  is  one  of  the  oldest  small 
company  stock  funds  around,  it's  of- 
ten used  as  a  market  indicator  by 
investment  professionals:  When  the 
average  price/earnings  ratio  of  the 
stocks  in  New  Horizons'  portfolio 
reaches  twice  that  of  the  s&P  500,  it's 

Itime  to  bail  out  of  small  company 
stocks.  It's  1.3  now,  suggesting  that 
small  stocks  are  not  overvalued  in 
relation  to  large  stocks. 

A  less  risky,  and  slightly  less  reward- 
ing, way  to  play  small  companies  is  T. 
Rowe  Price  Small-Cap  Value  Fund 
(Forbes,  May  8).  Over  the  past  five 
jyears,  with  a  compound  annual  return 
of  14.3%,  it  has  captured  87%  of  the 
return  of  New  Horizons  with  just 
about  half  the  risk. 

T.  Rowe  Price  Equity  Income 
Fund,  which  invests  in  dividend-pay- 
ing large  stocks,  is  a  strong  counter- 
weight to  all  this  small  stock  and 
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T.  Rowe  Price 


Company  profile 

Pare 
Address 

Telephone 

Founded 

President 

Number  of  funds 


Rowe  Price  Associates 
100  E.  Pratt  St. 
Baltimore,  MD  21202 
800-638-5660  Erf 

1937 
George  J.  Collins 


Top-performing  funds 


Assets  ($bil) 


7    Money  market 
30    Bond 
21    U.S.  stock 

7    Foreign  &  global  stock 
Composite  10-yr  stock  fund  total  return 

,h  June  30 


international  fare.  It  has  compounded 
at  13.3%  over  the  past  five  years  and  is 
one  of  the  least  risky  of  its  conserva- 
tive genre.  T.  Rowe  Price  Growth  & 
Income,  one  notch  higher  on  the  risk 
scale,  is  also  a  decent  performer  with 
relatively  low  costs. 

T.  Rowe  Price  Science  &  Technol- 
ogy is  the  firm's  riskiest  domestic  fund 
and,  recently,  its  best  performer.  (Be- 
cause it's  a  sector  fund  specializing  in 
one  industry,  this  fund  does  not  ap- 
pear in  the  company  profile  box 
above.)  This  $1.7  billion  portfolio, 
the  industry's  largest  technology 
fund,  comes  with  high  risk.  But,  un- 
like such  rivals  as  Fidelity  Select- 
Technology  and  Seligman  Commu- 
nications &  Information,  the  Price 
fund  is  a  no-load. 

At  the  opposite  end  of  the  spectrum 
is  another  creation  of  the  founder,  T. 
Rowe  Price  New  Era  Fund,  which 
invests  in  such  hard  assets  as  timber, 
mining  and  energy.  With  a  com- 
pound annual  return  of  8.2%  over  the 
past  five  years,  New  Era  has  beaten  the 


Best  Buys 

Page 

Fund 

135 

T  Rowe  Price  GNMA 

135 

T  Rowe  Price  Intl  Bond 

135 

T  Rowe  Price  New  Income 

136 

T  Rowe  Price  T-F  High  Yield 

136 

T  Rowe  Price  T-F  Income 

136 

T  Rowe  Price  T-F  Short-lntermed 

138 

T  Rowe  Price  Balanced 

138 

T  Rowe  Price  Equity  Income 

138 

T  Rowe  Price  Science  &  Tech 

140 

T  Rowe  Price  European  Stock 

140 

T  Rowe  Price  Intl  Stock 

Name 
f-yr  New  Horizons 
3-yr  New  Horizons 
5-yr  New  Horizons 
10-yr  International  Stock 

Total  assets  ($bil) 


Annualized 
total  return*v 

37.9% 

24,0 
16.4 
17.4 


average  natural  resource  fund  by  over 
three  percentage  points  annually.  It's 
a  good  inflation  hedge  that  could 
continue  to  underperform  the  market 
if  inflation  stays  subdued. 

Close  to  one-quarter  of  T.  Rowe 
Price's  assets  are  in  bond  funds. 
Noteworthy  performers  include 
Best  Buys  T.  Rowe  Price  gnma,  T. 
Rowe  Price  International  Bond  and 
T.  Rowe  Price  New  Income.  A  good 
number  of  its  municipal  bond  funds 
are  also  solid. 

If  you  can't  decide  which  fund  to 
buy,  T.  Rowe  Price  will  do  it  for  you 
by  dividing  your  money  among  its 
Spectrum  funds  of  funds.  The  firm 
does  not  lew  a  separate  management 
fee  for  this  service;  it  merely  collects 
its  regular  fee  from  each  of  the  under- 
lying funds. 

T.  Rowe  Price  Spectrum  Growth 
splits  your  money  among  six  Price 
stock  funds,  plus  one  money  market 
fund.  Spectrum  Income  is  split  across 
five  bond  funds,  the  Equity  Income 
Fund  and  a  money  market  fund.  As 
market  conditions  appear  to  warrant, 
the  manager  of  each  bundle  of  portfo- 
lios will  shift  assets  from  whichever 
funds  he  thinks  are  less  promising  into 
the  funds  he  thinks  have  more  poten- 
tial. Of  course,  you  can  make  these 
decisions  yourself  by  buying  the  un- 
derlying funds  a  la  carte. 

T.  Rowe  Price's  minimum  invest- 
ment is  $2,500  per  fund.  Says  the 
company's  chief  executive,  George 
Collins:  "We're  known  for  providing 
consistently  above-average  perfor- 
mance without  incurring  above-aver- 
age risk." 

A  fair  enough  description.  H 
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It  Has  Leather  In  Places  Luxuja 


In  the  first  place,  the  all-new  Chrysler  Town  &  Country  LXi 
has  eight-way  power  front  seats  that  are  trimmed  in  leather.  Both 
served  by  standard  air  conditioning  and  dual-zone  temperature  controls, 

with  which  driver  and  front  passenger  can     

establish  individual  interior  climate  zones.                 Introducing  T/l6  /KlrhJcW 
The  dnver's  seat  will  remember  two  drivers'           CkrysleT  ToWTl  &  CoUUtTy 
favorite  positions.  Well  within  arm's  length     


And  to  further  coddle  these  seats'  occupants,  airflow  comfort  co; 
are  readily  at  hand. 


In  the  third  place  (note  that  the  average  luxury  car  ran  ou\  Hindu 

places  sometime  in  the  previous  parag  inm 

is  a  new  comfort-engineered  bench  < 
Trimmed  in  leather,  of  course.  This  b<  i»dij 
seat  is  also  one  of  our  new  industry-ex  fin 


are  power  windows,  door  locks  and  exterior  mirrors  (also  with  memory) 
as  well  as  a  standard  AM/FM/CD/cassette  and  ten-speaker  Infinity 
Acoustic  10™  sound  system. 

In  the  second  place,  Quad  Command  bucket  seats  are  standard. 
Trimmed  in  leather.  With  armrests,  head  restraints  and  recliner  backs. 
Their  backs  fold  forward,  too,  to  serve  as  tables  (with  cup  holders). 


Easy  Out  Roller  Seats™  It  can  be  easily  raised  up  on  wheels  and  is 
into  a  choice  of  positions,  or  rolled  back,  lifted  out  and  rolled  av  ■  tj 
altogether  to  make  room  for  more  cargo.  Ik 

The  sum  of  these  places  is  a  luxury  vehicle  with  passenger  <  ■  ItrT 
unrivaled  by  any  luxury  car  short  of  a  limousine.  And  with  the  s  { 
removed,  more  cargo  space  than  any  other  minivan. 


Mm 


tAlways  wear  your  seat  belt.  "Excludes  sunscreen  glass.  Infinity  Acoustic  10"  is  a  registered  trademark  of  Infinity  Sound  Systems. 


lotim 

L 
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Chrysler  Town  &  Country  LXi  interior  shown. 


// 


iArs  Don't  Even  Have  Places. 


Yet  one  thing  we  did  not  look  upon  as  a  luxury,  nor  limit  to 

your  safety.  So  Town  &  Country's  standard  safety 
:,  es  include  four -wheel  ABS,  dual  front  air 
3 dynamic  side-impact  protection,  four 

■adjustable  outboard  shoulder 
ibises  and  more.  Indeed, 
=1  ler  Town  &  Country  LXi 
i  s  1998  federal  passenger 
Acety  standards' 

The  luxurious  all-new  1996 
j  fer  Town  &  Country  LXi.  Anyplace  you 

I  it  is,  quite  simply,  the  ultimate  minivan. 

WO'4'A'CHRYSLER  for  more  information. 


Chrysler  Town  &  Country 


The  Ultimate 


ma 
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Charles  Schwab: 
the  matchmaker 

If  you  own  funds  from  a  medley  of  sponsors,  you  will  get  buried 
in  paperwork.  A  cure  for  this  problem:  Schwab  OneSource. 


By  Mary  Beth  Grover 


Charles  Schwab  &  Co.  isn't  a  fund 
family  in  the  traditional  sense;  Schwab 
has  sired  only  ten  funds  of  its  own. 
Call  it  an  adoptive  family. 

Through  Schwab  OneSource,  in- 
vestors can  shop  among  358  funds 
from  45  families  without  paying  any 
loads  or  transaction  fees.  Among  the 
fund  families  doing  lots  of  business 
with  Schwab  are  Janus,  Invesco, 
Twentieth  Century,  Neuberger  & 
Berman  and  Strong. 

Mind  you,  you  could  buy  these 
funds  directly  from  the  sponsors 
yourself.  What  does  Schwab  add?  It 
speeds  up  the  process  and  saves  you 
reams  of  paperwork.  Fidelity  Funds 
Network  (assets,  $2.5  billion)  and 
Jack  White  Mutual   Fund  Network 
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(assets,  $1  billion)  are  similar  pro- 
grams. But  Schwab  got  there  first, 
and,  with  $18  billion  in  assets, 
OneSource  is  the  largest  of  these 
"no-transaction-fee"  families  of  fund 
families. 

With  a  single  phone  call  you  can 
transfer  assets  from  any  OneSource 
fund  to  any  other  at  no  cost.  Mini- 
mum investment:  $1,000  per  fund 
(higher  at  some  funds).  OneSource 
investors  receive  a  consolidated  ac- 
count statement,  useful  at  tax  time. 
Schwab  also  provides  cost-basis  ac- 
counting to  ease  tax  calculations. 

A  service  like  this  is  tailor  made  for 
tax  swaps.  Say  interest  rates  shoot  up 
and  your  Dreyfus  Intermediate  Mu- 
nicipal Bond  Fund  dives  in  price.  You 


don't  want  to  sell  out  at  what  may  be 
market  bottom,  but  you  do  want  t 
take  a  tax  loss.  So  you  just  call  u 
Schwab  and  switch  from  the  Dreyfia 
fund  into  Benham  National  Tax-Fre 
Intermediate  Term  Fund. 

For  tax-  purposes  these  very  simik 
funds  are  not  viewed  as  the  sam 
investment  and  thus  the  switch  won 
run  afoul  of  a  tax  rule  on  wash  sale 
You  get  your  capital  loss  deductio 
and  you  don't  miss  out  on  a  mark< 
rebound. 

The  Schwab  fund  mall  also  mak< 
sense  if  you  aren't  persuaded  that  ar 
one  sponsor  is  a  master  of  all  trade 
You  want  to  patronize  one  shop  f( 
domestic  stocks,  another  for  mimic 
pal  bonds  and  a  third  for  small  stock 

Forbes  ■  August  28,  19* 
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Franklin  Income  Fund 


Plan  For  Income  Today 
And  Growth  For  Tomorrow, 


Many  people  think  of  investments  as 
either  income-oriented  or  growth-oriented. 
Franklin  Income  Fund  is  designed  to  provide 
you  with  both.  The  fund  has  paid  dividends 
without  interruption  for  more  than  45  years. 
Of  course,  past  performance  does  not  guarantee 
future  results. 

With  its  diversified  portfolio  of  common 
stocks  and  bonds,  the  Franklin  Income  Fund 
seeks  to  provide  you  with: 

♦  High  Current  Income^ 

♦  Long-Term  Growth 

*  Professional  Management 

*  Low,  $100  Initial  Investment 

Mail  in  the  postage-paid  card  or  call  Franklin 
today  for  a  free  brochure. 


tHigh  yields  reflect  the  higher  credit  risks  associated  with  certain  lower-rated  securities  in  the fund's  portfolto 
and,  in  some  cases,  the  lower  market  prices  Jor  these  instruments. 
Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 

342-FUND 
Ext,   F268 


Franklin  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

%90J-/  I  would  like  a  free  prospectus 
containing  more  complete  information  on  the 
Franklin  Income  Fund,  including  sales 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

\Z\   I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City 

State/Zip 

Daytime  Phone 


F  R  A  NJ  K  L  I  NJ 


A  Member  of  the  $121  Billion  Franklin  Templeton  Group 
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Then  OneSdurce  may  be  the  answer. 
The  main  drawback  is  that  many  good 
fund  sponsors  (including  Fidelity  and 
T.  Rowe  Price )  don't  offer  their  funds 
through  Schwab  OneSource. 

One  that  does,  Neuberger  &  Ber- 
man,  is  a  fine  manager  of  large  stocks 
as  well  as  taxable  bonds;  but  its  sole 
foreign  fund  has  a  short  record.  Oak- 
mark  International  and  Warburg  Pin- 
cus  International,  both  available 
through  Schwab  OneSource,  help  fill 
that  gap.  Dreyfus  is  strongest  in  mu- 
nicipal bond  funds;  Twentieth  Cen- 
tury and  Founders  add  greater  choice 
among  small-stock  funds. 

Schwab  OneSource  even  has  a 
broad  menu  of  specialty  funds  like 
Invesco  Strategic  Technology,  Amer- 
ican Gas  Index  and  Benham  Utilities 
Income. 

Who's  paying  for  this  seemingly 
free  lunch?  The  participating  funds, 
which  hand  over  to  Schwab  an  annual 
fee  equal  to  0.25%  to  0.35%  of  the 
assets  Schwab  has  raised  for  them. 
Since  Schwab  does  much  of  the  trans- 
action processing,  the  funds  save  a  lot 
on  transfer  agent  charges  and  so  can 
afford  to  reward  Schwab. 

Might  some  fund  companies  pass 
these  costs  along  to  investors  by 
raising  their  expense  ratios?  Schwab 
retorts  that  not  one  fund  participat- 
ing in  the  program  has  raised  its 
expenses  yet.  Still,  it  seems  fair  to 
wonder  whether  Schwab's  fees 
might  prevent  some  funds  from  low- 
ering their  expenses  until  they  grow 
much  bigger. 

Schwab  OneSource  does  attempt 
to  discourage  hectic  trading  by  mar- 
ket timers  who  want  to  jump  in  and 


Schwab  OneSource 


A  Best  Buy  sampler 

Page  Fund 

135  Benham  European  Government  Bond 

135  Benham  GNMA  Income 

135  Benham  Target  Maturities— 2000 

135  Benham  Treasury  Note 

135  Dreyfus  100%  US  Treasury  S-T 

135  Federated  High  Yield  Trust 

135  Janus  Flexible  Income 

135  SteinRoe  Intermediate  Bond 

136  Benham  Calif  Municipal  High-Yield 
136  Benham  Calif  T-F  Intermediate 

136  Dreyfus  Intermediate  Muni  Bond 

136  Dreyfus  Short-Intermediate  Muni  Bond 

138  Invesco  Strategic— Health  Sciences 

138  Invesco  Strategic— Technology 

138  N  &  B  Guardian 

140  Benham  Gold  Equities  Index 

140  Founders  Worldwide  Growth 

140  Janus  Worldwide 

140  invesco  Intl— European 

140  Invesco  Intl— Pacific  Basin 

140  Lexington  Global 

140  Lexington  Worldwide  Emerging  Markets 

140  United  Services— World  Gold 

140  Warburg  Pincus  Intl  Equity-Comm 

140  Wright  Intl  Blue  Chip  Equities 


out  of  funds.  If  you  do  more  than  15 
fund  trades  per  year,  or  exchange  fund 
shares  held  for  less  than  90  days,  you 
will  be  charged  a  percentage  fee,  with 
a  minimum  of  S39. 

By  the  same  token,  although 
Schwab  OneSource  handles  a  large 
number  of  hot  funds,  this  is  hardly  a 
valid  reason  for  using  the  service. 
Hot  funds  can  cool  very  fast.  At  the 


Company  profile 

Top-performing  funds 

Parent 

Charles  Schwab  Corp. 

Annualized 

Address 

101  Montgomery  St. 

Name 

total  return 

San  Francisco,  CA  94104 

1-yr  Robertson  Stephens 

Telephone 

800-266-5623 

Value  &  Growth 

73.9% 

Founded 

1974 

3-yr  PBHG  Growtht 

36.6 

5-yr  PBHG  Growtht 

22.4 

Chairman 

Charles  R.  Schwab 
Assets  ($bil) 

10-yr  20 

Total 

20 

th  Century  Ultra 

19.0 

Number  of  funds 

assets  (Sbil) 

7     Money  market 
132     Bond 

NA 
NA 

15 

■ 

163    U.S.  stock 

NA 

10 

_■ 

■    1 

46    Foreign  &  global  stock         NA 
Composite  10-yr  stock  fund  total  return      NA 

'Through  June  30.  tClosed  to  new  investors.  NA.  Not  applicable 


end  of  1991,  even  after  an  89%  total 
return  that  year,  Berger  100  Fund 
had  only  $192  million  in  assets.  Then 
it  hooked  up  with  Schwab  in  July  of 
1992.  Bv  the  end  of  1993  the  fund 
had  $1.6  billion.  In  1994,  bloated 
past  the  $2  billion  mark,  it  lagged  the 
market  by  more  than  six  percentage 
points. 

Among  the  largest  OneSource 
funds  are  three  from  Twentieth  Cen- 
tury— Ultra  Investors,  Growth  Inves- 
tors and  Select  Investors — whose  re- 
turns rise  and  fall  in  huge,  sudden 
swoops.  OneSource's  best  performer 
is  PBHG  Growth  (assets,  $1.2  billion), 
with  a  compound  annual  return  of 
22.4%  over  the  past  five  years  ( it's  now 
closed  to  new  investors). 

Buy  some  of  these  scorchers  if  you 
are  so  minded,  but  don't  overload 
your  portfolio  with  them.  Among  the 
more  sedate  Forbes  Best  Buys  offered 
through  Schwab  OneSource:  Janus 
Worldwide  Fund,  Wright  Interna- 
tional Blue  Chip  Plquities,  Benham 
GNMA  Income,  Dreyfus  Short-Inter- 
mediate Muni  Bond,  Janus  Flexible 
Income,  SteinRoe  Intermediate 
Bond  Fund  and  N&B  Guardian. 

Also  through  Schwab,  you  can  by- 
pass high  minimum  investments.  Co- 
hen &  Steers  Realty,  a  fund  that  buys, 
real  estate  investment  trusts,  can  be 
cracked  with  just  $2,000,  rather  than 
its  usual  $10,000.  Using  Schwab,  the 
$25,000  minimum  for  the  low-costi 
Federated  funds — including  Forbes 
Honor  Roll  member  Federated  Stock 
Trust — drops  to  $  1 ,000.  And  the  stiff j 
$1  million  needed  to  get  into  the 
outstanding  mas  Funds  run  by  Miller 
Anderson  &  Sherrerd  falls  to  a  mere 
$2,500. 

Unfortunately,  the  Pimco  funds, 
including  the  excellent  bond  portfo- 
lios run  by  William  Gross,  are  no 
longer  lowering  their  minimums 
through  Sehwab. 

Schwab  OneSource's  weakness  is 
that  some  very  good  fund  groups  do 
not  participate.  Among  them:  Fideli- 
ty, T.  Rowe  Price,  Scudder  and  Van- 
guard. Schwab  will  allow  you  to  buy 
funds  from  these  families  for  a  mini- 
mum of  $39  per  trade  through  its 
Mutual  Fund  Marketplace  program. 
Fidelity  and  Jack  White  charge  a  mini- 
mum of  $28  and  $27,  respectively,  fori 
trades  of  funds  not  on  their  no-fee 
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When  birds  oi  a  leather 

ilock  together, 
they  usually  get  plucked. 


Robertson  Stephens  Contrarian  Fund 


Paul  Stephens,  porttolio 
manager  or  the  Contrarian  Fund,  invests  in  out-or-ravor  stocks  and  shorts  high-rliers. 


For  more  information 
and  a  prospectus,  call: 


800-766-3863  ext:  no 


ROBERTSON 
STEPHENS  & 
COMPANY 


MUTUAL  FUNDS 


For  more  information,  including  other  management  fees,  expenses  and  special  risks  associated  with  short  selling,  call  Robertson  Stephens  &  Company, 
distributor,  for  a  prospectus.  Read  it  carefully  before  you  invest.  Past  performance  is  no  guarantee  of  future  results.  You  should  realize  that  investment 
return  and  principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
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FUND  SURUEY 


Vanguard: 

the  penny- pincher 

A  low-cost  fund  from  Vanguard  is  a  smart  buy  for  the  investor  with  no  illusions  about 
beating  the  market.  Vanguard  makes  particular  sense  in  fixed-income  investing. 


By  Jason  Zweig 

AT  THE  $155  billion  Van- 
guard Group,  cost-cutting 
is  a  religion.  This  family's 
79  funds  arc  the  lowest- 
cost  choices  available,  and 
they  dominate  Forbes'  Best 
Buy  lists  year  after  year. 

Is  cost  the  only  consider- 
ation? No.  It  never  is  for  the 
smart  consumer.  In  our  Best 
Buy  rankings  of  stock  funds, 
we  count  performance  and 
low  cost  equally.  Among 
domestic  bond  fund  Rest 
Buys,  cost  is  weighted  three 
times  as  heavily  as  perfor- 
mance. Vanguard  has  a  so 
so  record  in  stock  funds,  but 
it  shines  in  bond  funds, 
where  its  low  costs  give  it  .m 
advantage  competitors  arc 
hard-pressed  to  overcome 
with  fancy  trading.  Thus  the 
Best  Buys  Sampler  nearby 
(p.  166)  does  not  even  list 
the  numerous  Vanguard 
taxable  and  tax-free  bond 
fund  Best  Buys  that  are  detailed  on 
pages  135  and  136. 

Even  among  stock,  funds,  the 
cheapskate  approach  does  pretty  well 
over  long  periods.  Look  at  Vanguard 


inferior  product.  If  you  are  convinced 
the  guy  running  a  given  fund  is  anoth- 
er Peter  Lynch,  it's  worth  paying  to 
get  his  services.  But  if  you  are  not 
fairly  confident  your  actively  man- 
Index  500,  a  $12  billion  fund  that      aged  stock  fund  will  beat  the  Index 


mechanically  replicates  the  perfor- 
mance of  the  Standard  &:  Poor's  index 
of  500  large  U.S.  stocks.  Vanguard 
charges  just  0.2%  in  annual  operating 
expenses  to  run  this  fund.  The  average 
stock  fund  charges  six  times  as  much. 


500  fund,  why  pay  more  to  get  it? 

Now  look  at  Vanguard  GNMA  Port- 
folio, a  bond  fund  that  owns  paper 
backed  by  the  Government  National 
Mortgage  Association.  The  annual 
cost  of  owning  this  portfolio  is  just 


and  in  the  past  year  about  one-third  of  0.3%  of  assets.  The  average  mortgage 
them  have  beaten  the  Vanguard  In-  fund  hits  customers  with  fees  three 
dex  500  fund.  This  means  that  inves-  times  that  high.  Those  charges  eat  so 
tors  in  two-thirds  of  the  stock  fund  sharply  into  returns  that  GNMA  Port- 
universe  are  paying  higher  fees  for  an  folio  has  beaten  92%  of  all  mortgage 
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funds  over  the  past  decade — not  be- 
cause it  is  smarter  but  because  it  runs  2 
tighter  ship.  Why  pay  more,  indeed? 

Vanguard  is  the  odd  duck  of  the 
fund  industry.  Almost  alone  among 
the  600  companies  that  manage  mu- 
tual funds  in  the  U.S.,  Vanguard  i] 
owned  entirely  by  the  shareholders  ir 
its  own  funds.  It  is  modeled  after  i 
mutual  insurance  company,  which  i? 
owned  by  its  policyholders  and  rur 
solely  for  their  benefit. 

Maybe  that's  a  bit  overstated.  Yoi 
could  argue  that  mutual  institution: 
are  also  run  for  the  benefit  of  th<. 
executives  who  draw  nice  salaries— 
the  soon-to-retire  head  of  Vanguard 
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Invest  in 

Small  Companies 

with  Dreyfus 


•••• 

Dreyfus 
New  Leaders 
Fund,  Inc. 

The  Fund  has  received  from  Morningstar,  Inc. 
an  Overall  Rating  of  4  Stars  based  on  its  1 0- 
year  history  as  of  5/31/95.  It  is  rated  out  of 
1,215  funds  currently  included  in  the  equity 
category.* 


***** 

Dreyfus/Transamerica  Triple 
Advantage"  Variable  Annuity 
Small  Cap  Portfolio 

The  Portfolio  has  received  from  Morningstar, 
Inc.  an  Overall  Rating  of  5  Stars  based  on  its 
3-year  history  as  of  5/31/95.  It  is  rated  out  of 
542  annuity  portfolios  currently  included  in  the 
equity  category* 


Both  invest  in  emerging  smaller-sized  companies 
that  appear  poised  for  future  growth. 

Tom  Frank,  Director  of  Equity  Research  at  Dreyfus,  was  selected  by  Morningstar  Inc.,  as  the  1994 
Variable  Fund  Manager  of  the  Year  for  his  track  record  in  managing  the  Small  Cap  Portfolio. 

In  naming  Mr.  Frank,  Morningstar  reported  that  it  favored  consistent  historical  returns  over  volatility,  as 
well  as  managers  with  longer-term  records  in  managing  variable  investment  portfolios.  Mr.  Frank  also  has 
been  managing  the  Dreyfus  New  Leaders  Fund  since  its  inception  ten  years  ago. 

For  more  information  please  call: 

1-800-922-7744,  ext.  4230 

Mutual  fund  shares  and  Dreyfus/Transamerica  Triple  Advantage  and  its  associated  investment  port- 
folios are  not  insured  by  the  FDIC.The  net  asset  value  of  all  equity  funds  will  fluctuate  from  time  to 
time.  Past  performance  is  no  guarantee  of  future  results.  Call  for  a  Prospectus  containing  more  com- 
plete information,  including  charges  and  other  expenses.  Please  read  it  carefully  before  you  invest.  Jn 
pursuit  of  greater  rewards,  investing  in  small  company  stocks  involves  increased  risk. 

*Source:  Morningstar  Inc.  Morningstar's  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  May  31, 1995  and  are  subject  to  char. 
month.  These  ratings  are  calculated  from  the  portfolio's  three-,  five-,  and  ten-year  average  annual  total  returns  (based  on  the  available  track  record^ 
of  90-day  treasury  bill  returns  with  appropriate  fee  adjustments  and  risk  factors  that  reflect  portfolio  performance  below  90-day  Treasury  bill  retur 
-    cent  of  the  funds  in  an  investment  category  receive  5  stars,  22.5%  receive  4  stars.  Unit  or  share  price  and  investment  return  fluctuate,  and  a' 
receive  more  or  less  than  original  cost  upon  redemption.  The  New  Leaders  Fund's  i0-,  5-  and  3-year  ratings  were  4, 4  and  4  stars,  respectively. The  • 
contracts  under  the  Dreyfus/Transamerica  Triple  Advantage  are  issued  by  Transamerica  Occidental  Life  Insurance  Company  (certificate  form  GNC-33- 
Individual  Contract  Form  1-502  1 1-194  or  in  New  York,  by  First  Transamerica  Life  Insurance  Company  (policy  form  3-501  1 1-192;.  0  1 995  Dre;  i    Service 
Corporation,  Broker-Dealer.       Transamerica  Insurance  Securities  Sales  Corporation  is  the  Distributor  of  the  Variable  Annuity. 
Premier  Mutual  Fund  Services  is  the  distributor  of  the  Dreyfus  New  Leaders  Fund. 
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John  Bogle,  has  a  seven-figure  com- 
pensation package.  Still,  he's  not 
walking  off  with  a  billion  dollars1 
worth  of  stock,  which  he  would  be  if 
he  owned  the  place. 

Bogle,  66,  came  up  with  the  mutual 
concept  just  before  founding  Van- 
guard. He  says,  "Around  1970  I  real- 
ized if  a  man  from  Mars  landed  and 
observed  the  mutual  fund  industry, 
he'd  think  we  were  nuts.  If  the  goal 
was  to  serve  the  fund  shareholders 
well  and  to  keep  the  managers  from 
being  paid  too  much,  why  did  we  have 
these  teeny-weeny  management 
companies  running  these  big  pools  of 
assets?  Shouldn't  it  be  the  other  way 
around?"  In  other  words,  the  people 
who  own  the  assets  should  own  the 
company  that  manages  them. 

Bogle  then  ran  Wellington  Man- 
agement Co.  in  Boston,  which  man- 
aged SI. 4  billion  in  funds.  In  1974, 
after  a  dispute  with  the  management 
firm's  partners,  Bogle  was  fired  but 
remained  a  Wellington  fund  director, 
and  he  persuaded  his  fellow  directors 
to  "cut  the  Gordian  knot"  that  tied 
the  funds  so  tightly  to  the  manage- 
ment company.  Wellington  Manage- 
ment Co.  would  still  manage  the 
funds1  money,  but  only  under  con- 
tract to  Vanguard.  And  Vanguard, 
not  the  management  company, 
would  administer  and  eventually  dis- 
tribute the  well-known  Wellington 
Fund  and  any  future  funds.  Each  fund 
shareholder  would  own  a  proportion 
ate  piece  of  Vanguard. 

In  1976  Bogle  introduced  the  In- 
dex 500  fund.  Unlike  actively  man 
aged  funds,  whose  skippers  try  to  beat 
the  market,  this  fund  had  the  rather 
un-American  idea  of  settling  for  the 
market's  average  return — which,  left 
to  their  own  devices,  few  investors 
manage  to  do.  Bogle  hoped  the  fund 
would  raise  S50  million  in  its  fust 
year;  it  barely  took  in  SI  1  million. 

"The  problem  with  the  indexing 
idea,"  says  Bogle,  "is  it  runs  counter  to 
everyone's  business  interests — money 
managers,  br<  >kcrs,  even  you  guys  in  the 
financial  press — except  the  investor." 
But  the  public  has  finally  caught  on  to 
the  tact  thai  most  funds  undcrpcrform 
the  index,  and  in  June,  Index  S00 — 
which  has  taken  in  more  than  SI  billion 
this  year — surpassed  Windsor  as  Van- 
guard's largest  stock  fund. 

Typically,  that  provoked  Bogle  to 
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Vanguard 


Company  profile 
Parent 

Address 

Telephone 

Founded 

Chairman 

Number  of  funds 
10    Money  market 
29    Bond 
35    U.S.  stock 


Vanguard  Group  of 

Investment  Companies 

P.O.  Box  2600 

Valley  Forge,  PA  19482 

800-662-7447 

1974 

John  C.  Bogle 

Assets  ($bil) 

$32 
41 
76 


Top-performing  funds 

Name 

1-yr  Primecapt 

3-yr  Primecapt 

5-yr  Primecapt 

10-yr  International  Growth        16.8 


Annualized 
total  return* 

38.9% 

23.1 

16.5 


Total  assets  (Sbil) 


5    Foreign  &  global  stock  6 

Composite  10-yr  stock  fund  total  return     13.4% 

"Through  June  30.  tClosed  to  new  investors. 


200 

150 

100 

50 


■  I 


III 


'91      '92      '93     "94      '95* 

.  , .  - 


send  a  form  letter  to  new  customers: 
"If  you  have  a  short-term  investment 
horizon,  or  if  you  wish  to  redeem  your 
holdings  on  any  sign  of  market  weak- 
ness, Vanguard  Index  Trust  is  not  the 
right  investment  for  you."  Most  fund 
companies  are  not  in  the  habit  of 
trying  to  turn  customers  away.  But, 
barks  Bogle,  "All  that  matters  is  what's 
good  for  the  investor." 

To  competing  fund  executives, 
Bogle's  constant  lecturing  about  serv- 
ing shareholders  must  sound  a  bit 
sanctimonious.  But  Bogle  is  right. 
People  pa\  too_  much  to  have  their 
money  managed.  The  industry's  $2.5 
trillion  in  assets  throws  off  S24  billion 
a  year  in  expense  payments  (not  in- 
cluding sales  commissions).  What 
does  the  public  get  for  that  $24  bil- 


A  Best  Buy  Sampler 

Page  Fund 

138  Vanguard  Asset  Allocation 

138  Vanguard  Index  Tr—  Extended  Market 

138  Vanguard  Index  Tr— 500  Portfolio 

138  Vanguard  Index  Tr— Small  Cap  Stock 

138  Vanguard  Index  Tr— Total  Stock  Mkt 

138  Vanguard  Special— Health  Care 

138  Vanguard  Special— Utilities  Income 

138  Vanguard  STAR 

138  Vanguard/Wellesley  Income 

138  Vanguard/Wellington 

140  Vanguard  Intl  Equity  Index— European 

140  Vanguard  Intl  Equity  Index— Pacific 

140  Vanguard  Intl  Growth  Portfolio 

140  Vanguard  Special— Gold  &  Prec  Metals 

140  Vanguard/Trustees'  Equity— Intl 


lion?  Overall  performance  that  usually 
doesn't  even  match  the  market's.  It's 
a  fair  statement  that  at  least  half  of  that 
$24  billion  is  wasted. 

Index  funds  are  economical.  They 
do  little  trading  and  require  no  high- 
paid  temperamental  stock  pickers. 
You  will  never  beat  the  market  in  an 
index  fund,  but  you  will  never  lag  it  by 
more  than  a  hair.  Vanguard  slices  and 
dices  the  stock  and  bond  markets  into 
15  index  funds  that  match  the  perfor- 
mance of  everything  from  European 
stocks  to  intermediate-term  bonds. 

Vanguard's  bond  funds,  both  the 
indexed  ones  and  those  like  GNMA 
Portfolio  that  are  actively  managed, 
are  consistently  good  buys.  You 
won't  find  risky  stuff  like  emerging 
market  bond  funds  here.  Nor  has 
Vanguard  ever  gone  in  for  gimmicky 
short-term  world  income  funds,  ad- 
justable-rate mortgage  funds  or 
"government-plus"  funds.  Its  junk 
fund  doesn't  reach  for  yields  by  buy- 
ing really  tacky  stuff  and  shows  a  good 
yield  by  keeping  expenses  down. 

In  nonindex  stock  funds,  the  case 
for  Vanguard  is  less  compelling. 
While  several  ofVanguard's  27  active- 
ly managed  stock  funds — Primecap, 
Windsor,  U.S.  Growth — are  excel- 
lent, many  are  mediocre.  Unfortu- 
nately, both  Primecap  and  Windsor 
are  closed  to  new  investors.  Most  ol 
its  nonindex  stock  funds  lag  the  mar- 
ket over  long  periods  (Forbes,  Ma) 
<S'),  although,  to  be  lair,  most  compet- 
itors perform  far  worse. 

Vanguard's  balanced  funds — espe 


dally  Wellesley  and  Wellington — bal-i^ 
ance  extremely  low  risk  with  relatively 
attractive  returns.  "'.k 

Biff. 
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T.  Rowe  Price  No-Load 
Variable  Annuity. 


<£& 


new  opportunity'  for  unlimited  tax-deferred  investing. 


To  build  the  kind  of  retirement  savings  you  want, 
you  need  to  invest  in  ways  that  allow  your  assets 
to  provide  maximum  after-tax  income.  And 
the  contribution  limits  on  401(k)  and  IRA  plans 
may  not  afford  you  the  opportunity  to  invest 
tax-deferred  at  the  level  you  would  like. 

With  the  new  T.  Rowe  Price  No-Load  Variable 
Annuity  issued  by  Security  Benefit  Life 
Insurance  Company,  contributions  are 
unlimited  *  and  any  earnings  are  not  taxed  until 
you  take  your  money.  Also,  unlike  qualified  plans, 
such  as  IRAs  and  -±01  (k)  plans,  you  can  delay 
taking  distributions  beyond  age  70'/:.  Another  thing 
to  consider  is  the  substantially  lower  cost  of  this 
variable  annuity.  There  are  no  sales  loads,  annual 
maintenance  fees,  or  surrender  charges.** 

The  T  Rowe  Price  No-Load  Variable  Annuity  offers 
five  T  Rowe  Price-managed  portfolios  and  a  Fixed 
Interest  Account  with  a  one-year  interest  rate 
guaranteed  by  Security  Benefit  Life. 

If  you  have  a  variable  annuity  and  would  like  to 
transfer  it  to  the  T.  Rowe  Price  No-Load  Variable 


Annuity,  we  can  help  you  do  this  easily  and  without 
any  tax  penalties. 

Call  today  and  ask  about  our  Information  Kit.  The 
kit  will  make  it  easy  for  you  to  consider  whether  the 
T  Rowe  Price  No-Load  Variable  Annuity  is  right  for 
you.  Minimum  initial  investment  is  S10.000.  In 
addition  to  the  kit.  we'll  send  you  prospectuses 
that  contain  more  complete  information, 
including  charges.  Please  read  them  carefully 
before  you  invest  or  send  money. 


Call  1-800-341-0791 
24  hours 


Invest  With  Confidence 

T.RoweRice 


esiments  in  excess  of  one  million  dollars  are  subject  to  prior  approval  by  Security  Benefit  Life.  "The  Variable  Annuity  has  an  annual  mortality  and  expense  charge  of  55%. 
agement  fees  for  the  investment  options  vary  with  the  portfolio  selected.  For  the  Fixed  Interest  Account,  the  interest  rate  is  net  of  any  charges.  Contract  values  fnay  fluctuate. 
jou  may  have  a  gain  or  loss  when  money  is  withdrawn.  The  Variable  Annuity  is  issued  by  Security  Benefit  Life  Insurance  Company  T.  Rowe  Price  refers  to  the  underlying  mutual 
s  investment  managers:  the  distributor.  T.  Rowe  Price  Investment  Services.  Inc.:  and  T  Rowe  Price  Insurance  Agency,  Inc.  Security  Benefit  Life  Insurance  Company  and  the 
<e  Price  companies  are  not  affiliated.  The  Variable  Annuity  may  not  be  available  in  all  states.  This  variable  annuity  contract  has  limitations.  For  costs  and  complete  details  of 
overage,  please  call  your  T.  Rowe  Price  variable  annuity  representativ  es  VAPOZ76H 


FUND  SURVEY 


Irving  Brilliant  isn't  eager  to  advertise  his  fund's 
excellent  record.  He's  afraid  it  might  create  a  problem  by 
bringing  in  the  wrong  kind  of  investor. 

The  man  who 
hates  paying  taxes 


By  Mar)'  Beth  Grover 

Most  mutual  fund  managers  thrive 
in  the  limelight.  Publicity,  if  it's  favor- 
able, sucks  in  the  money  and  gives  the 
favored  money  manager  extra  clout — 
not  to  mention  ego  satisfaction. 
That's  how  such  media  stars  as  Mario 
Gabelli  and  Michael  Price  attracted 
billions  of  dollars  to  their  funds.  But 
when  we  asked  Irving  Brilliant,  the 
manager  of  Salomon  Brothers  Op- 
portunity Fund,  for  an  interview,  he 
snapped:  "I  can't  see  how  my  share- 
holders are  served  by  my  wasting  an 
hour  of  my  time  with  you." 

He  relented,  but  not  gracefully, 
saying:  "I'm  not  running  this  fund  to 
get  more  people  to  invest."  No  Italian 
suits  and  gold  cufflinks  for  this  fellow. 
When  we  interviewed  him,  the  76- 
year-old  Brilliant  was  dressed  in  slacks 

In  an  era  when  portfolio 
managers  fling  stocks  like 
Frisbees,  Brilliant  holds 


and  a  short-sleeve  blue  plaid  shirt  with 
an  unfashionable  tie  and  silver  tie  clip. 

Brilliant,  how  ever,  turned  out  to  be 
well  worth  listening  to.  This  year  his 
small  ($125  million)  fund  returns  to 
the  Forbes  Honor  Roll  after  two  pre- 
vious appearances,  in  1989  and  1990. 

A  Brooklyn  native  who  graduated 
from  Harvard  Law  School  in  1941,  he 
toiled  for  nearly  four  decades  as  an 
unheralded  securities  analyst  at  one  of 
the  predecessors  to  Lehman  Brothers. 
In  1979,  when  he  was  60,  he  got  his 
first  mutual  hind  to  manage. 

Charm  did  not  win  him  the  job. 
"I'm  considered  to  be  fairly  tactless, 
vou   know."  When   his   family   and 


business  colleagues  asked  him  to 
manage  their  money,  Brilliant  told 
them:  "I  am  a  very  grurf  fellow." 

Brilliant  may  be  gruff,  but  his  Salo- 
mon Brothers  Opportunity  Fund  is 
up  15.9%  a  year  on  average  since  its 
inception  (as  Lehman  Opportunity 
Fund)  in  1979.  That's  in  line  with  the 
market,  an  achievement  that  fewer 
than  a  third  of  fund  managers  pulled 
off.  Brilliant  achieved  that  without 
taking  extraordinary  risks:  His  fund 
earns  a  B  grade  from  Forbks  for 
down-market  performance. 

His  philosophy?  Brilliant  is  an  old- 
tashioned  buy-and-hold  investor.  In 
an  era  when  young  portfolio  manag- 
ers fling  stocks  in  and  out  of  their 
funds  like  Frisbees,  Brilliant  holds 
his  stocks  for  an  average  of  eight 
years.  The  average  for  the  industry  is 
one  year. 

Brilliant  thinks  like  a  shareholder, 
not  like  an  ambitious  young  chap 
hoping  to  make  the  Wall  Street  Jour- 
nal's list  of  hot  performers  over  the 
past  three  months.  For  example,  he 
has  slowed  his  portfolio  turnover 
from  32%  a  decade  ago  to  13%  today. 
His  reason:  In  a  bull  market,  turnover 
hurts,  because  stocks  sold  at  a  gain  are 
taxable  to  fund  shareholders.  He  has 
to  be  darn  sure  he  wants  out  of  a  stock 
before  he  is  willing  to  suffer  the  tax 
consequences. 

Most  managers,  says  Brilliant,  are 
primarily  interested  in  maximizing 
pretax  performance,  the  kind  that  fig- 
ures in  sales  pitches  and  fund  ratings. 
He  puts  his  money  where  his  mouth 
is:  About  50%  of  the  fund's  assets 
come  from  Brilliant,  his  family  and 
friends;  he  owns  7%  himself. 

He  said  he  was  gruff,  and  the  inter- 


Salomon  Brothers 
Opportunity  Fund's 
Irving  Brilliant 
"I'm  not  running 
this  fund  to  get  more 
people  to  invest." 


view  proved  it.  We  asked  him  the 
standard  reporter's  question:  What's 
your  favorite  stock?  "That's  a  silly 
question,"  he  snapped  back.  What  he 
meant  was:  His  largest  positions 
aren't  necessarily  his  favorites  at  all; 
roughly  half  of  them  are  simply  low- 
cost  positions  for  which  the  case  for 
unloading  is  not  yet  compelling. 

For  instance,  Brilliant  amassed 
most  of  his  12%  stake  in  bank  stocks 
13  years  ago — "when  everybody 
thought  Latin  America  was  going 
bankrupt."  Today,  he  says,  "I  don't 
think  bank  stocks  are  cheap.  I 
wouldn't  recommend  that  anybody 
buy  them  now."  But  he  still  holds 
them  because  he  doesn't  think  they 
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will  crash  and  he  doesn't  want  to  have 
his  shareholders  paying  a  lot  of  unnec- 
essary capital  gains  taxes. 

Or  take  his  top  holding,  insurance 
giant  Chubb  Corp.,  which  makes  up 
13%  of  the  fund.  Brilliant  began  buy- 
ing it  in  1983;  his  average  cost  is  17. 
The  stock  is  now  around  84.  "I'd  buy 
Chubb  at  70,"  says  Brilliant.  In  other 
words,  he  would  like  to  sell,  but  after 
paying  taxes  the  shareholders  would 
get  less  than  S70  a  share,  and  at  that 
price  he'd  as  soon  own  the  stock. 

Chances  are,  he'll  sell  only  if  he 
thinks  Chubb  is  no  longer  a  good 
company. 

He  has  been  buying  a  few  things, 
though.  "I  have  to  do  something  to 
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justify'  my  existence,"  he  quips,  "so  I 
added  to  the  hmos  the  other  week, 
when  people  thought  they  were  go- 
ing out  of  existence."  He  likes  Hu- 
mana and  Foundation  Health. 

Brilliant  also  mentions  Canadian 
Pacific,  the  giant  Montreal-based 
grab  bag  of  railroad,  oil  and  gas,  coal, 
hotel  and  telecommunications  inter- 
ests that  lost  $1.2  billion  (U.S.)  be- 
tween 1991  and  1993.  "I  don't  think 
anybody  who  buys  it  will  be  very 
happv  for  quite  some  time,"  warns 
Brilliant. 

His  core  holdings  are  blue  chips: 
Chubb,  Bank  of  New  York,  Royal 
Dutch  Petroleum,  Philips  Electron- 
ics, Loews  Corp.  Brilliant  peppers  this 


up  a  bit  with  some  oddball  stocks. 
Since  late  1994  Crown  Crafts,  a  pro- 
ducer of  frilly  textiles  (total  market 
value,  SI  10  million),  and  Plantronics, 
a  maker  of  telephone  headsets  (mar- 
ket value,  S250  million).  Early  last 
year  he  bought  a  bit  of  Paragon  Trade 
Brands,  a  maker  of  generic  diapers 
(market  value,  S174  million).  Two 
recent  medium-capitalization  bank 
picks:  BanPonce  Corp.,  parent  of 
Puerto  Rico's  largest  bank,  and  First 
Hawaiian,  the  second-biggest  bank  in 
Hawaii. 

Just  over  half  of  his  assets  are  in 
insurance  companies,  banks  and  other 
financial  stocks.  That's  nearly  five 
times  the  group's  weighting  in  the 
Standard  &  Poor's  500  stock  index — 
a  concentration  similar  to  that  of  fel- 
low Honor  Roll  manager  Shelby  Da- 
vis of  New  York  Venture.  Brilliant  has 
just  4%  of  assets  in  technology  stocks, 
so  he  missed  the  excitement  in  that 
sector  in  this  year's  first  half — and  will 
miss  the  next  crash  in  this  sector. 

So  how  does  he  pick  stocks?  Bril- 
liant stingily  imparts  a  few  tips:  Be 
wary  of  companies  with  too  much 
debt,  build  positions  slowly,  don't 
fixate  on  quarterly  earnings.  His  typi- 
cal stock  sells  at  2.1  times  book  value, 
versus  3.9  at  the  average  fund,  and 
trades  at  17  times  its  earnings  for  the 
past  12  months,  versus  21  times. 

Any  other  advice  to  investors?  "I 
take  a  nap,  15  to  20  minutes  every 
single  day,"  says  Brilliant.  "Once, 
somebody  didn't  realize  that,  and 
they  thought  that  Brilliant  had  a 
stroke  because  he  was  lying  down  on 
his  office  floor.  All  they  saw  was  some 
feet.  Salomon  is  too  cheap  to  buy  me  a 
couch." 

But  the  man  is  76.  Is  he  grooming  a 
successor?  "Don't  ask  me  that  ques- 
tion," he  barks,  adding,  "we  have 
some  good  guys  here,  but  I  think 
they're  too  short-term  oriented." 

Salomon  Brothers  Opportunity  is  a 
no-load  with  reasonably  low  annual 
operating  costs  of  1.2%.  A  problem  is 
that  Brilliant  has  done  so  well  that 
unrealized  gains  totaling  roughly  50% 
of  assets  could  hit  latecomers  with  a 
tax  bill — if  Brilliant  ever  realizes  those 
gains.  However,  for  IRA  accounts, 
where  taxes  aren't  a  problem,  the 
fund  would  make  a  lot  of  sense,  espe- 
cially for  those  willing  to  bet  on  Irv 
Brilliant's  longevity.  WU 
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Should  you  buy  a  double-tax-free  fund?  Unless  you  live 
in  California,  Massachusetts  or  New  York,  almost 
certainly  not.  Here's  the  formula. 

Out  of 

the  frying  pan 


By  Jason  Zweig 

Tax  avoidance — what  folly 
committed  in  its  name! 

The  gullible  investing  public  «  • 
has  put  SI  13  billion  into  so- 
called  double-tax-free  funds. 
These  buy  municipal  bonds  ex- 
clusively from  your  home  state, 
so  that  the  interest  is  exempt 
from  both  state  and  federal  tax. 
Just  about  80%  of  that  invest- 
ment is  foolish,  we  figure.  In- 
vestors would  have  been  better 
off  buying  low-cost  national 
muni  funds. 

Don't  take  our  word.  If  you  own 
one  of  these  funds,  do  the  math  your- 
self. Figure  out  what  your  tax  saving 
is,  vis-a-vis  a  national  muni  fund  that 
is  exempt  only  from  federal  tax.  Now 
compare  your  tax  saving  to  the  extra 
expense  of  holding  this  double-tax- 
free  fund.  Chances  are,  its 
overhead  is  a  lot  higher 
than  the  overhead  on  a  na- 
tional muni  fund  from 
Vanguard,  the  low-cost 
champion. 

Two  "ifs."  If  you  live  in  a 
high-tax  state  and  if  you 
can  find  a  double-tax-free 
fund  with  An  expense  ratio 
of  less  than  0.5%,  then  it 
may  make  sense  to  go  for 
maximum  tax  avoidance 
and  get  the  specialized 
fund.  If  cither  of  these  con- 
ditions does  not  hold,  buy 
the  national  fund  and  pay 
the  extra  state  taxes. 

Ever  since  governments 
invented  taxes,  people  have 
been  trying  to  avoid  paying 
them.  And  sometimes, 
when     they     succeed     in 


avoiding  some  taxes,  they  make  them- 
selves poorer  in  the  process.  That 
explains  the  great  tax  shelter  folly  of 
the  1980s,  when  tax-crazed  investors 
poured  billions  of  dollars  into  crum- 
my investments. 

Five  years  ago  there  were  267  sin- 
gle-state  muni    funds   in   29   states. 


Muni  madness 

Excess 

Tax 

Coefficient 

Fund 

expenses' 

advantage2 
-basis  points- 

of  folly3 

Prudential  Municipal  Minnesota-C 

195 

34 

161 

American  Capital  Texas  Mum-B 

160 

0" 

160 

Nuveen  Pennsylvania  T-F  Value 

155 

11 

144 

Seligman  Tax-Exempt  Colorado-D 

158 

19 

139 

Eaton  Vance  Marathon  Missouri  T-F 

129 

16 

113 

Putnam  Arizona  Tax  Exempt-B 

140 

24 

116 

Oppenheimer  Main  St  Calif  Tax-Ex-B 

142 

37 

105 

Premier  State  Muni  Connecticut-B 

116 

17 

99 

Alliance  Muni  Income  Florida  11— C 

88 

205 

68 

Franklin  Indiana  Tax-Free 

61 

06 

61 

'Excessof  fund'sexpenseratiooverthat  of  Vanguard  Municipal  Bond — Long-Term.  2Assumes 
investor  in  highest  state  bracket  and  31%  federal  bracket,  and  5.5%  yield  on  fund.  3Net 
aftertax  yield  shortfall  of  double-tax-free  fund  compared  with  Vanguard  national  fund.  ■'State 
has  no  income  tax.  Potential  savings  on  intangibles  tax.  6Neither  in-state  nor  out-of-state 
munis  are  taxable.  Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 


These  funds  charge  expense  dollars  to  save  you  tax  pennies 
A  basis  point  is  one-hundredth  of  a  percentage  point  of  yield, 


Today  there  are  731  single-state 
open-end  muni  funds  in  44 
states,  according  to  Lipper  Ana- 
lytical Services.  We're  not  even 
counting  money  market  funds 
or  closed-ends. 

A  precious  few  of  these  funds 
make  sense.  Investors  in  Cali- 
fornia, Massachusetts  and  New 
York  contend  with  outrageous- 
ly high  local  taxes  and  have  a  lot 
of  good,  low- cost  home  state 
muni  funds  to  choose  from. 
Aid  the  rest?  It  gets  pretty  silly. 
South  Dakota,  Texas  and  Washing- 
ton levy  no  income  tax,  so  a  double- 
tax-free  fund  doesn't  make  sense  in 
those  states.  But  all  these  states  fea- 
ture one-state  muni  funds  from  at 
least  one  vendor.  Indiana  and  North 
Dakota  do  not  tax  interest  income 
from  out-of-state   munici- 
pal bonds,  so  double-tax- 
free  investing  is  meaning- 
less there.  But  look:  Frank- 
lin has  an  Indiana  fund  and 
Voyageur  has  a  North  Da- 
kota fund. 

Let's  run  through  the  ac- 
counting for  tax  benefits 
for  one  state.  Minnesota 
has  a  top  state  bracket  of 
8.5%.  But  remember  that 
state  taxes  are  deductible 
on  your  federal  return.  If 
you're  in  a  31%  federal 
bracket,  the  state  levy  costs 
you  a  net  5.9%. 

Now  multiply  that  figure 
by  your  fund's  yield.  If  it's 
5.5%,  vou  are  looking  at  a 
tax  benefit  of  0.32%— 32 
basis  points,  in  bond  trad- 
ers' lingo. 
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What  does  it  cost  you  to  get  that  tax 
benefit?  The  cheapest  Minnesota 
fund  is  from  Fidelity.  It  has  an  annual 
expense  burden  of  0.59%.  That's  39 
basis  points  higher  than  the  expense 
ratio  on  Vanguard  Municipal  Bond- 
Long-Term.  So  you  pay  excess  fees  of 
39  basis  points  to  gain  a  tax  advantage 
of  only  32  basis  points.  Conclusion: 
In  Minnesota,  it  doesn't  make  sense 
to  own  a  double-tax-free  fund. 

Nevertheless,  investors  keep  heav- 
ing money  at  these  single-state  muni 
funds.  Note  that  Texas  has  1 3  in-state 
muni  funds,  with  S539  million  in 
assets;  even  Washington  has  7,  with 
$112  million.  Remember,  these  states 
don't  even  have  an  income  tax. 

Florida  places  an  "intangibles"  tax 
of  up  to  0.2%  on  the  principal  value  of 
securities  holdings  exceeding 
5100,000;  in-state  munis  are  exempt. 
So  a  Florida-only  fund  could  make 
sense,  right?  Do  the  arithmetic.  Net  of 
the  federal  deduction,  the  intangibles 
tax  probably  costs  you  15  basis  points 
or  less.  Add  that  saving  to  the  20- basis- 
point  cost  of  the  Vanguard  national 
fund.  Total,  35  basis  points.  That's  the 
maximum  expense  ratio  most  Florida 
residents  would  rationally  pay  for  a 
Florida-only  hind.  Guess  what:  Out  of 
57  Florida  funds,  only  the  Vanguard 
Florida  Insured  Tax-Free  Fund  is  con- 
sistently that  cheap. 

Listen  to  the  head  of  muni  bond 
research  at  one  of  the  U.S.'  biggest 
fund  companies.  Understandably  he 
wants  to  remain  anonymous:  "Most 
shareholders  in  our  Florida  fund 
would  be  at  least  50  basis  points 
better  off  in  our  national  fund  in- 
stead," he  says.  "But  try  telling  that  to 
our  marketing  department." 

Not  only  do  most  of  these  funds 
provide  no  real  tax  benefit,  but  put- 
ting all  your  munis  in  one  state  basket 
can  be  hazardous.  Last  year,  as  Or- 
ange Count}'  declared  bankruptcy, 
the  average  California  muni  fund  lost 
7.5%  of  its  value;  the  typical  national 
muni  fund  lost  6.5%. 

We  haven't  even  talked  about  sales 
loads,  which  can  devour  a  large  por- 
tion of  your  return  on  a  muni  fund. 
The  table  opposite  displays  a  selection 
of  the  worst  tax-crazy  funds — single- 
state  funds  that  don't  make  economic 
sense.  All  of  these  funds  also  levy  sales 
commissions.  Think  of  these  as  dou- 
ble -tax-  crazy.  M 
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Some  hotels  think  a  "concierge  hotel 

means  having  a  few  concierge  floors. 

We  don't. 


The  Tremont 


Chicago 


In  the  heart  of  Chicago's  business  and 

shopping  districts  on  North  Michigan  Avenue. 

Call  1-800-621-8133  or  contact  your  travel  agent. 


Other  hotels  that  agree  with  us:  Inn  at  Great  Neck,  Long  Island    The  Jefferson,  Washington,  D.C. 
The  Argyle,  Los  Angeles    The  Lancaster.  Houston  ♦  Members  of  Small  Luxury  Hotels  of  the  World 


DO  YOU  HAVE  THE  RIGHT  MIX 

OF  STOCKS,  BONDS, 

AND  CASH  RESERVES? 

Find  out  through  our  four-step  investing  plan.  Discover  how  your  objectives, 

time  horizon,  risk  tolerance,  and  financial  situation  help  to  determine  how 

your  assets  should  be  divided  among  stocks, 

bonds,  and  cash  reserves.  Then  learn  how  to 

carry  out  your  strategy  The  Vanguard 

Investment  Planner  is  a  valuable,  practical 

guide  to  investing. 

Call  1-800-523-7599 

Any  Hour,  Any  Day 
For  Your  FREE  Copy 

Vanguard  Funds  are  offered  only  by  prospectus, 
which  includes  complete  information  on  advisory 
fees,  distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing. 
©Vanguard  Marketing  Corp.,  Distributor 
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FUND  SURVEY 


Don't  clog  your  portfolio  with  too  many  funds. 
What's  an  ideal  number? 

Enough  already 


By  Jason  Zweig 


SOME  PEOPLE  buy  mutual  funds  as  if 
they  were  collecting  art:  When  they 
find  something  they  like,  they  buy  it. 
When  they  find  something  else  they 
like,  they  buy  that,  too.  The  next 
thing  they  know,  they  have  a  dozen 
funds  or  more.  That's  not  investing, 
that's  collecting. 

If  you  love  Picasso,  owning  17  of 
his  works  is  at  least  17  times  better 
than  owning  just  one.  But  owning  1 7 
funds  is  definitely  not  17  times  better 
than  owning  only  one. 

Why  not?  Instead  of  owning  17 
different  Picassos,  you  may  end  up 
owning  1 7  copies  of  the  same  Picasso. 
Many  of  the  funds  will  perform  so 
similarly  that  they  are  more  likely  to 
overlap  one  another  than  comple- 
ment one  another:  One  goes  way 
down,  they  all  go  way  down.  One 
goes  way  up,  they  all  go  way  up.  Few, 
very  few,  can  consistently  beat  the 
market  in  good  times  and  bad. 
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If  that's  not  reason  enough  to  avoid 
scattershot  investing,  remember  this: 
You — or  your  accountant — have  to 
keep  track  of  even  taxable  transaction 
those  1 7  funds  generate,  for  as  long  as 
you  own  them. 

Is  there  an  ideal  number  of  mutual 
funds  to  own?  Our  view:  six.  But 
before  we  justify  that  number,  let's 
listen  to  three  experts  of  widely  vary- 
ing opinion. 

Sir  John  Templeton,  the  dean  of 
global  investing,  says  that  one  fund  is 
plenty.  "If  you  own  a  fund  that  can 
invest  without  restriction  in  at  least 
1 00  different  stocks  and  bonds  world- 
wide," he  says,  ''then  one  fund  is 
sufficient  diversification."  Clearly  he 
has  in  mind  a  global  fund  like  Temple 
ton  Growth  (assets,  $6.5  billion), 
which  mixes  a  few  bonds  with  a  global 
stock  portfolio  59%  invested  in  28 
countries  outside  the  U.S.  and  41%  in 
the  U.S.  That's  a  lot  of  diversification 


in  one  package. 

"Even  for  very  large  investors  with 
many  millions  to  invest,"  adds  Tem- 
pleton, "nothing  is  gained  by  owning 
more  than  three  such  funds.  You've 
already  achieved  maximum  diversifi- 
cation. The  whole  thing  is  a  matter  of 
common  sense,  but  I  suppose  that's 
why  it's  not  common." 

On  the  other  hand,  the  Value 
Line  Mutual  Fund  Surrey  sug- 
gests owning  1 1  funds.  It  rec- 
ommends one  from  each  of 
these  stock  categories: 
growth,  growth  and  income, 
small  company  and  internation- 
al. Then,  Value  Line  says,  you 
should  add  two  funds — one  long- 
term,  one  short-to-intermediate — 
from  each  of  these  bond  groups:  cor- 
porate, government  and  municipal. 
Top  it  off  with  one  mortgage  fund, 
which  by  its  nature  will  probably  be 
intermediate  in  duration,  or  interest 
rate  risk.  Just  the  strategy  that  would 
appeal  to  the  guy  who  wears  trousers 
with  an  elastic  waistband  plus  a  belt 
and  suspenders. 

Sheldon  Jacobs,  editor  of  the  No- 
Load  Fund  Investor  newsletter,  has  a 
similar  view:  "You  really  can't  get 
enough  diversification.  You  should 
diversify  not  just  stocks  but  managers. 
I  think  a  large  investor,  someone  with 
$1  million  or  more,  could  easily  have 
20  funds." 

Now  here's  why  we  don't  agree 
either  with  one-fund  Templeton  or 
with  the  more-the-merrier  folks: 

The  problem  with  owning  only  one 
fund  involves  taxes:  You  limit  your 
ability  to  benefit  from  tax  swaps.  If  the 
U.S.  stock  market  tumbles,  you  may 
want  to  sell  one  U.S.  fund  at  a  loss, 
then  immediately  buy  another  to  re- 
create your  position  at  a  lower  cost 
basis.  You  cannot  do  that  with  a  glob- 
al fund;  you  must  own  a  separate  U.S. 
portfolio. 

Here's  another  tax  subtlety.  If  you 
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Economic  Building  Blocks  Can  Be 
An  Investor's  Opportunity. 


To  build  and  maintain  a  healthy  economy, 
every  nation  needs  certain  necessities:  roads,  bridges, 
telephones,  electricity.  This  infrastructure  allows 
goods  and  services  to  be  created,  transported  and 
traded  nationally  and  internationally.  The  better 
the  infrastructure,  the  better  the  chances  for  growth 
and  prosperity. 

Supporting  infrastructure-related  industries  could 
offer  long-term  capital  growth  opportunities  to 
investors.  The  Templeton  Global  Infrastructure  Fund 
seeks  to  take  advantage  of  this  potential  worldwide. 
The  fund's  portfolio  managers  search  for  stocks 
that  are  undervalued  in  today's  market  but  show 
strong  possibilities  for  growth. 

Call  your  investment  representative  or  Templeton 
today  for  a  free  brochure. 


f Foreign  investing  involves  special  risks  including  currency  fluctuations  and  political 
uncertainty.  Because  the  fund  focuses  on  infrastructure-related  industries,  its  return 
may  be  more  volatile  than  that  of  a  more  broadly  diversified  investment. 
Principal  Underwriter.  Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.    T557 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

ptfi/ I  would  like  a  free  prospectus 
containing  more  complete  information  on 
the  Templeton  Global  Infrastructure  Fund, 
including  sales  charges  and  expenses.  I  will 
read  it  carfully  bfore  I  invest  or  send  money. 

D    I  am  currently  a  Templeton  shareholder. 

Name 
Address 
City 

State/Zip 
Daytime  Phone 


FOB95 

T557 


Templeton 

IwnRinwinR 


A  Member  of  the  $125  Billion  Franklin  Templeton  Group 


want  to  divide  your  assets  between 
stocks  and  bonds,  and  if  you  are  in  a 
fairly  high  tax  bracket,  it  doesn't  make 
sense  to  own  all  these  securities  in  a 
single  entity — that  is,  to  own  a  bal- 
anced fund.  Almost  all  balanced  funds 
own  taxable  bonds,  whereas  you  may 
be  better  off  in  tax-exempt  bonds. 
And  you  may  be  still  better  off  in  tax- 
exempts  limited  to  your  home  state — 
see  p.  1 70.  i  There  are  balanced  funds 
that  mix  tax-exempts  w  ith  stocks,  but 
the  choice  is  extremely  limited. 

Sir  John's  perspective  on  taxes  may 
be  a  bit  limited  by  his  own  situation. 
He  lives  in  the  Bahamas,  where  there 
is  no  income  tax.  But  we'll  grant  him 
this:  Ifyou  want  to  own  stocks  in  your 
IRA,  a  single  globally  diversified  fund 
could  make  a  lot  of  sense. 

But  owning  20  funds,  or  even  1 1 .  is 
much  worse  than  owning  only  one. 
You  create  a  snarl  for  yourself  and  gain 
little  additional  diversification.  Most 
growth  funds  own  stocks  like  Micro- 
soft and  Motorola;  most  grow  th-and- 
income  funds  own  such  fare  as  Gener- 
al Electric  and  Exxon.  There's  no 
point  owning  the  same  stocks  over 
and  over  again. 

But  why  six?  We  recommend  a  core 
fund  portfolio  that  goes  something 
like  this:  one  domestic  stock  fund, 
one  international  stock  fund,  one 
junk  bond  fund,  one  municipal  bond 
fund,  one  Treasury  or  mortgage  bond 
fund.  You  would  own  your  two  tax- 
able bond  funds  junk  and  Treasury 
or  mortgage  i  in  your  ira  or  corporate 
thrift  plan.  You  would  hold  the  muni 
fund  in  a  taxable  account. 

Note  that  we  don't  think  you  need 
a  small-stock  fund  among  your  core- 
holdings.  Nor  do  we  see  the  point  of 
permanently  owning  a  high-grade 
corporate  bond  fund;  you'll  get  better 
return  for  the  risk  in  a  mix  of  a  junk 
fund  and  a  fund  holding  federally 
guaranteed  securities  Treasury  s  or 
mortgage  paper  . 

That  makes  five  core  holdings 
we're  not  counting  money  market 
funds).  Use  a  sixth — call  it  your  spe- 
cial situations  fund — to  try  matching 
your  own  wits  against  the  market. 

For  example:  When  small  stocks 
look  cheap  to  you  |  to  us  they  appear 
fairly  priced  now),  put  a  small-cap 
fund  in  your  sixth  slot;  other  options 
might  be  funds  specializing  in  utili- 
ties, real  estate  or  individual  foreign 
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markets.  Your  guesses  might  not 
work  out.  but  you  can  have  a  bit  of  fun 
without  compromising  \our  basic 
nest  egg. 

Many  financial  planners  and  bro- 
kers suggest  a  four-corners  approach: 
equal  parts  of  a  large  company  growth 
fund,  a  large  company  value  fund,  a 
small  company  growth  fund  and  a 
small  company  value  fund. 

To  us  that's  nonsense.  Here's  why: 

The  stock  market  is  not  evenly  di- 
vided into  fourths  or  halves:  The  Stan- 
dard &  Poor's  index  of  500  blue  chips 
accounts  for  three-fourths  of  the  total 
value  of  U.S.  stocks,  so  putting  half 
your  holdings  into  small  stocks  leaves 
you  with  a  badly  skewed  portfolio. 
What's  more,  as  FORBES  columnist 
David  Dreman  has  pointed  out  (Apr. 
26.  1993).  the  evidence  that  small 
stocks  outperform  large  is  tenuous. 

The  theoretical  advantage  of  the 
four-comers  strategy  is  that  it  match- 
es your  portfolio  to  the  market.  Heck, 
you  can  do  that  much  more  simply — 

Ifyou  love  Picasso,  owning 
17  of  his  works  is  at  least  17 
times  better  than  owning  just 
one.  But  owning  17  funds  is 
definitely  not  17  times  better 
than  owning  only  one. 


and  cheaply — by  buying  a  single   j 
encompassing  fund  like  Vanguard 
dex-Total  Stock  Market. 

For  your  international  stock  exj 
sure,  don't  bother  buying  a  separ 
emerging  markets  fund;  most  1 
foreign  funds,  like  those  from 
Row  e  Price,  Scudder  and  Yangua 
already  own  a  smattering  of  Th 
World  stocks.  That's  plenty  of  sp 
for  most  of  us. 

As  for  a  junk  bond  fund,  dec 
whether  you  want  higher-quai 
credits,  like  those  held  by  Yangu; 
Fixed  Income-High  Yield  Corpor 
or  Nicholas  Income,  or  the  wobbl 
holdings  of  funds  such  as  Fidel 
Capital  &  Income  or  Northeast  '. 
vestors  Trust. 

Tax  problem:  Junk  funds  havi 
habit  of  combining  high,  fully  taxal 
income  dividends  with  capital  los 
that  may  or  may  not  be  deductib 
depending  on  your  situation, 
short,  they  are  painful  for  taxal 
investors.  Try  to  hold  your  junk  ii 
tax-protected  account. 

If  you  do  own  taxable  bonds  ii 
taxable  account,  Treasurvs  ma 
sense — they  are  exempt  from  st. 
income  tax.  In  an  IRA,  you'd  gei 
better  yield  from  Ginnie  Maes.  Fitl 
place,  the  most  important  choice  is 
duration,  or  interest-rate  sensitivi 
Ifyou  are  fairly  confident  that  inter 
rates  will  head  down,  buy  a  long-te: 
Treasury  fund.  If  not,  stick  to  a  mo 
gage  fund  or  intermediate-term  Trc 
sun  fund. 

Ifyou  have  less  than,  say,  S60,0 
to  invest,  we'd  advise  owning  ev 
fewer  than  six  funds  as  a  way  to  mi. 
mize  investment  clutter.  For  v< 
small  investors,  we  think  Sir  Jo 
Templeton  is  right:  Buy  just  one  fu 
and  pick  it  carefully. 

A  final  reason  for  not  clogging  yd 
portfolio  with  more  than  six  funds: 
makes  for  lousy  discipline.  Unit 
vetting  is  your  full-time  job,  you  cai 
keep  close  track  of  more  than  a  f< 
funds.  You  may  end  up  with  a  lot 
stuff  you  bought  on  a  sudden  impu 
but  no  longer  know  why  you  ow 
Hav  ing  your  eggs  in  just  a  few  bask< 
makes  you  watch  those  baskets  mc 
carefully.  Notice  that  Warren  Buff' 
doesn't  own  hundreds  of  stocks.  I 
owns  a  few,  picks  them  carefully  a 
watches  them  like  a  hawk.  You  shot 
do  the  same.  I 

Forbes  ■  August  28,  19 


INTRODUCING  Vanguard  Horizon  Fund 

A  New  Way  For  Long-Term  Investors  To  Supplement  Their  Core  Holdings 


A  Unique  Series  Of 
Low-Cost  Portfolios 

If  you  already  have  a 
core  portfolio  -  one  that 
balances  stocks,  bonds, 
and  money  market 
instruments  -  and  you 
want  to  add  something 
more  aggressive, 
Vanguard's  new 
Horizon  Fund  can  help. 

And,  because  Horizon 
Fund  is  from  Vanguard, 
each  Portfolio  has 
significantly  lower 
operating  costs  compared 
to  the  average  of  other 
actively  managed  funds. 
(Source:  Morningstar,  Inc.) 

Developed 
Exclusively  For 
Long-Term  Investors 

Moving  one  step  closer 
to  your  long-term  goals, 
such  as  retirement,  may 
require  investment 
flexibility,  and  a  long- 
term  investment  horizon. 
Horizon  Fund  is  designed 
for  investors  who  can 
afford  to  ride  out  the  ups 
and  downs  of  the  market 
in  pursuit  of  maximum 
long-term  total  return. 


Four  Aggressively  Managed 

Portfolios  Seeking 

Maximum  Total  Returns 

1 

Global  Equity  Portfolio 

The  Global  Equity  Portfolio  will  invest  in 

stocks  of  U.S.  and  foreign  companies  with 

attractive  total  return  prospects.  This  Portfolio 

provides  investors  with  a  convenient  way  to 

participate  in  equity  markets  around  the  world 

through  a  single  stock  fund  that  is  global  in  scope. 


Global  Asset  Allocation  Portfolio 

The  Global  Asset  Allocation  Portfolio  will  invest 

in  stocks,  bonds,  and  cash  reserves 

(both  U.S.  and  foreign)  in  constantly  changing 

asset  and  country  allocations. 


Capital  Opportunity  Portfolio 

The  Capital  Opportunity  Portfolio  will  inve 
in  smaller  company  stocks  (primarily  in  the  U.S.J 

with  rapid  earnings  growth  prospects.  The 

Portfolio  is  expected  to  concentrate  its  holdings 

in  as  few  as  25  to  50  stocks. 


Aggressive  Growth  Portfolio 

The  Aggressive  Growth  Portfolio  seeks  the  best 

opportunities  across  the  entire  U.S.  equity  market. 

In  searching  for  the  highest  returns,  the  Portfolio 

manager  will  consider  larger  and  smaller  companies 

as  well  as  value  and  growth  stocks. 


1%  Redemption 
Fee  Discourages 
Short-Term  Traders 

Horizon  Fund  imposes 
a  1%  redemption  fee  on 
shares  held  less  than 
five  years.  The  1%  fee  is 
paid  directly  to  the  fund 
itself  to  offset  the  costs 
of  short-term  trading. 

For  The  Times  When 
You  Can  Afford 
Additional  Risk 

Seeking  an  aggressive 
long-term  investment 
does  require  above- 
average  risk  The 
Portfolios  are  designed 
for  investors  with  the 
perspective,  patience, 
and  financial  resources 
io  assume  above  average 
risk  and  volatility  for  the 
potential  of  achieving 
above-average  return 
on  their  investments. 
The  minimum  initial 
investment  is  $3,000; 
$500  for  IRAs.  And 
there  are  no  sales 
commissions  or 
12b-l  charges. 


Call  1-800-523-7780 

For  Further  Information  Or  To  Request  An  Information  Kit 

The  kit  contains  a  prospectus  with  more  complete  information  on  the  1%  redemption  fee,  advisory  fees,  distribution  charges. 
and  other  expenses.  Please  read  it  carefully  before  investing  or  sending  money,  t.  Vanguard  Marketing  Corp..  Distributor. 

LMPORTANTTNTORNIATION  FOR  INVESTORS:  A  subscription  period  for  Vanguard  Horizon  Fund  is  scheduled  to  begin  on  June  30. 1995. 
and  end  on  August  14. 1995.  During  this  period,  purchases  by  check  or  wire  will  be  invested  in  money  market  instruments  to  allow  the  Portfolios 
to  accumulate  sufficient  assets  for  investment  beginning  August  14, 1995.  Written  exchange  requests  out  of  other  Vanguard  Portfolios  m 
new  Vanguard  Horizon  Fund  received  during  the  subscription  period  will  be  executed  at  the  end  of  the  subscription  period  on  August  14, 1995. 
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*^OF  INVESTMENT  COMPANIES- 


How  to  use  these  tables 


Over  the  four  decades  that  Forbes  has  been  rating  mutual 
funds,  one  theme  has  been  constant:  Before  buying  a  tiind, 
you  must  evaluate  it  in  bear  markets  as  well  as  bull  markets. 
"The  stock  market  is  no  one-way  street,"  we  warned  in 
our  first  annual  fiind  survey  (July  1.  1956).  "How  steady, 
when  the  market  starts  to  slip,  are  the  mutual  hinds?" 
From  that  issue  forward,  we  have  rated  fund  performance 
separately  for  up  and  down  markets.  That  way,  you  have 
some  idea  not  onlv  of  how  much  money  a  fund  might 
make  for  vou  but  also  of  how  much  it  might  lose. 

Thus  our  up  and  down  performance  grades,  which 
appear  at  the  far  left  in  the  tables  that  follow ,  set  Forbes' 
fund  survey  apart  from  competing  roundups  of  fund 
performance,  which  blithely  assume  that  a  single  symbol 
can  summarize  a  fund's  behavior. 

For  both  up  and  down  markets,  we  grade  on  a  curve, 
with  separate  grading  pools  for  funds  that  have  survived 
for  three  market  cycles  and  those  that  have  survived  only 
two  I  the  two-cycle  fund  grades  are  flagged  with  a  ■).  The 
top  5%  are  graded  A+;  the  next  15%,  A;  the  next  25%,  B; 
the  next  25%,  C;  the  next  25%,  D;  the  bottom  5%,  F. 

For  domestic  stock  funds,  the  first  of  our  three  up-and- 
down  market  cycles  begins  in  lune  1983.  Global  (p.  212  i 
and  foreign  stock  funds  ip.  216)  are  also  graded  against 
one  another  over  three  bull  and  bear  market  cycles.  The 
global  stock  and  foreign  cycles  date  back  to  March  1984. 
Junk  bonds  I  p.  253  I  often  act  more  like  stocks  than  bonds, 
so  we  grade  junk  funds  over 
three  long  cycles  beginning 
in  February  1987.  However, 
balanced  funds  i  p.  206 ),  tax- 
able bond  funds  (p.  222  i, 
municipal  i  p.  230  >  and  glob- 
al bond  funds  i  p.  256  i  are 
measured  against  a  blend  of 
all  up  months  and  one  of  all 
down  months  over  the  last 
five  years. 

No  fund  less  than  one  year 
old  is  included.  Stock,  bal- 
anced, foreign  and  global 
funds  must  have  at  least  S50 
million  in  assets  |  up  from 
S25  million  last  yean;  bond 
and  tax-free  money  funds, 
S100  million;  taxable  money 
funds,  $500  million.  To  get  a 
letter  grade,  all  funds  must 
have  met  the  asset  minimums 
in  force  throughout  the  time 
periods  measured. 

Fund/distributor.  For  a 
prospectus,  contact  the  dis 
tributor    that   sells   and    re- 
deems each  fund's  shares.  In 
the  distributor  tables,  begjn- 
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ning  on  page  260,  we  list  phone  numbers,  addresses  andl 
minimum  initial  investments.  Some  funds,  such  as  Cohen! 
8c  Steers  Realty  Shares,  have  high  minimum  investments! 
but  are  available  in  smaller  doses  from  discount  brokersl 
like  Charles  Schwab  &  Co.  (see  p.  160). 

Total  return.  This  shows  any  rise  or  fall  in  net  asset! 
value,  assuming  all  distributions  of  income  or  capital  gains! 
are  reinvested  in  the  fund.  Overhead  and  management! 
expenses,  but  not  one-time  sales  charges,  have  been  deduct- 
ed. The  "hypothetical  results"  column  of  the  Honor  Roll  isj 
the  only  performance  statistic  that  reflects  sales  loads.  An| 
annualized  figure  is  a  compound  annual  return. 

Yield  is  the  total  dividends  from  investment  income! 
over  the  past  12  months  divided  by  the  June  30  net  asset| 
value.  We  show  yield  for  bond  and  balanced  funds  onlv. 

Assets  is  securities  plus  cash,  less  anv  liabilities;  thel 
figure  covers  all  retail  classes  of  fund  shares  combined. 

Weighted  average  P/E  shows  the  typical  price/earn- 
ings ratio  of  the  fund's  stock  holdings.  A  high  number  here  j 
suggests  that  the  manager  likes  riskv  high-growth  stocks. 

Median  market  cap  indicates  the  total  market  value  oil 
the  fund's  typical  stock;  a  small-stock  specialist  will  have  a| 
median  market  cap  of  SI  billion  or  less. 

Weighted  average  maturity  captures  some   of  theJ 
interest  risk  in  a  bond  fund;  a  bond  with  a  long  maturitv| 
tends  to  be  riskier  than  one  with  a  short  maturity.  Get 
fuller  measure  with  our  up-  and  down-market  grades;  an  A| 
up-market  grade  and  a  D  or  F  down-market! 
grade  suggest  that  a  fund  carries  the  kind  otj 
interest  rate  risk  vou  get  in  a  long-term  bond. 
Maximum  sales  charge  shows  the  highest  j 
commission  collected  by  the  fund's  distribu- 
tors, including  anv  back-end  (exit)  charge. 
In  most  cases,  sales  charges  are  reduced  fori 
large  investments.  This  column  excludes! 
redemption  fees  that  are  put  back  into  the  pot! 
for  shareholders;  these  are  footnoted  separately.! 
Annual  expenses  per  S100  measures  howl 
much   of  your  capital   the   fund's   managers   andl 
distributors    devour    each    year    in    managemi 
charges,  marketing  costs  and  overhead.  You  should! 
be  able  to  find  good  bond  funds  with  expenses  well 
under  S 1 ,  U.S.  stock  hinds  for  well  under  S 1 .50  and 
foreign  funds  for  no  more  than  S2.  Municipal  and] 
taxable  (but  not  junk)  bond  funds  with  expenses| 
greater  than  SI. 25  are  excluded  from  these  list- 
ings. Use  the  Best  Buy  tables  that  begin  onl 
^L_.      p.    134  to   find   bargain   funds  with  good| 
performance  records. 

Data  come  from  Forbes'  own  surveys  j 

and  from  Upper  Analytical  Sen  ices. 

Inc.    and    Morningstar,    Inc. 

Closed-end      funds 

will       be      covered 

'      in    the    next    issue 

—    (Sept.  11>.  I 
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Responsive  Solutions: 

Creating  A  Cohesive  Partnership 
Between  Private  Interests. 
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Private  placements  call  for  an  ability  to  meet 
the  needs  and  preferences  of  two  separate  parties. 

At  First  Union  Capital  Markets  Group,  our 
ongoing  relationships  with  clients  and  investors  have 
long  been  the  cornerstone  of  sound  private  financings. 
Ever  mindful  of  the  requirements  of  both  parties,  we 
constantly  customize  and  modify  approaches.  This 
becomes  the  framework  for  responsive  solutions. 


Perhaps  First  Union  should  be  on  your  short  list  if 
you're  looking  for  a  capital  markets  partner.  We'd  like 
the  opportunity  to  show  you  why. 


Capital  Markets  Group 


Asset  Based  Finance  •  Asset  Securitization  •  Corporate  Debt  Underwriting  •  Foreign  Exchange  •  International  Trade  finance  •  -easing 

•  Leveraged  Finance  •  Mergers  and  Acquisitions  •  Mezzanine  and  Equity  Capital  •  Money  Market  Investments  •  Municipal  Securities  UnderwriSng 

•  Private  Finance  Public  Finance  •  Real  Estate  •  Risk  Management  Products  •  Syndications  •  Ta> -Advantaged  Prooucts 

©1995  first  Union  Corporation 


Special  Advertising  Series 


This  continuing  series  of  Ohio  business  reports  is  a  public-private  partnership  between  the  Ohio  Department  of  Develo 


ORMET 
CORPORATION 


The  lure  of  low  costs— barge  trans- 
portation of  bulk  materials  and  cheap 
power  from  Appalachian  coal  fields— drew 
steel  mills,  power  plants  and  refineries  to 
the  banks  of  the  Ohio  River  in  a  bygone  era. 

Those  elements  were  equally  critical 
to  the  aluminum  industry  that  established 
itself  in  southeast  Ohio  40  years  ago. 

The  Hannibal  smelter  in  Monroe 
County  (pop.  15,280)  served  a  series  of 
corporate  masters,  eventually  coming  into 
the  hands  of  Consolidated  Aluminum 
(Conalco),  a  subsidiary  of  Alusuisse. 

In  the  mid-'80s  a  leveraged  buyout 
from  Conalco  brought  the  smelter  and  other 
facilities  to  R.  Emmett  Boyle,  engineer/busi- 
nessman/civic leader  and  CEO  of  Ormet 
Corp.  Then  last  year,  in  an  ironic  twist  of 
events,  Boyle  bought  Conalco.  The  deal  makes 
Ormet  a  billion-dollar  business  and  the 
fourth-largest  primary  aluminum  producer 
in  the  U.S. 

The  buyout  doubled  Ormet's  work  force 
to  3,300  and  brought  several  additional 
facilities  in  five  states  under  Ormet's  wing. 


Ormet's  Hannibal  Reduction  Division 
produces  254,000  metric  tons  of  aluminum 
annually,  7%  of  U.S.  production.  The  adja- 
cent Hannibal  Rolling  Mill  makes  specialty 
aluminum  sheet  products.  Together,  the 
facilities  employ  2,500  people. 

While  the  Conalco  buyout  gave  Ormet 
a  powerful  presence  in  the  world  aluminum 
industry,  maintaining  that  presence  is 
challenging. 

Domestically,  the  company  faces 
increases  in  electricity  prices, 
the  result  of  new  air  quality 
controls  on  coal-fired  power 
plants.  Energy-intensive  Ormet 
consumes  enough  electricity 
to  light  Cleveland.  Globally, 
world  commodity  markets 
are  susceptible  to  wild  swings. 

Boyle  meets  each  chal- 
lenge head-on.  In  energy  he  is 
bidding  out  the  company's 
power  requirements  to  utilities, 
independent  power  producers 
and  brokers.  To  cushion  the 
company  from  the  caprices 
of  the  commodities  markets,  he  is  develop- 
ing value-added  products. 

Under  Boyle,  Ormet  is  making  satisfy- 
ing and  consistent  growth,  the  result  of 
aggressive  sales  and  marketing,  investment 
in  new  technology  and  a  sharp  focus  on 
customer  needs. 

Boyle  plies  a  three-part  strategy  to 
keep  the  company  competitive. 

"The  acquisition  of  Conalco  means 
that  Ormet  is  a  totally  integrated  aluminum 
company,"  he  says.  "We  not  only  reduced 
our  production  costs  but  we  can  also  make 
value-added  products  such  as  sheet,  foil 
and  coated  coil." 
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Ormet  is  strengthening 
the  economic  future  of 
the  Ohio  Valley." 
Emmett  Boyle,  President, 
Chairman  &  CEO 
Ormet  Corp. 


A  second  strategy  is  to  develop 
markets,  particularly  in  the  auto  indi  ] 
Ormet's  new  forms  of  aluminun 
thinner  and  lighter  than  steel  but  eq<  [( 
as  strong  in  many  automotive  apj 
tions.  One  segment  of  the  market- 
wheels— is  growing  at  10%  a  year. 

A  third  strategy  relates  to  loa 
Unlike  other  large  aluminum  compc 
Ormet  is  a  U.S.-owned,  U.S.-based 
pany  that  utilizes  U.S.  labor. 

In  terms  of  market,   | 
could  be  no  better  loci 
Monroe  County's  500 <  I 
market  radius  encircles-  nlma 
of  the  major  U.S.  alumi*  ^ 
extrusion  operations  A 
fabricators 

"We're  very  hig, 
Monroe  County— for 
reason,"  says  Boyle.  "T<  m 
is  plenty  of  experier 
hard-working  labor  lite 
The  river  provides  ine: 
sive  transportation  foifs 
materials,  and  we 
excellent  rail  and  truck  links  fo 
ished  products." 
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■  ORMET  CORPORATION 

614-483-2618 

■  MONROE  COUNTY  DEVELOPME 

614472-0810 

'  OHIO  DEVELOPMENT  OPPORTUN 

800-345-OHIO 


Advertisement 


M  rentier  Fund,  local  economic  development  offices,  and  featured  Ohio  businesses. 


)LVO  GM  HEAVY 
ttJCKCORPORATION 


A 

Success  is  sweet— and  it  becomes 
la,!  sweeter  when  it  is  accomplished  by 
paling  a  field  of  strong  competitors. 
d»  So  it  was  with  Volvo  GM  Heavy 

:k,  which  attained  ISO-9001  validation 
Jntly. 
xaj  "We're  extremely  proud  to 

o.  1,"  says  Harold  Mitchell, 

ral  manager.  "That's  first 

i  e  heavy-duty  truck  indus- 

uid  that's  first  in  the  wheels 

stry.  That's  something!" 

The  designation  is  recog- 

i  in  more  than  90  countries 
ifn  assurance  of  quality. 

ISO-9001  status  is  the 
tjiest  of  the  quality  desig- 
ns to  achieve  because  it 
oi^rs  not  just  production, 

|  illation  and  servicing  but 

^design,  development  and  engineering. 
The  designation  means  there  is  no 

;tion  about  the  quality  system  in  the 

)ry,"  says  Mitchell.  "Therefore,  there's 
■  uestion  about  the  quality  of  the  truck." 

The  company,  a  Swedish-American 
venture  between  Volvo  and  General 


a 


"ISO-9001  registration  is 
a  quality  issue  and  a 
competitive  issue.  But  it 
is  also  a  pride  issue. " 
Harold  Mitchell,  General 
Manager,  Volvo  GM 
Heavy  Truck 
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Motors,  makes  Volvo  vehicles  in  the 
northeast  Ohio  community  of  Orrville 
(pop.  8,000),  as  well  as  in  Dublin,  Va. 

With  13%  of  the  heavy  truck  market, 
Volvo  GM  Heavy  Truck  is  part  of  the  second- 
largest  truck-manufacturing  company  in 
the  world.  The  trucks  are  used  in  the  motor 
freight  industry  and  for  garbage  collection, 
logging  and  dumping. 

The  company  is  an  important  compo- 
nent of  Ohio's  mammoth  vehicle  industry, 
contributing  to  the  state's 
first-place  ranking  in  truck 
production. 

Volvo  GM  Heavy  Truck 
assembles  40  trucks  a  day  in 
rural  Orrville  in  Wayne  County 
(pop.  104,000).  At  first  glance, 
the  county's  bucolic  charac- 
ter belies  its  ability  to  serve 
industry.  Wayne  County  is  the 
largest  producer  of  crops  and 
cattle  in  the  state,  and  horse- 
drawn  buggies  rolling  down 
the  road  are  a  common  sight 
in  this  Amish-populated  region. 
But  Wayne  County  and  surrounding 
environs  serve  industry  well.  In  addition  to 
Volvo  GM's  700-employee  plant,  the  county 
also  houses  several  large  food  processing 
and  metal  fabrication  facilities  and  is  head- 
quarters to  the  Rubbermaid  Corporation. 
The  Orrville  location  gives  the  com- 
pany superior  just-in-time  possibilities. 
Using  the  truck-to-manufacturing  line  concept, 
some  $3  million  in  parts  roll  into  the  plant 
each  night.  The  next  day  they  roll  out  as 
completed  vehicles,  which  are  distributed 
to  300  dealerships  across  North  America. 
The  ISO-9001  registration  took  a  little 
over  two  years  to  achieve,  culminating  in 


For  two  years  in  a  row,  Ohio  has 
been  rated  the  national  leader  in 
business  development.  The  com- 
panies profiled  here  illustrate  the 
diversity  and  strength  of  our 
economy.  Read  their  stories  and 
learn  why  so  many  companies 
choose  to  expand  and  grow  in  Ohio. 


George  V.  Voinovich,  Governor 

approval  by  Underwriters'  Laboratories 
in  December  1994.  The  process  involved 
not  just  change  in  process  but  also  in  cor- 
porate culture. 

After  months  of  intense  self-examination, 
the  company  identified  all  the  cross-functional 
activities  that  affect  quality.  There  began 
to  evolve  a  clear  picture  of  how  each  job 
relates  to  the  core  business  of  assembling 
trucks.  Redundant  and  obsolete  processes 
were  weeded  out.  During  1994  the  com- 
pany conducted  251  internal  audits,  which 
led  to  refinement  of  many  of  the  processes. 

The  probing  for  quality  improvements 
is  not  complete— it  is  an  ongoing  process 
designed  to  keep  the  company  in  a  leader- 
ship position  in  the  marketplace. 


■  VOLVO  GM  HEAVY  TRUCK 

910-393-2000 

■  WAYNE  DEVELOPMENT  COUNCIL 

216-264-2411 

OHIO  DEVELOPMENT  OPPORTUNITIES 

800-345-OHIO 
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Stock  funds 


Use  the  tables  below  to  determine  if  a  fund  with  hot 
returns  over  the  past  12  months  is  a  flash  in  the  pan  or  a 
reliable  long-term  performer.  Remember,  stocks  go  down 
as  well  as  up.  Because  the  star  of  today's  bull  market  may  be 
the  stinker  of  tomorrow's  bear  market,  Forbes  rates  stock 
funds  through  three  up-and-down  market  cycles;  to  be 


graded,  a  fund  must  have  been  in  existence  for  at  least  two 
full  cycles,  dating  back  to  Aug.  31,  1987.  A  fund  with  a 
high  up-market  grade  and  a  low  down-market  grade  is 
probably  taking  above-average  risk.  For  telephone  num- 
bers, addresses  and  minimum  initial  investments,  see  the 
table  of  distributors  beginning  on  page  260. 


Rising  markets 

Declining  markets   i6™!^0 


7/31/84  to 
8/31/87 


11/30/87  to 
5/31/90 


10/31/90  to 
6/30/95 


8/31/87  to 
11/30/87 


5/31/90  to 
10/31/90 


Ratio  scale 
(6/30/83=100) 


200 


100 


The  Standard  &  Poor's  500  price  index, 
scaled  so  that  June  30,  1983  is  100,  shows 
the  market  cycles  against  which  Forbes 
measures  U.S.  stock  fund  performance. 


50 


+119% 


H- 

J0%      +57% 

|  *|--16% 

+79% 

^^^ 

— Annualized  total  return — 

Assets 

Weighted 

Median 

Maximum 

Annual 

6/83 

last 

5-year 

6/30/95 

average 

market 

sales 

expenses 

to  6/95 

12 

($mil) 

P/E 

cap 

charge 

per 

' 

months 

($bil) 

$100 

14.1% 

26.0% 

12.0% 

17.3 

$24.3 

11.6% 

22.5% 

22.4% 

12.6% 

18.0 

$8.9 

$1.21 

* 

10.3% 

$1,079 

18.2 

$24.4 

4.75% 

$1.17 

* 

35.3 

— * 

247 

31.0 

1.7 

4.75 

1.54 

— * 

9.2 

— * 

76 

14.2 

12.0 

4.75 

1.19 

— * 

19.9 

9.6 

651 

12.9 

10.5 

none 

0.98 

± 

19.0 

13.3 

2,738 

15.7 

9.7 

none 

0.74 

14.6% 

13.4 
23.3 

14.8 

2,246 

16.6 

1.1 

t 

0.62 

13.4 

12.1 

4,706 

15.7 

18.6 

5.75 

0.63 

* 

50.4 

26.4 

986 

22.2 

0.7 

5.50 

1.33 

12.2 

21.4 

12.0 

1,741 

16.3 

18.3 

5.50 

1.17 

14.4 

36.1 

19.1 

5,469 

21.0 

3.8 

5.50 

1.19a 

13.1 

29.3 

10.9 

4,262 

18.3 

7.9 

5.50 

1.21a 

10.0 

32.0 
30.6 

7.6 

226 

20.4 

» 

6.0 

5.50 

1.36 

11.0 

13.0 

941 

17.5 

12.9 

« 

0.72 

— * 

30.6 

17.3 

3,835 

16.0 

7.3 

5.50 

1.16 

* 

37.2 

16.6 

107 

21.2 

13.3 

5.00b 

2.10 

— * 

49.4 

15.9 

409 

27.8 

1.3 

5.00b 

2.15 

11.9 

26.5 

13.9 

899 

13.7 

15.4 

4.25 

1.05 

12.7 

21.7 

9.8 

581 

13.4 

16.8 

4.25 

2.00 

Performance 

UP        DOWN 

—markets— 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

AAL  Capital  Growth/AAL 

AAL  Smaller  Company  Stock/AAL 

AAL  Utilities  Fund/AAL 

AARP  Growth-Capital  Growth/Scudder 

AARP  Growth-Growth  &  Income/Scudder 

Acorn  Fund/Acorn 


c 

B 

Affiliated  Fund/Lord  Abbett 

A  + 

■  D 

AIM  Equity-Aggressive  Growth/AIM 

C 

B 

AIM  Equity-Charter-A/AIM 

A  + 

F 

AIM  Equity-Constellation-A/AIM 

B 

D 

AIM  Equity-Weingarten-A/AIM 

D 

AIM  Growth  Fund-A/AIM 

B 

D 

AIM  Summit  Fund/AIM 

A 

■  C 

AIM  Value  Fund-A/AIM 

B 

■  C 

Alger  Fund-Growth/Alger 

Alger  Fund-Small  Capitalization/Alger 

B 

D 

Alliance  Fund-A/Alliance 

D 

Alliance  Growth  &  Income-A/Alliance 

180 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     * 'Available  only 
through  monthly  contractual  plan.     tClosed  to  new  investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a:  Net  of 
absorption  of  expenses  by  fund  sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  176.  Distributor  table,  page  260. 
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Performance 

UP        DOWN 

—markets— 


Fund/distributor 


Annualized  total  return 

Assets 

Weighted 

Median 

Maximum 

Annual 

6/83           last          5-year 

6/30/95 

average 

market 

sales 

expenses 

to  6/95          12 

($mil) 

P/E 

cap 

charge 

per 

months 

($bil) 

$100 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Alliance  Growth  Fund-A/Alliance 
Alliance  Premier  Growth-A/Alliance 
Alliance  Quasar  Fund-A/Alliance 
Alliance  Technology  Fund-A/Alliance 
Amcap  Fund/American  Funds 
Amcore  Vintage  Equity/Bisys 

American  Capital  Comstock-A/Van  Kampen 
American  Capital  Emerg  Growth-A/Van  Kampen 
American  Capital  Enterprise-A/Van  Kampen 
American  Capital  Growth  &  Income/Van  Kampen 
American  Capital  Pace-A/Van  Kampen 
American  Gas  Index/Rushmore 

American  Growth  Fund/American  Growth 
American  Leaders  Fund-A/Federated 
American  Mutual  Fund/American  Funds 
American  National  Growth/Securities  Mgmt 
American  National  Income/Securities  Mgmt 
American  Performance  Equity/Bisys 

AmSouth  Equity  Fund/Bisys 
AmSouth  Regional  Equity/Bisys 
Amway  Mutual  Fund/Amway 
API  Trust-Growth/Yorktown 
Ariel  Appreciation  FundVAriel 
Ariel  Growth  Fund2/Ariel 

Atlas  Growth  &  Income-A/Atlas 
Babson  Enterprise  Fund/Jones  &  Babson 
Babson  Growth  Fund/Jones  &  Babson 
Babson  Value  Fund/Jones  &  Babson 
Baird  Blue  Chip/Baird 
Baird  Capital  Development/Baird 

Baron  Asset  Fund/Baron 
Bartlett  Basic  Value/Bartlett 
Benham  Equity  Growth/Benham 
Benham  Income  &  Growth/Benham 
Benham  Utilities  Income/Benham 
Berger  One  Hundred/Berger 
Berger  One  Hundred  and  One/Berger 


14.1% 
11.6% 


9.6% 
13.7 
12.0 


11.1 
11.0 
11.4 
10.9 
10.6 


9.5 
13.3 
12.9 

8.9 
11.0 


10.7 


11.0 


11.3 


12.3 
10.7 


26.0% 
22.5% 

21.4% 

31.3 

21.8 

82.4 

21.8 

24.9 

21.5 
28.5 
27.3 
21.3 
20.6 
12.2 

11.8 
20.2 
17.8 
21.8 
18.2 
22.7 


22.5 
15.4 
20.2 
20.0 
25.6 
19.2 


12.0% 

17.3 

$24.3 

12.6% 

18.0 

$8.9 

* 

$1,659 

14.9 

$13.1 

4.25% 

— * 

227 

12.7 

14.1 

4.25 

5.8% 

148 

14.3 

0.7 

4.25 

24.7 

434 

22.0 

6.8 

4.25 

11.1 

3,244 

17.4 

12.1 

5.75 

* 

155 

17.5 

15.8 

none 

10.3 
17.3 
12.8 
12.2 
9.6 
5.7 


1,022 
1,323 
1,092 

292 
2,341 

191 


16.4 
25.9 
18.3 
17.3 
18.3 
20.5 


16.9 
1.2 
11.8 
15.4 
16.3 
2.1 


5.75 
5.75 
5.75 
5.75 
5.75 
none 


13.1 

85 

14.9 

12.6 

5.75 

12.9 

441 

15.0 

15.3 

5.50 

10.9 

6,115 

15.1 

11.7 

5.75 

10.3 

126 

18.6 

15.6 

5.75 

11.3 

128 

14.9 

10.5 

5.75 

— * 

73 

15.2 

23.6 

4.00 

18.9 

11.3 

265 

18.0 

13.1 

4.50 

12.2 

12.2 

65 

15.1 

3.7 

4.50 

17.5 

9.8 

71 

21.3 

9.2 

3.00 

19.5 

11.6 

62 

NA 

NA 

none 

5.6 

7.7 

131 

15.4 

1.5 

none 

9.3 

6.7 

129 

15.2 

1.1 

t 

_* 

79 

17.0 

7.2 

3.00 

13.5 

199 

15.2 

0.2 

t 

9.7 

248 

18.2 

15.1 

none 

14.3 

213 

13.0 

10.4 

none 

10.8 

67 

22.9 

15.7 

5.75 

11.9 

57 

17  0 

2.0 

5.75 

30.2 

14.6 

202 

19.1 

0.8 

none 

19.5 

10.0 

111 

15.7 

11.8 

none 

23.7 

— * 

152 

15.7 

20.5 

none 

23.3 

— * 

267 

15.5 

22.6 

none 

12.7 

— * 

172 

13.5 

11.3 

none 

20.2 

17.8 

2,089 

22.4 

7.8 

none 

11.6 

13.9 

349 

14.6 

8.9 

none 

$1.21 

$1.37 
1.96 
1.67 
1.66 
0.71 
0.54 

1.01 
1.20 
1.05 
1.16 
1.05 
0.85 

1.34 
1.20 
0.60 
0.97 
1.12 
1.13a 

1.03a 

1.08a 

1.10 

2.06a 

1.35a 

1.25 

1.29a 

1.08 

0.85 

0.99 

1.60 

1.50 

1.50 

1.20 

0.75 

0.73 

0.75a 

1.53a 

1.68a 


'Formerly  Calvert-Anel  Appreciation.     2Formerly  Calvert-Anel  Growth. 
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Performance 

UP        DOWN 

—markets— 

Fund/distributor 

Annualized  total  return 

6/83           last          5-year 
to  6/95          12 
months 

Assets 

6/30/95 

($mil) 

Weighted 

average 

P/E 

Median 

market 

cap 

($bil) 

Maximum 
sales 
charge 

Annual 

expenses 

per 

$100 

Standard  &  Poor's  500  stock  average 

14.1% 

26.0% 

12.0% 

17.3 

$24.3 

Forbes  stock  fund  composite 

11.6% 

22.5% 

31.5% 

12.6% 

18.0 

$8.9 

$1.21 

Berger  Small  Company  Growth/Berger 

* 

* 

$402 

30.7 

$0.7 

none 

$1.94a 

A 

■  D 

Berwyn  Fund/Berwyn 

* 

22.7 

15.0% 

75 

9.2 

0.3 

none§ 

1.33 

B 

C 

Wm  Blair-Growth/Wm  Blair 

11.5% 

28.8 

15.2 

299 

25.2 

4.3 

none 

0.63 

BNY  Hamilton  Equity  Income/BNY 

* 

16.7 

* 

155 

17.2 

19.3 

4.50% 

1.04 

Brandywine  Blue  Fund/Brandywrne 

* 

35.7 

— * 

92 

19.9 

4.2 

none 

1.70 

■  A 

■  D 

Br 
Bi 

andywine  Fund/Brandywine 

* 

35.0 
31.7 

17.8 

3,295 

20.1 

3.1 

none 

1.10 
2.92 

D 

D 

II  &  Bear  Special  Equities1  Bull  &  Bear 

5.9 

2.7 

54 

18.0 

2.8 

none 

D 

Burnham  Fund-A/Burnham 

11.7 

16.4 

8.9 

107 

14.7 

20.7 

5.00 

1.50 

Cadence  Capital  Appreciation2/Pimco  Advisors 

* 

24.0 

* 

209 

15.2 

11.2 

none 

0.70 

Cadence  Mid  Cap  Growth3/Pimco  Advisors 

* 

26.8 

— * 

153 

17.8 

2.4 

none 

0.70 

Cadence  Small  Cap  Growth4/Pimco  Advisors 

— * 

17.3 

— * 

62 

17.7 

0.6 

t 

1.25 

Calvert  Social  Inv-Equity-A/Calvert 

* 

6.5 
17.6 

4.5 

90 

15.0 

8.0 

4.75 

1.40a 
2.55a 

Calvert  Strategic  Growth-A/Calvert 

* 

149 

35.4 

1.7 

4.75 

■  D 

■  A 

Capital  Income  Builder/American  Funds 

— * 

13.9 

12.1 

4.134 

11.9 

11.9 

5.75 

0.73 

D 

C 

Capstone  Growth  Fund5/Capstone 

8.9 

17.3 

7.3 

84 

18.3 

25.5 

4.75 

1.35 

D 

A 

Cardinal  Fund/Cardinal 

12.1 

13.9 

9.4 

231 

14.9 

7.4 

4.50 

0.69 

B 

B 

Century  Shares  Trust/Century  Shares 

13.9 

15.4 

11.3 

220 

12.6 

3.7 

none 

1.00 

A  + 

CGM  Capital  Development/CGM 

15.8 

7.1 
47.7 

18.9 

455 

8.9 

9.1 

t 

0.84 

Chesapeake  Growth  Fund/Chesapeake 

* 

* 

394 

22.7 

0.6 

t 

1.57 

B 

Clipper  Fund/Clipper 

■■    _* 

29.0 

14.6 

350 

15.7 

17.7 

none 

1.12 

Cohen  &  Steers  Realty  Shares/Cohen 

__* 

2.9 

* 

576 

20.1 

0.5 

none 

1.14a 

Colonial  Global  Utilities-A6/Colonial 

* 

9.2 

* 

227 

18.7 

1.4 

5.75 

1.34 

B 

Colonial  Growth  Shares-A/Colonial 

12.4 

23.1 

11.0 

242 

13.5 

8.2 

5.75 

1.22 

■  C 

■  D 

Colonial  Small  Stock-A/Colonial 

* 

33.6 
24.8 

10.5 

70 

14.2 

0.4 

5.75 

1.56 

Colonial  US  Fund  for  Growth-A/Colonial 

* 

* 

345 

15.3 

19.9 

5.75 

1.49 

Columbia  Common  Stock/Columbia 

— * 

18  9 

* 

205 

17.6 

17.6 

none 

0.79 

B 

C 

Columbia  Growth  Fund/Columbia 

12.3 

23.6 

12.6 

719 

17.0 

12.8 

none 

0.77 

-A 

Columbia  Special  Fund/Columbia 

— * 

20.3 

14.4 

1,171 

17.7 

2.9 

none 

1.00 

■c 

Common  Sense-Growth/Common  Sense 

— * 

20.4 

11.5 

2.461 

18.7 

16.1 

8.50 

1.09 

■  P 

Common  Sense-Growth  &  Inc/Common  Sense 

* 

21.7 
18.9 

10.5 

789 

17.2 

16.7 

8.50 

1.02 
0.95 

Compass  Capital  Equity  Income/Compass 

13.8 

323 

16.2 

6.1 

3.75 

Compass  Capital  Growth/Compass 

— * 

23.6 

8.3 

152 

18.8 

12.3 

3.75 

0.96 

D 

B 

Composite  Growth  &  lncome-A7/Murphey 

11.1 

19.7 

10.9 

125 

15.9  i 

16.2 

4.50 

1.15 

■  B 

■  D 

Composite  Northwest  50  Fund-A/Murphey 

— * 

16.1 

8.9 

157 

17.3 

6.7 

4.50 

1.10a 

■  B 

■  C 

Connecticut  Mutual-Growth/Phelps 

* 

22.4 

14.0 

98 

14.7 

10.6 

5.00 

1.17a 

F 

A  + 

Copley  Fund/Copley 

11.3 

12.2 

9.1 

76 

16.3 

3.0 

none 

1.09a 

Crabbe  Huson  Equity  Fund/Crabbe 

— * 

18.5 

16.8 

325 

15.3 

6.5 

none 

1.45a 

182 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  t Closed  to  new 
investors  ^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes 
back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Reflects  performance  of  Capital  Growth  prior  to  6/92  merger,  for- 
merly Pfamco  Capital  Appreciation.  3Formerly  Pfamco  Mid  Cap  Growth.  ■'Formerly  Pfamco  Small  Cap  Growth.  sFormerly  Capstone  US 
Trend,    formerly  Liberty  Financial  Utilities.     'Formerly  Composite  Growth.     Sources:  FORBES;  Upper  Analytical  Services;  Momingstar,  Inc. 
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American  General.  We  Provide 
Retirement  Annuities,  Consumer  Loans, 
Life  Insurance  And  Shareholder  Value. 


American  General  Corporation, 


headquartered  in  Houston,  is  one  of  the 


nation's  largest,  most  successful  con- 


sumer financial  services  organizations. 


We're  a  leading  provider  of  retirement 


annuities,  consumer  loans,  and  life 


insurance.  ^  Founded  in  1926,  we  help 


8  million  families  meet  their  financial 


security  needs.  Financial  security  is  also 


important  to  another  group.  Our  share- 


holders. Q  In  fact,  building  shareholder 


value  is  one  of  our  guiding  principles. 


Our  record  speaks  for  itself: 


annualized  total  return  to  shareholders 


of  21%  over  the  last  20  years . . .  increased 


dividends  each  year  during  the  same 


period... and  more  recently,   earnings 


have  doubled  over  the  last  five  years. 


Today,  American  General  has  assets 


of  $56  billion  and  shareholders'  equity 


of  $4.5  billion.  Financial  strength 


has  its  rewards,  as  does  our  commit- 


ment to  our  customers  and  our  share- 


holders. ®  To  learn  more  about  American 


General  (NYSE:  AGC),  please  contact 


Investor  Relations  at  (800)  AGC-1111. 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 


>iiurKwiij;i'F 


FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 


Annualized  total  return Assets 

6/83  last  5-year  6/30/95 

to  6/95  12  ($mil) 

months 


14.1% 
11.6% 


26.0% 
22.5% 


12.0% 
12.6% 


Weighted 

average 

P/E 


17.3 
18.0 


Median 

market 

cap 

(Sbil) 

$24.3 
$8.9 


Maximum 
sales 
charge 


Annual 

expenses 

per 

$100 


$1.21 


■  A 

■  B 

B 

C 

B 

D 

C 

A 

Crabbe  Huson  Special  Fund/Crabbe  — *  17.5%  19.2%  $829  18.1  $0.7  none  $1.44a 

Dean  Witter  American  Value/Dean  Witter  12.0%  25.7  15.4  1,838  23.3  11.5  5.00b%  1.71 

Dean  Witter  Capital  Growth/Dean  Witter  — *  17.8             7.0  484  19.8  8.4  5.00b  1.95 

Dean  Witter  Developing  Growth/Dean  Witter  7.6  40.8  12.9  424  23.0  2.1  5.00b  1.78 

Dean  Witter  Dividend  Growth/Dean  Witter  13.5  20.1  11.1  7,961  16.5  20.0  5.00b  1.42 

Dean  Witter  Health  Sciences/Dean  Witter  — *  29.3             — *  250  22.4  1.8  5.00b  2.30 


C  iB 

IF  iA 


■  B 


■  F 


IF  »A 


B  C 


Dean  Witter  Natural  Resource  Dev/Oean  Witter  7.3  10.1             6.0  140  19.6  13.3  5.00b  1.90 

Dean  Witter  Utilities/Dean  Witter  — *  13.6             8.8  3,025  16.6'  5.3  5.00b  1.64 

Dean  Witter  Value-Added  Mkt-Eq/Dean  Witter  — *  21.4  11.7  642  19.1  4.1  5.00b  1.66 

Delaware  Group  Decatur  Income-A/Delaware  12.6  18.1  10.0  1,303  19.2  8.2  5.75  0.81 

Delaware  Group  Decatur  Tot  Ret-A/Delaware  — *  19  9  11.0  489  18.1  8.2  5.75  1.26 

Delaware  Group  DelCap-A/Delaware  — *  20.8             9.6  837  21.5  5.75  1.39 

Delaware  Group  Trend-A/Delaware  10.2 

Delaware  Group  Value-A/Delaware  — * 

Dodge  &  Cox  Stock  Fund/Dodge  15.2 

Domini  Social  Equity/Signature  — * 

Dreyfus  Appreciation  Fund/Dreyfus  — * 

Dreyfus  Capital  Value-A/Dreyfus  — * 

Dreyfus  Core  Value-lnvestorVDreyfus  12.5  20.6  9.3  365  16.5  6.7  none  1.13 

Dreyfus  Edison  Electric  Index/Dreyfus  — *  20.7             — *  74  12.2  4.8  none  0.74 

Dreyfus  Fund/Dreyfus  11.2    '  18.3  8.4  2.712  17.4  10.8  none  0.74 

Dreyfus  Growth  &  Income/Dreyfus  — *  15.3             — *  1,756  16.5  15.1  none  1.14 

Dreyfus  Growth  Opportunity/Dreyfus  9.3  19.4  8.4  402  19.2  11.0  none  1.10 

Dreyfus  New  Leaders/Dreyfus  — *  18.1  12.6  492  20.4  0.6  none  1.16a 

Dreyfus  Special  Growth-Investor/Dreyfus  — *  5.6  11.8  66  13.6  3.1  none  1.40 

Dreyfus  Strategic  Growth/Dreyfus  — *  -8.3  5.8  72  12.9  3.6  3.00  1.46 

Dreyfus  Strategic  Investing-A/Oreyfus  — *  10.9  8.4  256  18.3  8.9  4.50  1.29 

Dreyfus  Third  Century/Dreyfus  10.5  19.5  8.7  380  18.3  10.2  none  1.17 

EV  Traditional  Growth/Eaton  Vance  10.7  19.0  7.2  130  20.9  11.4  4.75  0  97 

EV  Traditional  Special  Equities/Eaton  Vance  7.6  16.7  7.3  68  20.3  4.4  4.75  1.02 

EV  Traditional  Stock/Eaton  Vance  12.2  16.4  8.0  97  18.2  11.6  4.75  0  98 

EV  Traditional  Total  Return/Eaton  Vance  12.1  9.4  8.0  473  14.0  5.1  4.75  1.18 

EBI  Funds-Equity/EBI  — *  22.9  11.5  98  15.4       '      18.1  1.00b  2.25 

Eclipse  Financial  Asset-Equity/Eclipse  12.1  10.1  183  14.5  2.3  none  1.14 

Enterprise  Group-Cap  Apprec-A/Enterpnse  — *  23.6  13.2  116  20.8  13.4  4.75  1.75 

Enterprise  Group-Growth-A/Enterprise  12.1  31.9  13.9  108  21.4  17.0  4.75  1.60 

Enterprise  Group-Growth  &  Inc-A/Enterprise  15.5  10.0  55  17.3  15.0  4.75  1.50 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new 
Investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.     a.  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes 
back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Laurel  Capital  Appreciation. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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)nly  One  Custody  Specialist 
In  The  World  Offers: 


Master  Trust/Master  Custody 
Benefit  Disbursements 


Multi-Currency  Accounting 
And  Administration 


Award-Winning 
Windows"  Workstation 


Cash  Management 
Services 


Investment  Management 
Products 


Foreign  Exchange 

Securities  Lending 

And  Can  Create  Customized 
Solutions  For  You. 


THE 
BANKOF 
NEW 
YORK 


Specialists  In  Securities  Processing  Services. 

)  1 994  The  Bank  of  New  York  An  Equal  Opportunity  Lender      "Windows"  is  a  trademark  of  Microsoft  Inc. 


STOCK  FUNDS 


FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


■  B 

■  D 
A 

■  B 


D 
C 

■  B 
B 
A 

■  B 


■  C 

■  A 
C 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Evergreen  Aggressive  Growth-A/Lieber 
Evergreen  Fund-A/Lieber 
Evergreen  Growth  &  Income-A/Lieber 
Evergreen  Limited  Market-A/Lieber 
Evergreen  Total  Return-A/Lieber 
Evergreen  Value  Fund-AVLieber 

FAM  Value  Fund/FAM 

FBL-Growth  Common  Stock/FBL 

Federated  Growth  Trust/Federated 

Federated  Stock  Trust/Federated 

ity  Advisor  Equity  Growth-A/Fidelity  Adv 
ity  Advisor  Equity  Income-A/Fidelity  Adv 

ity  Advisor  Growth  Oppors-A/Fidelity  Adv 

ity  Advisor  Strat  Oppors-A/Fidelity  Adv 

ity  Blue  Chip  Growth/Fidelity 

ity  Contrafund/Fidelity 

ity  Destiny  Portfolio  I/Fidelity 

ity  Destiny  Portfolio  ll/Fidelity 

ity  Disciplined  Equity/Fidelity 
ity  Dividend  Growth/Fidelity 
ity  Emerging  Growth/Fidelity 
ity  Equity-Income/Fidelity 
ity  Equity-Income  ll/Fidelity 
ity  Fifty  Fund/Fidelity 

ity  Fund/Fidelity 
ity  Growth  &  Income/Fidelity 
ity  Growth  Company/Fidelity 
ity  Low-Priced  Stock/Fidelity 
ity  Magellan  Fund/Fidelity 
ity  Market  Index/Fidelity 


Fide 
Fide 
Fide 
Fide 
Fide 
Fide 
Fide 


ity  Mid-Cap  Stock/Fidelity 

ity  New  Millennium/Fidelity 

ity  OTC  Portfolio/Fidelity 

ity  Real  Estate  Investment/Fidelity 

ity  Retirement  Growth/Fidelity 

ity  Select-Air  Transportation/Fidelity 

ity  Select-Automotive/Fidelity 


Annualized  total  return 

6/83  last  5-year 

to  6/95  12 

months 


14.1% 
11.6% 

12.4% 
10.8 

13.7 
11.3 


8.3 
13.5 


16.0 
16.4 


12.8 

12.5 
14.8 
16.6 


26.0% 
22.5% 

24.7% 
23.2 
24.4 
1.9 
14.1 
21.5 


22.1 
17.2 
27.2 
25.5 
25.1 
24.7 

23.0 
39.1 
45.7 
17.5 
15.2 
30.3 

21.2 
20.9 
30.7 
19.2 
31.2 
25.6 

34.0 
34.7 
34.2 

1.2 
15.4 
32.6 

2.3 


12.0% 
12.6% 


19.3 

14.0 

8.4 

11.6 

18.8 

7.7 

19.7 

12.1 

30.1 

— 

22.6 

— 

14.3 


13.4 


15.8 
12.6 
13.1 
12.2 
15.2 


Assets 
6/30/95 

($mil) 


241 
70 
244 
588 
1,436 
651 


1.626 
407 
906 

8,783 

10,077 

128 


738 
337 

1,916 
514 

3,675 
143 
53 


Weighted 

average 

P/E 


17.3 
18.0 


13.8 
18.1 
15.5 
14.7 
21.6 
19.6 


15.2 
15.6 
24.1 
15.5 
18.0 
19.3 


15.8 
21.3 
24.0 
23.2 
16.1 
9.8 
14.0 


Median 

market 

cap 

($bil) 

$24.3 
$8.9 


Maximum 
sales 
charge 


17.3% 

$66 

27.1 

$6.7 

4.75% 

11.3 

580 

17.2 

5.2 

4.75 

13.3 

126 

15.1 

5.5 

4.75 

8.5 

74 

10.8 

0.1 

4.75 

9.1 

952 

13.4 

5.6 

4.75 

11.0 

332 

14.4 

15.2 

4.75 

1.2 
2.3 
10.2 
17.0 
8.3 
8.2 


16.5 
8.7 
5.4 
15.4 
11.7 
10.3 


3.7 
3.6 
1.5 
0.5 
8.7 
2.4 
4.0 


none 

5.00b 

none 

none 

4.75 

4.75 


17.5 

7.741 

17.9 

11.1 

4.75 

12.6 

558 

10.5 

7.6 

4.75 

19.6 

5,672 

21.7 

8.2 

3.00 

19.9 

11,567 

18.7 

9.2 

3.00 

18.4 

3,819 

15.5 

15.9 

** 

18.9 

1,870 

15.5 

15.9 

** 

none 
none 
3.00 
2.002 
none 
3.003 


11.6 

2,403 

16.8 

12.7 

none 

15.4 

11,548 

17.3 

17.2 

3.00 

15.7 

4,730 

19.0 

14.2 

3.003 

19.7 

2,735 

9.7 

0.5 

3.00 

16.0 

46.653 

17.1 

8.3 

3.00 

11.8 

451 

17.1 

24.1 

none 

none 
3.00 
3.00 
none 
none 
3.00 
3.00 


Annual 

expenses 

per 

$100 


$1.21 

$1.18 
1.38 
1.58 
1.62 
1.49 
0.93 

1.39 
1.76 
1.09 
1.01 
1.58 
1.51 

1.64a 

1.73a 

1.08a 

1.00a 

0.69 

0.80 

0.92a 
1.37a 
1.02a 
0.69a 
0.81a 
1.30a 

0.63a 

0.78a 

1.05a 

1.13 

0.96a 

0.45 

1.22a 

1.29a 

0.79 

1.03a 

1.07 

2.50a 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  or  did  not  meet  asset  mini  mum  for  full  period.     **  Available  only 
through  monthly  contractual  plan.     tClosed  to  new  investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a:  Net  of 
absorption  of  expenses  by  fund  sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  First 
Union  Value.     2Sales  charge  waived  through  12/31/95.     3Sales  charge  waived  through  12/31/96. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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Performance 

UP        DOWN 

— markets— 


B  D 

iC  «B 


Fund  :  r  :/:' 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Fidelity  Select-Biotechnology/Fidelity 
Fidelity  Select-Chemicals/Fidelrty 
Fidelity  Select-Computers/Ftdelity 
Fidelity  Select-Develop  Commua'Fidelity 
Fidelity  Select-Electronics/Fidelity 
Fidelity  Select-Energy  fidelity 


Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 
Fidelity  Select- 


Energy  Service/Fidelity 
Financial  Services/Fidelity 
Food  &  Agriculture/Fidelity 
Health  Care  Fidelity 
Home  Finance  Fidelity 
Industrial  Equip/Fidelity 

Industrial  Materials/Fidelity 
Leisure  F.delity 
Medical  Delivery  Fidelity 
Multimedia  Fidelity 
Natural  Gas  Fidelity 
Paper  &  Forest  Prods  Fide-it> 


Fidelity  Select-Regional  Banks  Fidelity 
Fidelity  Select-Software  &  Comp/Fidelity 
Fidelity  Select-Technology/Fidelity 
Fidelity  Select-Telecommun/Fidelity 
Fidelity  Select-Utilities  Growth  Fidelity 
Fidelity  Small  Cap  Stock/Fidelity 

Fidelity  Stock  Selector  fidelity 
Fidelity  Trend  Fund  Fidelity 
Fidelity  Utilities  Fund/Fidelity 
Fidelity  Value  Fund/Fidelity 
First  Eagle  Fund  of  America Bleichroeder 
First  Investors  Blue  Chip-A/First  Inv 

First  Investors  Growth  &  Income-A  First  Inv 
First  Investors  Special  Situations-A  First  Inv 
First  Investors  Utilities  Income-A/First  Inv 
First  Omaha  Equity  Fund  First  Omaha 
Flag  Investors  Telephone  Income-A  Brown 
Flex-funds-Muirfield  : \a 
Fortis  Advantage-Capital  Apprec-A Fortis 


Annualized  total  return 

6/83           last          5-year 
to  6/95          12 
months 

Assets 

6/30/95 

($mil) 

Weighted 

average 

P/E 

Median 

market 

cap 

(Sbil) 

$24.3 

Maximum 
sales 
charge 

Annual 

expenses 

per 

SlOO 

14.1% 

26.0% 

12.0% 

17.3 

11.6% 

22.5% 
20.5% 

12.6% 

18.0 

$8.9 

$1.21 

— * 

13.9% 

$417 

28.0 

;.;: 

3.00% 

$1.59 

— * 

15.5 

15.0 

74 

18.0 

5.0 

3.00 

1.51a 

— * 

70.3 

26.2 

466 

14.6 

7.3 

3.00 

1.69a 

— * 

60.7 

25.8 

327 

15.6 

5.2 

3.00 

1.56a 

* 

80.9 

27.0 

1.005 

16.1 

5.9 

3.00 

1.71a 

7.7% 

5.2 
13.9 

4.4 

112 

22.8 

13.5 

3.00 

1.85 

* 

0.7 

126 

23.4 

4.3 

3.00 

1.79a 

15.3 

15.6 

20.8 

153 

11.2 

6.8 

3.00 

1.54a 

— * 

29.4 

13.9 

226 

16.1 

14.5 

3.00 

1.68a 

16.9 

43.4 

19.4 

854 

16.8 

13.4 

3.00 

1.36a 

— ' 

14.9 

29.1 

345 

4.3 

1.7 

3.00 

1.45a 

— * 

35.7 
13.5 

13.6 

99 

12.6 

7.4 

3.00 

1.78a 

— * 

14.6 

107 

22.1 

5.2 

3.00 

1.53a 

— * 

21.6 

15.1 

70 

18.4 

5.6 

3.00 

1.62a 

— * 

27.1 

17.0 

154 

23.2 

4.7 

3.00 

1.45a 

— * 

30.5 

19.6 

77 

12.9 

5.8 

3.00 

2.03a 

— * 

0.0 

— * 

68 

21.2 

3.7 

3.00 

1.66a 

— * 

40.0 

13.4 

18.2 

62 

13.9 

3.3 

3.00 

1.87a 

* 

24.3 

186 

9.0 

5.3 

3.00 

1.56a 

— * 

68.7 

23.7 

292 

22.1 

5.9 

3.00 

1.50a 

9.0 

56.1 

25.1 

342 

18.7 

8.7 

3.00 

1.56a 

— 

23.9 

:-:: 

401 

11.5 

12.2 

3.00 

1.55a 

14.6 

10.2 

10.3 

221 

13.9 

12.0 

3.00 

1.42a 

— * 

26.2 
23.7 

— * 

... 

17.6 

0.6 

3.00 

0.90a 

* 

* 

866 

13.0 

12.5 

none 

0.97a 

11.7 

12.8 

11.4 

1.225 

21.3 

2.0 

none 

1.04 

— * 

9.8 

11.7 

1.309 

13.8 

9.9 

none 

0.87a 

11.0 

14.8 

15.2 

4.626 

23.0 

4.5 

none 

1.08a 

— * 

17.1 

12.4 

120 

12.8 

4.0 

none 

0.90 

— * 

19.3 
20.5 

8.7 

147 

17.8 

27.0 

-::-: 

1.54a 

* 

* 

54 

19.0 

7.5 

6.25 

0.92a 

—* 

22.1 

_* 

109 

16.4 

:: 

6.25 

1.65a 

- 

13.4 

— x 

77 

14.0 

9.3 

6.25 

0.94a 

— * 

23.4 

— * 

178 

16.3 

16.8 

none 

0.98a 

— * 

13.2 

11.2 

456 

15.0 

20.9 

4.50 

0.92a 

— • 

16.2 

11.4 

95 

21.1 

4.2 

none 

1.28 

* 

30.4 

10.0 

81 

26.1 

1.1 

4.50 

1.62 
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FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 

Fund/distributor 

Annualized  total  return 

6/83           last          5-year 
to  6/95          12 
months 

Assets 

6/30/95 

($mil) 

Weighted 

average 

P/E 

Median 

market 

cap 

($bil) 

Maximum 
sales 
charge 

Annual 

expenses 

per 

$100 

Standard  &  Poor's  500  stock  average 

14.1% 

26.0% 

12.0% 

17.3 

$24.3 

^fe, 

C 

Forbes  stock  fund  composite 

11.6% 

22.5% 

27.9% 

12.6% 

18.0 

$8.9 

$1.21 

B 

Fortis  Capital  Fund-A/Fortis 

11.8% 

11.5% 

$282 

21.7 

$10.8 

4.75% 

$1.20 

B 

D 

Fortis  Fiduciary  Fund-A/Fortis 

12.8 

30.9 

11.9 

63 

21.2 

10.4 

4.75 

1.45 

A 

D 

Fortis  Growth  Fund-A/Fortis 

11.7 

30.4 

12.1 

637 

25.2 

6.4 

4.75 

1.10 

■  D 

■  A 

Fortress  Utility  Fund/Federated 

* 

12.0 

10.6 

768 

14.8 

10.2 

2.00b 

1.16 

D 

B 

Founders  Blue  Chip/Founders 

12.7 

20.5 

10.0 

347 

17.9 

14.8 

none 

1.24 

Founders  Discovery  Fund/Founders 

— * 

29.8 
29.6 

16.6 

198 

21.1 

0.3 

none 

1.65 

Founders  Frontier  Fund/Founders 

* 

13.8 

290 

21.8 

1.2 

none 

1.58 

B 

C 

Founders  Growth  Fund/Founders 

12.9 

32.7 

15.2 

465 

22.3 

9.7 

none 

1.32 

A 

D 

Founders  Special  Fund/Founders 

11.1 

29.6 

16.3 

399 

19.5 

5.3 

none 

1.36 

Fountain  Square  Quality  Growth/Federated 

— * 

22.3 

— * 

79 

18.4 

6.5 

4.50 

1.00a 

A  + 

D 

FPA  Capital  Fund/FPA 

16.4 

42.3 

20.7 

310 

15.2 

1.2 

t 

0.95 

C 

A 

FPA  Paramount  Fund/FPA 

14.4 

16.3 
34.8 

13.3 

569 

12.9 

2.0 

t 

0.92 

D 

C 

Franklin  DynaTech  Fund-I/Franklin 

9.1 

11.8 

86 

19.5 

22.1 

4.50 

1.06 

C 

C 

Franklin  Equity  Fund-I/Franklin 

11.7 

23.8 

8.5 

318 

14.8 

9.5 

4.50 

1.01 

Franklin  Equity  Income/Franklin 

— * 

14.6 

11.8 

138 

14.5 

16.9 

4.50 

0.88 

Franklin  Global  Utilities-I/Franklin 

— * 

12.8 

* 

122 

12.3 

9.1 

4.50 

1.28 

D 

B 

Franklin  Growth  Fund-I/Franklin 

12.2 

27.6 

10.4 

648 

17.5 

13.0 

4.50 

0.89 

■  D 

Franklin  Rising  Dividends-I/Franklin 

— * 

14.8 
48.2 

9.2 

251 

13.5 

10.8 

4.50 

1.43 

Franklin  Strategic  Small  Cap  GrowthVFranklin 

* 

* 

101 

19.6 

1.5 

4.50 

0.69a 

F 

A  + 

Franklin  Utilities  Fund-I/Franklin 

12.2 

19.3 

9.4 

2,707 

12.4 

5.9 

4.25 

0.71 

B 

B 

Fundamental  Investors  Fund/American  Funds 

14.6' 

23.3 

12.8 

3,608 

14.7 

14.9 

5.75 

0.68 

■  C 

■  A 

Gabelli  Asset  Fund/Gabelli 

* 

17.6 

12.7 

1,073 

14.7 

11.3 

none 

1.28 

Gabelli  Equity  Income/Gabelli 

* 

17.9 

— * 

52 

16.5 

14.9 

4.50 

1.87 

Gabelli  Growth  Fund/Gabelli 

* 

23.6 
16.6 

10.6 

483 

18.6 

13.4 

none 

1.36 

Gabelli  Small  Cap  Growth/Gabelli 

* 

* 

219 

14.5 

0.4 

4.50 

1.56 

Gabelli  Value  Fund/Gabelli 

— * 

17.2 

14.1 

464 

12.8 

11.5 

5.50 

1.50 

Galaxy  Equity  Growth-Retail/Galaxy 

— * 

24.5 

* 

478 

19.5 

24.5 

none 

1.60 

Galaxy  Equity  Income-Retail/Galaxy 

* 

19.2 

— * 

154 

18.0 

22.0 

none 

1.60a 

Galaxy  Equity  Value-Retail/Galaxy 

* 

22.6 

11.7 

252 

14.2 

13.6 

none 

1.60a 

Galaxy  Small  Co  Equity-Retail/Galaxy 

— * 

34.6 
25.4 

* 

110 

21.7 

0.6 

none 

1.85a 

Galaxy  ll-Large  Company  Index/Galaxy 

* 

* 

172 

17.8 

15.0 

none 

0.40 

Galaxy  ll-Small  Company  Index/Galaxy 

* 

20.9 

— * 

246 

20.3 

1.4 

none 

0.40 

Galaxy  ll-Utility  Index/Galaxy 

— * 

12.2 

— * 

53 

14.8  ■- 

11.7 

none 

0.40 

F 

A 

Gateway  Index  Plus/Gateway 

9.8 

13.5 

9.1 

179 

16.6 

36.4 

none 

1.21 

D 

B 

Gintel  Fund/Gmtel 

8.7 

13.3 

5.3 

93 

14.0 

7.0 

none 

2.40 

Goldman  Sachs  Capital  Growth/Goldman 

— * 

18.7 

14.7 

1,013 

21.5 

1.5 

5.50 

1.38a 

Goldman  Sachs  Growth  &  Income/Goldman 

— * 

21.3 

* 

297 

20.5 

1.9 

5.50 

1.25a 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new 
investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes 
back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Franklin  Small  Cap  Growth. 
Sources:  FORBES:  Upper  Analytical  Services:  Mormngstar,  Inc. 
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Heart 


,VE  TAKE   a   SIMILAR   APPROACH   to   STUDYING  YOUR   BUSINESS 


MAJOR    ACCOUNTS 


How  can  you  cover  a  company's  unique  risks  if  you 
don  't  know  what  they  are?  You  can  't. 
That's  why,  at  ITT  Hartford,  we  study  the  inner  workings  of  every 
isiness  we  insure.  Then,  and  only  then,  can  we  discover  the  best  way  to 
eet  your  business  and  risk  management  needs.  In  fact,  we're  so  confident 
■  the  savings  our  services  deliver,  we'll  reflect  them  in  our  prices  up  front, 
nd  our  Circle  of  Service*  program  lets  you  hold  us  accountable  for  every 
'omise  we  make. 

Remember,  to  get  the  best  plan  for  your  money,  you  need  an  insurance 
mpany  that  knows  your  business  inside  and  out. 


ITT  HARTFORD 


MHiq^iihnK 


FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


i 


190 


■  B 

■  C 

■  A 


■  D  ■ 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Goldman  Sachs  Select  Equity/Goldman 
Goldman  Sachs  Small  Cap  Equity/Goldman 
Govett  Smaller  Companies-A/Van  Kampen 
Gradison-McDonald  Established  Value/Gradison 
Gradison-McDonald  Oppor  Value/Gradison 
Greenspring  Fund/Greenspring 

Growth  Fund  of  America/American  Funds 
GT  Global  America  Growth-A/GT  Global 
Guardian  Park  Avenue/Guardian 
Hancock  Capital  Growth-AVHancock 
Hancock  Emerging  Growth-A2/Hancock 
Hancock  Global  Technology-A/Hancock 


Annualized  total  return 

6/83  last  5-year 

to  6/95  12 

months 


14.1% 
11.6% 


13.2% 

* 

15.1 
5.5 

* 

9.5 


Hancock  Utilities-A/Hancock 

Hanover  Blue  Chip  Growth-lnvestor/Bisys 

Harbor  Capital  Appreciation/HCA 

Harbor  Growth  Fund/HCA 

Harbor  Value  Fund/HCA 

Harris  Insight-Equity/Funds  Dist 

Haven  Fund/Provident 
Heartland  Group-Value/Heartland 
Heritage  Capital  Appreciation-A/Heritage 
HighMark  Income  Equity-lnvestor/Bisys 
Hotchkis  &  Wiley-Equity  lncome3/Hotchkis 
Wayne  Hummer  Growth/Hummer 


26.0% 
22.5% 


29.2 
32.5 
23.8 
14.6 
37.4 
63.9 


Hancock  Growth  Fund-A/Hancock 

11.1 

Hancock  Regional  Bank-A/Hancock 

* 

Hancock  Sovereign  Achievers-A/Hancock 

— * 

Hancock  Sovereign  Investors-A/Hancock 

13.4 

Hancock  Special  Equities-A/Hancock 

— * 

Hancock  Special  Opportunities-A/Hancock 

— * 

10.8 
20.1 
42.7 
20.4 
20.9 
21.8 


13.2 
14.2 
15.5 
3.8 

17.0 
17.0 


Assets 

6/30/95 

($mil) 


Weighted 

average 

P/E 


i,919 
664 
820 

85 
491 

99 


14.9 
18.4 
14.8 
19.4 
23.6 
25.4 


Median 

market 

cap 

($bil) 


* 

63 

18.1 

4.3 

— * 

52 

19.5 

12.0 

17.5 

669 

21.6 

13.7 

8.9 

137 

22.5 

3.2 

9.1 

73 

15.7 

8.7 

12.0 

55 

15.3 

18.2 

Maximum 
sales 
charge 


D 

C 

IAA  Trust  Growth/IAA 
IAI  Emerging  Growth/IAI 

D 

6 

IAI  Growth  &  Income/IAI 
IAI  Midcap  Growth/IAI 

c 

IAI  Regional  Fund/IAI 

c 

■  B 

IDEX  Fund/lnterSecurities 

B 

■  B 

IDEX  II  Growth-AVInterSecurities 

10.3 

* 

10.9 

* 

13.6 


8.7 

71 

17.9 

22.1 

— * 

395 

35.8 

1.0 

7.3 

85 

22 1    ' 

4.2 

— * 

92 

25.0 

1.5 

10.2 

538 

20.7 

2.9 

11.2 

292 

19.7 

16.3 

10.7 

439 

17.6 

18.6 

Annual 

expenses 

per 

$100 


$24.3 

$8.9 

$1.21 

$16.1 

5.50% 

$1.26a 

0.1 

5.50 

1.53a 

1.3 

4.95 

1.95a 

3.4 

none 

1.20 

0.4 

none 

1.37 

0.3 

none 

1.03 
0.78 

11.3 

5.75 

0.5 

4.75 

1.58 

6.8 

4.50 

0.84 

4.2 

t 

1.59 

0.7 

5.00 

1.35 

3.2 

5.00 

2.20a 
1.61 

5.9 

5.00 

1.3 

5.00 

1.48 

4.9 

5.00 

1.53 

13.3 

5.00 

1.22 

0.6 

5.00 

1.62 

4.3 

5.00 

1.61a 

26.7 
39.4 
16.6 
26.9 
22.3 
24.1 
23.7 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosedtonew 
investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.     a.  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes 


5.00 

1.04a 

none 

1.00a 

none 

0.75 

none 

0.94 

none 

0.99 

4.50 

0.90a 

none 

1.55 

t 

1.39 

4.75 

1.57a 

4.50 

1.07a 

none 

1.00a 

none 

1.07 

3.00 

1.14 

none 

1.25a 

none 

1.25a 

none 

1.25a 

none 

1.23 

8.50 

1.33 

5.50 

1.82 

back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available. 
Criterion  Pilot  prior  to  6/89  merger,  formerly  Transamenca  Emerging  Growth. 
Sources:  Forbes;  Lipper  Analytical  Services;  Mormngstar,  Inc. 

Rules,  page  176.  Distributor  table,  page  260. 
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Forbes  ■  August  28,  1995 


Performance 

UP        DOWN 

—markets— 


iE  «B 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

IDEX  Fund  3/lnterSecurities 

IDS  Blue  Chip  Advantage-A/Amer  Express 

IDS  Discovery  Fund-A/Amer  Express 

IDS  Diversified  Equity  Income-A/Amer  Express 

IDS  Equity  Select-AVAmer  Express 

IDS  Equity  Value-A2/Amer  Express 

IDS  Growth  Fund-A/Amer  Express 

IDS  Managed  Retirement-A/Amer  Express 

IDS  New  Dimensions-A/Amer  Express 

IDS  Progressive  Fund-A/Amer  Express 

IDS  Stock  Fund-A/Amer  Express 

IDS  Strategy  Aggressive-A3/Amer  Express 

IDS  Utilities  Income-A/Amer  Express 
Invesco  Dynamics  Fund/lnvesco 
Invesco  Emerging  Growth/lnvesco 
Invesco  Growth  Fund/lnvesco 
Invesco  Industrial  Income/lnvesco 
Invesco  Strategic-Energy/lnvesco 

Invesco  Strategic-Finl  Svcs/lnvesco 
Invesco  Strategic-Health  Sci/lnvesco 
Invesco  Strategic-Leisure/lnvesco 
Invesco  Strategic-Technology/lnvesco 
Invesco  Strategic-Utilities/lnvesco 
Invesco  Value-Total  Return/lnvesco 

Invesco  Value-Value  Equity/lnvesco 

Investment  Co  of  America/American  Funds 

Ivy  Growth  Fund-A/Mackenzie 

Ivy  Growth  with  Income-A/Mackenzie 

Janus  Enterprise  Fund/Janus 

Janus  Fund/Janus 

Janus  Growth  &  Income/Janus 
Janus  Mercury  Fund/Janus 
Janus  Twenty  Fund/Janus 
Janus  Venture  Fund/Janus 
Kaufmann  Fund/Kaufmann 
Kemper  Blue  Chip-A/Kemper 
Kemper  Growth  Fund-A/Kemper 


— Annualized  total  return 

6/83           last          5-year 
to  6/95          12 
months 

Assets 

6/30/95 

<$mil) 

Weighted 

average 

P/E 

Median 

market 

cap 

($bil) 

Maximum 
sales 
charge 

Annual 

expenses 

per 

$100 

14.1% 

26.0% 

12.0% 

17.3 

$24.3 

11.6% 

22.5% 

25.8% 

12.6% 

18.0 

$8.9 

$1.21 

* 

11.3% 

$151 

21.3 

$17.6 

t 

$1.29 

— * 

21.8 

11.4 

178 

17.4 

26.4 

5.00% 

0.96 

7.2% 

21.2 

10.1 

695 

25.0 

2.0 

5.00 

1.11 

— * 

9.5 

— * 

1,052 

15.1 

13.0 

5.00 

0.92 

10.8 

14.1 

9.8 

626 

17.4 

6.5 

5.00 

0.91 

— * 

14.5 
32.7 

11.4 

1,386 

14.4 

14.0 

5.00b 

1.05 

11.1 

13.8 

1.319 

21.0 

12.6 

5.00 

0.98 

— * 

14.7 

11.5 

2,479 

16.7 

12.6 

5.00 

0.96 

14.3 

23.3 

14.7 

4,225 

19.2 

18.2 

5.00 

0.88 

9.5 

17.6 

9.5 

322 

13.6 

1.0 

5.00 

1.03 

12.5 

14.9 

11.4 

1,927 

15.6 

14.0 

5.00 

0.76 

— * 

24.0 
8.5 

8.9 

843 

26.6 

6.0 

5.00b 
5.00 

1.20 

* 

10.3 

608 

14.7 

10.0 

0.96 

10.7 

27.1 

17.8 

480 

20.9 

6.6 

none 

1.20a 

— * 

12.4 

— * 

163 

15.3 

0.4 

none 

1.50a 

10.1 

14.0 

9.8 

486 

16.4 

13.5 

none 

1.06 

14.7 

14.8 

12.7 

4,010 

16.0 

16.5 

none 

0.94a 

— * 

-2.9 
14.2 

-2.9 

53 

25.3 

8.1 

none 

1.52 

* 

21.5 

281 

10.4 

7.2 

none 

1.30 

— * 

34.2 

14.1 

565 

22.5 

5.0 

none 

1.18 

— * 

18.7 

18.4 

276 

18.9 

5.3 

none 

1.26 

— * 

44.5 

21.9 

524 

18.9 

5.6 

none 

1.16 

— * 

8.6 

10.4 

125 

12.4 

6.0 

none 

1.10a 

— * 

21.3 

12.5 

482 

15.6 

16.5 

none 

0.94 

13.8 
12.3 


13.4 


11.7 


23.9 

19.5 
19.1 
16.3 
23.7 
19.7 

20.2 
39.9 
26.5 
27.0 
37.2 
20.5 
22.3 


12.3 

155 

15.4 

18.2 

none 

11.3 

22,528 

15.1 

20.0 

5.75 

9.9 

273 

17.2 

11.8 

5.75 

10.4 

70 

17.1 

6.7 

5.75 

— * 

407 

21.4 

1.1 

none 

12.3 

11,132 

16.6 

13.4 

none 

12.6 
14.0 
20.1 
8.6 
11.1 


508 
1,269 
2,799 
1,642 
2,268 

159 
2,329 


15.7 
13.1 
19.6 
16.7 
25.9 
22.5 
23.3 


'Formerly  IDS  Equity  Plus,     formerly  IDS  Strategy  Equity,     formerly  IDS  Strategy  Aggressive  Equity. 


16.0 
4.1 

17.4 
1.0 
0.6 

11.8 
9.5 


none 
none 

t 

t 
none§ 
5.75 
5.75 


0.98 
0.60 
1.49 
1.84 
1.28 
0.86 

1.20 
1.27 
1.04 
0.95 
2.27 
1.30 
1.16 
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FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


B 

D 

B 

C 

A 

F 

D 

B 

C 

C 

B 

C 

A 

F 

C 

D 

D 

■  D 

C 

■  B 

■  B 


'        B 


C 
■  D 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Kemper  Small  Cap  Equity-A/Kemper 
Kemper  Technology  Fund-A/Kemper 
Keystone  America  Hartwell  Emerg-A/Keystone 
Keystone  Growth  &  Income  (S-l)VKeystone 
Keystone  Mid-Cap  Growth  (S-3)2/Keystone 
Keystone  Omega  Fund-A3/Keystone 

Keystone  Small  Co  Growth  (S-4)4/Keystone 
Keystone  Strategic  Growth  (K-2)/Keystone 
Landmark  Equity  Fund-A/Landmark 
Lazard  Funds-Equity/Lazard  Freres 
Lazard  Funds-Small  Cap/Lazard  Freres 
Lazard  Funds-Special  Equity/Lazard  Freres 

Legg  Mason  American  Leading  Cos/Legg  Mason 
Legg  Mason  Special  Invest-A/Legg  Mason 
Legg  Mason  Total  Return-A/Legg  Mason 
Legg  Mason  Value  Trust-A/Legg  Mason 
Lexington  Corp  Leaders  Trust/Lexington 
Lexington  Growth  &  Income/Lexington 

Liberty  Utility  Fund-A/Federated 
Lindner  Dividend  Fund/Ryback 
Lindner  Growth  Fund5/Ryback 
Longleaf  Partners  Fund/Southeastern 
Longleaf  Partners  Small-Cap/Southeastern 
Loomis  Sayles  Small  Cap  Fund/Loomis 

Lord  Abbett  Developing  Growth/Lord  Abbett 
Lord  Abbett  Value  Appreciation/Lord  Abbett 
Lutheran  Brotherhood  Fund/Lutheran 
Lutheran  Brotherhood  Oppor  Growth/Lutheran 
MainStay-Capital  Appreciation-A/NYLife 
MainStay-Equity  Index/NYLife 

MainStay-Value  Fund-A/NY  Life 

Mairs  &  Power  Growth  Fund/Mairs  &  Power 

Managers  Capital  Appreciation/Managers 

Managers  Special  Equity/Managers 

MAP-Equity  Fund6/MAP 

Mariner  Total  Return  Equity/Mariner 

MarketWatch  Equity  Fund/Bisys 


■  Fund  fated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new 
investors     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  I  ncludes 
back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Keystone  Custodian  S-l.     2Formerly  Keystone  Custodian 
S-3.    3Formerly  Keystone  America  Omega.    "Formerly  Keystone  Custodian  S-4.     5Formerly  Lindner  Fund.    6Formerly  Mutual  Benefit. 
Sources:  Forbes-.  Upper  Analytical  Services;  Mormngstar,  Inc. 


Annualized  total  return 

6/83           last          5-year 
to  6/95          12 
months 

Assets 

6/30/95 

($mil) 

Weighted 

average 

P/E 

Median 

market 

cap 

($bil) 

Maximum 
sales 
charge 

Annual 

expenses 

per 

$100 

14.1% 

26.0% 

12.0% 

17.3 

$24.3 

11.6% 

22.5% 

25.8% 

12.6% 

18.0 

$8.9 

$1.21 

11.2% 

14.5% 

$709 

25.8 

$0.8 

5.75% 

$1.05 

12.4 

56.0 

14.7 

871 

26.9 

3.8 

5.75 

0.87 

8.6 

35.5 

10.2 

113 

36.5 

0.6 

5.75 

1.80 

9.8 

15.9 

7.5 

199 

31.0 

29.5 

4.00b 

2.03 

9.9 

18.5 

9.8 

265 

20.8 

6.7 

4.00b 

1.30 

13.2 

20.9 
41.0 

13.2 

166 

24.9 

10.2 

5.75 

1.41 

10.1 

19.0 

1.541 

24.1 

1.5 

4.00b 

1.78 

10.2 

17.3 

11.1 

476 

16.7 

7.3 

4.00b 

1.98 

— * 

16.3 

9.0 

196 

19.6 

20.0 

4.75 

1.05 

* 

26.1 

13.5 

133 

15.1 

13.2 

none 

1.05 

* 

21.8 

* 

552 

15.9 

0.7 

none 

0.85 

— * 

8.7 
11.9 

10.6 

62 

12.1 

0.2 

none 

1.71 

* 

* 

65 

20.9 

12.8 

none 

1.95a 

— * 

8.9 

13.0 

657 

13.0 

1.7 

none 

1.94 

— * 

11.8 

11.4 

219 

13.0 

11.2 

none 

1.95 

12.8 

27.6 

11.4 

1.133 

13.2 

8.2 

none 

1.82 

14.7 

23.1 

11.7 

198 

16.6 

30.3 

none 

0.62 

9.7 

10.5 
11.7 

8.8 

131 

20.6 

12.5 

none 

1.15 

* 

10.7 

861 

14.4 

9.2 

5.50 

1.14 

— * 

11.8 

12.9 

1.873 

11.9 

7.0 

none 

0.61 

12.4 

14.9 

10.2 

1.446 

9.9 

1.9 

none 

0.65 

* 

17.5 

17.8 

1,419 

16.9 

3.3 

none 

1.17 

— * 

13.3 

5.9 

127 

17.5 

0.2 

none 

1.38 

— * 

14.1 
45.6 

— * 

82 

15.8 

0.3 

none 

1.27 

6.1 

13.6 

164 

22.7 

1.3 

5.75 

1.31 

11.5 

15.2 

11.5 

208 

17.0 

1.8 

5.75 

1.12 

12.2 

20.3 

10.1 

606 

20.4 

21.4 

5.00 

1.05 

* 

40.3 

— * 

140 

27.0 

0.7 

5.00 

1.54 

* 

27.1 

18.5 

671 

19.4 

8.2 

5.50 

1.24 

— * 

24.8 
14.7 

* 

79 

18.6 

15.0 

3.00 

1.16 

* 

15.1 

594 

15.0 

9.3 

5.50 

1.22 

13.2 

31.8 

16.6 

54 

20.3 

2.9 

none 

0.99 

— * 

23.6 

13.1 

76 

17.8  ' 

9.5 

none 

1.29 

* 

18.8 

14.7 

102 

20.0 

0.6 

none 

1.37 

13.0 

17.7 

10.8 

53 

17.2 

8.3 

4.75 

1.07 

* 

19.5 

11.3 

67 

16.7 

25.9 

5.00 

0.96a 

* 

20.7 

* 

117 

16.8 

18.0 

4.50 

1.34a 
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lothcr  one  of  those  high-tech  growth  stocks 
c  IN\  HSCO  Dvnamics  Iund  has  uncovered. 


INYESCO 
DYNAMICS  FU1 

Amxdzzeti  return  thnx^i  June  30. 1995 


So  where  is  the  cutting  edge  technology  that's  usually  found  in  todav's  fastest  growing  companies?  It's  there. 

not  on  the  surface.  This  simple  stalk  ot  corn  is.  in  fact,  the  product  of  years  of  research,  gene  splicing  and  technology. 

lie  some  mutual  funds  may  haye  just  seen  corn  fields,  the  INYESCO  Dynamics  Fund  combined  sector  analysis 

a  detailed  screening  process  to  find  a  hybrid  seed  producer  experiencing  superior  growth.  And  uncovered  a  truly 

able  investment- 
Picking  out  opportunities  that  others  may  have  missed  is  just  one  reason 

xt  Analytical  Services  ranked  the  IN\*ESC0  Dvnamics  Fund  one  of  the  top 

among  86  Capital  Appreciation  Funds,  based  on  total  return,  for  the  five-year 

ad  ended  6/30 

Ot  course,  past  performance  is  no  guarantee  of  future  results.  But  INYESCO  has  been  helping  investors 

i  their  financial  goals  for  over  one  hundred  years.  So  if  you're  looking  for  an  aggressive  mutual  fund  that  seeks 

;-term  capital  growth,  call  for  a  prospectus.  You'll  receive  more  complete  information,  including  management  fees  and 

nses.  Read  the  prospectus  carefully  before  vou  invest  or  send  money.  ENYESCO.  Giving  investors  the  world  since  1855. 

INVESCO  FUNDS 

800-320-4525  Ext.  480 


DNFYFAH 
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r 
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FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 
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Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Marquis  Value  Equity-A/SEI 
Marshall  Equity  Income/Federated 
Marshall  Mid-Cap  Stock/Federated 
Marshall  Stock  Fund/Federated 
Marshall  Value  Equity/Federated 
MAS-Equity  Fund/MAS 

MAS-Small  Cap  Value/MAS 

MAS-Value  Fund/MAS 

Mass  Investors  Growth  Stock-A/MFS 

Mass  Investors  Trust-A/MFS 

Mathers  Fund/Mathers 

Mentor  Capital  Growth-A/Mentor  Funds 

Mentor  Growth  Fund-A/Mentor  Funds 

Merger  Fund/Westchester 

Meridian  Fund/Meridian 

Merrill  Lynch  Basic  Value-D/Merrill 

Merrill  Lynch  Capital-D/Merrill 

Merrill  Lynch  Fund  for  Tomorrow-  D/Merri  1 1 

Merrill  Lynch  Fundamental  Growth-D/Merrill 
Merrill  Lynch  Global  Resources-D/Merrill 
Merrill  Lynch  Growth  Inv  &  Retire-D/Merrill 
Merrill  Lynch  Special  Value-D/Merrill 
Merrill  Lynch  Strategic  Div-D/Merrill 
MetLife-State  Street  Cap  Apprec -A/State  Street 

MetLife-State  Street  Equity  Inc-A/State  Street 

MFS  Capital  Growth-A/MFS 

MFS  Emerging  Growth-A/MFS 

MFS  Growth  Opportunities-A/MFS 

MFS  Managed  Sectors-A/MFS 

MFS  OTC  Fund-A/MFS 

MFS  Research  Fund-A/MFS 

MFS  Utilities  Fund-A/MFS 

MFS  Value  Fund-A/MFS 

MH/KP  Equity  Income-AVPaineWebber 

Monetta  Fund/Monetta 

Montgomery  Growth  Fund/Montgomery 

Montgomery  Small  Cap/Montgomery 


Annualized  total  return 

6/83  last  5-year 

to  6/95  12 

months 


14.1% 
11.6% 


11.0% 
13.0 


13.7 
13.6 


5.2 


8.9 

I 

. 

11.4 
11.3 


26.0% 
22.5% 

20.1% 
18.9 

26.4 
20  9 

19.5 
22.1 

13.2 
28.2 
25.9 
20.5 
5.3 
17.2 

20.3 
9.0 
16.4 
21.5 
18.6 
24.6 

22.4 
7.4 
23.6 
14.8 
15.6 
32.6 

16.1 
20.1 
34.2 
26.5 
28.5 
26.1 

22.5 
13.9 
20.7 
21.9 
19.4 
26.5 
20 1 


12.0% 
12.6% 


16.4 
16.4 
11.4 
10.9 
3.7 


4.9 
15.4 
11.7 

8.5 
17.5 


13.9 

13.1 
9.7 

11.4 


Assets      Weighted 
6/30/95      average 
($mil)  P/E 


17.3 
18.0 


374 
1,083 
1,092 
1.919 

272 
55 


118 
314 
2,730 
541 
146 
394 


544 
73 
204 
61 
353 
879 
202 


Median 

market 

cap 

($bil) 

$24.3 
$8.9 


Maximum      Annual 
sales        expenses 
charge  per 

$100 


$1.21 


* 

$53 

13.4 

$9.3 

3.50% 

$0.90a 

* 

107 

14.6 

25.6 

none 

1.01a 

* 

97 

21.8 

2.4 

none 

1.01a 

* 

262 

18.6 

15.0 

none 

0.98a 

— * 

217 

14.7 

10.1 

none 

0.96 

12.4% 

1,512 

16.8 

19.7 

none 

0.60 

14.6 
13.9 
20.4 
16.1 
4.4 
16.6 


20.6 

17.8 
22.6 
12.9 
16.5 
19.2 


20.1 
13.5 
15.? 
17.5 
29.4 
18.2 
16.2 


0.4 
8.2 
11.1 
17.5 
1.3 
17.5 


12.2 

4.4 
2.4 
0.3 
15.1 
7.6 


6.8 
7.6 
5.2 
10.8 
1.0 
7.4 
0.6 


t 
none 
5.75 
5.75 
none 
5.75 


14.0 

222 

23.9 

1.4 

5.75b 

9.9 

194 

8.5 

1.3 

none 

148 

327 

21.5 

1.7 

none 

13.0 

5,576 

13.3 

18.8 

5.25 

11.5 

7,189 

15.1 

11.8 

5.25 

10.2 

302 

13.8 

14.2 

5.25 

5.25 
5.25 
5.25 
5.25 
5.25 
4.50 


9.6 

55 

15.1 

4.4 

4.50 

10.8 

454 

15.5 

10.9 

5.75 

21.7 

2,214 

27.1 

2.8 

5.75 

10.6 

676 

20.0 

10.4 

5.75 

11.9 

360 

16.6 

8.4 

5.75 

— * 

82 

19.3 

3.2 

5.75 

5.75 
4.75 
5.75 
5.75 

t 
none 

t 


0.87 

0.61 

0.76a 

0.71a 

0.93 

1.45 

1.32 
1.39 
1.11 
0.78 
0.87 
1.43 

1.64 
1.17 

1.05 
1.61 
1.10 
1.56 

1.25a 

1.12a 

1.33a 

0.85a 

1.47 

1.35a 

0.89a 

0.68a 

1.35a 

1.63 

1.41 

1.50a 

1.38 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     "Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new 
Investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert,  to  the  fund,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes 
back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Kidder  Equity  Income. 
Sources:  Forbes;  Upper  Analytical  Services;  Mornmgstar,  Inc. 
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UP        DOWN 

—markets— 


c 

B 

B 

A  + 

B 

A  + 

C 

B 

C 

B 

B 

B 

A 

B 

C 

C 

A 

B 

■  C 

' 

• 

B 

A 

C 

: 

c 

■c 

■  B 

■  B 

■• 

.D 

•• 

■  A 

■  B 

• 

Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Munder  Multi-Season  Growth-A/Munder 
Mutual  Series-Beacon/Heine  Sees 
Mutual  Series-Discovery/Heine  Sees 
Mutual  Series-Mutual  Shares/Heine  Sees 
Mutual  Series-Qualified/Heine  Sees 
Nations-Equity  Income-Invest  A/Nations 

Nations-Value-lnvest  A/Nations 
Nationwide  Fund/Nationwide 
Nationwide  Growth  Fund/Nationwide 
N  &  B  Focus  FundVNeuberger 
N  &  B  Genesis  Fund/Neuberger 
N  &  B  Guardian  Fund/Neuberger 

N  &  B  Manhattan  Fund/Neuberger 

N  &  B  Partners  Fund/Neuberger 

New  Economy  Fund/American  Funds 

New  England  Capital  Growth-A/New  England 

New  England  Growth  Fund/New  England 

New  England  Growth  Oppors-A/New  England 

New  England  Value-A/New  England 

New  USA  Mutual  Fund/New  USA 

New  York  Venture  Fund-A/Selected 

NFJ  Equity  lncome2/Pimco  Advisors 

Nicholas-ApplegateCore-A/Prudential 

Nicholas-Applegate  Emerg  Growth-A/Prudential 


Nicholas-Applegate  Growth  Equity-A/Prudential 

Nicholas-Applegate  Inc  &  Growth-A/Prudential 

Nicholas  Fund/Nicholas 

Nicholas  ll/Nicholas 

Nicholas  Limited  Edition/Nicholas 

North  American  Growth  &  Inc-A/Wood  Logan 

North  American  Growth-A/Wood  Logan 
Northern  Funds-Growth  Equity/Sunstone 
Northern  Funds-Small  Cap  Growth/Sunstone 
Northstar  Advantage  Growth-A3/Northstar 
Oakmark  Fund/Harris 
Oberweis  Emerging  Growth/Oberweis 
Oppenheimer  Discovery  Fund-A/Oppenheimer 


'Formerly  N&B  Selected  Sectors,     formerly  Pfamco  Equity  Income,     formerly  Advantage  Growth. 


Annualized  total  return 

6/83           last          5-year 
to  6/95          12 
months 

Assets 

6/30/95 

($mil) 

Weighted 

average 

P/E 

Median 

market 

cap 

(Sbil) 

Maximum 
sales 
charge 

Annual 

expenses 

per 

$100 

14.1% 

26.0% 

12.0% 

17.3 

$24.3 

11.6% 

22.5% 
19.7% 

12.6% 

18.0 

$8.9 

$1.21 

* 

* 

$67 

18.5 

$9.5 

5.50% 

$1.20a 

13.4% 

16.3 

14.1% 

2,971 

12.1 

6.0 

none 

0.75 

* 

15.8 

— * 

898 

10.1 

3.8 

none 

0.99 

15.5 

20.6 

14.1 

4,507 

14.1 

7.0 

none 

0.72 

15.9 

19.9 

14.8 

2,412 

13.3 

6.7 

none 

0.73 

— * 

16.1 
20.6 

— * 

119 

15.5 

13.2 

5.75 

1.20 

* 

12.2 

108 

14.9 

16.9 

5.75 

1.17 

13.2 

17.0 

9.6 

744 

16.9 

10.0 

4.50 

0.64 

13.3 

24.3 

12.6 

537 

15.7 

14.1 

4.50 

0.67 

13.3 

26.4 

15.5 

843 

11.9 

10.7 

none 

0.88 

* 

16.4 

11.4 

107 

14.4 

0.4 

none 

1.40 

14.4 

24.9 
28.4 

16.2 

3,458 

14.0 

10.3 

none 

0.78 

14.0 

12.6 

558 

16.6 

6.6 

none 

0.97 

13.7 

24.0 

13.2 

1,459 

13.0 

5.0 

none 

0.83 

* 

15.1 

12.7 

3,110 

13.8 

8.0 

5.75 

0.85 

— * 

31.0 

— * 

132 

23.9 

12.3 

5.75 

1.67 

12.1 

25.7 

12.6 

1.161 

15.1 

16.4 

t 

1.23 

10.4 

23.6 
20.8 

11.5 

129 

16.8 

21.6 

5.75 

1.41 

12.0 

11.8 

249 

14.3 

11.1 

5.75 

1.41 

— * 

31.3 

* 

173 

27.8 

2.4 

5.00 

2.12 

16.2 

24.5 

15.6 

1.515 

14.5 

13.6 

4.75 

0.88 

* 

18.7 

— * 

103 

16.5 

7.4 

none 

0.70 

* 

21.1 

* 

219 

23.3 

2.1 

5.25 

1.60a 

— * 

29.8 

19.6 

* 

282 

23.0 

0.4 

5.25 

1.86 

* 

13.5 

379 

25.8 

1.8 

5.00 

1.57 

* 

9.3 

* 

90 

29.3 

0.5 

5.25 

1.60a 

12.2 

16.2 

113 

3,095 

17.7 

2.8 

none 

0.77 

— * 

17.3 

10.6 

644 

19.1 

1.2 

none 

0.68 

* 

16.0 

12.9 

151 

19.3 

0.4 

none 

0.90 

— * 

19.5 
16.9 

— * 

81 

21.0 

16.2 

4.75 

1.34a 

* 

10.5 

119 

15.2 

4.3 

4.75 

1.34a 

— * 

15.2 

* 

142 

19.2 

12.8 

none 

1.00a 

— * 

13.7 

— * 

99 

13.0 

0.3 

none 

1.00a 

* 

17.1 

10.1 

79 

17.9 

16.5 

4.75b 

1.50a 

* 

21.5 

— * 

2,450 

13.8 

9.1 

none 

1.17 

* 

48.0 

17.6 

116 

21.4 

0.5 

none 

1.75a 

— * 

21.3 

15.5 

730 

21.3 

0.8 

5.75 

1.51 
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FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


B 
A  + 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Oppenheimer  Fund-A/Oppenheimer 
Oppenheimer  Growth  Fund-AVOppenheimer 
Oppenheimer  Main  St  Inc  &  Gro-A/Oppenheimer 
Oppenheimer  Target  Fund-A2/Oppenheimer 
Oppenheimer  Total  Return-A/Oppenheimer 
Oppenheimer  Value  Stock-A/Oppenheimer 

Pacific  Horizon-Aggressive  Growth/Bisys 
Pacifica  Equity  Value'Furman 
PaineWebber  Blue  Chip  Growth-A/PaineWebber 
PaineWebber  Capital  Apprec-A'PameWebber 
PaineWebber  Commun  &  Tech-A/PaineWebber 
PaineWebber  Growth  &  lncome-A3/PaineWebber 

PaineWebber  Growth  Fund-A/PaineWebber 
PaineWebber  Region  Finl  Growth-A/PaineWebber 
PaineWebber  Small  Cap  Value-A/PaineWebber 
Parametric  Enhanced  Equity/Pimco  Advisors 
Parkstone  High  Inc  Equity-Invest  A/Bisys 
Parkstone  Small  Capitalization-A/Bisys 

Parnassus  Fund  Parnassus 
Pasadena  Growth  Fund-A/Pasadena 
Pasadena  Nifty  Fifty-A/Pasadena 
PBHG  Growth  Fund/PBHG 
Pelican  Fund/Pelican 
Penn  Square  Mutual/Penn  Square 

Pennsylvania  Mutual  Fund/Royce 
Peoples  Index  Fund/Dreyfus 
Peoples  S&P  MidCap  Index/Dreyfus 
Philadelphia  Fund/Philadelphia 
Phoenix  Equity  Opportunities-A/Phoenix 
Phoenix  Growth  Fund-A/Phoenix 

Phoenix  Multi-Capital  Apprec-A/Phoenix 
Phoenix  US  Stock-A/Phoenix 
Pierpont  Capital  Appreciation/JP  Morgan 
Pierpont  Equity  Fund/JP  Morgan 
Pilgrim  America  MagnaCap5/Pilgrim 
Pimco  Advisors-Growth-A6/Pimco 
Pimco  Advisors-Opportunity-A7/Pimco 


Annualized  total  return 

6/83           last         5-year 
to  6/95          12 
months 

Assets 

6/30/95 

($mil) 

Weighted 

average 

P/E 

17.3 

Median 

market 

cap 

(Sbil) 

$24.3 

Maximum 
sales 
charge 

Annual 

expenses 

per 

$100 

14.1% 

26.0% 

12.0% 

11.6% 

22.5% 
21.7% 

12.6% 

18.0 

$8.9 

$1.21 

8.1% 

12.5% 

$273 

19.2 

$4.5 

5.75% 

$1.31 

10.6 

29.4 

13.9 

903 

17.3 

15.1 

5.75 

1.09 

— * 

20.5 

25.1 

3,011 

20.3 

3.4 

5.75 

1.07 

8.2 

29.2 

11.6 

684 

17.6 

4.5 

5.75 

1.21 

12.0 

15.8 

12.6 

1.904 

20.9 

5.0 

5.75 

1.01 

— * 

20.1 
26.1 

11.4 

135 

17.4 

8.3 

5.75 

1.27 

•* 

12.0 

142 

24.0 

1.4 

4.50 

1.46 

— * 

12.6 

— * 

164 

12.2 

11.5 

4.50 

0.93a 

— * 

18.3 

8.7 

86 

19.1 

6.4 

4.50 

1.36 

— * 

25.5 

* 

235 

26.7 

3.4 

4.50 

1.58 

— * 

25.0 

* 

65 

19.0 

7.5 

4.50 

1.72 

— * 

19.4 
12.2 

7.3 

455 

16.2 

10.8 

4.50 

1.99 

* 

9.7 

218 

17.8 

5.8 

4.50 

1.23 

— * 

14.2 

22.5 

79 

10.4 

2.9 

4.50 

1.42 

— * 

14.5 

* 

79 

18.7 

0.5 

4.50 

1.95 

— * 

23.4 

T 

75 

17.6 

16.9 

none 

0.70 

— * 

10.3 

— * 

78 

19.7 

12.4 

4.50 

1.57 

— * 

44.9 
31.4 

— * 

82 

26.3 

0.6 

4.50 

1.55 

* 

18.9 

247 

15.4 

1.2 

3.50 

1.14 

-      — * 

23.8 

9.4 

464 

20.1 

15.3 

5.50 

1.60 

*' 

26.2 

* 

151 

21.0 

22.3 

5.50 

1.95 

* 

44.3 

22  1 

1.363 

26.6 

0.9 

t 

1.45 

* 

25.6 

13.5 

146 

14.4 

9.1 

none 

1.10 

11.9 

18.7 
13.7 

10.9 

273 

17.2 

9.0 

4.75 

0.99 

11.2 

10.1 

704 

13.9 

0.4 

none§ 

0.98 

— * 

25.2 

10.6 

304 

17.1 

24.1 

none 

0.61a 

— * 

21.9 

— * 

105 

18.3 

2.2 

none 

0.40a 

8.7 

14.6 

7.3 

87 

10.7 

14.9 

none 

1.72 

12.2 

21.1 

10.7 

194 

17.7 

19.1 

4.75 

1.32 

13.7 

21.3 
18.7 

9.9 

2.221 

16.5 

17.5 

4.75 

1.19 

_. 

15.0 

454 

15.6 

16.4 

4.75 

1.43 

12.2 

22.3 

10.7 

162 

18.5 

25.8 

4.75 

1.30 

— - 

22.6 

10.4 

185 

22.1    > 

0.5 

none 

0.90a 

— * 

20.5 

10.9 

265 

19.6 

6.2 

none 

0.90a 

12.8 

20.6 

10.9 

211 

32.9 

18.2 

5.75 

1.63 

* 

22.2 

11.6 

1.328 

18.9 

20.2 

5.50 

1.10 

t 

45.9 

25.0 

754 

20.2 

1.1 

t 

1.15 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  "Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new 
investors  ^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes 
back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  Oppenheimer  Special.  2Reflects  performance  of 
Oppenheimer  Regency  prior  to  6/91  merger.  3Formerly  PaineWebber  Dividend  Growth.  "Formerly  Pfamco  Enhanced  Equity.  5Reflects  perfor- 
mance of  Pilgrim  Fund  prior  to  6/85  merger.  6Formerly  Thomson  Growth.  'Formerly  Thomson  Opportunity. 
Sources:  FORBES:  Upper  Analytical  Services:  Mormngstar,  Inc. 
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When  you're  looking  for  growth, 
think  long  term. 


Kids  have  a  way  ot  growing  up  so  suddenly.  You 
get  out  the  measuring  stick  and  you  realize  they've 
sprouted  several  inches  right  under  your  nose. 

Mutual  funds  can  work  the  same  way.  People  who 
invest  for  the  long  term  with  the  right  money 
manager  can  suddenly  find  that  their  investments 
have  grown  while  they  were  busy  thinking  about 
other  things  —  like  work,  or  their  kids. 

At  Nicholas-Applegate.  we  have  two  domestic  stock 
funds  for  people  like  you.  Both  are  managed  with  a 
proprietary  system  we've  developed  to  identify  stocks 
we  believe  to  be  on  the  verge  of  rapid  price  growth. . . 


Emerging  Growth  Portfolio  invests  in  dynamic 
"small  cap"  companies  with  less  than  S500  million  in 
total  stock  market  value. 

Core  Growth  Portfolio  emphasizes  more  estab- 
lished companies  with  over  S500  million  in  total 
stock  market  value. 

So  if  you'd  like  to  find  out  how  Nicholas-Applegate 
can  make  things  grow  for  you.  please  give  us  a  call. 
We'll  send  you  a  fact  kit  with  a  prospectus  containing 
more  complete  information,  including  charges  and 
expenses,  to  read  carefully  before  you  invest.  Call 
todav  1-800-551-8043. 


Nicholas  Applegate  mutual  funds 

Nicholas-Applegate  Securities,  Distributor    600  West  Broadway.  30th  Floor    San  Diego.  CA  92101 


=  r :  =  ;  5  =-5 


FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


C  C 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Pimco  Advisors-Target-AVPimco 
Pioneer  Capital  Growth-A/Pioneer 
Pioneer  Equity-Income-A/Pioneer 
Pioneer  Fund/Pioneer 
Pioneer  Growth  Shares-A/Pioneer 
Pioneer  I  I/Pioneer 

Pioneer  Three/Pioneer 
Piper  Funds-Emerging  Growth/Piper 
Piper  Funds-Equity  Strategy2/Piper 
Piper  Funds-Growth  &  Income/Piper 
Piper  Funds-Value/Piper 
Portico-Special  Growth-A/Firstar 

Preferred  Growth  Fund/Caterpillar 
Preferred  Value  Fund/Caterpillar 
Premier  Capital  Growth/Dreyfus 
T  Rowe  Price  Blue  Chip  Growth/Price 
T  Rowe  Price  Capital  Appreciation/Price 
T  Rowe  Price  Dividend  Growth/Price 

T  Rowe  Price  Equity  Income/Price 
T  Rowe  Price  Equity  Index/Price 
T  Rowe  Price  Growth  &  Income/Price 
T  Rowe  Price  Growth  Stock/Price 
T  Rowe  Price  Mid-Cap  Growth/Price 
T  Rowe  Price  New  America  Growth/Price 

T  Rowe  Price  New  Era/Price 

T  Rowe  Price  New  Horizons/Price 

T  Rowe  Price  OTC/Price 

T  Rowe  Price  Science  &  Technology/Price 

T  Rowe  Price  Small-Cap  Value/Price 

T  Rowe  Price  Spectrum-Growth/Price 

Princor  Capital  Accumulation-A/Pnncor 
Princor  Emerging  Growth-A/Pnncor 
Princor  Growth  Fund-A/Pnncor 
Princor  Utilities  Fund-A/Princor 
Prudential  Allocation-Conserv-A'VPrudential 
Prudential  Allocation-Strat-A5/Prudential 
Prudential  Equity  Fund-A/Prudential 


-Annualized  total  return- 


6/83 
to  6/95 


14.1% 
11.6% 


11.0% 

11.8 

11.0 

11.4 


11.9 


10.7- 
12.0 


11.0 
9.6 
9.6 


12.3 

* 

12.7 
14.3 


last 

12 

months 

26.0% 
22.5% 


14.0 
26.0 
7.0 
24.4 
18.0 
25.9 

34.2 
25.7 
11.5 
25.4 
17.9 
19.4 

21.7 
25.7 
18.8 
21.8 
26.3 
23.0 

17.2 
37.9 
19.5 
68.1 
17.1 
20.0 

18.2 
23.4 
23.7 
14.0 
13.4 
13.9 
22.6 


5-year 


12.0% 
12.6% 


Assets 

6/30/95 

($mil) 


Weighted 

average 

P/E 


11.7 

15.8 
9.4 

* 

10.6 
14.9 


13.2 
11.5 
12.0 
11.4 


10.4 
16.4 
15.2 

+ 

10.1 
10.0 
14.5 


Median 

market 

cap 

($bil) 


Maximum 
sales 
charge 


1,034 
222 
52 
70 
169 
77 


4,026 

318 

1,445 

2,402 

129 

772 


323 
133 
159 
63 
499 
363 


15.7 
21.9 
20.8 
16.8 
20.2 
23.9 


14.9 

17.2 
16.8 
16.6 
24.8 
23.6 


16.3 
17.5 
18.4 
13.6 
16.8 
18.2 
19.2 


0.6 
2.5 
5.2 
27.7 
11.6 
1.3 


17.2 
24.1 
14.6 
10.3 
1.4 
4.5 


18.4 
3.2 
12.3 
11.4 
1.7 
6.4 
6.5 


5.75 
4.00 
4.00 
4.00 
4.00 
4.00 


noneJ 
none 
none 
none 
none 


4.75 
4.75 
4.75 
4.75 
5.00 
5.00 
5.00 


Annual 

expenses 

per 

$100 


* 

370 

22.3 

12.3 

none 

* 

212 

15.7 

12.3 

none 

9.0 

581 

13.1 

14.3 

3.00 

* 

78 

19.8 

8.0 

none 

11.7 

781 

16.3 

8.3 

none 

* 

67 

17.2 

15.8 

none 

8.1 

1,087 

22.3 

15.7 

none 

16.1 

2,107 

22.7 

2.0 

none 

11.4 

236 

19.9 

0.3 

none 

23.9 

1,694 

19.8 

4.3 

none 

14.2 

572 

18.1 

0.1 

none 

11.9 

1,100 

23.1 

5.6 

none 

0.85 

1.26a 

1.32a 

1.32a 

1.24a 

0.89a 

0.88 

0.90 

1.03 

1.25a 

1.10 

1.10a 

0.88 

0.45a 

0.91 

0.81 

1.25a 

1.14 

0.80 
0.93 
1.11 
1.11 
0.97 
0.84 

0.84 

1.64 

1.27 

1.03a 

1.16 

1.36 

1.00 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     "Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosedtonew 
investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a-  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes 
back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Thomson  Target.     2Formerly  Piper  Sector  Performance. 
3Annual  $10  maintenance  fee.     "Formerly  Prudential  FlexiFund  Conservative.     5Formerly  Prudential  FlexiFund  Strategy. 
Sources:  FORBES;  Upper  Analytical  Services;  Morningstar,  Inc. 
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Performance 

UP        DOWN 

—markets— 


c 

■  B 

B 

D 

0 

A  + 

D 

B 

C 

A 

B 

C 

C 

C 

F 

B 

A 

■  D 

A 

D 

Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Prudential  Equity  Income-A/Prudential 
Prudential  Growth  Oppor-A/Prudential 
Prudential  Multi-Sector-A/Prudential 
Prudential  Utility  Fund-A/Prudential 
Putnam  Dividend  Growth-A/Putnam 
Putnam  Equity  Income-A/Putnam 

Putnam  Fund  for  Growth  &  Income-A/Putnam 
Putnam  Health  Sciences-A/Putnam 
Putnam  Investors  Fund-A/Putnam 
Putnam  Natural  Resources-AVPutnam 
Putnam  New  Opportunities-A2/Putnam 
Putnam  OTC  Emerging  Growth-A/Putnam 

Putnam  Preferred  lncome-A3/Putnam 
Putnam  Utilities  Growth  &  Income-A/Putnam 
Putnam  Vista  Fund-A/Putnam 
Putnam  Voyager  Fund-A/Putnam 
Quantitative  Numeric  Fund-O/Quantitative 
Quest  for  Value-Small  Cap-A/Quest 

Quest  for  Value  Fund-A/Quest 
Reich  &  Tang  Equity/Reich  &  Tang 
Rightime  Blue  Chip/Lincoln 
Rightime  Fund/Lincoln 
Rightime  MidCap  Fund/Lincoln 
Riverside  Capital  Value  EquityVBisys 

Robertson  Stephens  Contrarian/Robertson 
Robertson  Stephens  Emerg  Growth/Robertson 
Robertson  Stephens  Value  +  Growth5/Robertson 
Rodney  Square  Multi-Mngr-Growth/Rodney  Sq 
Royce  Fund-Equity  Income/Royce 
Royce  Fund-Premier/Royce 

Royce  Fund-Value/Royce 

RPF  of  America-Growth  Fund-A/Selected 

Rydex-Nova  Fund/Rydex 

Rydex-OTC  Fund/Rydex 

Rydex-Ursa  Fund/Rydex 

Safeco  Equity  Fund/Safeco 

Safeco  Growth  Fund/Safeco 


'Formerly  Putnam  Energy  Resources  Trust. 

Corporate  Asset  Trust.    "Formerly  Sessions  Riverside  Capital  Equity.    5Formerly  Robertson  Stephens  Value  Plus. 


— Annualized  total  return 

6/83           last          5-year 
to  6/95          12 
months 

Assets 

6/30/95 

($mil) 

Weighted 

average 

P/E 

Median 

market 

cap 

($bil) 

Maximum 
sales 
charge 

Annual 

expenses 

per 

$100 

14.1% 

26.0% 

12.0% 

17.3 

$24.3 

11.6% 

22.5% 

16.0% 

12.6% 

18.0 

$8.9 

$1.21 

* 

13.0% 

$1,191 

16.2 

$6.7 

5.00% 

$1.10 

9.5% 

20.2 

14.5 

557 

16.9 

0.6 

5.00 

1.37 

— * 

20.7 

13.0 

458 

15.2 

6.9 

5.00 

1.37 

15.8 

11.0 

9.3 

3,906 

15.4 

3.5 

5.00 

0.88 

— * 

21.2 

10.5 

61 

14.8 

13.3 

5.75 

1.36 

10.0 

20.9 
21.1 

11.2 

406 

16.5 

9.0 

5.75 

1.04 

13.5 

12.2 

11,566 

16.5 

17.9 

5.75 

0.95 

12.6 

35.8 

12.1 

985 

20.3 

14.7 

5.75 

1.12 

11.4 

25.3 

11.7 

959 

17.4 

16.6 

5.75 

0.99 

7.8 

14.4 

6.1 

156 

19.9 

12.2 

5.75 

1.24 

* 

36.3 

19.1 

2,362 

25.3 

2.0 

5.75 

1.23 

15.5 

37.6 
9.7 

15.7 

795 

25.6 

1.4 

5.75 

1.16 

* 

10.0 

126 

15.3 

5.8 

3.25 

0.81 

— * 

16.1 

— * 

1,107 

14.0 

9.6 

5.75 

1.08 

12.3 

25.1 

14.6 

1,023 

22.2 

1.8 

5.75 

1.09 

14.4 

29.9 

16.6 

6,281 

22.2 

5.4 

5.75 

1.10 

— * 

31.2 

— * 

60 

19.4 

1.0 

t 

1.84 

— * 

12.2 
24.9 

13.5 

149 

19.0 

0.5 

5.50 

1.88 

12.5 

13.3 

311 

15.4 

10.2 

5.50 

1.69 

* 

21.6 

12.8 

106 

19.5 

2.5 

none 

1.17 

* 

15.3 

10.0 

240 

16.9 

23.0 

4.75 

2.16 

* 

15.3 

10.4 

151 

22.0 

4.2 

none 

2.52 

* 

13.4 

* 

73 

18.2 

2.2 

4.75 

2.28 

* 

8.1 
8.7 

* 

80 

19.3 

0.4 

4.50 

1.59 

* 

* 

506 

9.4 

0.5 

none 

2.46a 

— * 

19.6 

11.4 

162 

28.2 

1.7 

none 

1.56 

— * 

73.9 

— * 

916 

26.7 

3.1 

none 

1.68 

_* 

21.3 

11.7 

60 

19.9 

5.5 

4.00 

1.43 

* 

10.8 

9.9 

66 

12.2 

0.5 

none§ 

1.27a 

* 

17.2 
13.3 

— * 

268 

14.4 

0.6 

none§ 

1.38 

10.3 

9.3 

168 

14.3 

0.5 

none§ 

1.80a 

— * 

29.5 

11.7 

57 

17.3 

8.9 

4.75 

1.42 

— * 

32.6 

— * 

63 

NA 

NA 

none 

1.70 

— * 

48.9 

— * 

62 

22.3 

16.1 

none 

1.62 

— * 

-14.1 

* 

128 

NA 

NA 

none 

1.56 

14.6 

21.5 

15.2 

563 

14.6 

6.7 

none 

0.85 

1C.6 

23.4 

10.7 

180 

18.2 

1.2 

none 

0.99 

ects  performance  ot  Putnam  Information  Sciences  prior  to  3/92  merger,    formerly  Putnarr 

Forbes  ■  August  28,  1995 


199 


Diuuft  runuD 


FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


D 

A 

D 

C 

C 

B 

B 

B 

D 

■  A 

D 

A 

B 

D 

B 

D 

C 

B 

Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Safeco  Income  Fund/Safeco 
Salomon  Brothers  Capital/Salomon 
Salomon  Brothers  Investors-A/Salomon 
Salomon  Brothers  Opportunity/Salomon 
SBSF  Fund/SBSF 
Schafer  Value  Fund/Schafer 

Scout  Stock  FundVJones  &  Babson 
Scudder  Capital  Growth/Scudder 
Scudder  Development  Fund/Scudder 
Scudder  Growth  &  Income/Scudder 
Scudder  Quality  Growth/Scudder 
Scudder  Value  Fund/Scudder 

Security  Equity  Fund-A/Security 
Security  Growth  &  Income-A/Security 
Security  Ultra  Fund-A/Security 
SEI  Index  S&P  500  Index/SEI 
Selected  American  Shares/Selected 
Selected  Special  Shares/Selected 

Seligman  Capital  Fund-A/Seligman 
Seligman  Common  Stock-A/Seligman 
Seligman  Commun  &  Info-A/Seligman 
Seligman  Frontier  Fund-A/Seligman 
Seligman  Growth  Fund-A/Seligman 
Sentinel  Common  Stock/Sentinel 

Sentinel  Emerging  Growth/Sentinel 

Sentinel  Growth  Fund/Sentinel 

Sentry  Fund/Sentry 

Sequoia  Fund/Sequoia 

Seven  Seas  Matrix  Equity/Russell 

Seven  Seas  S&P  500  Index/Russell 

Sierra-Emerging  Growth-A/Gt  Western 

Sierra-Growth  &  Income-A/Gt  Western 

Sierra-Growth  Fund-A/Gt  Western 

SIFETrust/SIFE 

SIT  Growth  Fund/SIT 

Skyline  Fund-Special  Equities/Skyline 

Skyline  Fund-Special  Equities  I  I/Skyline 


Annuj 

6/83 
to  6/95 

lized  total  return 

last          5-year 
12 
months 

Assets 
6/30/95 

($mil) 

Weighted 

average 

P/E 

Median 

market 

cap 

($bil) 

Maximum 
sales 
charge 

Annual 

expenses 

per 

$100 

14.1% 

26.0% 

12.0% 

17.3 

$24.3 

11.6% 

22.5% 

12.6% 

18.0 

$8.9 

$1.21 

12.0% 

17.8% 

10.2% 

$204 

16.3 

$17.6 

none 

$0.89 

8.7 

17.7 

7.5 

97 

15.7 

8.1 

none 

1.30 

11.1 

20.2 

11.0 

398 

16.2 

16.9 

4.75% 

0.94 

13.1 

19.7 

12.1 

125 

13.8 

10.7 

none 

1.21 

— * 

15.4 

10.2 

104 

15.3 

10.1 

none 

1.27 

— * 

19.9 
17.3 

16.2 

111 

14.6 

9.6 

none 

1.48 

11.1 

10.6 

137 

17.5 

9.5 

none 

0.87 

12.6 

18.8 

10.5 

1,403 

22.8 

3.6 

none 

0.99 

10.1 

45.4 

14.0 

724 

26.9 

1.0 

none 

1.34 

12.2 

18.7 

13.4 

2,565 

15.2 

9.9 

none 

0.85 

* 

23.8. 

* 

150 

18.5 

21.9 

none 

1.24 

* 

24.7 
23.9 

* 

67 

12.0 

10.3 

none 

1.25a 

11.8 

13.1 

423 

18.1 

12.7 

5.75 

1.05 

6.8 

16.7 

8.1 

66 

18.7 

14.3 

5.75 

1.32 

5.2 

19.7 

4.9 

64 

24.4 

1.6 

5.75 

1.33 

— * 

25.8 

11.7 

487 

17.3 

24.4 

none 

0.35a 

14.9 

23.0 

12.7 

747 

14.6 

12.6 

none 

1.26 

10.0 

24.4 
24.9 

8.9 

54 

19.4 

2.8 

none 

1.62 

9.4 

11.7 

182 

22.3 

7.7 

4.75 

1.13 

12.8 

19.2 

11.5 

609 

19.6 

16.9 

4.75 

0.95 

— * 

107.9 

30.4 

2,456 

25.9 

1.3 

t 

1.65 

* 

38.2 

19.3 

228 

22.9 

0.6 

4.75 

1.42 

10.0 

18.4 

9.8 

557 

21.1 

13.7 

4.75 

1.00 

13.7 

20.2 
15.4 

110 

990 

17.9 

24.2 

5.00 

1.07 

* 

* 

94 

19.2 

0.5 

5.00 

1.60 

8.6 

18.4 

5.9 

56 

21.4 

11.8 

5.00 

1.58 

10.3 

15.1 

9.9 

83 

18.1 

1.8 

none 

0.86 

15.5 

19.7 

13.2 

1,818 

14.4 

8.0 

t 

1.01a 

* 

23.8 

— * 

181 

16.2 

18.9 

none 

0.54a 

* 

25.7 
21.5 

— * 

480 

16.7 

23.4 

none 

0.15a 

* 

_* 

209 

15.7 

0.6 

4.50 

1.63 

* 

20.5 

10.2 

191 

16.1 

17.8 

4.50 

1.54 

— * 

32.3 

— * 

180 

23.4    ' 

2.7 

5.75 

1.73 

14.4 

15.8 

17.6 

510 

10.5 

4.9 

5.00 

104 

12.5 

28.4 

12.5 

316 

24.1 

2.3 

none 

0.83 

* 

9.6 

17.5 

190 

12.3 

0.2 

t 

1.49 

* 

9.1 

— * 

90 

13.8 

0.9 

none 

1.51 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosedtonew 
investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes 
back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  UMB  Stock. 
Sources:  Forbes-,  Upper  Analytical  Services,  Mormngstar,  Inc. 

Rules,  page  176.  Distributor  table,  page  260. 
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A  Leveraged  Lease  For  A 
High  Tech  Joint  Venture 

( We  've  Been  Programming  Solutions  For  Years) 


Technology  companies  expect  a  more  integrated  approach  to  problem  solving  than  most 

banks  provide.  With  our  history  of  leadership  in  corporate  finance  for  the  technology  industry, 

we  were  able  to  lower  our  client's  borrowing  costs  and  help  them  achieve  their  tax  goals. 

For  high-tech  solutions,  we  crunch  the  numbers. 


n 


Bank  off  America 


Our  client  had  the  benefit  of 

relationship  officers  specializing  in 

the  technology  industry  and  leasing. 


Performance 

UP        DOWN 

—markets— 


202 


■  A 


■  D         iB 


Annualized  total  return 

6/83  last  5-year 

to  6/95  12 

months 


Assets 

6/30/95 

($mil) 


14.1% 
11.6% 

12.0% 


26.0% 
22.5% 

15.6% 
12  9 

32.8 
18.7 
16.2 
16.2 


12.0% 
12.6% 


Weighted 

average 

P/E 


17.3 
18.0 


Median 

market 

cap 

($bil) 

$24.3 
$8.9 


Maximum  Annual 
sales  expense 
charge  per 

$100 


$1.21 


10.0% 

$598 

16.6 

$21.2 

5.00% 

— * 

80 

11.9 

6.0 

5.00 

11.9 

396 

19.8 

5.7 

5.00 

10.1 

2,709 

18.4 

22.7 

5.00 

8.2 

197 

16.9 

18.7 

5.00 

11.3 

388 

14.6 

12.9 

5.00 

12.6 


7.4 


11.5 


7.2 
9.4 

13.4 
10.4 


16.8 
22.4 
24.9 
33.6 
19.5 
9.0 


* 

61 

17.8 

9.9 

4.50 

— * 

152 

17.0 

8.5 

4.50 

9.5 

59 

21.1 

13.3 

4.75 

— * 

245 

21.1 

5.8 

4.50 

9.3 

267 

18.1 

21.7 

4.50 

* 

53 

25.5 

0.5 

t 

$0.96 
1.05 
1.36 
1.02 
1.15 
1.17 


17.3 

13.0 

861 

12.2 

10.4 

5.00 

1.30 

13.9 

12.8 

2,095 

13.5 

12.9 

5.00 

1.17 

33.2 

12.1 

215 

24.4 

0.8 

5.00 

1.43 

13.5 

12.7 

254 

14.5 

7.4 

5.00 

1.23 

19.6 

12.9 

66 

13.8 

6.3 

none 

1.22 

24.7 

10.9 

287 

17.3 

24.3 

none 

0.97a 

FUND  SURVEY 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Smith  Barney-Income  &  Growth-A/Smith  Barney 
Smith  Bamey-Utility-A/Smith  Barney 
Smith  Barney  Aggress  Growth-AVSmith  Barney 
Smith  Barney  Apprec  Fund-AVSmith  Barney 
Smith  Barney  Eq-Growth  &  Inc-AV/Smith  Barney 
Smith  Barney  Eq-Strat  Invest-AVSmith  Barney 

Smith  Barney  Fundamental  Val-AVSmith  Barney 
Smith  Barney  Inc-Prem  Tot  Ret-AVSmith  Barney 
Smith  Barney  Invest-Spec  Eq-AVSmith  Barney 
Smith  Barney  Telecommun-Gro-AVSmith  Barney 
Sound  Shore  Fund/Forum 
Stagecoach  Corporate  Stock/Stagecoach 

Stagecoach  Diversified  Income-A/Stagecoach 
Stagecoach  Growth  &  Income/Stagecoach 
State  Bond  Common  Stock/SBM 
State  Street  Research  Capital-A/State  Street 
State  Street  Research  Invest- A/State  Street 
State  Street  Research  Small  Cap-A/State  Street 

SteinRoe  Capital  Opportunities/Stem  Roe 
SteinRoe  Growth  Stock3/Stein  Roe 
SteinRoe  Prime  Equities/Stein  Roe 
SteinRoe  Special  Fund/Stein  Roe 
Stratton  Monthly  Dividend  Shares/Stratton 
Strong  American  Utilities/Strong 

Strong  Common  Stock/Strong 
Strong  Discovery  Fund/Strong 
Strong  Growth  Fund/Strong 
Strong  Opportunity  Fund/Strong 
SunAmerica  Blue  Chip  Growth-A/SunAmenca 
SunAmerica  Small  Co  Growth-A/SunAmenca 

Target  Large  Cap  Growth/Prudential 
Target  Large  Cap  Value/Prudential 
Target  Small  Cap  Growth/Prudential 
Target  Small  Cap  Value/Prudential 
TCW/DW  Core  Equity/Dean  Witter 
TCW/DW  Small  Cap  Growth/Dean  Witter 
Third  Avenue  Value/Whitman 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new 
investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes 
back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Smith  Barney  Shearson  funds.     Reflects  performance  of 
SBS  Directions  Value  prior  to  3/94  merger.     3Formerly  SteinRoe  Growth.     'Quarterly  advisory  fee. 
Sources:  FORBES:  Upper  Analytical  Services;  Mormngstar,  Inc. 


1.20a 

1.11a 

1.22 

1.41 

0.90 

1.35a 


33.4 

12.6 

207 

33.7 

1.4 

none 

1.06 

23.0 

10.1 

335 

21.7 

21.8 

none 

1.06 

16.5 

11.4 

131 

17.0 

10.6 

none 

0.98 

13.4 

10.8 

1,200 

18.0 

4.0 

none 

1.06 

12.0 

8.8 

131 

13.8 

2.3 

none 

0.98 

15.3 

* 

67 

15.5 

21.2 

none 

0.50a 

20.3 

21.1 

916 

17.1 

3.6 

t 

1.34 

23.5 

16.1 

462 

21.1 

4.1 

none 

1.46 

31.5 

— * 

378 

28.1 

8.0 

none 

1.61 

17.7 

14.6 

1,090 

15.3 

5.3 

none 

1.35 

14.8 

6.7 

79 

18.0 

14.8 

5.75 

1.60a 

43.6 

15.2 

125 

28.4 

1.2 

5.75 

1.58 

23.0 

* 

163 

22.1 

12.5 

none4 

0.81 

23.4 

— * 

162 

17.0 

10.3 

none" 

0.81 

21.1 

— * 

106 

19  9" 

0.6 

none4 

0.93 

6.0 

— * 

87 

31.4 

0.4 

none4 

0.93 

18.6 

— * 

753 

16.8 

12.3 

5.00b 

1.96 

42.1 

— * 

86 

23.0 

0.6 

5.00 

2.57 

22.0 

— * 

257 

12.7 

1.0 

none 

1.37 

Rules,  page  176.  Distributor  table,  page  260. 
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Performance         Fund/distributor 
UP        DOWN 
— markets— 


■  0 


Annualized  total  return Assets  Weighted  Median 

6/83           last          5-year  6/30/95  average  market 

to  6/95          12                           ($mil)           P/E  cap 

months  ($bil) 


Standard  &  Poor's  500  stock  average  14.1%  26.0%       12.0% 

Forbes  stock  fund  composite  11.6%  22.5%       12.6% 

Tower-Capital  Appreciation/Federated  — *  23.2% 

Tweedy.  Browne  American  Value  ~.vee:,.  — *  22.0 

20th  Century  Capital-Value  Fund/20th  Century  24.1 

20th  Century  Giftrust  lnvestors/20th  Century  — *  60.4 

20th  Century  Growth  lnvestors/20th  Century  12.5%  22.7 

20th  Century  Heritage  lnvestors/20th  Century  — *  19.7 

20th  Century  Select  lnvestors/20th  Century  10.5  16.5 

20th  Century  Ultra  lnvestors/20th  Century  13.2  29.0            21.3 

20th  Century  Vista  I  nvestors/20th  Century  — *  55.4            12.4 

United  Accumulative  Fund-AAYaddell  12.0  19.6            10.0 

United  Income  Fund-AAVaddell  15.5  21.3            12.2 

United  New  Concepts-A/Waddell  12.4  39.5 

United  Science  &  Technology-AAVaddell  14.0  56.4 

United  Vanguard  Fund-A<Y/addell  10.6  29.9 

USAA  Mutual-Aggressive  Growth/USM  6.5  39.7 

USAA  Mutual-Growth  &  Income/USAA  — *  21.2 

USAA  Mutual-Growth  USA;  9.3  26.3 

USAA  Mutual-Income  Stock/USAA  — *  13  5 

UST  Master  Funds-Early  Life  Cycle/Edgewood  — *  31.8 

UST  Master  Funds-Equity/Edgewood  —■  25.5            12  6 

UST  Master  Funds-Income  &  GrowtMdgewood  — *  18.0           12.9 

Value  Line  Fund/value  Line  10.1  23.3           11.4 

Value  Line  Income/Value  Line  9.3  15.6            9.2 

Value  Line  Leveraged  Growth  Inv/Value  Line  11.0  31.5            12.2 


Value  Line  Special  Situations/Value  Line  3.8 

Van  Kampen  Growth  &  Income-A/Van  Kampen 

Van  Kampen  Utility  Fund-A/Van  Kampen 

Vanguard  Equity  Income/Vanguard  — * 

Vanguard  Explorer  Fund/Vanguard  6.2 

Vanguard  Index-Extended  Mkt/Vanguard  — * 

Vanguard  lndex-500  Portfolio/Vanguard  13.9            25.9 

Vanguard  Index-Growth/Vanguard  — *           30.5 

Vanguard  Index-Small  Cap  Stock/Vanguard  5.1             20.3 

Vanguard  Index-Total  Stock  Mkt/Vanguard  — *           24.7 

Vanguard  Index-Value/Vanguard  — *           21.1 

Vanguard/Morgan  Growth/Vanguard  11.2            28.0 

Vanguard/Primecap/Vanguard  — *          38.9 


11.9 


13.2 


10.8 
16.3 


17.3 
18.0 


$24.3 
$8.9 


10.4% 

$137 

16.0 

$22.0 

3.00% 

— * 

104 

9.3 

7.1 

none 

— * 

520 

16.0 

7.7 

none 

25.3 

451 

28.7 

0.3 

none 

11.1 

4,768 

23.0 

13.5 

none 

11.3 

907 

24.8 

1.5 

none 

4,178 
11,790 
1,242 
1,086 
3,684 
350 


58 
150 
109 
299 
136 
329 


12.779 

153 

747 

1,151 

361 

1,263 

2.614 


20.3 
29.8 

m 

17.0 

16.9 
26.7 


15.1 
18.8 
16.5 
21.1 
19.8 
20.6 


17.3 
19.3 
17.0 
17.1 
14.8 
17.3 
17.7 


11.4 
5.0 
1.0 
16.5 
15.9 
2.5 


16.1 

649 

27.1 

6.5 

5.75 

10.8 

1.181 

21.0 

9.4 

5.75 

10.9 

329 

26.7 

1.3 

none 

— * 

196 

16.0 

15.2 

none 

12.3 

883 

17.8 

11.1 

none 

12.2 

1.357 

14.7 

12.3 

none 

0.6 
10.9 
4.9 
6.3 
16.8 
10.0 


24.3 
29.4 

0.4 
17.1 
18.9 
11.5 

8.6 


Maximum      Annual 
sales        expenses 
charge  per 

$100 


$1.21 

$1.26 
1.74a 
1.00 
1.00 
1.00 
1.00 

1.00 
1.00 
1.00 
0.81 
0.84 
1.24 

0.96 
1.08 
0.87 
0.99 
1.04 
0.76 

0.96a 
1.05a 

1.06a 
0.85 
0.94 
0.90 


none 
none 
none 
5.75 
5.75 
5.75 


4.50 
4.50 
4.50 
none 
none 
none 


LOW1 

0.25?' 


0.19 
0.20 
0.17 
0.20 
0.20 
0.5C 
j.64 


^Distributor  may  impose  purchase  fee.  with  proceeds  reverting  to  other  fund  shareholders.     'Annual  $10  maintenance  fee. 
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FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


■  B 


204 


Fund/distributor 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

Vanguard  Quantitative  Portfolios/Vanguard 
Vanguard  Special-Energy/Vanguard 
Vanguard  Special-Health  Care/Vanguard 
Vanguard  Special-Utilities  Inc/Vanguard 
Vanguard/Trustees'  Equity-US/Vanguard 
Vanguard  US  Growth1/Vanguard 

Vanguard/Windsor  Fund/Vanguard 
Vanguard/Windsor  I  I/Vanguard 
Victory-Diversified  Stock2/Bisys 
Victory-Growth  Fund/Bisys 
Victory-Special  Value/Bisys 
Victory-Stock  Index/Bisys 

Victory-Value  Fund/Bisys 
Vista  Capital  Growth-A/Vista 
Vista  Equity  Fund/Vista 
Vista  Growth  &  Income-A/Vista 
Waddell  &  Reed  Growth/Waddell 
Waddell  &  Reed  Total  Return/Waddell 

Warburg  Pincus  Cap  Appreciation/Warburg 
Warburg  Pincus  Emerg  Growth/Warburg 
Warburg  Pincus  Growth  &  Income/Warburg 
Wasatch  Advisors  Aggressive  Equity/Sunstone 
Washington  Mutual  Investors/American  Funds 
Weitz  Partners  Value/Weitz 

Weitz  Series  Fund-Value/Weitz 
Westcore-Modern  Value  Equity/ALPS 
Winthrop  Focus  Funds-Aggressive/Wood 
Winthrop  Focus  Funds-Growth3/Wood 
Winthrop  Focus  Funds-Growth  &  Inc/Wood 
Woodward  Opportunity  Fund/Woodward 

WPG  Growth  &  Income/Weiss 
WPG  Growth  Fund/Weiss 
WPG  Quantitative  Equity/Weiss 
WPG  Tudor  Fund/Weiss 
Yacktman  Fund/Sunstone 
Zweig  Series-Appreciation-A/Zweig 
Zweig  Series-Strategy-A/Zweig 


— Annualized  total  r 
6/83           last 
to  6/95          12 
months 

eturn 

5-year 

12.0% 
12.6% 

Assets 

6/30/95 

($mil) 

Weighted 

average 

P/E 

14.1% 
11.6% 

26.0% 
22.5% 

17.3 
18.0 

10.7% 


14.8 


14.1 


9.9 
8.2 
10.8 


9.7 


Median 

market 

cap 

($bil) 

$24.3 
$8.9 


24.7% 
5.9 
35.3 
15.2 
20.7 
28.4 

18.3 
19.7 
25.8 
20.1 
19.0 
25.2 


22.8 
32.0 
15.4 
32.3 
22.0 
17.8 

14.9 
22.8 
11.0 
10.0 
11.7 
14.9 

16.4 

19.7 
23.8 
24.9 
27.2 
10.2 
17.2 


12.3% 

$730 

15.9 

$24.8 

none 

7.4 

529 

19.0 

7.9 

none§ 

16.7 

995 

15.4 

10.9 

none§ 

— * 

637 

13.4 

12.2 

none 

10.4 

122 

16.7 

9.1 

none 

11.4 

2,876 

20.8 

27.7 

none 

12.9  12,504 

12.2  9,356 

12,2  360 

— *  105 

-*  167 

— *  120 


10.9 
16.2 
15.1 
16.3 
11.9 


10.4 
9.2 

* 

9.7 


12.1 


204 
342 
924 
230 
15,204 
63 


67 
66 
104 
149 
571 
419 
873 


13.0 

9.5 

14.9 

17.3 

17.9 

15.2 

21.2 

17.8 

18.3 

1.2 

18.5 

15.1 

20.6 

7.5 

23.2 

0.7 

17.4 

5.7 

19.8 

0.6 

14.9 

17.6 

7.1 

5.3 

Maximum      Annual 
sales        expenses 
charge  per 

$100 


$1.21 


0.30 
0.40 
0.50 
0.73 
0.48 

0.45 

0.39 

0.93a 

1.17a 

0.99a 

0.55a 


t 
none 
4.75% 
4.75 
4.75 
4.75 


none 

none 

none 

t 

5.75 
none 


12.2 

127 

7.6 

5.4 

none 

11.8 

54 

14.6 

10.5 

4.50 

16.0 

188 

16.6 

0.5 

4.00b 

7.5 

54 

15.4 

11.9 

4.00b 

9.8 

79 

15.1 

13.3 

4.00b 

— * 

69 

18.5 

1.0 

5.00 

1.25 

1.19 

1.50a 

0.69 

1.29 

1.42 

1.01a 

1.65 

1.64 

1.60 

0.90 


17.4 

15.1 

none 

1.23 

20.4 

1.3 

none 

0.95 

17.01 

18.4 

none 

1.14 

18.5 

1.6 

none 

1.28 

17.0 

13.6 

none 

1.07 

11.8 

2.9 

5.50 

1.70 

12.5 

6.6 

5.50 

1.40 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosedtonew 
investors.     ^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes 
back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Originally  part  of  the  Ivest  Fund.     2Formerly  Society  Diversified 
Stock.     3Reflects  performance  of  de  Vegh  Mutual  prior  to  5/87  merger. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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Partners  ruun  Hverage  mutual  loiai 
Returns  For  Periods  Ended  6/30/95 

lyear 

5  year 

10  year 

Life  of 
Fund* 

23.95% 

13.21% 

13.61% 

17.45% 

*Neuberger  &  Berman  Management 
Inc.  became  investment  adviser  to  the 
predecessor  of  this  Fund  on  1/20/75. 
Performance  before  the  Fund's  August 
1993  reorganization  is  for  its  predecessor. 
Investment  returns  and  principal  fluctu- 
ate. Past  performance  is  no  guarantee  of 
future  results.  Redemption  proceeds  may 
be  higher  or  lower  than  original  cost. 
©1995  Neuberger  &  Berman  Management 
Inc.,  Distributor. 


With  18  positive  calendar  years  over  the  last  20, 

Neuberger  &  Berman  Partners  Fund  has  delivered  an  average 
annual  total  return  of  17.45%*  And  our  investors  are  more  than 
satisfied.  We  know  how  they  feel.  After  all,  we're  investors,  too. 
In  fact,  the  owners  and  employees  of  Neuberger  &  Berman 
and  their  families  have  over  $100  million  of  their  own  money 
in  our  mutual  funds.  So  you  can  be  sure  we  are  only  satisfied 
when  our  investors  are.  Call  Neuberger  &  Berman  Management 
Inc.  for  a  prospectus  containing  more  information.  Please  read  it 
carefully  before  you  invest.  Call  1-800-877-9700,  ext.  3655. 
Or,  on  AOL,  keyword:  Neuberger. 

Neuberger  ©Berman 

PARTNERS    FUND™ 


If  we  don't  invest  in  it,  why  should  you? 


FUND  SURVEY 


Balanced  funds 


Balanced  funds  combine  stocks  and  bonds  in  roughly 
equal  parts.  Also  included  here  are  asset  allocation  funds, 
which  shift  money  among  stocks,  bonds  and  cash,  and 
convertible  bond  funds,  which  own  debt  that  can  be 
exchanged  for  equity.  Bonds,  in  theory,  are  supposed  to 
zig  when  stocks  zag;  thus  balanced  funds  should  cushion 


investors  from  a  stock  selloff.  That  doesn't  mean,  however 
that  balanced  funds  can't  lose  money.  Although  the; 
gained  15.7%  over  the  last  12  months,  balanced  funds  los 
3.4%  on  average  in  calendar  year  1994.  We  measure  thes< 
funds  against  a  50-50  mix  of  the  s&P  500  stock  index  an< 
the  Merrill  Lynch  corporate /government  bond  index. 


140 


120 


100 


80 


60 


50 


Ratio  scale  (6/30/90=100) 


1990 


Rising  markets 


Declining  markets 


HlMlttl 


Balanced  funds  are  measured  by  their  composite 
bull-  and  bear-market  performance  against  a 
50-50  blend  of  the  S&P  500  price  index  and  the 
Merrill  Lynch  corporate/government  bond  index. 


1991 


1992 


1993 


1994 


1995 


Performance 
UP  DOWN 
—markets— 


C  D 

C  B 

B  D 

C  C 

C  A  + 

D  B 

A+  F 

A  D 

F  A 
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Fund/distributor 


Annualized  total  return      Yield 
6/90  last  % 

to  6/95  12 

months 


Assets      Weighted     Median  Maximum  Annual 

6/30/95      average       market  sales  expenses 

($mil)          P/E            cap  charge          per 
($bil)                         $100 


Blended  stock  and  bond  markets  index 
Forbes  balanced  fund  composite 

AARP  Balanced  Stock  &  Bond/Scudder 
Advantus  Spectrum  Fund-A/Mimlic 
AIM  Balanced  Fund-A/AIM 
Alliance  Conservative  Investors-A/Alliance 
Alliance  Funds-Strat  Balanced-AVAIIiance 
Alliance  Growth  Investors-A/Alliance 
Alliance  Strategic  Balanced  Shares-A2/Alliance 
American  Balanced  Fund/American  Funds 

American  Capital  Equity  Income-A/Van  Kampen 

American  Capital  Harbor-A/Van  Kampen 

AmSouth  Balanced  Fund/Bisys 

Bond  Fund  For  Growth-A/Rochester 

Calvert  Social  Inv-Managed  Growth-A/Calvert 

CGM  Mutual  Fund/CGM 

Colonial  Fund-A/Colonial 

Colonial  Strategic  Income-A/Colonial 


11.0% 
11.0% 


9.7% 
12.4 

9.8 

9.0 
11.1 

11.6 

9.0 

16.2 

8.1 
12.8 
12.2 
10.0 


19.2% 
15.7% 

15.1% 

18.0 

18.3 

11.2 
12.0 
15.1 
15.8 
17.5 

19.5 
12.2 
16.1 
15.2 
15.0 
12.1 
19.6 
11.5 


4.7% 
3.5% 


17.3        $12.4 


3.6% 

$210 

15.6 

$9.5 

none 

3.1 

58 

20.2 

17.0 

5.00% 

2.5 

83 

15.2 

13.3 

4.75 

4.1 

53 

17.4 

20.2 

4.25 

1.3 

52 

22.4 

1.5 

4.25 

1.2 

75 

18.6 

15.1 

4.25 

2.5 

140 

16.1 

23.8 

4.25 

4.2 

2,481 

15.2 

18.6 

5.75 

3.1 
4.3 
3.6 
5.0 
2.8 
3.6 
2.6 
8.4 


630 

464 
288 
189 
540 

1.141 
970 

1,338 


17.3 
15.6, 
18.3 
NA 
17.4 
15.4 
12.1 
21.4 


15.6 
20.1 
13.0 
NA 
6.5 
8.8 
7.7 
0.3 


5.75 
5.75 
4.50 
3.25 
4.75 
none 
5.75 
4.75 


$1.15 

$1.04 
1.32 
1.25a 
1.40a 
1.40a 
1.40a 
1.26 
0.68 

1.02 

1.04 

0.94a 

1.65 

1.26a 

0.92 

1.14 

1.21 


"Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new  investors,     a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Alliance  Balanced  Fund,    formerly  Alliance 
Balanced  Shares. 
Sources:  FORBES;  Lipper  Analytical  Services;  Mornmgstar,  Inc. 
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Performance 
UP  DOWN 
—markets— 


D  C 

A  F 

C  C 

A  C 


Fund/distributor 


Blended  stock  and  bond  markets  index 
Forbes  balanced  fund  composite 


Annualized  total  return      Yield 
6/90  last  % 

to  6/95  12 

months 


11.0% 
11.0% 


A 

Colonial  Utilities  Fund-A/Colonial 

10.6% 

Columbia  Balanced  Fund/Columbia 

* 

C 

Composite  Bond  &  Stock-A/Murphey 

10.4 

C 

Connecticut  Mutual-Total  Return/Phelps 

11.9 

B 

Crabbe  Huson  Asset  Allocation/Crabbe 

11.9 

D 

Dean  Witter  Convertible  Sees/Dean  Witter 

8.7 

Dean  Witter  Diversified  Inc/Dean  Witter 

Dean  Witter  Managed  Assets/Dean  Witter  8.1 

Dean  Witter  Strategist  Fund/Dean  Witter  97 

Delaware  Group  Delaware-A/Delaware  9.5 

Dodge  &  Cox  Balanced  Fund/Dodge  12.5 
Dreyfus  Asset  Alloc-Total  Return/Dreyfus 

Dreyfus  Balanced  Fund/Dreyfus 

EV  Traditional  Investors/Eaton  Vance  10.2 

EBI  Funds-Flex/EBI  11.2 

Evergreen  Balanced-AVLieber 

Evergreen  Foundation-A/Lieber  15.2 

Fidelity  Advisor  Inc  &  Growth-A/Fidelity  Adv  11.8 

Fidelity  Asset  Manager/Fidelity  12.2 

Fidelity  Asset  Manager-Growth/Fidelity 

Fidelity  Asset  Manager-lncome/Fidelity 

Fidelity  Balanced  Fund/Fidelity  10.7 

Fidelity  Convertible  Securities/Fidelity  15  3 

Fidelity  Puritan  Fund/Fidelity  13.1 

First  Investors  Total  Return-A/First  Inv  7.5 

Flag  Investors  Value  Builder-A/Brown 

Fortis  Advantage-Asset  Alloc-A/Fortis  10.8 

Founders  Balanced  Fund/Founders  11.1 

Fountain  Square  Balanced  Fund/Federated 

Franklin  Balance  Sheet  Invest/Franklin  16.0 

Franklin  Convertible  Securities/Franklin  13.7 

Franklin  Income  Fund-I/Franklin  13.2 

Galaxy  Asset  Allocation-Retail/Galaxy 

Guardian  Asset  Allocation/Guardian 

Hancock  Growth  &  Income-A/Hancock  9.7 

Hancock  Sovereign  Balanced-A/Hancock 

IDS  Mutual  Fund-A/Amer  Express  11.1 

Income  Fund  of  America/American  Funds  12.0 

Janus  Balanced  Fund/Janus 

Kemper  Retirement  Fund  l/Kemper  11.6 

Kemper  Retirement  Fund  ll/Kemper 

Kemper  Retirement  Fund  lll/Kemper 

Kemper  Retirement  Fund  IV/Kemper 


'Formerly  First  Union  Balanced.    JSales  charge  waived  through  12/31/95. 


19.2% 
15.7% 

16.8% 

16.2 

18.7 

15.5 

14.9 

12.8 

8.3 

4.9 
16.7 
13.0 
20.5 
22.8 

20.9 

19.0 
20.7 
15.4 
19.9 
7.8 

7.9 

7.9 

9.3 

7.7 
15.9 
12.1 

17.1 
20.7 
22.1 
12.6 
19.3 
19.2 

14.8 
12.1 
20.3 
17.7 
20.5 
14.9 


4.7% 
3.5% 


7.5 
3.5 
1.9 
3.3 
3.6 
2.5 


2.4 
1.4 
4.3 
3.5 
4.4 
3.0 


4.7 
8.0 
2.5 
2.4 
1.6 
5.4 


Assets      Weighted     Median  Maximum     Annual 

6/30/95      average       market  sales  expenses 

($mil)          P/E            cap  charge          per 
($bil)                         $100 


17.3        $12.4 


5.1% 

$1,172 

13.3 

$7.9 

4.75% 

3.7 

376 

17.5 

17.4 

none 

3.8 

201 

16.1 

19.8 

4.50 

4.2 

203 

14.9 

10.5 

5.00 

2.5 

129 

15.9 

7.4 

none 

4.2 

180 

22.2 

0.7 

5.00b 

499 
419 
853 
479 
1,211 
61 


11,050 
2,780 
546 
5,212 
972 
13,786 


75 

5,556 

137 

61 
239 
148 


NA 
17.9 
20.5 
18.0 
15.6 
17.3 


20.5 
22.1 
17.8 
12.4 
17.4 
19.2 


19.2 

12.2 
18.7 
14.6 
16.5 
18.1 


1.1 
9.6 
11.0 
15.1 
15.3 
32.0 


6.5 
5.8 
11.3 
5.6 
6.7 
8.2 


0.6 
12.3 
24.1 

4.1 
14.6 

7.5 


5.00b 

5.00b 

5.00b 

5.75 

none 

none 


4.1 

146 

17.0 

13.4 

none 

3.5 

244 

15.8 

11.0 

4.75 

2.4 

317 

15.4 

15.4 

1.00b 

3.8 

147 

13.8 

16.3 

4.75 

4.2 

572 

15.9 

12.8 

4.75 

2.6 

3,509 

13.0 

9.1 

4.75 

none 
none 
none 
none 
none 
2.002 


1.8 

53 

16.5 

11.7 

6.25 

2.7 

163 

14.1 

9.5 

4.50 

3.1 

133 

19.9 

9.4 

4.50 

2.4 

107 

18.1 

14.8 

none 

2.4 

56 

19.9 

6.5 

4.50 

1.0 

288 

7.6 

0.5 

1.50 

4.50 

4.25 
none 
4.50 
5.00 
5.00 


13.5 

4.6 

2,514 

15.8 

12.9 

5.00 

16.4 

5.7 

12,055 

16.0 

7.7 

5.75 

14.2 

4.4 

114 

16.5 

13.7 

none 

17.0 

3.7 

107 

22.7 

9.8 

t 

16.5 

4.4 

173 

22.8 

111 

t 

18.4 

4.0 

125 

22.8 

9.5 

t 

18.9 

3.7 

152 

22.8 

11.1 

t 

$1.15 

$1.23 
0.69 
1.09 
1.11a 
1.44a 
1.93 

1.46 
1.77 
1.62 
0.97 
0.58 
0.67a 

0.69a 

0.91 

2.25 

0.89 

1.39 

1.53a 

0.98 
1.03a 
0.77a 
0.93 

0.71 
0.78 

1.63a 

1.35a 

1.52 

1.24 

1.00a 

1.19a 

0.95a 
0.72 

1.60a 

1.30 
1.30 
1.29 

0.80 
0.63 
1.32 
0.97 
0.96 
1.00 
0.97 
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FUND  SURUEY 


Performance 
UP  DOWN 
—markets— 


Fund/distributor 


Annualized  total  return 

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

6/90           last 

% 

6/30/95 

average 

market 

sales 

expenses 

to  6/95          12 

($mil) 

P/E 

cap 

charge 

per 

months 

($bil) 

$100 

Blended  stock  and  bond  markets  index  11.0%        19.2%        4.7% 

Forbes  balanced  fund  composite  11.0%        15.7%        3.5% 


17.3       $12.4 


$1.15 


Kemper  Retirement  Fund  V/Kemper 

__* 

20.0% 

2.2% 

$135 

NA 

NA 

t 

$1.07 

B 

D 

Kemper  Total  Return-A/Kemper 

10.0% 

16.8 

2.5 

2,868 

21.0 

$16.0 

5.75% 

1.13 

C 

D 

Keystone  Custodian  Balanced  (K-l)/Keystone 

8.4 

14.2 

3.3 

1,345 

17.9 

17.8 

4.00b 

1.78 

B 

0 

Landmark  Balanced  Fund-A/Landmark 

9.8 

15.3 

2.8 

238 

18.9 

20.6 

4.75 

1.02 

B 

B 

Liberty  Equity  Income-A/Federated 

13.3 

16.4 

3.6 

206 

15.0 

17.7 

5.50 

1.01a 

A+ 

Lindner  Bulwark  Fund/Ryback 

— * 

0.1 
35.0 

0.7 

65 

11.7 

0.6 

none 

0.66 
1.80a 

D 

Lord  Abbett  Equity  Fund/Lord  Abbett 

20.0 

none 

55 

15.3 

16.3 

t 

A 

A 

MainStay-Convertible  Fund-A/NYLife 

17.2 

15.5 

5.1 

262 

16.0 

1.3 

5.50 

1.30 

B 

C 

MainStay-Total  Return-A/NYLife 

11.6 

20.5 

2.6 

760 

19.4 

8.0 

5.50 

1.13 

Marquis  Growth  &  Income-A/SEI 

* 

14.1 

3.5 

84 

13.4 

9.3 

3.50 

0.85a 

Mentor  Income  &  Growth-A/Mentor  Funds 

* 

16.1 

2.5 

63 

13.8 

5.0 

5.75 

1.37 

. 

Mentor  Strategy  Fund-A/Mentor  Funds 

* 

23.9 
10.8 

none 

204 

26.9 

2.8 

5.75 

1.47 
1.28 

Merrill  Lynch  Bal  Inv  &  Retire-D/Merrill 

8.6 

3.1 

654 

17.6 

10.6 

5.25 

A+ 

D 

Merrill  Lynch  Phoenix-D/Merrill 

13.8 

12.6 

6.0 

716 

12.3 

2.0 

5.25 

1.47 

C 

C 

MetLife-State  Street  Mngd  Assets-A/State  Street 

10.3 

12.5 

1.8 

363 

15.7 

69 

4.50 

1.25 

C 

C 

MFS  Total  Return-A/MFS 

10.5 

14.5 

4.2 

3,055 

15.9 

15.5 

4.75 

0.87a 

MH/KP  Asset  Allocation-AVPaineWebber 

— * 

22.8 

1.6 

52 

18.3 

14.9 

4.50 

1.58 

Montgomery  Asset  Allocation/Montgomery 

— * 

36.0 

18.0 

1.0 

60 

29.1 

1.1 

none 

1.30a 
1.20 

Nations-Balanced  Assets-Invest  A/Nations 

_* 

2.3 

65 

20.3 

21.8 

5.75 

A 

, 

New  England  Balanced-A/New  England 

11.4 

17.2 

2.9 

262 

14.1 

14.4 

5.75 

1.42 

B 

C 

North  American  Asset  Allocation-A/Wood  Logan 

13.1 

14.4 

2.7 

100 

13.5 

8.2 

4.75 

1.34a 

D 

B 

Northstar  Advantage  lncome-A2/Northstar 

9.5 

10.2 

4.7 

72 

16.0 

19.0 

4.75b 

1.40a 

Northstar  Advantage  Inc  &  Growth-A/Northstar 

— * 

11.6 

3.1 

130 

13.7 

15.1 

4.75 

1.45 

Oppenheimer  Asset  Allocation-A/Oppenheimer 

* 

16.6 
15.7 

4.2 

270 

18.9 

4.9 

5.75 

1.23 
0.92 

C 

Oppenheimer  Equity  Income-A/Oppenheimer 

9.2 

4.7 

2,053 

13.7 

8.2 

5.75 

Oppenheimer  Strat  Inc  &  Growth-A/Oppenheimer 

— * 

13.4 

5.7 

60 

18.0 

14.7 

4.75 

1.39 

A 

Pacific  Horizon-Capital  Income/Bisys 

13.2 

12.6 

4.5 

208 

14.7 

6.3 

4.50 

0.97a 

Pacifica  Balanced  Fund/Furman 

— * 

8.8 

4.3 

93 

12.2 

9.9 

4.50 

0.97a 

C 

PaineWebber  Asset  Allocation-A/PaineWebber 

8.6 

15.3 

2.8 

215 

16.4 

9.2 

4.50 

1.26 

A 

Pasadena  Balanced  Return-A/Pasadena 

9.0 

20.5 
18.9 

1.9 

57 

20.0 

22.1 

5.50 

2.07 
0.98 

D 

B 

Pax  World  Fund/Pax  World 

7.6 

3.3 

425 

16.5 

13.6 

none 

F 

A 

Permanent  Port-Permanent/Permanent 

6.2 

12.5 

1.2 

75 

22.2 

1.6 

3 

1.39 

D 

B 

Phoenix  Balanced  Fund-A/Phoenix 

9.1 

11.2 

3.1 

2,399 

17.5 

21.4 

4.75 

1.00 

F 

A 

Phoenix  Convertible  Fund-A/Phoenix 

8.5 

10.0 

5.7 

222 

17.7 

20.5 

4.75 

1.16 

C 

C 

Phoenix  Income  &  Growth-A/Phoenix 

10.5 

10.7 

5.3 

894 

16.2 

17.9 

4.75 

1.16 

C 

Phoenix  Total  Return-A/Phoenix 

11.3 

12.0 
18.2 

3.6 

371 

17.0 

16.0 

4.75 

1.24 
0.70 

Pimco  Advisors-Balanced4/Pimco  Advisors 

_* 

3.4 

82 

17.7 

16.8 

none 

B 

Pimco  Advisors-Equity  lncome-A5/Pimco 

9.7 

13.5 

2.5 

179 

14.3     ' 

17.5 

5.50 

1.25 

D 

A 

Pioneer  Income  Fund-A/Pioneer 

8.6 

11.3 

6.8 

270 

15.7 

15.2 

4.50 

1.11 

B 

D 

PNC  Balanced  Fund-Series  A  Inv/PNC 

10.5 

15.5 

3.2 

69 

18.0 

19.9 

4.50 

1.15 

Preferred  Asset  Allocation/Caterpillar 

— * 

21.7 

3.2 

76 

17.1 

24.0 

none 

1.11 

C 

C 

T  Rowe  Price  Balanced  Fund6/Pnce 

10.7 

17.5 

3.7 

501 

20.1 

9.0 

none 

1.00 

C 

c 

Princor  Balanced  Fund-A7/Princor 

10.3 

12.2 

2.4 

57 

16.5 

16.3 

4.75 

1.51 

'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new  investors,     a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Kidder  Peabody  Asset  Allocation,     formerly 
Advantage  Income.     3Flat  fee  of  $35  on  initial  investment  and  monthly  $1.50  maintenance  fee.     ■'Formerly  Pfamco  Balanced,    formerly  Thomson 
Equity  Income.    6Reflects  performance  of  Axe-Houghton  prior  to  8/92  merger.     'Formerly  Princor  Managed. 
Sources:  FORBES;  Upper  Analytical  Services;  Mornmgstar,  Inc. 
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WE'D  LOVE  TO  STAY  AND  CHAT,  BUT 

WE  HAVE  ANOTHER  110,000  FREIGHT 

DELIVERIES  TO  MAKE  TODAY. 


We  hate  to  rush,  but  we're  on  a  rather  tight  schedule 
ght  now.  There's  a  container  of  handbags  on  its  way  to 
lamburg;  car  parts  are  speeding  to  Cleveland;  computer 
eyboards  to  Quebec;  hydraulic  pumps  to  Penang.  And 
lose  are  just  a  handful  of  the  thousands  of  on-time,  heavy 
eight  deliveries  The  CF  Companies  make  each  day. 
By  air  and  by  sea,  over  highways  and  railways,  The 
F  Companies  supply  the  critical  raw  materials,  parts 
id  inventory  that  help  our  customers  operate  success- 
illy.  Our  capabilities  range  from  regional  and  nationwide 


trucking  to  worldwide  air  freight,  from  truckload, 
ocean  and  intermodal  services  to  warehouse  and  logistics 
management.  All  backed  by  advanced  Electronic  Data 
Interchange  technology  and  a  relentless  commitment  to 
cost-control.  It  adds  up  to  more  than  superior  trans- 
portation services:  it  adds  up  to  a  competitive  edge  for 
your  company. 

To  find  out  more  about  the  cost-savings  and  services 
we  can  deliver  for  your  company,  call  1-800-520-8465 
today  for  a  copy  of  our  worldwide  resources  brochure. 


THE  CF  COMPANIES 

"B         «W  *H         iU"nJ^ 

CF MotorFreight,  Emery  Worldwide,  Con-Way  Transportation  Services,  Menlo  Logistics 


COnSOLIDRTED  FREIGHTWAYS,  IIIC. 

WE  PUT  YOU  MILES  AHEAD 


IMIWmilMITE 
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Annualized  total  return 

Yield 

6/90 

last 

% 

to  6/95 

12 
months 

11.0% 

19.2% 

4.7% 

11.0% 

15.7% 

3.5% 

Fund/distributor 


Blended  stock  and  bond  markets  index 
Forbes  balanced  fund  composite 

Prudential  IncomeVertible-A/Prudential  9.7%  16.5% 

Putnam  Asset  Allocation-Balanced-A/Putnam  — *  15.0 

Putnam  Asset  Allocation-Conserv-A/Putnam  — *  12.7 

Putnam  Asset  Allocation-Growth-A/Putnam  — *  16.7 

Putnam  Balanced  Retirement-A/Putnam  11.1  16.4 

Putnam  Convertible  Income-Growth-A/Putnam  12.9  14.5 

George  Putnam  Fund  of  Boston-A/Putnam  10.7 

Quest  for  Value-Opportunity-A/Quest  18.1 
RPF  of  America-Convert  Secs-A/Selected  — * 

SBSF  Convertible  Securities/SBSF  11.2 
Scudder  Balanced  Fund/Scudder  — * 

Seligman  Income  Fund-A/Seligman  11.8 

Sentinel  Balanced  Fund/Sentinel  9.4 

Smith  Barney  Inc-Convertible-AVSmith  Barney  9.6 

Smith  Barney  Inc-Utilities-AVSmith  Barney  9.8 

Smith  Barney  Principal  Ret-1996VSmith  Barney       8.6 
Smith  Barney  Principal  Ret-I9981/Smith  Barney       — * 
Smith  Barney  Principal  Ret-2000VSmith  Barney       — * 

Stagecoach  Asset  Allocation-A/Stagecoach  12.3  21.2 

Stagecoach  Lifepath-2000-Retail/Stagecoach  — *  ll. 2 

Stagecoach  Lifepath-2020-Retail/Stagecoach  — *  17.3 

Stagecoach  Lifepath-2030-Retail/Stagecoach  — *  20.7 

Stagecoach  Lifepath-2040-Retail/Stagecoach  — *  22.4 

SteinRoe  Total  Return/Stein  Roe  10.1  •  12.3 

Stock  &  Bond  Fund-A/Federated  8.8  14.7 

Strong  Asset  Allocation2/Strong  9.5  13.3 

Strong  Total  Return/Strong  117  18.2 

SunAmerica  Balanced  Assets-A/SunAmerica  9.4  16  7 

TCW/DW  Balanced  Fund/Dean  Witter  — *  10  8 

TC W/DW  I  ncome  8.  Growth/Dean  Witter  — *  11.8 

20th  Century  Balanced  lnv/20th  Century  9.6  16.5 

United  Continental  Income/Waddell  10.4  13.9 

United  Retirement  Shares/Waddell  11.1  15.1 

USAA  Investment-Balanced/USAA  8  6  11.1 

Value  Line  Convertible  Fund/Value  Line  10.6  12.7 

Vanguard  Asset  Allocation/Vanguard  12.2  23.5 


4.3 

4.1 
2.8 
2.4 
1.6 

4.5 


2.6 
3.2 
2.6 
3.9 
6.3 
3.6 


Assets      Weighted     Median  Maximum     Annual 

6/30/95      average       market  sales  expenses 

($mil)          P/E            cap  charge          per 
($bil)                         $100 


17.3        $12.4 


3.7% 

$239 

20.2 

$5.0 

5.00% 

2.1 

282 

21.4 

4.5 

5.75 

3.0 

108 

21.4 

4.5 

5.75 

0.8 

250 

20.9 

4.3 

5.75 

5.1 

459 

15.8 

15.6 

5.75 

5.1 

805 

17.9 

9.3 

5.75 

1,021 
63 
84 
55 
83 
228 


17.3 
20.6 
18.9 
19.0 
18.7 
14.7 


24.3 

1.7 

8.6 

7.5 

11.1 

20.9 


771 
458 
528 
134 
54 
,395 


22.3 
16.7 

18.1 

14.5 

NA 

17.3 


12.1 
11.6 
23.0 
12.0 
NA 
24.4 


4.50 
none 
none 
none 
none 
none 


none 
5.75 
5.75 
none 
none 
none 


$1.15 

$1.34 
1.25 
1.25a 
1.58 
1.08 
1.07 


3.4 

136 

16.0 

16.6 

none 

4.0 

252 

17.6 

12.4 

none 

1.2 

643 

23.6 

13.5 

none 

3.2 

254 

17.4 

14.3 

5.75 

1.0 

111 

16.4 

16.0 

none 

5.5 

53 

NA 

NA 

none 

1.27 
1.20 
1.49 
2.06 
2.04 


0.90 
0.78 
1.08 
0.49 


Vanguard  Balanced  Index/Vanguard 

_* 

19.3 

3.4 

483 

17.1    , 

17.1 

3 

0.20 

Vanguard  Convertible  Securities/Vanguard 

10.8 

11.5 

4.5 

171 

25.0 

0.3 

none 

0.73 

Vanguard  STAR  Fund/Vanguard 

11.0 

17.7 

3.6 

4,292 

17.1 

11.3 

none 

0.39 

Vanguard/Wellesley  Income/Vanguard 

11.6 

16.7 

5.8 

6,489 

15.8 

14.2 

none 

0.34 

Vanguard/Wellington  Fund/Vanguard 

11.6 

20.1 

3.9 

10,585 

19.0 

19.1 

none 

0.35 

Victory-Balanced  Fund/Bisys 

— * 

16.8 

3.9 

174 

16.1 

13.5 

4.75 

1.03a 

Zweig  Series-Managed  Assets-A/Zweig 

— * 

8.3 

3.2 

707 

22.8 

9.5 

5.50 

1.68 

'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new  investors,     a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Smith  Barney  Shearson  funds,     formerly  Strong 
Investment.     3Annual  $10  maintenance  fee. 
Sources:  FORBES;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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Investing  for  aggressive  growth  doesn't 

have  to  mean  following  the  latest 

market  fad  or  investing  only  in  the 

most  speculative  companies. 

Stein  Roe  CAPITAL 

OPPORTUNITIES  FUND  takes  a 

more  thoughtful  approach  to  aggressive 

investing.  The  Fund  strives 

to  build  wealth  for  investors  by 

uncovering  smaller,  emerging 

companies  and  well-seasoned 

companies  that  we  believe  have  the 

ability  to  seize  market  opportunities 

and  sustain  above-average  earnings 

growth  over  long  periods  of  time. 

Companies  with  staying  power. 

We  believe  that  this  strategy  sets 

CAPITAL  OPPORTUNITIES  FUND 

apart  from  other  funds  with  similar 

investment  objectives.  It's  a  strategy  that 

can  help  turn  growth  stock  investing 

into  a  capital  opportunity  for  you. 

If  you're  looking  for  a  thoughtful 

approach  to  aggressive  growth  investing, 

from  an  aggressive  growth  fund  you 

can  live  with,  call  us  today  for  a 

FREE  INFORMATION  KIT 

on  Stein  Roe  CAPITAL 

OPPORTUNITIES  FUND. 


STEIN  ROE  CAPITAL 
OPPORTUNITIES  FUND 

Average  annual  total  returns 

(as  of  6/30/95) 

1-Year  33.42% 
5-Year  12.59% 
10-Year  12*Zo  '° 


"74     4  9  5  2 

Ask  about  our  NO-FEE  IRA! 


s  for  a  prospectus  with  more  complete  information.  Read  it  carefully  before  you  invest. 

eturn  performance  includes  changes  in  share  price  and  reinvestment  of  income  and  capital 
distributions.  Past  performance  is  no  guarantee  of  future  results.  Investment  returns  and 
Dal  may  fluctuate,  and  you  may  experience  a  gain  or  loss  when  you  sell  shares. 
I  Securities  Corporation,  Distributor.  Member  SIPC. 


FUND  SURVEY 


Global  stock  funds 


Global  funds  offer  overseas  diversification  for  investors 
unwilling  to  venture  abroad  with  both  feet.  Alongside  the 
meat-and-potatoes  of  U.S.  stocks,  these  funds  feature 
foreign  fare  from  Europe,  Latin  America  or  the  Far  East. 
Thus  their  performance  tends  to  fall  somewhere  between 
that  of  U.S.  funds  and  that  of  foreign  funds.  Those  that 


invest  in  precious  metals  or  in  a  single  industry  worldwide 
however,  march  to  their  own  drummer.  To  be  graded 
funds  must  date  baek  to  Aug.  31,  1987.  They  are  mea ; 
sured  against  an  equal  blend  of  the  Standard  &  Poor's  50< 
stock  index  and  the  Morgan  Stanley  Capital  International 
EAFE  index  of  European  and  Asian  stocks. 


Rising  markets 

Declining  markets  ■  ^3  j^0 


Ratio  scale  400 

(3/31/84=100) 

300 


200 


7/31/84  to 
8/31/87 


11/30/87  to 
12/31/89 


9/30/90  to 
6/30/95 


8/31/87  to 
11/30/87 


12/31/89  to 
9/30/90 


100 


Performance 

UP        DOWN 

—markets— 


■C  «A 


■  D  iB 


Fund/distributor 


Blended  domestic  and  foreign  stock  index 
Forbes  global  stock  fund  composite 

AIM  Global  Utilities  Fund-A/AIM 
Alliance  Global  Small  Cap-A/Alliance 
American  Capital  Global  Equity-A/Van  Kampen 
Benham  Gold  Equities  Index/Benham 
Blanchard  Global  Growth/Sheffield 
Blanchard  Precious  Metals/Sheffield 
Brinson  Global  Fund/Fund/Plan 

Calvert  World  Values-Global  Equity-A/Calvert 
Capital  World  Growth  &  Income/American  Funds 
Colonial  Global  Equity-A/Colonial 
Colonial  Global  Natural  Resources-AVColonial 
Dean  Witter  Global  Div  Growth/Dean  Witter 
Dean  Witter  Global  Utilities/Dean  Witter 
Dean  Witter  Prec  Metals  &  Mins/Dean  Witter 


Annualized  total  return 

3/84  last  5-year 

to  6/95  12 

months 


Assets 

6/30/95 

($mil) 


15.6% 
11.8% 


8.7% 


13.3% 
8.2% 

13.2% 

9.9 

5.4 

6.2 

4.8 
-1.5 
12.6 

1.3 

15.6 
12.2 

5.9 
12.2 

8.4 

0.9 


8.7% 
7.6% 


Weighted 

average 

P/E 


23.9 


Median 

market 

cap 

($bil) 


$4.8 


8.4% 

$212 

13.0 

$9.8 

5.50% 

2.2 

63 

20.9 

0.4 

4.25 

* 

133 

27.2 

4.4 

5.75 

5.0 

582 

42.0 

3.6 

none 

5.0 

86 

23.2 

4.2 

none 

7.3 

78 

39.4 

1.2 

none 

* 

366 

19.5 

5.4 

none 

Maximum      Annual 
sales        expenses 
charge  per 

$100 


$1.58 


2.52 
2.58 
0.61 
2.51 
2.49 
1.10a 


2.6 


193 

3,214 

71 

57 

1,993 

348 

65 


24.3, 

4.5 

4.75 

1.85a 

15.8 

6.2 

5.75 

0.87 

18.0 

1.4 

5.75 

1.25a 

15.5 

6.1 

5.75 

1.66 

21.5 

6.2 

5.00b 

1.97 

5.8 

8.5 

5.00 

2.19 

39.0 

1.2 

5.00b 

2.27 

.  . 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new 
investors,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not 
available.     'Reflects  performance  of  Colonial  Advanced  Strategies  Gold  prior  to  6/92  merger. 
Sources:  Forbes;  Upper  Analytical  Services;  Mommgstar,  Inc. 
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Performance 

UP        DOWN 

—markets— 


Fund/distributor 


Blended  domestic  and  foreign  stock  index 
Forbes  global  stock  fund  composite 

Dean  Witter  World  Wide  Investment/Dean  Witter 
Dreyfus  Global  Growth  LP/Dreyfus 
Evergreen  Global  Real  Estate  Equity-A/Lieber 
Fidelity  Advisor  Global  Resources-A/Fidelity  Adv 
Fidelity  Capital  Appreciation/Fidelity 

Fidelity  Global  Balanced/Fidelity 
Fidelity  Select-American  Gold/Fidelity 
Fidelity  Worldwide  Fund/Fidelity 
First  Investors  Global  Fund-A/First  Inv 
Fortis  Global  Growth-A/Fortis 

Founders  Worldwide  Growth/Founders 

Fremont  Global  Fund/Fremont 

Gabelli  Global  Telecommunications/Gabelli 

Global  Utility  Fund-A/Prudential 

GT  Global  Growth  &  Income-A/GT  Global 

GT  Global  Health  Care-A/GT  Global 
GT  Global  Infrastructure-A/GT  Global 
GT  Global  Telecommunications-A/GT  Global 
GT  Global  Worldwide  Growth-A/GT  Global 
Hancock  Global  Fund-A/Hancock 

IDEX  II  Global-A/lnterSecunties 

IDS  Global  Growth-A/Amer  Express 

Invesco  Strategic-Gold/lnvesco 

Janus  Worldwide  Fund/Janus 

Keystone  Fund  of  the  Americas-A/Keystone 

Keystone  Global  Opportunities-A/Keystone 
Lexington  Global  Fund/Lexington 
Lexington  Goldfund/Lexington 
Lexington  Strategic  Silver/Lexington 
Lord  Abbett  Global-Equity/Lord  Abbett 

Merrill  Lynch  Global  Allocation-D/Merrill 
Merrill  Lynch  Global  Convertible-D/Merrill 
Merrill  Lynch  Global  Holdings-D/Merrill 
Merrill  Lynch  Global  Utility-D/Merrill 
Merrill  Lynch  Healthcare-D2/Merrill 

Merrill  Lynch  Technology-D2/Merrill 
MFS  World  Equity-A/MFS 
MFS  World  Growth-A/MFS 
MFS  World  Total  Return-A/MFS 
MH/KP  Global  Equity-A3/PameWebber 


-Annualized  total  return- 


3/84 
to  6/95 


15.6% 
11.8% 

10.6% 


11.0 


4.1 


15.0 


last 

12 

months 

13.3% 
8.2% 

-4.5% 
4.8 
-6.2 
15.8 
17.2 


13.7 

1.7 

-4.7 

14.4 

9.1 


5.9 
4.4 
10.4 
21.2 


5-year 


8.7% 


Assets 
6/30/95 

($mil) 


Weighted 

average 

P/E 


Median 

market 

cap 

($bil) 


Maximum 
sales 
charge 


7.6% 

23.9 

$4.8 

5.0% 

$523 

25.6 

$2.4 

5.00b% 

6.6 

119 

27.7 

5.8 

3.00 

4.9 

75 

14.7 

0.2 

4.75 

13.1 

237 

14.1 

6.0 

4.75 

10.6 

1,668 

22.5 

1.4 

3.00 

_* 

83 

23.8 

13.3 

5.50 

6.7 

682 

20.2 

1.9 

5.00 

2.0 

212 

34.8 

0.5 

none 

— * 

1,634 

21.6 

17.5 

none 

— * 

140 

14.3 

3.9 

5.75 

18.0 

16.7 

334 

30.4 

0.8 

5.75 

1.0 

5.6 

62 

27.3 

3.1 

none 

-1.2 

3.4 

154 

38.5 

1.2 

none 

2.0 

-2.4 

66 

11.0 

0.8 

5.75 

0.3 

5.1 

81 

22.3 

6.3 

5.75 

13.1 

8,086 

18.7 

5.6 

5.25 

8.1 

161 

19.1 

11.1 

5.25 

6.8 

373 

27.7 

9.2 

5.25 

* 

466 

11.1 

6.6 

4.00 

5.8 

167 

15.3 

5.1 

5.25 

'Sales  charge  waived  through  5/96.    20nginally  part  of  Sci/Tech  Holdings.     3Formerly  Kidder  Global  Equity. 


Annual 

expenses 

per 

$100 


$1.58 

$2.41 
1.40 
1.71 
1.92a 
1.07a 


1.2 

* 

153 

26.2 

3.2 

none 

1.35a 

4.0 

7.2 

360 

42.3 

1.4 

3.00 

1.41 

6.4 

8.1 

703 

20.4 

1.3 

none 

1.17 

9.2 

3.3 

219 

23.1 

10.6 

6.25 

1.84 

24.0 

* 

62 

37.5 

3.8 

4.75 

1.70 

17.2 

13.9 

152 

22.7 

3.2 

none 

1.65 

11.5 

— * 

455 

23.5 

10.6 

none 

0.89 

8.0 

* 

126 

22.5 

10.3 

4.501 

1.80 

11.0 

12.4 

354 

11.3 

16.9 

5.00 

1.26 

7.5 

* 

652 

16.3 

9.0 

4.75 

1.67a 

19.2 

8.8 

442 

17.9 

7.1 

4.75 

1.98a 

7.6 

— * 

92 

21.3 

7.7 

4.75 

2.40 

5.6 

— * 

2.541 

27.1 

10.7 

4.75 

1.80a 

0.4 

5.0 

204 

25.8 

5.3 

4.75 

1.81a 

6.4 

5.9 

119 

26.3 

7.9 

5.00 

2.01 

1.40 
1.30 
1.20 
2.07 

1.81 
1.61 
1.54 
1.69 

1.56 

1.14 
1.45a 
2.23 
1.08 

2.44 


6.3 

20.0 

990 

22.0 

6.4 

5.25 

1.80 

10.1 

6.7 

203 

20.8 

4.1 

5.75 

1.52 

8.6 

— * 

388 

32.5 

3.6 

5.75 

1.58a 

11.9 

— * 

173 

20.2 

9.3 

4.75 

1.79 

9.2 

* 

147 

21.2 

9.1 

5.75 

1.55 
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FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


■  C 

■  B 


214 


Fund/distributor 


Blended  domestic  and  foreign  stock  index 
Forbes  global  stock  fund  composite 


Montgomery  Global  Communications/Montgomery  — * 

Morgan  Stanley  Global  Eq  Alloc-A/Morgan  Stanley  — * 

New  Perspective  Fund/American  Funds  15.1% 

Nicholas-Applegate  Worldwide  Gro-A/Prudential  — * 
North  American  Global  Growth-A/Wood  Logan 

Oppenheimer  Global  EmergGro-AVOppenheimer  — * 

Oppenheimer  Global  Fund-A/Oppenheimer  14.3 

Oppenheimer  Global  Growth  &  Inc-A/Oppenheimer  — * 

Oppenheimer  Gold  &  Spec  Mins/Oppenhermer  7.5 

PaineWebber  Atlas  Global  Growth-A/PaineWebber  — * 

PaineWebber  Global  Growth  &  Inc-A/PameWebber  — * 
Phoenix  Worldwide  Opportunities-A/Pboenix 
Pimco  Advisors-Precious  Metals-A2/Pimco 
Premier  Global  Investing-A/Dreyfus 
Princor  World  Fund-A/Pnncor 


Prudential  Global  Fund-A/Prudential 
Prudential  Global  Genesis-A/Prudential 
Prudential  Global  Nat  Resources-A/Prudential 
Putnam  Global  Growth-A/Putnam 
Quest  for  Value  Global  Equity-A/Quest 


Annualized  total  return — 

3/84           last          5-year 
to  6/95          12 
months 

15.6% 
11.8% 

13.3%        8.7% 
8.2%         7.6% 

Assets 

6/30/95 

($mil) 


Weighted 

average 

P/E 


Median 

market 

cap 

($bil) 


Maximum 
sales 
charge 


9.1% 

6.7 
19.8 

6.7 
-3.7 


7.6% 

23.9 

$4.8 

* 

$210 

27.4 

$9.9 

none 

— * 

83 

24.9 

11.8 

4.75% 

11.7% 

8,142 

21.1 

111 

5.75 

* 

92 

23.6 

1.6 

5.25 

* 

131 

24.5 

5.2 

4.75 

14.7 


4.6 
6.5 
-4.1 
5.6 
3.8 

9.4 
3.5 

12.2 
6.3 

12.7 

24.4 
8.9 
5.4 
7.5 

22.8 


4.5 

74 

25.0 

1.4 

4.50 

* 

129 

29.0 

3.5 

4.75 

6.1 

52 

38.8 

1.0 

5.50 

* 

146 

28.5 

5.5 

4.50 

8.0 

123 

16.2 

1.4 

4.75 

8.3 
8.7 
7.2 
7.0 


470 
200 
101 
2,508 
175 


25.6 
24.4 
28.9 
26.4 
23.8 


14.5 


14.7 

12.3 
13.7 


14.1 

1.2 

111 

14.5 
1.0 


4.8 
0.7 
1.3 
5.1 
8.4 


5.00 
5.00 
5.00 
5.75 
5.50 


* 

67 

13.4 

2.9 

4.75 

8.7 

1,170 

24.1 

9.3 

none 

— * 

231 

29.4 

0.7 

none 

6.3 

127 

37.3 

1.0 

none 

— * 

119 

27.2 

0.4 

4.75 

Annual 

expenses 

per 

$100 


$1.58 

$1.90a 
1.70a 
0.84 
1.85a 
1.75a 


-6.6 

4.0 

137 

28.7 

0.3 

5.75 

1.41 

9.7 

7.5 

2,354 

24.3 

7.0 

5.75 

1.17 

7.9 

— * 

144 

23.7 

7.0 

5.75 

1.65 

2.0 

3.9 

173 

35.6 

1.2 

5.75 

1.28 

-0.9 

0.9 

283 

23.5 

2.1 

4.50 

1.50 

1.92 
1.79 
1.35 
1.38 
1.76 

1.59 

1.25a 

1.63 

1.36 

1.87 

1.24 
1.37 
1.75 
1.68 
1.82 


64.5 

* 

218 

27.7 

1.5 

4.75 

1.91 

15.7 

12.8 

4,046 

23.3 

0.6 

5.75 

1.12 

9.7 

11.4 

2,188 

23.0 

1.0 

3.75 

1.26 

11.7 

— * 

61 

16.6 

5.7 

** 

1.00a 

13.5 

12.9 

520 

16.9 

2.9 

5.75 

1.45 

RPF  of  America-Financial  Value-A3/Selected 

Scudder  Global  Fund/Scudder 

Scudder  Global  Small  Company/Scudder 

Scudder  Gold  Fund/Scudder 

Seligman  Henderson  Glob  Sm  Cos-A/Seligman 

Seligman  Henderson  Global  Tech-A/Seligman 
Smallcap  World  Fund/American  Funds 
SoGen  International  Fund/SoGen 
Templeton  Capital  Accumulator/Templeton 
Templeton  Global  Oppors-l/lempleton 

Templeton  Growth  Fund-I/Templeton 
Templeton  Real  Estate  Secs-I/Templeton 
Templeton  Smaller  Cos  Growth-l/lempleton 
Templeton  World  Fund-I/Templeton 
Tweedy,  Browne  Global  Value/lweedy 

United  Services-World  Gold/United 
USAA  Investment-Cornerstone/USAA 
USAA  Investment-World  Growth/USAA 
Van  Eck  Gold/Resources/Van  Eck 
Vanguard  Special-Gold  &  Precious/Vanguard 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     "Available  only 
through  monthly  contractual  plan.     tClosed  to  new  investors.     §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a:  Net  of 
absorption  of  expenses  by  fund  sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly 
Oppenheimer  Global  Bio-Tech,     formerly  Thomson  Precious  Metals.     3Formerly  RPF  of  America-Global  Value.     "$10  account  closing  fee. 
Sources:  Forbes;  Upper  Analytical  Services;  Mornmgstar,  Inc. 


12.4 

6,579 

15.5 

6.7 

5.75 

8.8 

130 

14.5 

1.4 

5.75 

10.6 

1,378 

16.3 

0.6 

5.75 

11.7 

5,649 

15.2 

6.9 

5.75 

— * 

748 

20.2 

1.3 

none 

1.10 
1.58 
1.36 
1.04 
1.65 


1.4 

8.0 

188 

42.1  ' 

0.7 

4 

1.59 

9.2 

9.2 

879 

23.4 

2.1 

none 

1.11 

7.9 

* 

205 

23.1 

7.0 

none 

1.24 

-4.4 

5.4 

183 

37.8 

1.4 

5.75 

1.64 

4.0 

6.6 

601 

34.5 

1.2 

none§ 

0.25 
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Nobody  Wanted  To  Believe  It  Then, 

"A  sure  path  to  mediocrity...  Un-American... 
A  formula  for  a  solid,  consistent  long-term  loser" 

Maybe  They  Will  Believe  It  Now, 


Fact:  Over  The  Last 
10  Years  The  S&P  500 
Index  Outperformed 
79%  Of  All  Actively 
Managed  Stock  Funds 

When  Vanguard  introduced 
the  first  index  fund  for 
individual  investors  nearly 
20  years  ago,  it  was  greeted 
with  much  skepticism.  But, 
historical  performance  has 
proven  the  critics  wrong. 

Of  the  383  general  equity 
funds  which  have  10-year 
performance  records,  the  S&P  500 
Index  surpassed  304.  (Source:  Lipper 
Analytical  Services.) 

Of  course,  many  investors  still  believe 
they  can  identify  in  advance  the  few 
actively  managed  funds  that  will  surpass 
the  Indexes.  In  this  complimentary 
booklet  'Ten  Reasons  To  Index,"  you'll 
get  the  facts  that  illustrate  all  the  benefits 
of  indexing,  including  simplicity,  broad 
diversification,  performance  consistency 
and  predictability,  and  much  more. 


Match  Market 
Performance  With 
Simplicity  And 
Predictability 

Index  funds  are  a  simple 
and  efficient  means  of 
investing  in  a  broadly 
diversified  cross-section 
of  stocks  or  bonds  chosen 
to  closely  mirror  the 
performance  of  a  market 
index.  Broad  diversification 
lessens  the  risk  that  a 
dramatic  decline  in  any 

one  security  or  industry  sector  might 

have  on  a  fund's  share  price. 

While  no  one  can  predict  with  any 
certainty  the  direction  of  a  market,  index 
funds  provide  predictability  of  returns 
relative  to  their  targeted  market  sector. 

Today,  Vanguard  offers  index  funds 
to  mirror  most  major  market  sectors  - 
U.S.  stocks,  U.S.  bonds,  and  international 
stocks,  each  with  no  sales  charge  and 
low  costs  -  critical  to  the  success  of 
any  index  approach. 


Call  1-800-523-7774 

For  Your  Free  Copy  Of  "Ten  Reasons  To  Index" 
And  A  Complete  Indexing  Information  Kit. 

Minimum  investment  is  $3,000  per  Portfolio;  $500  for  IRAs.  The  Kit  includes  a  prospectus  with  more  complete  information  on 

the  transaction  fee,  distribution  charges  and  other  expenses.  Please  read  it  carefully  before  you  invest  or  send  money. 

"Standard  &  Poor's,"  "S&R"  "S&P  500,"  "Standard  &  Poor's  500"  and  "500"  are  registered  trademarks  of  McGraw-Hill,  Inc.  and 

have  been  licensed  for  use  by  the  Vanguard  Group.  ©  Vanguard  Marketing  Corp.,  Distributor. 
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ROUP 

OF  INVESTMENT  COMPANIES, 


FUND  SURVEY 


Foreign  stock  funds 


After  a  scenic  1993,  the  performance  of  foreign  funds 
turned  ugly  last  year.  Over  the  12  months  through  June, 
the  typical  international  portfolio  returned  just  0.8%, 
versus  19.5%  for  the  prior  12-month  period.  Seven  funds 
below  lost  20%  or  more,  largely  on  account  ofinstability  in 
Latin  America  and  the  slump  in  Japan.  Some  foreign  funds 


tour  the  whole  world,  others  a  region  like  Latin  America, 
others  only  one  country.  We  measure  most  foreign  funds 
against  the  Morgan  Stanley  Capital  International  eafe 
index  over  up-and-down  cycles  dating  back  at  least  to  Aug 
31,  1987.  Emerging  markets  funds  are  graded  against  the 
same  outfit's  Emerging  Markets  index. 


Rising  markets 

7/31/84  to 
8/31/87 

10/31/87  to 
12/31/89 

10/31/92  to 
6/30/95 

Declining  markets  :  3j,lyH° 

8/31/87  to 
10/31/87 

12/31/89  to 
10/31/92 

500 

Ratio  scale  400 

(3/31/84=100) 

300 


200 


100 


Morgan  Stanley's  Europe,  Australia  and  Far  East 
stock  index,  scaled  so  that  Mar.  31,  1984  is  100, 
determines  the  market  cycles  against  which  foreign 
equity  funds  are  measured.  This  dollar-denominated 
index  reflects  both  stock  prices  and  currency  values. 


50 


-18%         +301% 


-16%     +44% 


Performance 

UP        DOWN 

—markets— 


216 


Fund/distributor 


Morgan  Stanley  Capital  Intl  EAFE  index 
Forbes  foreign  stock  fund  composite 

Acorn  International  Fund/Acorn 
AIM  International-Equity-A/AIM 
Alliance  International  Fund-A/Alliance 
Alliance  New  Europe-A/Alliance 
Alliance  Worldwide  Privatization/Alliance 

Babson-Stewart  Ivory  Intl/Jones  &  Babson 
Bartlett  Value  International/Bartlett 
Bernstein  International  Value/Bernstein 
Wm  Blair-lnternational  Growth/Wm  Blair 
Blairlogie  Emerging  Markets VPimco  Advisors 

Brinson  Non-US  Equity/Fund/Plan 
Colonial  Intl  Fund  for  Growth-A/Colonial 
Colonial  Newport  Tiger-A2/Colonial 
Columbia  International  Stock/Columbia 
Dean  Witter  European  Growth/Dean  Witter 


Annualized  total  return 

Assets 

Weighted 

Median 

Maximum 

Annual 

3/84           last          5-year 

6/30/95 

average 

market 

sales 

expenses 

to  6/95          12 

($mil) 

P/E 

cap 

charge 

per 

months 

($bil) 

$100 

15.1% 
7.8% 


12.5% 


1.7% 
0.8% 

1.1% 
7.9 
0.6 
20.2 
4.4 

2.5 

4.9 

-4.9 

-4.7 

-10.5 

-0.1 
-8.3 
13.5 
-9.2 
23.5 


4.7% 
5.3% 


25.5 


$5.1 


* 

$1,277 

22.8 

$0.7 

t 

— * 

645 

27.2 

3.9 

5.50% 

2.2% 

234 

31.9 

9.5 

4.25 

6.2 

121 

18.4 

6.9 

4.25 

* 

93 

21.6 

3.9 

4.25 

6.7 
6.3 


65 
65 
1,709 
79 
81 


28.1 
17.3 
24.8 
25.2 
29.2 


2.3 
4.0 
3.7 
1.9 
2.8 


none 
none 
none 
none 

none 


_* 

148 

26.8 

10.8 

none 

* 

128 

NA 

NA 

5.75 

16.0 

607 

22.2 

7.3 

5.75 

— * 

99 

33.3 

8.3 

none 

9.8 

802 

18.4 

3.7 

5.00b 

$1.24 
1.64 
77 

04 
30 

57 

83 
34 
50 
35 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new 
investors,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not 
available.     'Formerly  Pfamco  Emerging  Markets.     2Formerly  Newport  Tiger. 
Sources:  FORBES;  Upper  Analytical  Services;  Mormngstar,  Inc. 


Rules,  page  176.  Distributor  table,  page  260. 


Forbes  ■  August  28,  199! 


orbiM 


J. 


Performance 
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Fund/distributor 


Morgan  Stanley  Capital  Intl  EAFE  index 
Forbes  foreign  stock  fund  composite 

Dean  Witter  Pacific  Growth/Dean  Witter 
Delaware  Group  Intl  Equity-A/Delaware 
Dreyfus  International  Equity/Dreyfus 

EV  Traditional  Greater  China  Growth/Eaton  Vance 
EV  Traditional  Greater  India/Eaton  Vance 
EuroPacific  Growth  Fund/American  Funds 

Fidelity  Advisor  Overseas-A/Fidelity  Adv 
Fidelity  Canada  Fund/Fidelity 
Fidelity  Diversified  Intl/Fidelity 
Fidelity  Emerging  Markets/Fidelity 
Fidelity  Europe  Capital  Appreciation/Fidelity 
Fidelity  Europe  Fund/Fidelity 

Fidelity  Intl  Growth  &  Income/Fidelity 

Fidelity  Japan/Fidelity 

Fidelity  Latin  America/Fidelity 

Fidelity  Overseas  Fund/Fidelity 

Fidelity  Pacific  Basin/Fidelity 

Fidelity  Select-Prec  Metals  &  Mins/Fidelity 

Fidelity  Southeast  Asia/Fidelity 

Fifty  Nine  Wall  Street-European/Signature 

Fifty  Nine  Wall  Street-Pacific  Basin/Signature 

Franklin  Gold  Fund-I/Franklin 

Franklin  International  Equity/Franklin 

Franklin  Pacific  Growth/Franklin 

Galaxy  International  Equity-Retail/Galaxy 
GAM  International  Fund/GAM 
Goldman  Sachs  Intl  Equity/Goldman 
Govett  Emerging  Markets-A/Van  Kampen 
GT  Global  Emerging  Markets-A/GT  Global 
GT  Global  Europe  Growth-A/GT  Global 

GT  Global  International  Growth-A/GT  Global 
GT  Global  Japan  Growth-A/GT  Global 
GT  Global  New  Pacific  Growth-A/GT  Global 
GT  Latin  America  Growth-A/GT  Global 
Hancock  Pacific  Basin  Equities-A/Hancock 
Harbor  International  Fund/HCA 

Harbor  International  Growth/HCA 
Hotchkis  &  Wiley-lnternational/Hotchkis 
IAI  International  Fund/IAI 
IDS  International  Fund-A/Amer  Express 
IDS  Precious  Metals-A/Amer  Express 
International  Equity-A/Federated 

'Assets  as  of  2/28/95.    2Assets  as  of  12/31/94. 


Annualized  total  return 

Assets 

Weighted 

Median 

Maximum 

Annual 

3/84 

last 

5-year 

6/30/95 

average 

market 

sales 

expenses 

to  6/95 

12 
months 

(Smil) 

P/E 

cap 
($bil) 

charge 

per 
$100 

15.1% 

1.7% 

4.7% 

7.8% 

0.8% 

5.3% 

25.5 

$5.1 

$1.52 

4.2% 
2.8 


4.6 


12.0 


9.5 


1.7% 

2.9 
-6.6 

6.0 
-19.6 


1.8 
7.5 
5.5 

-1.0 
9.8 

18.1 

2.2 
-19.5 
-23.7 

2.2 
-11.8 

2.2 

11.4 
15.0 
-7.0 
2.9 
7.7 
-2.4 

0.8 
19.2 

6.3 
-4.9 
-0.1 

4.4 

-9.0 

-20.4 

2.1 

-15.0 

-3.7 

15.1 

14.0 
11.1 

0.0 
-1.3 
15.2 

0.5 


— * 

S1.462 

23.9 

$4.0 

5.00b% 

— * 

60 

18.5 

6.2 

5.75 

— * 

128 

28.7 

4.7 

none 

1C 

6081 

20.8 

6.4 

4.75 

— * 

572 

NA 

NA 

4.75 

10.1% 

9.484 

21.4 

6.7 

5.75 

5.9 
6.2 


5.6 


5.1 


0.9 

-6.9 

4.1 

7.2 

10.7 


707 
389 
279 
1.359 
238 
475 


743 
109 
105 
393 
51 
52 


383 
101 
526 
382 
51 
3,142 


27.8 

21.6 
25.7 
27.1 
19.3 
17.8 


24.4 
17.9 
28.6 
40.2 
12.6 
23.6 


29.5 
34.3 
22.9 
19.1 
28.1 
18.6 


6.2 
2  0 
7.1 
1.9 
2.5 
3.0 


6.2 
4.2 
7.9 
3.9 
3.1 
6.7 


3.9 
3.4 
6.5 
1.7 
6.2 
9.3 


4.75 
3.00 
none 
3.00 
3.00 
3.00 


5.8 

919 

28.9 

9.3 

none 

— * 

285 

38.9 

1.8 

3.00 

— * 

550 

17.0 

3.3 

3.00 

4.2 

2,352 

27.1 

6.2 

none 

3.4 

357 

35.2 

2.2 

3.00 

8.6 

370 

33.8 

1.1 

3.00 

3.00 
none 
none 
4.50 
4.50 
4.50 


* 

106 

27.4 

9.9 

none 

15.3 

287 

21.1 

3.4 

5.00 

— * 

263 

25.5 

2.0 

5.50 

— * 

74 

23.8 

3.9 

4.95 

* 

538 

31.2 

3.3 

4.75 

-1.4 

620 

19.0 

5.1 

4.75 

4.75 
4.75 
4.75 
4.75 
5.00 


* 

90 

16.2 

9.3 

none 

— * 

51 

15.0 

4.8 

none 

6.9 

140 

23.7 

7.3 

none 

3.7 

1,062 

28.3 

7.0 

5.00 

8.7 

74 

39.7 

1.2 

5.00 

3.2 

227 

26.7 

7.0 

5.50 

$2.41 
1.82 
2.03 
2.12 
IM 
0.97 

1.94 
1.15 
1.10 
1.41 
1.36 
1.16 

1.17 
1.17 
1.41 
1.08 
1.36 
1.46 

1.15 

1.34 

1.25 

0.99 

1.22a 

1.22a 

1.95a 

1.60 

1.73a 

2.50a 

2.06 

1.73a 

1.70a 

1.91a 

1.81a 

2.04 

239 

1.10a 

1.28a 

1.00a 

1.72 

1.35 

1.54 

1.57 
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FOREIGN  STOCK  tONOS 


FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


Fund/distributor 


Morgan  Stanley  Capital  Intl  EAFE  index 
Forbes  foreign  stock  fund  composite 


Annualized  total  return 

3/84  last  5-year 

to  6/95  12 

months 


Assets 

6/30/95 

($mil) 


15.1% 
7.8% 


■  B 

C 

■  6 


Invesco  Intl-European/lnvesco 

— * 

Invesco  Intl-lnternational  Growth/lnvesco 

— * 

Invesco  Intl-Pacific  Basin/lnvesco 

6.0% 

Ivy  International  Fund-A/Mackenzie 

— * 

Janus  Overseas  Fund/Janus 

* 

Japan  Fund/Scudder 

9.3 

1.7% 
0.8% 

12.2% 
-1.4 
-8.2 
11.9 
10.1 
-27.3 


4.7% 
5.3% 


Weighted 

average 

P/E 


25.5 


Median 

market 

cap 

($bil) 


$5.1 


Maximum 
sales 
charge 


4.3% 

$236 

19.0 

$8.2 

none 

1.0 

77 

26.0 

8.6 

none 

1.7 

186 

40.1 

5.7 

none 

9.5 

381 

20.3 

9.4 

5.75% 

— * 

78 

20.5 

10.3 

none 

-4.0 

487 

43.0 

4.2 

none 

C  B 

D  C 

D  C 


: 


iB  bA 


Kemper  International  Fund-A/Kemper 
Keystone  International  Fund/Keystone 
Keystone  Precious  Metals/Keystone 
Lazard  Funds-lntl  Equity/Lazard  Freres 
Lazard  Funds-lntl  Small  Cap/Lazard  Freres 
Lexington  Strategic  Investments/Lexington 

Lexington  Worldwide  Emerging  Mkts/Lexington 

Loomis  Sayles  International  Equity/Loomis 

MAS-lnternational  Equity/MAS 

Merrill  Lynch  Devel  Cap  Markets-D/Mernll 

Merrill  Lynch  Dragon-D ■'Merrill 

Merrill  Lynch  EuroFund-D/Merrill 

Merrill  Lynch  International  Equity-D/Mernll 
Merrill  Lynch  Latin  America-D/Mernll 
Merrill  Lynch  Pacific-D/Merri!l 
Montgomery  Emerging  Markets/Montgomery 
Morgan  Stanley  Asian  Growth-A/Morgan  Stanley 
New  England  Intl  Equity-A/New  England 

Nomura  Pacific  Basin/Nomura 

Northern  Funds-lntl  Growth  Equity/Sunstone 

Northern  Funds-lntl  Select  Equity/Sunstone 

Oakmark  International  Fund/Harris 

Old  Westbury-lnternational  Fund/Signature 

PaineWebber  Europe  Growth-A/PaineWebber 


12.1 
9.6 
3.2 


-8.3 


10.6 


10.0 


7.0 


-3.2 
10.1 
-3.7 
-1.8 
5.9 
13.2 

-4.7 
-25.1 

-8.5 
1.4 
9.4 
0.1 

-8.6 
-3.9 
0.1 
2.8 
2.7 
7.7 


7.9 


1.235 
727 

1,474 
999 
318 
254 


24.5 
NA 
26.7 
27.1 
23.2 
33.6 


7.2 
NA 
6.7 
3.3 
7.0 
9.4 


5.25 
5.25 
5.25 
none 
4.75 
5.75 


Annual 

expenses 

per 

$100 


$1.52 

$1.40 
1.50a 
1.42 
1.58 
1.88 
1.08 


2.9 

4.3 

355 

24.4 

7.3 

5.75 

1.65 

1.7 

4.9 

127 

23.7 

9.5 

4.00b 

2.63 

-3.3 

7.9 

197 

38.2 

0.8 

4.00b 

2.33 

1.5 

— * 

1,050 

20.5 

5.4 

none 

0.94 

-3.3 

— * 

98 

14.9 

0.4 

none 

1.05a 

2.5 

0.3 

96 

29.6 

3.0 

5.75 

1.48 

8.3 

315 

19.5 

1.5 

none 

— * 

82 

15.7 

1.4 

none 

5.3 

1,091 

26.7 

10.2 

none 

8.3 

553 

26.2 

1.5 

5.25 

— * 

1,245 

19.9 

25 

5.25 

8.0 

1,085 

20.5 

8.7 

5.25 

4.5 

78 

32.4 

6.0 

none 

* 

143 

33.5 

7.9 

none 

— * 

80 

25.0 

3.3 

none 

— * 

914 

17.5 

1.2 

none 

— * 

100 

16.3 

4.3 

4.50 

-0.1 

95 

24.7 

3.7 

4.50 

1.65 
1.46 
0.65 
1.71 
1.63 
1.36 

1.31 

1.73 

1.16 

1.79 

1.90a 

1.75a 

1.38 

1.25a 

1.25a 

1.42 

1.50a 

1.65 


Phoenix  Multi-lnternational-A/Pboenix 

* 

1.9 

4.2 

144 

41.8 

6.0 

4.75 

1.62 

Pierpont  Emerging  Markets  Equity/JP  Morgan 

— * 

-5.0 

— * 

58 

20.0 

1.9 

none 

1.84a 

Pierpont  International  Equity/JP  Morgan 

— * 

-4.6 

— * 

185 

32.6 

7.9 

none 

1.38 

■  D           iB 

Pimco  Advisors-lnternational-A/Pimco  Advisors 

— * 

-4.7 

3.9 

237 

27.5 

6.4 

5.50 

1.40 

Pioneer  Europe  Fund-A/Pioneer 

— * 

22.0 

— * 

80 

20.8 

2.4 

5.75 

1.75a 

Pioneer  International  Growth-A/Pioneer 

— * 

1.7 
-4.2 

— * 

320 

28.3 

8.0 

5.75 

1.95 
1.80a 

Piper  Global-Pacific-Euro  Growth/Piper 

* 

5.9 

163 

331 

8.7 

4.00 

Preferred  International  Fund/Caterpillar 

— * 

6.7 

* 

118 

17.2 

3.3 

none 

1.31 

T  Rowe  Price  European  Stock/Price 

* 

17.9 

6.0 

453 

20.2 

7.8 

none 

1.24 

T  Rowe  Price  International  Discovery/Price 

— * 

-108 

0.8 

363 

23.6 

0.5 

none§ 

1.50 

B             B 

T  Rowe  Price  International  Stock/Price 

14.7 

4.5 

6.9 

6,145 

25.7 

7.4 

none 

0.93 

p 

T  Rowe  Price  Japan/Price 

— * 

-20.1 

— * 

134 

38.4 

4.7 

none 

1.50a 
sed  to  nev 

■  Fund  rated  for  two  periods  only;  maximum  allowaole  grade  A. 

'Fund  not  in 

operation  or  did  not  meet  asset  minimum  for  full  period.     tCIo 

investors.     §Distnbutor  may  impose  redemption  fee  whose  proc< 

:eds  revert  to 

the  fund. 

a:  Netofabsorp 

ion  of  expenses  by  fu 

id  sponsor,     t 

:  Include: 

back-end  load  that  reverts  to  distributor.     NA-.  Not  applicable  c 

r  not  availab 

e. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar 

,  Inc. 

Rules,  page  176.  Distributor  table,  page  260. 
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Why  Success  Is  More 
About  Persistence  IUan  Genius. 

John  Holland,  a  New  Jersey  teacher,  had  an  unusual  passion.  He  spent  every  spare  hour 
sketching  long,  narrow  underwater  boats.  And  in  1875,  he  offered  his  designs  to  the  U.S.  Navy. 
They  turned  him  down,  believing  an  amateur  inventor  couldn't  possibly  produce  anything  of 
value.  Holland  refused  to  ^ _     i  Tl      .  »-w    give  up.  He  built  his  own  proto- 

type.  Launched  it  into  the      **  *-*"*'*"         ~" ^JT^T  ^*»^L  Passaic  River.  And  watched 

it  drop  like  a  rock  to  the  bottom,   y'  Sfch^^flr    ^t'"  undeterred,  he  continued  to 

redesign,  until  a  new  model  could  be  *  |P*     submerged  to  12  feet.  Again, 

Holland  offered  it  to  the  Navy.  And  again,  they  refused  him.  So  he  created  additional  devices  for 
diving,  surfacing,  and  navigating,  and  built  a  revolutionary  battery-powered  engine.  In  1897,  he 
piloted  his  boat  for  more  than  an  hour  at  60  feet.  Finally,  a  success  even  the  government  couldn't 
ignore.  On  October  2,  1900,  the  Navy  bought  their  first  submarine — the  Holland  VI. 

Great  ideas,  pursued  with  tenacity,  can  change  the  world.  Remember  this  the  next  time  you 
review  your  company's  transportation  strategy.  Because  today,  getting  your  product  to  market  can 
cost  35%  of  your  gross  sales — a  huge  portion  of  your  business  to  leave  unexamined. 

Undoubtedly,  this  explains  the  enormous  growth  in  intermodal  traffic.  Companies  are 
demanding  more  efficient  use  of  their  transportation  dollars.  As  well  as  intelligent  management 
of  fuel,  labor,  and  equipment  costs.  We're  the  only  transportation  company  in  the  country  with 
truck,  rail,  and  terminal  operations  spanning  North  America.  With  innovative  solutions,  we're 
helping  companies  like  yours  improve  operations  and  increase  profits. 

If  you'd  like  to  learn  more,  we  encourage  you  to  call  us  at  1-800-279-6779.  Because  as 
business  grows  more  competitive  every  day,  it's  your  company's  transportation  strategy  that 
could  determine  whether  you  sink  or  swim. 


INTERMODAL 

©1995  CSX  Intermodal   Part  of  the  CSX  global  transportation  network 
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FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


Fund/distributor 


Annualized  total  return Assets  Weighted  Median 

3/84           last          5-year  6/30/95  average  market 

to  6/95          12                           ($mil)          P/E  cap 

months  ($bil) 


Maximum      Annual 
sales        expenses 
charge  per 

$100 


■  D 


Morgan  Stanley  Capital  Intl  EAFE  index  15.1% 

Forbes  foreign  stock  fund  composite  7.8% 

T  Rowe  Price  Latin  America/Price 
T  Rowe  Price  New  Asia/Price 
Prudential  Pacific  Growth-A/Prudential 
Putnam  Asia  Pacific  Growth-A/Putnam 
Putnam  Europe  Growth-A/Putnam 
Putnam  Overseas  Growth-A/Putnam 

Schroder  Capital-lntl  Equity/Schroder 

Scudder  International  Fund/Scudder  13.8% 

Scudder  Latin  America/Scudder 

Scudder  Pacific  Opportunities/Scudder 

Seligman  Henderson  International-A/Seligman 

Seven  Seas  Emerging  Markets/Russell 

Sierra-International  Growth-A/Gt  Western 

SIT  International  Growth/SIT 

Smith  Barney  Prec  Metals  &  Mins-AVSmith  Barney     — * 

Smith  Barney  World-lntl  Equity-A/Smith  Barney 

SoGen  Overseas  Fund/SoGen 

SteinRoe  International  Fund/Stein  Roe 

Strong  Asia  Pacific/Strong 

Strong  International  Stock/Strong 

Target  International  Equity/Prudential 

TCW/DW  Latin  American  Growth/Dean  Witter 

Templeton  Developing  Mkts-I/Templeton 

Templeton  Foreign  Fund-I/Templeton  15.7 

20th  Century  Intl  Emerging  Growth/20th  Century 

20th  Century  Intl  Equity/20th  Century  — * 

United  International  Growth/Waddell  12.9 

United  Services-Gold  Shares/United  -7.5 

USAA  Investment-Gold  Fund/USAA  — * 
USAA  Investment-lnternational/USAA 


1.7% 
0.8% 

-20.3% 

5.0 
-7.4 
-5.6 
20.8 

3.8 

3.4 
3.0 
-14.1 
0.8 
-0.3 
8.9 


4.7% 
5.3% 


25.5 


$5.1 


3.4 


-3.8 

-1.4 
4.0 

-24.9 
3.1 
7.4 

2.4 

-0.2 

8.0 

-11.2 

6.9 
4.2 

0.2 
1.6 

-1.7 
3.9 
19.2 

-10.7 


* 

$160 

15.3 

$11.1 

none§ 

* 

2,069 

24.2 

2.0 

none 

— * 

449 

29.9 

4.4 

5.00% 

— * 

281 

32.9 

5.1 

5.75 

* 

136 

15.1 

2.6 

5.75 

— * 

61 

28.1 

5.0 

5.75 

5.4% 
5.2 


201 

2,302 

551 

418 

82 

57 


27.4 
28.2 
20.4 
24.8 
31.4 
29.3 


58 

220 

179 

266 

2,134 

6,537 


26.6 
25.2 
22.0 
25.5 
12.6 
14.8 


2.8 

* 

5.0 

8.0 
2.5 


71 
111 
569 
155 
839 
695 


25.4 
20.6 
25.9 
21.9 
21.0 
42.3 


14.2 


7.8 
7.4 
2.1 
4.3 
10.6 
0.7 


2.8 
2.7 

4.7 
4.4 
1.8 
6.2 


8.2 
6.4 
1.4 
7.0 
12.3 
12.3 


none 

none 

none§ 

none 

4.75 

none 


4.50 

4.75 

5.75 

3.004'5 

l.OOt5 

l.OOt5 


$1.52 

$1.96 

1.18 
1.58 
1.53 
1.50 
2.17a 

0.99 

1.19 

2.14a 

1.80 

1.67 

1.50a 


4.50 

1.54 

none 

1.50a 

5.00 

1.90 

5.00 

1.35 

3.75 

1.40 

none 

1.65a 

none 

2.00 

none 

1.78 

none2 

1.07 

5.00b 

2.87 

5.75 

2.11 

5.75 

1.14 

_* 

114 

24.4 

0.3 

none 

— * 

1,239 

25.8 

4.4 

none 

9.9 

679 

20.4 

1.9 

5.75 

-8.4 

246 

NA 

NA 

3 

4.7 

156 

39.3 

1.4 

none 

7.9 

344 

27.1 

5.7 

none 

2.00 
1.90 
1.37 
1.46 
1.24 
1.19 

1.47a 

1.85 

1.27 

0.60 

0.32 

0.32 


UST  Master  Funds-lnternational/Edgewood 
Van  Eck  Asia  Dynasty-A/Van  Eck 
Van  Eck  Intl  Investors  Gold-A/Van  Eck 
Vanguard  Intl  Eq  Index-Emerg  Mkts/Vanguard 
Vanguard  Intl  Eq  Index-European/Vanguard 
Vanguard  Intl  Eq  Index-Pacific/Vanguard 

Vanguard  International  Growth6/Vanguard 
Vanguard/Trustees'  Equity-lntl/Vanguard 
Victory-International  Growth/Bisys  — * 

Vontobel  EuroPacific/Newport  — * 

Warburg  Pincus  Intl  Equity/Warburg 
Wright  Intl  Blue  Chip  Equities/Wright  — * 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  §Distnbutor  may 
impose  redemption  fee  whose  proceeds  revert  to  the  fund.  ^Distributor  may  impose  purchase  fee,  with  proceeds  reverting  to  other  shareholders,  a.  Net  of 
absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  Smith 
Barney  Shearson  funds.  Quarterly  advisory  fee.  3$10  account  closing  fee.  "Includes  2%  transaction  fee  on  purchases  and  1%  on  redemption,  whose 
proceeds  revert  to  the  fund.    5Annual  $10  maintenance  fee.    formerly  Society  International.     Sources.-  FORBES;  Upper  Analytical  Services;  Mormngstar,  Inc. 

Rules,  page  176.  Distributor  table,  page  260. 
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We've  become  the  nation's 

largest  home  mortgage  lender  by 

sticking  with  one  simple  policy. 

At  Countrywide,1  we  believe  in  easy  access  to  the  lending  process.  Whether  you  deal 
directly  with  one  of  our  local  offices  or  by  telephone  with  our  national  home  loan  center, 

we'll  meet  all  your  borrowing  needs,  and  we'll  meet  them  at  your  convenience. 
Our  innovative  application  of  technology,  broad  array  of  products,  and  the  service  of  our 
mortgage  experts  enable  us  to  be  the  lowest  cost  provider  in  the  industry. 
It  really  is  a  simple  policy.  If  you  want  a  loan,  you  don't  even  need  to  knock. 


3iE 


Countrywide 


Home  Loans 


Easy.  Really. 

1-800-293-6316 


H5S  Equal  Housing  Lender  ©  1 995  Countrywide  Funding  Corporation.  Trade/service  marks  are  the  property  of  Countrywide  Credit  Industries,  Inc.  and/or  its  subsidiaries.  3/95. 


■i,  y,,\M 


Taxable  bond  funds 


Some  stock  funds  may  deliver  above-average  performance 
in  both  bull  and  bear  markets.  But  few  bond  funds  can: 
Those  holding  shorter  maturities  will  lag  in  bullish  periods 
of  falling  interest  rates,  then  pull  into  the  lead  when  rates 
rise  in  the  next  bear  market.  Thus  Fidelia-  Short-Term 
Bond  earns  an  F  in  up  markets  but  an  A  in  down  markets. 


Those  holding  longer  bonds,  like  A-*-/F-rated  Benham 
Target  Maturities  2005,  show  opposite  behavior.  Junk 
funds  (see  p.  253)  and  Ginnie  Mae  funds  tend  to  fall 
between  these  extremes.  We  grade  funds  against  the 
monthly  up-and-down  results  of  the  Merrill  Lynch  cor- 
porate/government bond  index  since  June  1990. 


::5 


no 


105 


100 


95 


Rising  markets 


Declining  markets 


:?.-: 


1991 


1992 


1993 


1994 


1995 


f 


Performance 

UP        DOWN 

— markets — 


Fund 


Annualized  total  return 

Yield 

ESQ             last 

-■-. 

to  6/95           12 

months 

Assets       Weighted  Maximum  Annual 

6/30/95       average  sales  expenses 

(Smil)        maturity  charge  per 

(years)  SI  00 


c 

C 

D 

B 

B 

D 

D 

B 

A 

D 

F 

A 

B 

D 

B 

C 

C 

c 

C 

c 

C 

c 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

AAL  Bond  Fund  -.-. 

AARP  Inc-GNMA  &  US  Treasury  ::.:- 

AARP  Inc-High  Quality  Bend  l:.::-.- 

AIM  Government  Securities-A  - 

AIM  Income  Fund-A-  V 

AIM  Limited  Maturity  Treasury-Retail  - u 

Alliance  Bond-US  Government-A  -  ■:-. 
American  Capital  Corp  Bond-Air  '■-.-.- 
American  Capital  Govt  Secs-A'.a-  '■-:-.- 
American  Capital  US  Govt  Income-A  ■•-  «:-~:e- 
Atlas  US  Govt  &  Mortgage  Sees- A  -•  35 
Babson  Bond-Portfolio  L.:h  i  Ears:- 


9.7% 

8.7% 

82% 

7.7 

8.5 

": 
:- 
:: 

:: 

9.9 
8.7 

8.7 
9.1 


12.6% 

10.8% 

97% 

9.1 
10.7 

9.9 
13.8 

6.7 

10.4 
13.5 
10.9 
10.2 
11.0 
10.9 


6.9% 

5  y. 


:'/-: 

<::; 

7.7 

:"!:: 

6.6 

5273 

7.0 

"-: 

5" 

537 

10.8 

:_e 

': 

196 

6.4 

4.75 

7.7 

;:- 

11.8 

4.75 

:.; 

I:: 

.: 

1.00 

8.1 
6.9 
6.5 
7.7 
7.0 
6.9 


1.421 
192 

2.924 
309 
252 
153 


7.0 
14.3 
6.0 
62 
MA 
12.8 


-:: 

4.75 
4.75 
4.75 
3.00 


S0.81 

$1.03 
0.67 
0.99 

1.04a 

:?■ 

0.47 

0.99 

122 

1.02 

1.11 

1.03a 

0.97 


'FurKlnotinoperationfoffullpenodordidrwtmeetassetminimumforfullpenod.     tClosed  to  new  investors,    a  Net  of  absorption  of  expenses  by  fund 
sponsor     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available 
Sources:  FORBES;  Upper  Analytical  Services;  Uomingstar.  Inc. 
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Performance 

UP       DOWN 

—markets— 


w 


Fund/distributor 


Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

Baird  Adjustable  Rate  Income/Fiduciary 
Benham  Adjustable  Rate  Govt  Secs/Benham 
Benham  GNMA  Income/Benham 
Benham  Target  Maturities-2000/Benham 
Benham  Target  Maturities-2005/Benham 
Benham  Target  Maturities-20 1 5/Benham 

Benham  Target  Maturities-2020/Benham 
Benham  Treasury  Note/Benham 
Bernstein  Govt  Short  Duration/Bernstein 
Bernstein  Intermediate  Duration/Bernstein 
Bernstein  Short  Duration  + /Bernstein 
Wm  Blair-lncome  Fund/Wm  Blair 

Bond  Fund  of  America/American  Funds 
Capstone  Government  Income/Capstone 
Cardinal  Government  Obligations/Cardinal 
Colonial  Federal  Securities-A/Colonial 
Colonial  Income  Fund-A/Colonial 
Colonial  US  Government-A/Colonial 

Columbia  Fixed  Income  Securities/Columbia 
Common  Sense-Government  Fund/Common  Sense 
Compass  Capital  Fixed  Income/Compass 
Compass  Capital  Short/Intermediate/Compass 
Composite  US  Government  Secs-A/Murphey 
Dean  Witter  S-T  US  Treasury/Dean  Witter 

Dean  Witter  US  Government  Sees/Dean  Witter 
Delaware  Group  Treas  Res  Intermed-A/Delaware 
Delaware  Group  US  Government-A/Delaware 
Dodge  &  Cox  Income  Fund/Dodge 
Dreyfus  A  Bonds  Plus/Dreyfus 
Dreyfus  GNMA  Fund/Dreyfus 

Dreyfus  100%  US  Treasury  Intermed/Dreyfus 
Dreyfus  100%  US  Treasury  L-T/Dreyfus 
Dreyfus  100%  US  Treasury  S-T/Oreyfus 
Dreyfus  Short-Intermediate  Govt/Dreyfus 
Dreyfus  Short-Term  Income/Dreyfus 
Dreyfus  Strategic  Income/Dreyfus 

EV  Traditional  Govt  Obligations/Eaton  Vance 
Evergreen  US  Government-A/Lieber 
Federated  US  Government  Bond/Federated 
Fidelity  Advisor  Govt  Investment-A/Fidelity  Adv 
Fidelity  Advisor  Ltd  Term  Bond-A/Fidelity  Adv 
Fidelity  Advisor  Short  Fixed-lnc-A/Fidelity  Adv 
Fidelity  Ginnie  Mae/Fidelity 


Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

6/90 

last 

% 

6/30/95 

average 

sales 

expenses 

to  6/95 

12 
months 

($mil) 

maturity 
(years) 

charge 

per 
$100 

9.7% 

12.6% 

6.9% 

8.7% 

10.8% 

5.6% 

6.5% 

$0.81 

* 

5.9% 

$103 

NA 

t 

$0.50 

* 

5.0 

5.5 

369 

4.6 

none 

0.57 

89% 

11.2 

7.0 

1,023 

24.7 

none 

0.58 

13.7 

13.8 

none 

315 

6.1 

none 

0.65 

15.6 

21.5 

none 

143 

10.4 

none 

0.64 

17.0 

31.8 
34.1 

none 

115 

20.3 

none 

0.68 

15.6 

none 

243 

24.9 

none 

0.70 

8.0 

8.9 

5.4 

312 

3.5 

none 

0.53 

6.7 

7.0 

5.4 

145 

2.6 

none 

0.67 

9.3 

10.7 

5.8 

1,047 

8.8 

none 

0.64 

7.0 

6.5 

5.5 

559 

2.7 

none 

0.64 

* 

10.2 
10.8 

6.6 

151 

4.0 

none 

0.67 

10.2 

7.8 

5,679 

6.1 

4.75% 

0.69 

3.0 

4.4 

2.6 

106 

1.0 

none 

0.77 

7.4 

9.2 

8.0 

156 

7.3 

4.50 

0.75 

9.1 

13.1 

7.1 

1,339 

10.0 

4.75 

1.16 

9.6 

13.7 

7.7 

176 

16.2 

4.75 

1.11 

6.9 

9.6 
12  4 

6.4 

1,936 

7.0 

4.75 

1.11 

9.7 

6.7 

283 

6.3 

none 

0.65 

8.4 

11.0 

6.5 

332 

6.0 

6.75 

0.89 

9.3 

11.8 

5.9 

251 

10.0 

3.75 

0.85 

7.5 

7.5 

5.7 

196 

2.7 

3.75 

0.85 

8.5 

13.0 

6.0 

188 

10.0 

4.00 

1.00 

* 

6.7 
11.6 

5.0 

268 

2.5 

none 

0.79 

7.2 

6.4 

8,244 

8.3 

5.00b 

1.22 

6.6 

6.5 

7.8 

747 

4.2 

3.00 

0.91 

7.3 

8.4 

8.3 

216 

5.7 

4.75 

1.23 

10.3 

14.0 

6.6 

226 

11.1 

none 

0.54 

10 1 

13.1 

6.5 

586 

12.8 

none 

0.99 

7.9 

9.3 
9.6 

6.6 

1,455 

NA 

none 

0.97 

9.0 

7.0 

186 

7.2 

none 

0.89 

10.5 

12.6 

6.7 

137 

22.2 

none 

0.98 

7.6 

7.5 

7.2 

175 

3.0 

none 

0.35a 

8.2 

8.4 

6.9 

538 

3.2 

none 

0.47a 

— * 

7.7 

7.1 

216 

3.1 

none 

0.51a 

10.6 

13.9 
9.5 

6.7 

322 

11.6 

3.00 

1.04 

8.2 

7.5 

529 

4.6 

3.75 

1.17 

— * 

11.0 

6.9 

215 

7.4 

4.75 

1.02 

9.9 

16.4 

5.6 

149 

13.8 

none 

0.85a 

8.2 

12.0 

6.1 

194 

8.6 

4.75 

0.74a 

— * 

8.3 

5.7 

212 

7.0 

4.75 

0.90a 

7.0 

5.5 

6.0 

602 

2.2 

1.50 

0.90 

8.3 

12.2 

6.6 

765 

7.8 

none 

0.75 

^  Forbes  ■  August  28,  1995 
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FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


Fund/distributor 


Merrill  Lynch  corporate/govt  bond  index 

9.7% 

^t 

Forbes  taxable  bond  fund  composite 

8.7% 

A 

D 

Fidelity  Government  Securities/Fidelity 

9.7% 

c 

B 

Fidelity  Intermediate  Bond/Fidelity 

8.5 

B 

B 

Fidelity  Investment  Grade  Bond/Fidelity 

9.9 

D 

A 

Fidelity  Mortgage  Securities/Fidelity 

9.0 

Fidelity  Short-Intermediate  Govt/Fidelity 

— * 

F 

A 

Fidelity  Short-Term  Bond/Fidelity 

6.8 

A 

D 

Flag  Investors  Total  Return  US  Treas-A/Brown 

9.6 

C 

C 

Fortis  US  Government  Secs-A/Fortis 

7.5 

Fortress  Adjustable  Rate  US  Govt/Federated 

* 

c 

A 

FPA  New  Income/FPA 

11.1 

F 

A 

Franklin  Adj  US  Government  Sees/Franklin 

4.4 

° 

B 

Franklin  Short- Intermed  US  Govt/Franklin 

7.4 

o 

C 

Franklin  Tax-Advantaged  US  Govt/Franklin 

7.6 

D 

B 

Franklin  US  Government  Secs-I/Franklin 

8.4 

D 

B 

Fund  for  US  Government  Secs-A/Federated 

7.2 

Galaxy  High-Quality  Bond-Retail/Galaxy 

* 

c 

D 

Galaxy  Intermediate  Bond-Retail/Galaxy 

7.6 

Galaxy  11— US  Treasury  Index/Galaxy 

* 

D 

B 

Government  Income  Securities/Federated 

7.4 

C 

C 

Gradison-McDonald  Govt  Income  Gradisor 

8.1 

B 

0 

Hancock  Government  lncome-A2/Hancock 

7.8 

A 

D 

Hancock  Government  Secs-A3/Hancock 

8.8 

B 

B 

Hancock  Sovereign  Bond-A/Hancock 

9.8 

C 

C 

Hancock  Sovereign  US  Govt  Inc-A/Hancock 

8.5 

B 

C 

Harbor  Bond  Fund/HCA 

10.2 

Harbor  Short  Duration/HCA 

* 

Hotchkis  &  Wiley-Low  Duration/Hotchkis 

* 

A 

B 

IDS  Bond  Fund-A/Amer  Express 

11.7 

D 

A 

IDS  Federal  Income-A/Amer  Express 

7.4 

A 

IDS  Selective  Fund-A/Amer  Express 

10.4 

C 

C 

Intermediate  Bond  Fund  of  America/American  Funds 

8.1 

C 

A 

Invesco  Select  Income/lnvesco 

10.5 

D 

D 

Investors  Trust-Government-A/GNA 

6.4 

A 

D 

ISI  Total  Return  US  Treasury/ISI 

9.6 

B 

A 

Janus  Flexible  Income/Janus 

12.0 

D 

Kemper  Adjustable  US  Govt-A/Kemper 

7.1 

C 

A  + 

Kemper  Diversified  Income-A/Kemper 

14.2 

B 

C 

Kemper  Inc  &  Cap  Preservation-A/Kemper 

9.9 

Kemper  Short-Intermediate  Govt-A/Kemper 

— * 

C 

c 

Kemper  US  Government  Securities-A/Kemper 

8.7 

Kemper  US  Mortgage-A/Kemper 

— * 

D 

B 

Legg  Mason  US  Govt  Intermed-Term-A/Legg  Mason 

7.9 

C 

C 

Lexington  GNMA  Income/Lexington 

8.4 

Annualized  total  return 
6/90  last 

to  6/95  12 

months 


12.6% 
10.8% 

11.5% 
8.7 

9.5 
12.4 
8.4 
5.0 

13.8 

9.5 

4.8 
11.2 

4.2 

7.6 

13.2 
12.0 
9.8 
12.8 
10.9 
11.7 

9.8 
11.5 
11.7 
11.7 

14.2 
12.1 

10.6 

6.8 
10.3 
14.2 

9.5 
13.7 

9.2 
14.1 

7.5 
13.8 
11.3 

5.1 

10.7 
13.5 

7.2 
11.5 
10.9 

9.0 
11.1 


Yield          Assets       Weighted  Maximum  Annual 

%           6/30/95       average  sales  expenses 

($mil)        maturity  charge  per 

(years)  $100 


6.9% 
6.5% 

6.2% 

6.1 

6.7 

6.6 

6.5 

6.1 

6.3 
7.3 
5.5 
6.4 
5.0 
5.1 

6.7 
7.0 
7.2 
6.1 
5.8 
6.4 

7.0 
6.1 
7.6 
7.5 
7.9 
6.8 

5.9 
6.9 
7.3 
7.4 
6.3 
6.3 

6.8 
7.2 
8.4 
6.3 
7.8 
5.5 

8.4 
7.3 
6.5 
7.4 
7.3 
5.1 
7.2 


$875 
2,608 
1.157 
422 
170 
1,293 

369' 
492 
372 
172 
547 
212 

438 
11,237 
1.517 
152 
277 
111 

2.469 
184 
233 
495 

1,492 
511 

204 

121 

123 

3,066 

1,269 

1,450 

1,505 

213 
1,195 
369" 
501 
143 

762 
581 
245 
4,832 
3,602 
238 
125 


8.4 
6.8 
9.5 
6.3 
2.6 
2.3 

10.9 
5.4 
4.5 
6.2 
1.0 
2.5 

12.5 
26.0 
6.5 
10.2 
7.7 
8.2 

6.2 
6.3 
19.0 
15.3 
14.5 
22.3 

11.1 
0.8 
2.4 

15.8 
6.9 

13.0 

4.0 
9.1 
NA 
10.9 
13.7 
6.0 

10.9 
11.9 

3.2 
12.0 
12.0 

5.6 


none 
none 
none 
none 
none 
none 

4.50% 

4.50 

1.00 

4.50 

2.25 

2.25 

4.25 
4.25 
4.50 
none 
none 
none 

2.00b 
2.00 
4.50 
t 
4.50 
4.50 

none 
none 
none 
5.00 

5.00 
5.00 

4.75 
none 
4.50 
4.45 
none 
3.50 

4.50 
4.50 
3.50 
4.50 
4.50 
none 
none 


$0.81 

$0.72 
0.68 
0.75 
0.79 
0.88 
0.69 

0.77 

1.02a 

1.02a 

0.74 

0.42a 

0.70a 

0.64 

0.59 

0.95a 

1.10a 

1.10a 

0.40 

0.96a 

0.94 
1.19 
1.20 
1.18 
1.24 

0.76a 

0.39a 

0.58a 

0.84 

0.92 

0.90 

0.83 

1.00a 

1.01 

0.81 

1.00 

1.09 


0.90 

1.05 

0.66 

0.90 

0.90a 

0.98 


224 


'Fund  not  in  operation  for  full  period  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new  investors.     §Distnbutor  may  impose  redemption 
fee  whose  proceeds  revert  to  the  fund,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor. 
NA:  Not  applicable  or  not  available.     'Assets  include  sister  fund  ISI  Total  Return  US  Treasury.    2Formerly  Transamenca  Government  Income,     for- 
merly Transamenca  Government  Securities  Trust.    4Assets  include  sister  fund  Flag  Investors  Total  Return  US  Treasury. 
Sources.-  FORBES;  Upper  Analytical  Services-,  Mormngstar,  Inc. 
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Performance 

UP       DOWN 

— markets— 


Fund/distributor 


Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

Limited  Term  Fund-A  Federated 
Lord  Abbett  US  Government  Sees/Lord  Abbett 
Lutheran  Brotherhood  Income  Fund/Lutheran 
MainStay-Government  Fund-AfiYLife 
Marquis  Government  Securities-A/SEI 
Marshall  Intermediate  Bond/Federated 

MAS-Fixed  Income/MAS 
Merrill  Lynch  Adj  Rate  Secs-D/Merrill 
Merrill  Lynch  Corp-lntermed-D/Merrill 
Merrill  Lynch  Corp-lnv  Grade-D/Merrill 
Merrill  Lynch  Federal  Secs-D/Merrill 
MFS  Bond  Fund-A/MFS 

MFS  Govt  Limited  Maturity-A/MFS 
MFS  Government  Securities-A/MFS 

MFS  Intermediate  Income-A/MFS 

MFS  Limited  Maturity-A/MFS 

Morgan  Grenfell  Fixed  Income/Morgan  Grenf  el  I 

Nationwide  Bond  Fund/Nationwide 

N  &  B  Limited  Maturity  Bond/Neuberger 
New  England  Adj  Rate  US  Govt-A/New  England 
New  England  Bond  Income-A'i;/.  England 
New  England  Limited-Term  US  Govt-A/New  England 
North  American  US  Govt  Secs-A/Wood  Logan 
Northern  Funds-US  Government/Sunstone 

Northstar  Advantage  Govt  Secs-AVNorthstar 
Oppenheimer  Invest  Grade  Bond-A/Oppenbeimer 
Oppenheimer  Limited  Term  Govt-AQppenheimer 
Oppenheimer  Strategic  Income-A/Oppenbeimer 
Oppenheimer  US  Government-A/Oppenheimer 
Overland  Express  Variable  Rate  Govt-A/Overland 

PaineWebber  Inv  Grade  Income-A/PaineWebber 
PaineWebber  S-T  US  Govt  Income-A  '->.  -e/.-.-r.-/ 
PaineWebber  US  Govt  Income-A/PaineWebber 
Permanent  Port-Treasury  Bill/Permanent 
Phoenix  Multi-Sector  Fixed  Income-A/Phoenix 
Phoenix  US  Government  Secs-A/Phoenix 

Pierpont  Bond  Fund  ?  '/-/;>' 

Pimco  Advisors-High  lncome-A3/Pimco 

Pimco  Advisors-US  Government-A4/Pimco 

Pimco  High  Yield/Pimco  Advisors 

Pimco  Low  Duration/Pimco  Advisors 

Pimco  Low  Duration  I  l/Pimco  Advisors 

Pimco  Managed  Bond  &  Incon^/Pimco  Advisors 


Annualized  total  return 

Yield 

Assets 

6/90 

last 

% 

6/30/95 

to  6/95 

12 
months 

($mil) 

9.7% 

12.6% 

6.9% 

8.7% 

10.8% 

6.5% 

>>■■-. 

9.1 
7.2 


10.5 

9.3 
9.5 
7.8 
10.1 

6.2 
8.8 

6.5 

* 

9.1 

V'. 

10.1 

7.4 
8.3 


9.4 
9.0 
8.1 
10.0 

8.4 


9.8 

* 

5.4 

4.0 
12.2 
8.6 

''.': 
7.0 
7.8 


7.6% 

9.9 
12.9 
10.4 

9.8 

9.1 

11.0 
6.2 
12.1 
12.6 
10.2 
15.2 

6.5 
12.4 
10.5 

V: 

11.6 
13.7 

7.1 

6.0 
14.3 

7.5 
10.4 

Vl 

10.6 
12.3 

6.9 

6.8 
11.2 

1.9 

13.4 

8.6 

7.8 

4.6 

M 
11.8 

11.9 
12.1 
10.0 
15.4 

7.6 

8.0 
12.1 


5.4% 

$161 

0.7 

1.00%          | 

8.9 

3.294 

5.2 

4.75 

6.6 

947 

16.0 

5.00 

6.9 

1,033 

7.5 

4.50 

5.4 

108 

4.9 

3.50 

6.4 

352 

4.3 

none 

5.1 
5.7 
6.9 
6.9 
6.6 
6.6 


6.0 
5.2 
6.2 
6.3 
6.2 
5.1 


7.3 
5.6 
6.6 
1.0 
7.7 
6.1 

6.1 
8.1 
6.4 
9.1 
6.6 
6.5 
6.1 


1.405 

214 

336 

1,008 

2.519 

613 


297 
408 
207 
399 
112 
128 


382 
349 
548 
120 
310 
251 

128 
159 
313 
399 

2.504 
192 
435 


11.7 
1.5 
6.1 

11.5 
6.3 

11.5 


2.4 
4.0 
9.0 
5.8 
6.9 
7.4 


13.8 
2.9 
8.7 
0.2 
Si 
8.0 

4.4 
6.3 
10.8 
5.7 

IS 
7.4 


none 
4.00 
1.00 
4.00 
4.00 
4.75 


6.5 

286 

2.4 

2.50 

6.9 

434 

10.1 

4.75 

V-. 

265 

6.2 

4.75 

'-.': 

112 

3.3 

2.50 

6.6 

431 

7.4 

none 

;.< 

132 

12.6 

4.50 

6.3 

151 

10.6 

4.75b 

6.5 

126 

10.4 

4.75 

7.3 

402 

3.50 

9.5 

4.975 

4.7 

4.75 

7.2 

323 

NA 

4.75 

5.4 

771 

22.5 

3.00 

Weighted  Maximum  Annual 

average  sales  expenses 

maturity  charge            per 
(years)                          $100 


$0.81 


Sl.lOa 

0.90 

0.84 

1.04 

0.70a 

0.71a 

0.48 
0.96 
0.71 
0.85 
0.88 
1.00a 

0.85a 
0.79a 
1.18a 
0.95a 
0.55a 
0.71 

0.70a 

0.62a 

1.08 

1.23 

1.25a 

0.90a 

1.20a 
1.06 
0.86 
0.94 
'1.05 
0.85a 

0.97 

0.84a 

0.95 

0.89a 

1.13a 

0.95 

0.74a 

1.10 

1.00 

0.48 

0.41 

0.47 

0.50 


none 
1.00 
4.50 
3.00 
4.75 
none 


4.00 
3.00 
4.00 

2 

4.75 
4.75 


none 
4.75 
4.75 
none 
none 
none 
none 


'Formerly  Advantage  Government  Securities.    2Flat  fee  of  $35  on  initial  investment  and  a  monthly  $1 .50  maintenance  fee. 
Income  Fund,    formerly  Thomson  US  Government,    formerly  Pfamco  Managed  Bond  &  Income. 


formerly  Thomson 
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FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


Fund/distributor 


A  + 


Annualized  total  return 
6/90  last 

to  6/95  12 

months 


Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

Pimco  Total  ReturrvPimco  Advisors 
Pimco  Total  Return  Ill/Pimco  Advisors 
Pioneer  America  Income  Trust-A/Pioneer 
Pioneer  Bond  Fund-A  Pioneer 
Piper  Funds-Government  Income  Piper 
Piper  Funds-Institutional  Govt  Income/Piper 

Premier  GNMA  Fund-A/Dreyfus 
T  Rowe  Price  GNMA  Fund/Price 
T  Rowe  Price  New  Income/Price 
T  Rowe  Price  Short-Term  Bond/Price 
T  Rowe  Price  Short-Term  US  GovtVPrice 
T  Rowe  Price  Spectrum-Income/Price 

T  Rowe  Price  US  Treasury  Intermed/Price 
Princor  Bond  Fund-A Princor 
Princor  Government  Sees  Income-A/Princor 
Prudential  GNMA  Fund-A/Prudential 
Prudential  Govt  Income-A2  Prudential 
Prudential  Govt  Secs-lntermed/Prudential 

Prudential  Structured  Maturity-A/Prudential 
Prudential  US  Government-A'Prudential 
Putnam  Adjustable  Rate  US  Govt-A'Putnam 
Putnam  American  Govt  Inc-A3  Putnam 
Putnam  Diversified  Income  Trust-A Putnam 
Putnam  Federal  Income  Trust-A/Putnam 

Putnam  Income  Fund-A  Putnam 
Putnam  US  Govt  Income-A  Putnam 
Scudder  GNMA  Fund  Scudder 
Scudder  Income  Fund/Scudder 
Scudder  Short  Term  Bond/Scudder 
Sentinel  Bond  Fund/Sentinel 

Sentinel  Government  Securities/Sentinel 
Seven  Seas  Yield  Plus.  Russell 
Sierra-Corporate  Income-A/Gt  Western 
Sierra-US  Government-AGt  Western 
Smith  Barney  Inc-Divers  Strat-A4/Smith  Barney 
Smith  Barney  Invest-Govt  Secs-A4/Smith  Barney 

Smith  Barney  Invest-lnv  Grade-A4  Smith  Barney 
Smith  Barney  Managed  Govts-A4  Smith  Barney 
Smith  Barney-US  Government  Secs-ASmith  Barney 
Smith  Breeden-Short  Duration  US  Govt/Smith  Breeden 
Spartan  Ginnie  Mae/Fidelity 
Spartan  Government  Income  Fidelity 
Spartan  Investment  Grade  Bond- Fidelity 


9.7% 
8.7% 

10.7% 

7.7 
9.1 
8.1 
6.2 

8.5 
8.7 
9.0 
6.1 

10.3 

8.4 
10.1 
9.0 
7.6 
8.6 
7.5 

7.8 
8.9 
4.3 
7.0 
11.4 
7.8 

10.2 
7.4 
8.2 
9.5 
7.2 
9.7 


7.6 

9.3 
8.5 

12.4 
8.7 

9.0 


8.5 


12.6% 
10.8% 

- 
11.8 
10.0 
11.5 
12.6 
11.9 

9.4 
13.0 
12.2 

4.0 

6.6 
13.3 

10.0 
16.1 
13.8 
111 
12.7 


13.6 
6.0 
11.9 

9.7 
12.4 

12.9 
11.1 
11.5 
12.2 
5.2 
12.4 

11.6 
5.9 
15.6 
10.2 
9.0 
9.6 


Yield 

% 


6.9% 
6.5% 


6.4 
7.2 
6.7 
6.2 
5.6 
6.5 


6.2 

6.1 
45 
71 
8.3 
6.0 


6.0 
5.4 
7.7 
7.2 
8.5 
5.8 


22.8 

70 

9.4 

6.1 

12.3 

7.1 

6.9 

6.7 

12.0 

6.7 

12.5 

7.3 

13.0 

6.8 

Assets 

6/30/95 

($mil) 


Weighted 
average 
maturity 

(years) 


Maximum 
sales 
charge 


- 

$8,246 

10.1 

none 

7.0 

111 

9.4 

none 

6.8 

166 

7.5 

4.50% 

7.2 

118 

111 

4.50 

7.4 

114 

NA 

4  00 

11.9 

373 

NA 

t 

179 
810 
1,573 
511 
112 
842 


218 

128 

114 

2.247 

3.299 
438 


108 
1.315 

406 

523 
2,516 

638 

468 
667 
386 
269 
416 
245 
166 


11.9 
9.1 

10.1 
2.1 
2.5 


3.1 
9.1 

2.1 
6.2 


6.9 

NA 

24.0 

22.7 

5.4 
9.4 

26.0 
NA 
9.4 

28.4 
7.4 
9.5 

12.5 


4.50 
none 
none 
none 
none 
none 


6.1 

172 

4.6 

none 

6.9 

104 

11.3 

4.75 

6.2 

260 

9.6 

4.75 

6.7 

239 

64 

4.00 

6.7 

1.576 

8.6 

4.00 

5.7 

207 

3.5 

none 

3.25 
4.00 
3.25 
4.75 
4.75 
4.75 


70 

1.103 

11.7 

4.75 

71 

4651 

85 

4.75 

66 

431 

8.0 

none 

5.8 

525 

111 

none 

6.6 

1.954 

28 

none 

6.4 

106 

8.3 

5.00 

5.00 
none 
4.50 
4.50 
4.50 
4.50 

4.50 
4.50 
4.50 
none 
none 
none 
none 


Annual 

expenses 

per 

$100 


$0.81 

$0.41 
0.50 
1.00a 
1.16 
1.06a 
0.54a 

0.94a 

0.76 

0.78 

0.79 

0.59 

0.83 

0.69 

0.95a 

0.97 

1.13 

0.98 

0.84 

0.94 
1.13 
099 
0.85 
1.01 
1.06 

1.07 
0.84 
0.95 
0.97 
0.73 
1.02 

1.04 

0.40 

1.15a 

1.13a 

0.95 

0.96 

1.07 

1.07 

0.77 

0.11a 

0.65 

0.65 

0.65 


"Fund  not  in  operation  for  full  period  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new  investors.     §Distnbutor  may  impose  redemptior 
fee  whose  proceeds  revert  to  the  fund,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor      NA 
Not  applicable  or  not  available.     'Formerly  T  Rowe  Price  Adjustable  Rate  US  Government.     2Formerly  Prudential  Government  Plus.     3Formerl' 
Putnam  American  Government  Trust      'Formerly  Smith  Barney  Shearson  funds. 
Sources.  FORBES;  Upper  Analytical  Services;  Mormngsta: 


Rules,  page  176.  Distributor  table,  page  260. 
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Performance 

UP       DOWN 

—markets— 


Fund/distributor 


Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

6/90             last 

% 

6/30/95 

average 

sales 

expenses 

to  6/95            12 

($mil) 

maturity 

charge 

per 

months 

(years) 

$100 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

Spartan  Limited  Maturity  Govt/Fidelity 
Spartan  Short-Intermediate  Govt/Fidelity 
Spartan  Short-Term  Income/Fidelity 
Stagecoach  GNMA  Fund-A/Stagecoach 
Stagecoach  US  Govt  Allocation-A/Stagecoach 
State  Street  Research  Govt  Inc-AVState  Street 


9.7% 
8.7% 

7.2% 


9.6 
9.4 


12.6% 
10.8% 

9.0% 

9.4 

4.4 
12.1 
10.0 


6.9% 
6.5% 


6.1% 

$827 

4.6 

none 

7.0 

102 

2.5 

none 

6.5 

561 

2.4 

none 

7.1 

165 

26.9 

4.50% 

5.8 

137 

6.4 

4.50 

6.4 

765 

9.3 

4.50 

$0.81 

$0.65 
0.10a 
0.65 
0.83a 
1.01a 
1.10 


A  + 


ill     D 
B 


I* 


SteinRoe  Income  Fund/Stem  Roe  10.1  12.8  7.2  174 

SteinRoe  Intermediate  Bond/Stein  Roe  8  9  10.1  6.7  303 

Strong  Advantage  Fund2/Strong  7.5  6.3  6.2  870 

Strong  Corporate  Bond/Strong  10.3  18.2  7.3  176 

Strong  Government  Securities/Strong  10.4  13.4  6.2  353 

Strong  Short-Term  Bond/Strong  8.1  7.1  6.9  1,053 

Thornburg  Ltd  Term  US  Govt/Thornburg  7.4  8.2 

20th  Century  Long-Term  Bond/20th  Century  9.4  13.3 

20th  Century  US  Governments  S-T/20th  Century  6.2  7.2 

United  Bond  Fund-A/Waddell  9.6  12.4 

United  Government  Secs-A/Waddell  9.2  12.1 

US  Government  Securities/American  Funds  8.4  9.6 

USAA  Investment-GNMA/USAA  — *  11.0  7.1  266 

USAA  Mutual-lncome/USAA  10.0  15.1  7  0  1,765 

Value  Line  US  Government  Sees/Value  Line  7.2  7.3  6.3  264 

Van  Kampen  US  Government-A/Van  Kampen  8.4  11.8  7.7  3,490 

Vanguard  Admiral-I-T  US  Treasury/Vanguard  12.6  6.3  501 

Vanguard  Admiral-L-T  US  Treasury/Vanguard  18.8  6.6  145 

Vanguard  Admiral-S-T  US  Treasury/Vanguard  8.6 

Vanguard  Bond  Index-I-T  Bond/Vanguard  13.8 

Vanguard  Bond  Index-S-T  Bond/Vanguard  8.7 

Vanguard  Fixed  Inc-GNMA/Vanguard  9.1  12.5 

Vanguard  Fixed  Inc-I-T  Corp/Vanguard  13.7 

Vanguard  Fixed  Inc-I-T  US  Treas/Vanguard  13  2 

Vanguard  Fixed  Inc-L-T  Corp/Vanguard  11.6  16.6  7.0  3,014 

Vanguard  Fixed  Inc-L-T  US  Treas/Vanguard  11.2  18  6  6.6  777 

Vanguard  Fixed  Inc-S-T  Corp/Vanguard  8.0  8.6  5.9  3,338 

Vanguard  Fixed  Inc-S-T  Federal/Vanguard  7.5  8.2  5.7  1,489 

Vanguard  Fixed  Inc-S-T  US  Treas/Vanguard  8.4  5.8  862 

Vanguard  Preferred  Stock/Vanguard  10.9  15.6  7.0  311 

Vanguard  Total  Bond  Market/Vanguard  9.2  12  3  6.5  2,146 

Victory-Government  Mortgage4/Bisys  8.7  10.8  6.8  137 

Victory-Intermediate  Income/Bisys  9.1  6.3  147 

Victory-Limited  Term  Income/Bisys  6.7  7  2  5.5  183 

Vista  US  Government  Income-A/Vista  8.7  10.8  6.3  110 

Warburg  Pincus  Fixed  Income/Warburg  8.4  10.0  6.9  112 

WPG  Government  Securities/Weiss  7.0  7.3  6.7  188 


7.3 
6.9 
0.5 
9.6 
7.0 
1.8 


9.4 
10.9 
6.0 
8.3 
8.7 
21.8 


20.4 

22.0 

2.6 

2.6 

2.4 


8.9 

NA 
4.2 
2.6 
8.7 
5.4 
6.3 


none 
none 
none 
none 
none 
none 


6.0 

142 

3.6 

2.50 

6.4 

140 

10.1 

none 

5.4 

388 

1.6 

none 

6.5 

548 

11.0 

5.75 

6.2 

154 

NA 

4.25 

7.7 

1,347 

5.3 

4.75 

none 
none 
none 
4.75 
none 
none 


5.8 

365 

2.5 

none 

6.6 

162 

7.5 

3 

6.1 

152 

2.8 

3 

7.1 

6,330 

8.6 

none 

6.5 

249 

8.4 

none 

6.1 

1.078 

8.7 

none 

none 
none 
none 
none 
none 
none 

3 

4.75 
4.75 
2.00 
4.50 
none 
none 


0.82a 

0.70 

0.84 

1.10 

0.90 

0.96 

0.97 
0.80 
0.70 
0.73 
0.82 
0.78 

0.31 

0.42 
0.67 
0.92 
0.15 
0.15 

0.15 
0.18 
0.18 
0.30 
0.28 
0.28 

0.32 
0.28 
0.28 
0.28 
0.28 
0.51 

0.18 

0.78a 

0.80a 

0.82a 

0.90a 

0.75a 

0.80 


'Formerly  MetLife  State  Street  Research  Government  Income. 
US  Government  Income. 


'Formerly  Strong  Income  Fund.    3Annual  $10  maintenance  fee.    'Formerly  Society 
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Advertisement 


In  Transportation 
There's  No  Such  Thing 
As  A  Solo  Home  Run. 


By  Richard  A.  Rabicoff 


"I  HAVE  ONLY  ONE  SUPERSTITION,"  said 

Babe  Ruth.  "I  make  sure  to  touch  all 
the  bases  when  I  hit  a  home  run." 
Good  policy,  especially  when  you  hit 
729  career  round-trippers. 

In  corporate  transportation,  too, 
you  can't  reach  home  successfully 
unless  you  effectively  hit  all  the 
check-points  between  pick-up  and 
delivery.  Increasingly,  the  key  to  that 
success  is  the  business  relationship 
between  shipper  and  carrier.  "Our 
shipping  needs  call  for  constant  and 
direct  communication,"  says  Michael 
Olkowski,  Lever  Brothers'  manager 
of  delivery  services.  "That's  why  we 
turn  to  CSX  Intermodal.  They  under- 
stand our  products,  our  markets, 
and  above  all,  our  shipping  needs. 
They  work  closely  with  us  to  ensure 
that  every  facet  of  every  shipment  is 
handled  smoothly." 

Lever  is  one  of  America's  best- 
known  manufacturers  and  marketers 


of  soaps,  detergents,  and  fabric  soft- 
eners. Leading  Lever  brands  include 
"all,"  Surf,  Wisk,  Rinso,  Final  Touch, 
Snuggle,  Caress,  Dove,  Lifebuoy, 
Lever  2000,  Shield,  and  Sunlight. 
Lever  is  a  member  of  the  world- 
wide Unilever  group,  one  of  the 
world's  leading  manufacturers  of 
consumer  branded  products  and 
packaged  goods. 

To  stay  at  the  top  of  this  fiercely 
competitive  industry,  they  need  to 
move  goods  quickly  and  reliably 
from  their  six  major  distribution  cen- 
ters to  retailers  across  the  country. 
"Intermodal's  one-two  punch  of  rail 
and  motor  carriers  has  proved  to  be 
the  most  cost-effective  and  efficient 
way  to  ship  our  diverse  lines,"  says 
Mr.  Olkowski.  "And  CSXI  provides 
added  value,  with  their  coast-to- 
coast  terminal  network,  flexibility  in 
scheduling  and  equipment,  and  their 
ability  to  come  through  in  the  clutch. 
We  ship  more  than  6,000  loads  a  year 
with  CSXI,  and  I  see  that  number 
increasing  significantly  in  the  future." 

Like  many  companies  today, 
Lever  has  expansive  domestic  and 
international  needs.  So  Mr.  Olkowski 
especially  appreciates  the  synergy 
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between  CSX  Intermodal  and  nation 
sister  companies,  CSX  Transport 
and   Sea-Land.    "Quick   acces; 
CSXI's  partners  is  a  definite  if^m 
to  our  relationship.  And  even  v 
the  communication   is   threes 


our   message   seems    to   com(|*ing 


crystal  clear." 

CSXI  and  Lever  also  have  ar 
er  important  partner  working 
them  daily.  The  Hub  Group,  oi 
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^nation's  leading  distributors,  pro- 
kjU  is  an  array  of  vital  logistical  ser- 

^5  to  ensure  Lever  transportation 
J, ;  prements  are  met  consistently. 
_  „  "Lever  is  a  progressive  company 
,;_,  recognizes  the 

^ving    impact 

•rporate  trans- 

,  jjation  on  the 

jj,  ?m  line,"  says 

„  a  lid  T.  Sorrow, 


Senior  Vice  President  at  CSX 
Intermodal.  "They've  taken  the  time 
to  learn  the  intermodal  business  and 
to  explore  with  us  ways  to  maximize 
our  efficiencies.  In  turn,  they  provide 
us  with  a  useful 
picture  of  their 
market  strategies 
and  how  our  ser- 
vices can  support 
their      business 


objectives.  Our  relationship  is  not 
just  a  matching  of  services  but  a 
meeting  of  minds.  We  look  forward 
to  a  long  and  mutually  beneficial 
relationship." 

Lever  and  CSX  Intermodal 
exemplify  the  commonality  of  vision 
and  ease  of  communication  essential 
to  the  shipper-carrier  partnership. 
Because  in  transportation,  there's  no 
such  thing  as  a  solo  home  run.  WM 


FUND  SURVEY 


Municipal  bond  funds 

Orange  Countv,  Calif,  went  bust  last  December.  Then  than  the  credit  risk.  But  overall,  says  Joe  Mysak,  editor  ol 
came  the  buzz  over  a  flat  tax — which  could  harm  munici-  Grant's  Municipal  Bond  Observer,  "munis  are  still  a  good 
pal  bonds  by  making  their  tax  exemption  immaterial.  At  buy,  [with  yields]  about  87%  of  Treasury  [yields].'"  Re- 
one  point  this  summer  New  York  City  general  obligation  member  to  watch  expenses,  stick  to  national  funds  unless 
bonds  yielded  101%  of  comparable  Treasurys,  meaning  you  live  in  a  tax  hell  like  California  or  New  York,  and  be 
that  investors  considered  the  tax  exemption  less  important  wary  of  funds  with  unusually  high  yields. 


Ratio  scale  (6/30/90=100) 


120 


115 


Rising  markets 


Declining  markets 


The  Lehman  Brothers  municipal  bond  price  index,  scaled 
so  that  June  30,  1990  equals  100,  is  the  benchmark  for 
municipal  bond  fund  ratings.  Funds  are  measured  by 
HO  their  composite  bull-  and  bear-month  performances. 
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100 


95 


1990 


1991 


1992 


1993 


1994 


1995 


Performance 

UP        DOWN 

—markets— 


^^ 

1 

B 
F 
C 
C 
D 
F 

A 
B 
C 
D 
D 
A 

D 
C 
B 
A 
A 
D 

D 
A 
D 
B 

D 

Fund/distributor 


Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

AAL  Municipal  Bond  Fund/AAL 
AARP  Insured  T-F  Inc-Genl  Bond/Scudder 
AIM  Municipal  Bond-A/AIM 
Alliance  Muni  Income-Calif-A/Alliance 
Alliance  Muni  Income-Ins  Calif-A/Alhance 
Alliance  Muni  Income-Ins  Natl-A/Alhance 

Alliance  Muni  Income-Natl-A/Alliance 
Alliance  Muni  Income-New  York-A/Alhance 
American  Capital  Muni  Bond-A/Van  Kampen 
American  Capital  T-E-High  Yield-A/Van  Kampen 
American  Capital  T-E-lnsured-A/Van  Kampen 
Atlas  California  Muni  Bond-A/Atlas 

Benham  Calif  Muni  High-Yield/Benham 
Benham  Calif  Tax-Free  Insured/Benham 
Benham  Calif  Tax-Free  Intermed/Benham 
Benham  Calif  Tax-Free  L-T/Benham 
Benham  Calif  Tax-Free  Short-Term/Benham 
Bernstein  California  Muni/Bernstein 

*  Fund  not  in  operation  for  full  period  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new  investors, 
sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available. 
Sources.-  Forbes-.  Upper  Analytical  Services-,  Mornmgstar,  Inc 


Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

6/90 

last 

% 

6/30/95 

average 

sales 

expenses 

,  to  6/95 

12 
months 

($mil) 

maturity 
(years) 

charge 

per 

$100 

8.3% 

8.8% 

5.7% 

7.7% 

7.6% 

8.9% 

5.6% 

$0.75 

7.5% 

4.8% 

$382 

16.4 

4.75% 

$0.98 

7.8 

7.3 

5.0 

1.797 

15.2 

none 

0.70 

8.0 

6.7 

5.8 

288 

15.8 

4.75 

0.89 

7.7 

8.7 

5.8 

720 

25.5 

4.25 

0.69a 

7.7 

10.1 

5.4 

141 

22.9 

4.25 

0.88a 

8.1 

9.3 

9.4 

5.4 

242 

23.7 

4.25 

0.95a 

8.2 

5.8 

697 

23.7 

4.25 

0.67a 

7.9 

8.3 

5.9 

306 

27.8 

4.25 

0.75a 

7.9 

8.0 

5.9 

352 

20.0 

4.75 

0.93 

8.0 

8.8 

6.9 

746 

19.5 

4.75 

1.02 

6.8 

6.9 

5.4 

105 

20.6 

4.75 

1.15 

8.0 

6.4 
7.5 

5.2 

180      » 

19.0 

3.00 

0.93a 

7.7 

6.2 

113 

21.8 

none 

0.53 

8.0 

8.4 

5.4 

173 

17.1 

none 

0.52 

71 

6.9 

4.9 

413 

7.1 

none 

0.49 

7.9 

7.4 

5.7 

275 

18.1 

none 

0.50 

— * 

5.3 

40 

104 

2.0 

none 

0.52 

— * 

7.1 

4.8 

194 

7.8 

none 

0.67 

a:  Net  of  absorption  of  expenses  by  fund 


Rules,  page  176.  Distributor  table,  page  260. 
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Performance 

UP       DOWN 

—markets— 


A 
A 
D 

A  + 
A 


Fund/distributor 


Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

Bernstein  Diversified  Muni/Bernstein 
Bernstein  New  York  Muni/Bernstein 
California  Tax-Free  Income/California  Inv 
Calvert  Tax-Free  Reserves-Ltd-A/Calvert 
Churchill  T-F  Fund  of  Kentucky/Aquila 

Colonial  Calif  Tax-Exempt-A/Colonial 
Colonial  Conn  Tax-Exempt-A/Colonial 
Colonial  High-Yield  Muni-A/Colonial 
Colonial  Mass  Tax-Exempt-A/Colonial 
Colonial  New  York  Tax-Exempt-A/Colonial 

Colonial  Ohio  Tax-Exempt-A/Colonial 
Colonial  Tax-Exempt-A/Colonial 
Colonial  Tax-Exempt  Insured-A/Colonial 
Columbia  Municipal  Bond/Columbia 
Common  Sense-Muni  Bond/Common  Sense 

Composite  Tax-Exempt  Bond-A/Murphey 
Dean  Witter  M-S  Muni-Calif/Dean  Witter 
Dean  Witter  Tax-Exempt  Sees/Dean  Witter 
Delaware  Group  Tax-Free  USA-A/Delaware 
Delaware  Tax-Free  Penn-A/Delaware 

Dreyfus  Calif  Intermed  Muni/Dreyfus 
Dreyfus  Calif  Tax-Exempt  Bond/Dreyfus 
Dreyfus  Conn  Intermed  Muni  Bond/Dreyfus 
Dreyfus  Florida  Intermed  Muni  Bond/Dreyfus 
Dreyfus  Insured  Muni  Bond/Dreyfus 

Dreyfus  Intermed  Muni  Bond/Dreyfus 
Dreyfus  Mass  Tax-Exempt  Bond/Dreyfus 
Dreyfus  Municipal  Bond/Dreyfus 
Dreyfus  NJ  Intermed  Muni  Bond/Dreyfus 
Dreyfus  NJ  Municipal  Bond/Dreyfus 

Dreyfus  NY  Insured  T-E  Bond/Dreyfus 
Dreyfus  NY  Tax-Exempt  Bond/Dreyfus 
Dreyfus  NY  T-E  Intermed  Bond/Dreyfus 
Dreyfus  Short-lntermed  Muni  Bond/Dreyfus 
Dupree-Kentucky  Tax-Free  Income/Oupree 

EV  Traditional  Florida  Ltd  Mat  T-F/Eaton  Vance 
EV  Traditional  Florida  Tax-Free/Eaton  Vance 
EV  Traditional  National  Muni/Eaton  Vance 
EV  Traditional  Natl  Ltd  Mat  T-F/Eaton  Vance 
EV  Traditional  NY  Ltd  Mat  T-F/Eaton  Vance 


Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

6/90 

last 

% 

6/30/95 

average 

sales 

expenses 

to  6/95 

12 
months 

($mil) 

maturity 
(years) 

charge 

per 
$100 

8.3% 

8.8% 

5.7% 

7.7% 

7.6% 

7.4% 

5.6% 

$0.75 

6.9% 

4.8% 

$604 

8.0 

none 

$0.65 

7.0 

7.2 

4.9 

434 

7.4 

none 

0.65 

8.0 

8.9 

5.4 

192 

15.3 

none 

0.62 

4.9 

4.5 

4.0 

521 

0.8 

2.00% 

0.66 

7.7 

7.3 

7.4 

5.8 

244 

16.1 

4.00 

0.75a 

6.8 

5.7 

405 

23.5 

4.75 

0.84a 

— * 

6.9 

5.7 

157 

19.4 

4.75 

0.42a 

* 

8.8 

6.6 

140 

24.1 

4.75 

1.15 

8.1 

7.1 

5.8 

259 

22.0 

4.75 

0.82a 

7.3 

7.0 
6.2 

6.1 

103 

22.3 

4.75 

0.52a 

7.1 

5.5 

127 

21.0 

4.75 

0.82a 

7.3 

7.8 

5.9 

3,561 

22.9 

4.75 

1.01 

7.1 

6.8 

5.4 

291 

22.4 

4.75 

1.05 

7.1 

7.2 

5.3 

367 

12.7 

none 

0.57 

7.6 

7.6 

5.3 

115 

19.6 

4.75 

0.99 

7.9 

9.0 

5.1 

228 

13.1 

4.00 

0.80 

— * 

8.2 

5.5 

115 

21.9 

4.00 

0.58a 

7.9 

8.4 

5.8 

1.315 

20.5 

4.00 

0.47 

8.1 

6.4 

6.2 

761 

22.2 

4.75 

0.92 

7.9 

7.1 
6.4 

5.9 

1,008 

21.9 

4.75 

0.90 

_* 

5.0 

237 

7.7 

none 

0.32a 

6.4 

4.8 

5.7 

1.457 

21.6 

none 

0.71 

— * 

7.8 

4.8 

130 

8.4 

none 

0.34a 

— * 

7.1 

4.8 

412 

8.5 

none 

0.48a 

7.0 

6.4 
7.4 

5.4 

220 

24.4 

none 

0.94 

7.8 

5.4 

1,518 

10.0 

none 

0.73 

7.4 

7.0 

5.7 

148 

21.7 

none 

0.80 

7.5 

7.6 

5.9 

3,648 

22.1 

none 

0.69 

— * 

7.3 

4.8 

224 

8.1 

none 

0.45a 

8.0 

7.3 
6.8 

5.8 

613 

19.6 

none 

0.77a 

7.4 

5.3 

153 

24.1 

none 

0.98a 

7.6 

6.5 

5.6 

1,765 

19.9 

none 

0.72 

7.7 

6.4 

4.8 

353 

9.2 

none 

0.96 

5.8 

4.4 

4.4 

366 

1.8 

none 

0.70 

7.9 

7.6 
5.6 

5.5 

271 

4.7 

none 

0.69 

_* 

4.6 

152 

6.0 

2.50 

0.74 

— * 

7.6 

5.8 

718 

24.2 

3.75b 

0.60 

9.6 

10.4 

6.7 

2,248 

24.6 

3.75b 

0.74a 

* 

3.5 

4.9 

159 

5.4 

2.50b 

0.58a 

* 

5.5 

4.6 

166 

6.0 

2.50 

0.98 
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MUNICIPAL  BOND  FUNDS 


FUND  SURVEY 


Performance 

UP       DOWN 

—markets— 


C 


B  B 


D  A 

B  C 


Fund/distributor 


Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

EV  Traditional  NY  Tax-Free/Eaton  Vance 
Empire  Builder  Tax-Free  Bond/Furman 
Fidelity  Advisor  High  Income  Muni/Fidelity  Adv 
Fidelity  Calif  Tax-Free  High  Yield/Fidelity 
Fidelity  Calif  Tax-Free  Insured/Fidelity 

Fidelity  Mass  Tax-Free  High  Yield/Fidelity 
Fidelity  Mich  Tax-Free  High  Yield/Fidelity 
Fidelity  Minn  Tax-Free/Fidelity 
Fidelity  NY  Tax-Free  High  Yield/Fidelity 
Fidelity  NY  Tax-Free  Insured/Fidelity 

Fidelity  Ohio  Tax-Free  High  Yield/Fidelity 
Fidelity  Tax-Free-Aggressive/Fidelity 
Fidelity  Tax-Free-High  Yield/Fidelity 
Fidelity  Tax-Free— Insured/Fidelity 
Fidelity  Tax-Free-Ltd  Term  Munis/Fidelity 

Fidelity  Tax-Free-Municipal  Bond/Fidelity 
First  Investors  Insured  Tax-Exempt-A/First  Inv 
Flag  Investors  Managed  Muni-A/Brown 
Flagship  Tax-Ex-All-American-A/Flagship 
Flagship  Tax-Ex-Conn  Double-A/Flagship 


Flagship  Tax-Ex- 
Flagship  Tax-Ex- 
Flagship  Tax-Ex- 
Flagship  Tax-Ex- 
Flagship  Tax-Ex- 


Florida  Double-A/Flagship 
Georgia  Double-A/Flagship 
Kentucky  Triple-A/Flagship 
Limited  Term-A/Flagship 
Michigan  Triple-A/Flagship 


Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

6/90 

last 

% 

6/30/95 

average 

sales 

expenses 

to  6/95 

12 
months 

8.8% 

($mil) 

maturity 
(years) 

charge 

per 
$100 

8.3% 

5.7% 

7.7% 

7.6% 

5.6% 

$0.75 

* 

7.7% 

6.0% 

$650 

21.5 

3.75b% 

$0.57 

8.3% 

6.9 

5.0 

111 

7.5 

none 

0.93 

8.7 

7.2 

6.0 

584 

20.2 

4.75 

0.93 

7.3 

7.6 

5.9 

479 

17.3 

none 

0.56 

7.3 

6.9 
7.8 

5.5 

208 

17.7 

none 

0.59 

8.1 

6.2 

1,091 

19.4 

none 

0.54 

7.5 

5.0 

6.1 

472 

16.5 

none 

0.57 

7.2 

7.8 

5.9 

301 

17.8 

none 

0.59 

7.9 

9.1 

5.5 

414 

15.6 

none 

0.58 

7.8 

8.7 
8.1 

5.4 

322 

14.5 

none 

0.58 

8.1 

5.8 

386 

16.0 

none 

0.57 

8.1 

6.6 

6.6 

889 

18.2 

none 

0.63 

7.5 

6.1 

6.1 

1,759 

16.1 

none 

0.56 

7.8 

9.2 

5.4 

336 

15.6 

none 

0.58 

7.8 

7.7 
7.7 

5.4 

922 

8.0 

none 

0.56 

7.7 

5.5 

1,043 

13.2 

none 

0.53 

6.8 

7.5 

5.4 

1,343 

19.0 

6.25 

1.18 

* 

8.1 

5.2 

1321 

12.9 

4.50 

0.90a 

8.9 

7.6 

5.9 

230' 

22.5 

4.20 

0.76a 

7.6 

7.9 
8.0 

5.7 

206 

19.3 

4.20 

0.73a 

8.3 

5.6 

335 

20.0 

4.20 

0.73a 

7.5 

7.8 

5.6 

118 

20.4 

4.20 

0.83a 

,     8.2 

8.9 

5.7 

405 

20.2 

4.20 

0.68a 

7.1 

5.6 

4.7 

557 

4.8 

2.50 

0.74a 

7.8 

7.7 
7.6 

5.7 

284 

18.2 

4.20 

0.80a 

8.0 

5.7 

208 

19.4 

4.20 

0.67a 

7.4 

7.1 

5.6 

196 

18.3 

4.20 

0.91a 

7.7 

7.4 

5.6 

469 

17.7 

4.20 

0.95a 

7.7 

7.8 

5.5 

252 

18.5 

4.20 

0.89a 

7.9 

7.9 
7.8 

5.6 

118 

19.9 

4.20 

0.79a 

7.4 

5.8 

427 

13.1 

2.00b 

1.08 

7.9 

7.8 

5.7 

177 

19.6 

4.25 

0.73 

7.8 

7.6 

5.7 

731 

15.3 

4.25 

0.61 

7.6 

7.8 

5.6 

1,469 

19.0 

4.25 

0.61 

7.4 

7.6 
8.3 

6.2 

13,010 

19.5 

4.25 

0.59 

8.0 

5.7 

202 

18.5 

4.25 

0.71 

6.9 

6.6 

5.7 

159 

1      21.4 

4.25 

0.72 

8.1 

8.0 

6.5 

6.959 

18.8 

4.25 

0.62 

8.2 

8.2 

5.9 

1,292 

18.2 

4.25 

0.60 

7.7 

8.1 

5.7 

121 

19.6 

4.25 

0.77 

Flagship  Tax-Ex-Missouri  Double-A/Flagship 
Flagship  Tax-Ex-NC  Triple-A/Flagship 
Flagship  Tax-Ex-Ohio  Double-A/Flagship 
Flagship  Tax-Ex-Tenn  Double-A/Flagstiip 
Flagship  Tax-Ex-Virginia  Double-A/Flagsbip 

Fortress  Municipal  Income/Federated 
Franklin  Alabama  T-F  Inc-I/Franklin 
Franklin  Arizona  T-F  Inc-I/Franklin 
Franklin  Calif  Insured  T-F  Inc-I/Franklin 
Franklin  Calif  T-F  Inc-I/Franklin 

Franklin  Colorado  T-F  Inc-I/Franklin 
Franklin  Connecticut  T-F  Inc-I/Franklin 
Franklin  Federal  T-F  Inc-I/Franklin 
Franklin  Florida  T-F  Inc-I/Franklin 
Franklin  Georgia  T-F  Inc-I/Franklin 


'Fund  not  in  operation  for  full  period  or  did  not  meet  asset  mini  mum  for  full  period.     tClosed  to  new  investors,     a:  Net  of  absorption  of  expenses  by  fund 

sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Assets  include  sister  fund  ISI  Managed 

Municipal. 

Sources:  FORBES;  Upper  Analytical  Services;  Mormngstar,  Inc. 


Rules,  page  176.  Distributor  table,  page  260. 
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Evergre^fc^ 
Funds 


i^H 


*& 


Evergreen 
Foundation  Fund 

#/  Balanced  Fund. 

The  Evergreen  Foundation  Fund  (Y  shares)  outperformed  all  56  other 
balanced  funds  tracked  by  Upper  Analytical  Services,  an  independent  mutual 
funds  performance  monitor,  for  the  period  since  its  inception  on  January  2, 
1 990,  through  June  30, 1 995.  The  Fund  was  ranked  15  by  Upper  among  170 
balanced  funds  for  the  12  months  ending  June  30, 1995. 

Highest  Rating.  +*  +  +  + 

As  of  June  30, 1 995,  the  Evergreen  Foundation  Fund  (Y  shares)  earned 
Morningstar's  highest  rating  of  five  stars.  For  the  three-  and  five-year  periods 
ending  June  30, 1 995, 1 ,434  and  1 ,048  equity  funds  were  rated.  Morningstar 
proprietary  ratings  reflect  historical,  risk-adjusted  performance  as  of  June  30, 
1 995.  Ratings  subject  to  change  every  month.  Calculated  from  the  Fund's 
three-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with 
appropriate  fee  adjustments,  and  a  risk  factor  that  reflects  Fund  performance 
below  90-day  T-bill  returns.Ten  percent  of  the  funds  in  an  investment  category 
receive  five  stars. 

Consistent  Strategy. 

The  Evergreen  Foundation  Fund's  balanced  allocation  approach  seeks  to 
provide  growth,  along  with  reasonable  income  and  risk  protection. 

Ask  your  financial  adviser  about  Evergreen, 
or  call  for  a  prospectus  kit  and  more  information. 

1-800-807-2940  Ext.  201 

The  prospectus  contains  more  complete  information,  including  fees  and 
expenses,  and  should  be  read  carefully  prior  to  investing. 

Past  performance  is  no  guarantee  of  future  results. 

The  investment  advisers  to  the  Evergreen  Funds  are  the  Capital  Management 
Group  of  First  Union  National  Bank  of  North  Carolina  (FUNB-NC)  and 
Evergreen  Asset  Management  Corp.,  a  wholly  owned  subsidiary  of  FUNB-NC. 
The  Evergreen  Funds  are  distributed  by  Evergreen  Funds  Distributors,  Inc., 
which  is  independent  of  First  Union. 

Investments  in  the  Evergreen  Funds  are  not  endorsed  or  guaranteed  by 
First  Union,  are  not  deposits  or  other  obligations  of  First  Union,  are  not 
insured  or  otherwise  protected  by  the  FDIC,  the  Federal  Reserve  Board 
or  any  other  government  agency,  and  involve  investment  risks,  including 
possible  loss  of  principal. 


i:.iii:nHiJ:'i:iii:nuii:iii 


FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


Fund/distributor 


Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

Franklin  High  Yield  T-F  Inc-I/Franklin 
Franklin  Insured  T-F  Inc-I/Franklin 
Franklin  Louisiana  T-F  lnc-1/Franklin 
Franklin  Maryland  T-F  Inc-I/Franklin 
Franklin  Mass  Insured  T-F  Inc-I/Franklin 

Franklin  Mich  Insured  T-F  Inc-I/Franklin 
Franklin  Minn  Insured  T-F  Inc-I/Franklin 
Franklin  Missouri  T-F  Inc-I/Franklin 
Franklin  New  Jersey  T-F  Inc-I/Franklin 
Franklin  New  York  Insured  T-F  Inc-I/Franklin 

Franklin  New  York  T-F  Inc-I/Frankhn 
Franklin  North  Carolina  T-F  Inc-I/Franklin 
Franklin  Ohio  Insured  T-F  Inc-I/Franklin 
Franklin  Oregon  T-F  Inc-I/Franklin 
Franklin  Pennsylvania  T-F  Inc-I/Franklin 

Franklin  Puerto  Rico  T-F  Inc-I/Franklin 
Franklin  Texas  T-F  Inc-I/Franklin 
Franklin  Virginia  T-F  Inc-I/Franklin 
Galaxy  Tax-Exempt  Bond-Retail/Galaxy 
General  Calif  Municipal  Bond  Dreyfus 

General  Municipal  Bond/Dreyfus 
General  NY  Municipal  Bond/Dreyfus 
Hancock  Calif  Tax-Free  Inc-A'/Hancock 
Hancock  High  Yield  Tax  Free-A2/Hancock 
Hancock  Managed  Tax-Ex-A/Hancock 

Hancock  Tax-Exempt  Income-A/Hancock 
Hancock  Tax-Free  Bond-A3/Hancock 
Hawaiian  Tax-Free  Trust/Aquila 
Heartland  Group-Wisconsin  T-F/Heartland 
IDS  California  Tax-Exempt-A/Amer  Express 

IDS  High  Yield  Tax-Exempt-A/Amer  Express 
IDS  Insured  Tax-Exempt-A/Amer  Express 
IDS  Minnesota  Tax-Exempt-A/Amer  Express 
IDS  New  York  Tax-Exempt-A/Amer  Express 
IDS  Tax-Exempt  Bond-A/Amer  Express 

Invesco  T-F  Long-Term  Bond/lnvesco 
ISI  Managed  Municipal/ISI 
Kemper  California  T-F  Income-A/Kemper 
Kemper  Florida  T-F  Income-A/Kemper 
Kemper  Municipal  Bond-A/Kemper 


'Fund  not  in  operation  for  full  period  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new  investors,     a:  Net  of  absorption  of  expenses  by  fund 

sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Transamenca  California  Tax-Free 

Income,     formerly  Transamenca  High  Yield  Tax-Free,     formerly  Transamenca  Tax-Free  Bond.     'Assets  include  sister  fund  Flag  Investors  Managed 

Municipal. 

Sources:  FORBES:  Upper  Analytical  Services:  Mormngstar,  Inc. 


Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

6/90 

last 

% 

6/30/95 

average 

sales 

expenses 

to  6/95 

12 

months 

($mil) 

maturity 
(years) 

charge 

per 
$100 

8.3% 

8.8% 

5.7% 

7.7% 

7.6% 
9.1% 

5.6% 

$0.75 

8.6% 

6.7% 

$3,432 

20.1 

4.25% 

$0.61 

8.0 

7.6 

5.8 

1.671 

17.3 

4.25 

0.59 

7.6 

7.0 

5.8 

104 

19.6 

4.25 

0.76 

6.6 

8.4 

5.6 

160 

21.2 

4.25 

0.74 

7.8 

7.7 

7.4 

5.8 

292 

17.3 

4.25 

0.67 

7.7 

5.8 

1.064 

15.7 

4.25 

0.61 

7.4 

7.1 

5.7 

479 

16.8 

4.25 

0.66 

8.1 

8.0 

5.5 

234 

18.3 

4.25 

0.71 

7.8 

7.9 

5.6 

549 

19.5 

4.25 

0.64 

* 

8.7 
6.5 

5.4 

242 

22.8 

4.25 

0.59a 

8.3 

6.5 

4.695 

17.4 

4.25 

0.61 

7.6 

7.9 

5.6 

226 

19.2 

4.25 

0.71 

7.8 

7.5 

5.7 

658 

17.2 

4.25 

0.63 

7.5 

7.7 

5.5 

355 

18.5 

4.25 

0.66 

8.1 

7.9 
7.4 

6.0 

603 

17.3 

4.25 

0.64 

7.5 

6.0 

183 

18.3 

4.25 

0.74 

7.9 

7.1 

5.8 

130 

15.6 

4.25 

0.74 

8.0 

8.0 

5.7 

259 

18.4 

4.25 

0.70 

* 

7.7 

5.0 

118 

12.1 

none 

0.87a 

7.7 

7.6 
8.2 

5.7 

314 

21.9 

none 

0.78 

8.6 

5.8 

837 

23.1 

none 

0.87 

8.4 

6.1 

5.6 

313 

21.8 

none 

0.81a 

.      8.0 

8.1 

5.8 

334 

24.7 

4.50 

0.75a 

8.1 

8.6 

6.3 

171 

23.6 

4.50 

1.10 

7.8 

7.5 
7.2 

5.6 

224 

23.1 

4.50 

1.00a 

7.5 

5.8 

489 

23.1 

4.50 

1.07 

8.5 

6.8 

5.7 

190 

25.5 

4.50 

0.85a 

7.1 

7.7 

5.5 

653 

16.1 

4.00 

0.73a 

* 

7.9 

5.2 

112 

20.0 

none 

0.85 

7.3 

6.7 
8.2 

5.8 

241 

22.6 

5.00 

0.75 

7.4 

6.4 

6,134 

20.6 

5.00 

0.72 

7.8 

6.8 

5.6 

511 

23.1 

5.00 

0.76 

7.3 

6.8 

5.9 

407 

18.8 

5.00 

0.79 

7.6 

5.4 

5.9 

122 

22.8 

5.00 

0.79 

6.9 

6.8 
6.2 

5.7 

1,126 

20.1 

5.00 

0.74 

7.7 

5.3 

254 

9.6 

none 

0.90a 

7.2 

8.1 

5.2 

132*    ' 

12.9 

4.45 

0.90a 

7.7 

8.2 

5.4 

1.090 

19.7 

4.50 

0.75 

* 

9.1 

5.2 

120 

19.2 

4.50 

0.79 

8.5 

8.2 

5.5 

3,527 

18.5 

4.50 

0.65 

Rules,  page  176.  Distributor  table,  page  260. 
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Forbes  ■  August  28, 


Performance 

UP       DOWN 

—markets— 


Fund/distributor 


Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

Kemper  New  York  T-F  Income-A/Kemper 
Keystone  State  Tax-Free-Fla-A/Keystone 
Keystone  Tax-Free  Income-A/Keystone 
Legg  Mason  Maryland  T-F  Income/Legg  Mason 
Liberty  Municipal  Securities-A/Federated 

Limited  Term  T-E  Bond  of  America/American  Funds 
Lord  Abbett  Calif  T-F  Income/Lord  Abbett 
Lord  Abbett  Tax-Free  Inc-Conn/Lord  Abbett 
Lord  Abbett  Tax-Free  Inc-Florida/Lord  Abbett 
Lord  Abbett  Tax-Free  Inc-Missouri/Lord  Abbett 

Lord  Abbett  Tax-Free  Inc-Natl/Lord  Abbett 
Lord  Abbett  Tax-Free  Inc-NJ/Lord  Abbett 
Lord  Abbett  Tax-Free  Inc-NY/Lord  Abbett 
Lord  Abbett  Tax-Free  Inc-Texas/Lord  Abbett 
Lutheran  Brotherhood  Muni  Bond/Lutheran 

Mackenzie  Limited  Term  Muni-A/Mackenzie 
MainStay-Tax-Free  Bond-A/NYLife 
Merrill  Lynch  Calif  Muni-D/Memll 
Merrill  Lynch  Florida  Muni-D/Merrill 
Merrill  Lynch  Muni-lnsured-D/Memll 

Merrill  Lynch  Muni-Ltd  Maturity-D/Merrill 
Merrill  Lynch  Muni-National-D/Memll 
Merrill  Lynch  Muni  Intermed  Term-D/Merrill 
Merrill  Lynch  NJ  Muni  Bond-D/Merrill 
Merrill  Lynch  NY  Muni  Bond-D/Merrill 

Merrill  Lynch  Penn  Muni  Bond-D/Merrill 
MFS  Arkansas  Municipal  Bond-A/MFS 
MFS  California  Municipal  Bond-A/MFS 
MFS  Maryland  Municipal  Bond-A/MFS 
MFS  Massachusetts  Municipal  Bond-A/MFS 

MFS  Municipal  Bond-A/MFS 
MFS  Municipal  High  Income-A/MFS 
MFS  New  York  Municipal  Bond-A/MFS 
MFS  North  Carolina  Muni  Bond-A/MFS 
MFS  South  Carolina  Muni  Bond-A/MFS 

MFS  Tennessee  Municipal  Bond-A/MFS 
MFS  Virginia  Municipal  Bond-A/MFS 
MFS  West  Virginia  Muni  Bond-A/MFS 
Morgan  Grenfell  Muni  Bond/Morgan  Grenfell 
Munder  Tax-Free  Intermediate-AVMunder 

'Formerly  Ambassador  Tax-Free  Intermediate. 


Annualized 

otal  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

6/90 

last 

% 

6/30/95 

average 

sales 

expenses 

to  6/95 

12 
months 

(Smil) 

maturity 
(years) 

charge 

per 
$100 

8.3% 

8.8% 

5.7% 

7.7% 

7.6% 
7.3% 

5.6% 

$0.75 

8.4% 

5.4% 

$319 

19.2 

4.50% 

$0.81 

— * 

8.5 

5.6 

107 

18.9 

4.75 

0.75a 

6.9 

8.1 

5.3 

150 

20.0 

4.75 

1.17 

— * 

8.0 

5.2 

145 

15.6 

2.75 

0.54a 

7.7 

7.3 
6.7 

6.1 

724 

n 

4.50 

1.00 

* 

4.8 

193 

10.0 

4.75 

0.60a 

7.7 

6.7 

5.8 

302 

18.5 

4.75 

0.67a 

— * 

8.4 

5.9 

112 

19.3 

4.75 

0.49a 

* 

8.2 

5.6 

179 

20.9 

4.75 

0.32a 

— * 

7.7 
7.5 

5.7 

130 

17.9 

4.75 

0.60a 

7.7 

5.9 

648 

21.0 

4.75 

0.86 

— * 

8.0 

5.7 

190 

23.6 

4.75 

0.51a 

7.6 

7.1 

5.8 

335 

18.5 

4.75 

0.83 

8.2 

8.7 

5.8 

101 

17.8 

4.75 

0.50a 

8.1 

8.8 
6.4 

5.5 

619 

18.9 

5.00 

0.75 

* 

5.2 

110 

5.9 

3.00 

0.89a 

6.8 

5.8 

5.4 

530 

21.0 

4.50 

1.02 

7.4 

7.7 

5.8 

688 

19.9 

4.00 

0.72 

— * 

7.1 

5.5 

275 

24.8 

4.00 

0.78 

8.0 

B.4 

4.6 

5.6 

2.523 

21.4 

4.00 

0.67 

5.1 

3.8 

681 

1.1 

1.00 

0.50 

8.0 

8.0 

5.8 

1.504 

23.0 

4.00 

0.80 

7.0 

5.3 

5.4 

153 

11.9 

1.00 

0.93 

— * 

7.8 

5.5 

209 

22.0 

4.00 

0.79 

7.3 

5.3 
8.3 

5.7 

604 

18.3 

4.00 

0.78 

* 

5: 

152 

20.2 

4.00 

0.85 

— * 

5.1 

5.4 

194 

19.0 

4.75 

0.93 

7.5 

7.0 

5.7 

300 

17.3 

4.75 

0.69a 

6.3 

5.9 

5.4 

154 

17.9 

4.75 

1.21 

7.5 

6.9 
7.4 

5.9 

266 

17.6 

4.75 

1.17 

8.1 

5.6 

1.932 

16.7 

4.75 

0.61 

7.2 

8.6 

7.4 

1.067 

21.9 

t 

1.04 

8.2 

7.0 

5.3 

171 

19.0 

4.75 

1.08a 

6.8 

6.6 

5.2 

459 

18.9 

4.75 

1.16 

7.1 

7.0 

5.3 

183 

18.0 

4.75 

1.19 

7.0 

6.3 

5.4 

124 

18.3 

4.75 

1.22 

6.9 

6.9 

5.5 

453 

17.2 

4.75 

1.16 

7.4 

6.9 

5.4 

140 

18.0 

4.75 

1.19 

— * 

7.9 

5.7 

198 

7.7 

none 

0.55a 

6.0 

7.0 

4.0 

337 

8.0 

4.00 

0.98a 

>rbcs«  August  28,  1995 
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MUNICIPAL  BOND  FUNDS 


FUND  SURVEY 


Performance 

UP        DOWN 

—markets— 


Fund/distributor 


Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

Nationwide  Tax-Free  Income/Nationwide 
New  England  MassT-F  Income-A/New  England 
New  England  Tax-Exempt  Inc-A/New  England 
Northern  Funds-lntermed  Tax-Exempt/Sunstone 
Northern  Funds-Tax-Exempt/Sunstone 

Nuveen  Calif  Insured  T-F  Value-A/Nuveen 
Nuveen  Calif  T-F  Value-A/Nuveen 
Nuveen  Insured  Muni  Bond-A/Nuveen 
Nuveen  Municipal  Bond-A/Nuveen 
Nuveen  New  York  Insured  T-F  Value-A/Nuveen 

Nuveen  New  York  T-F  Value-A/Nuveen 
Nuveen  Ohio  T-F  Value-A/Nuveen 
Oppenheimer  Calif  Tax-Exempt-A/Oppenheimer 
Oppenheimer  New  York  Tax-Exempt-A/Oppenheimer 
Oppenheimer  Tax-Free  Bond-A/Oppenheimer 

Overland  Express  Calif  T-F  Bond-A/Overland 
Pacific  Horizon-Calif  T-E  Bond/Bisys 
Pacifica  California  Tax-Free/Eurman 
PaineWebber  California  T-F  Inc-A/PaineWebber 
PaineWebber  Municipal  High  Inc-A/PaineWebber 

PaineWebber  National  T-F  Income-A/PaineWebber 
Phoenix  Calif  Tax-Exempt  Bonds-A/Phoenix 
Phoenix  Multi-Tax-Exempt  Bond-A/Phoenix 
Pierpont  Tax-Exempt  Bond/JP  Morgan 
Pioneer  Tax-Free  Income-A/Pioneer 

Piper  Funds-Minnesota  T-E/Piper 
Premier  California  Muni  Bond-A/Dreyfus 
Premier  Municipal  Bond-A/Drevfus 
Premier  New  York  Muni  Bond-A/Drevfus 
Premier  State  Muni-Conn-A/Dreyfus 

Premier  State  Muni-Florida-A/Dreyfus 
Premier  State  Muni-Maryland-A/Dreyfus 
Premier  State  Muni-Mich-A/Dreyfus 
Premier  State  Muni-Minn-A/Dreyfus 
Premier  State  Muni-Ohio-A/Dreyfus 

Premier  State  Muni-Penn-A/Dreyfus 
T  Rowe  Price  Calif  T-F  Bond/Price 
T  Rowe  Price  Maryland  T-F  Bond/Price 
T  Rowe  Price  New  York  T-F  Bond/Price 
T  Rowe  Price  T-F  High  Yield/Price 


Annualized  total  return 

Yield 

6/90 

last 

% 

to  6/95 

12 
months 

8.3% 

8.8% 

5.7C 

7.7% 

7.6% 

5.6( 

7.4% 

7.5 

7.5 


8.0 
7.3 
8.6 
7.6 
8.3 

8.3 
8.2 
7.6 
7.8 

7.7 

8.0 
7.5 

* 

7.4 
7.7 

7.2 
7.3 
8.3 
7.3 
8.2 

7.9 
7.7 
8.9 
8.7 
7.7 

8.5 
8.0 
8.7 
8.2 
8.3 

8.6 
7.7 
7.9 
8.3 
8.4 


8.5 
7.6 
9.3 
8.3 
8.3 


7.0 
6.9 
7.7 
7.0 
6.6 


9.7 
7.3 
9.2 
7.6 
7.3 

8.6 
8.5 
8.1 
8.4 
6.8 


Assets       Weighted  Maximum  Annual 

6/30/95       average  sales  expenses 

($mil)        maturity  charge  per 

(years)  $100 


7.6% 

5.6% 

$0.75 

8.5% 

5.2% 

$255 

19.7 

5.00b% 

$0.99a 

7.6 

5.6 

116 

20.6 

4.25 

0.85a 

7.8 

5.5 

204 

21.1 

4.50 

0.95 

6.7 

4.0 

226 

5.8 

none 

0.85a 

7.6 

4.9 

117 

14.7 

none 

0.85a 

5.2 

206 

23.5 

4.50 

1.05a 

5.5 

215 

22.9 

4.50 

1.00a 

5.2 

764 

22.0 

4.50 

1.00a 

5.7 

2.763 

19.5 

4.50 

0.84 

5.1 

354 

21.2 

4.50 

1.05a 

5.4 

156 

22.6 

4.50 

1.00a 

5.3 

171 

20.6 

4.50 

1.00a 

5.9 

280 

23.3 

4.75 

0.96 

5.8 

755 

18.5 

4.75 

0.90 

5.8 

628 

22.1 

4.75 

0.88 

5.9 

285 

17.5 

4.50 

0.70a 

5.3 

194 

17.9 

4.50 

0.95a 

5.1 

162 

8.1 

4.50 

0.92a 

5.4 

229 

22.4 

4.00 

0.88 

6.1 

110 

20.3 

4.00 

1.13 

5.5 

478 

20.6 

4.00 

0.88 

5.9 

118 

23.3 

4.75 

0.93 

5.5 

149 

19.3 

4.75 

1.00 

4.7 

341 

7.3 

none 

0.72 

5.5 

465 

22.0 

4.50 

0.91 

5.6 

136 

20.6 

4.00 

0.95a 

5.5 

207 

20.4 

4.50 

0.90a 

6.0 

600 

22.2 

4.50 

0.92 

5.3 

205 

21.3 

4.50 

0.89a 

5.6 

374 

21.5 

4.50 

0.89a 

5.5 

278 

19.3 

4.50 

5.5 

337 

21.4 

4.50 

5.5 

194 

19.3 

4.50 

5.5 

169 

20.1 

4.50 

5.7 

305 

19.7 

4.50 

8.5 

5.6 

291 

22.3 

4.50 

7.7 

5.6 

132 

1      18.5 

none 

8.3 

5.6 

748 

17.2 

none 

7.9 

5.6 

123 

18.5 

none 

8.0 

6.2 

908 

20.1 

none 

'Fund  not  in  operation  for  full  period  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new  investors, 
sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 


0.90a 
0.90a 
0.92a 
0.90a 
0.92a 

0.92a 

0.60a 

0.57 

0.60a 

0.79 


a:  Net  of  absorption  of  expenses  by  fund 


Rules,  page  176.  Distributor  table,  page  260. 
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Funny  thing 
about  a 
nest  egg. 
You  cant 
sit  on  it. 


/e  understand  the  importance  of  your  nest  egg.  You  worked  hard  for  it.  You  nurtured  it.  But  sitting  on  it  won't  make  it  last. 
)ur  financial  advisor  can  help  you  make  the  right  decisions.  At  Kemper,  our  philosophy  is  that  diligence  and  a  disciplined 

fm  will  help  you  meet  your  retirement  goals.  For  40  years  our  Family  of  Funds  have  focused  on  a  long-term  investment 
proach  that  helps  build  and  preserve  tomorrows  today 
Talk  to  your  financial  advisor.  And,  for  ideas  about  making  smart  retirement  investing  choices,  get  our  "Investing  Your 
est  Egg"  brochure.  It's  free.  Just  call  1-800-KFS-5555,  extension  400. 


KEmPER 


muTuaL  Funos 


j 


We're  Building  Tomorrows  Today 


Before  you  invest  or  send  money,  carefully  read  the  Kemper  Fund  brochure  and  prospectus  containing  more  complete  information 
including  management  fees  and  expenses.  ®1995  Kemper  Distributors,  Inc.  233940 


MUNICIPAL  BOND  FUNDS 


FUND  SURVEY 


■■^■■■■M 


Performance 

UP        DOWN 

—markets— 


A 

D 

F 

A  + 

D 

B 

D 

B 

B 

D 

c 

B 
B 

A 


A  + 


Fund/distributor 


Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

T  Rowe  Price  T-F  Income/Price 
T  Rowe  Price  T-F  Short-Intermediate/Price 
T  Rowe  Price  Virginia  T-F  Bond/Price 
Princor  Tax-Exempt  Bond-A/Princor 
Prudential  Calif  Muni-Calif-A/Prudential 

Prudential  Calif  Muni-Income-A/Prudential 
Prudential  Muni  Bond-High  Yield-A/Prudential 
Prudential  Muni  Bond-lnsured-A/Prudential 
Prudential  Muni  Ser-Florida-A/Prudential 
Prudential  Muni  Ser-New  Jersey-A/Prudential 

Prudential  Muni  Ser-New  York-A/Prudential 
Prudential  Muni  Ser— Ohio-A/Prudential 

Prudential  Muni  Ser-Penn-A/Prudential 
Prudential  Natl  Municipals-A/Prudential 
Putnam  Arizona  T-E  Income-A/Putnam 

Putnam  Calif  T-E  Income-A/Putnam 
Putnam  Florida  T-E  Income-A/Putnam 
Putnam  Mass  T-E  Income  ll-A/Putnam 
Putnam  Mich  T-E  Income  ll-AVPutnam 
Putnam  Minn  T-E  Income  ll-A2/Putnam 

Putnam  Municipal  Income-A/Putnam 
Putnam  New  Jersey  T-E  Income-A/Putnam 
Putnam  New  York  T-E  Income-A/Putnam 
Putnam  New  York  T-E  Oppors-A/Putnam 
Putnam  Ohio  T-E  Income  ll-A3/Putnam 

Putnam  Pennsylvania  T-E  Income-A/Putnam 
Putnam  Tax-Exempt  Income-A/Putnam 
Putnam  Tax-Free  Income-Hi  Yield-A/Putnam 
Putnam  Tax-Free  Income-lnsured-A/Putnam 
Ranson  Managed-Kansas  Muni/Ranson 

Rochester  Fund  Municipals/Rochester 
Rochester  Limited-Term  NY  Muni-A/Rochester 
Safeco  Municipal  Bond/Safeco 
Scudder  Calif  Tax-Free/Scudder 
Scudder  High  Yield  Tax-Free/Scudder 

Scudder  Limited  Term  Tax  Free/Scudder 
Scudder  Managed  Muni  Bonds/Scudder 
Scudder  Massachusetts  Tax-Free/Scudder 
Scudder  Medium  Term  Tax-Free/Scudder 
Scudder  NY  Tax-Free/Scudder 


*Fund  not  in  operation  for  full  period  or  did  not  meet  asset  mini  mum  for  full  period,     t  Closed  to  new  investors,     a:  Net  of  absorption  of  expenses  by  fund 
sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available.     'Reflects  performance  of  Putnam  Michigan  Tax- 
Exempt  Income  I  prior  to  3/92  merger.     2Reflects  performance  of  Putnam  Minnesota  Tax-Exempt  Income  I  prior  to  3/92  merger.     3Reflects 
performance  of  Putnam  Ohio  Tax-Exempt  Income  I  prior  to  3/92  merger. 
Sources:  Forbes:  Upper  Analytical  Services;  Mormngstar,  Inc. 


Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

6/90 

last 

% 

6/30/95 

average 

sales 

expenses 

to  6/95 

12 
months 

($mil) 

maturity 
(years) 

charge 

per 
$100 

8.3% 

8.8% 

5.7% 

7.7% 

7.6% 

8.7% 

5.6% 

$0.75 

8.2% 

5.7% 

$1,327 

18.0 

none 

$0.59 

5.8 

5.8 

4.3 

449 

3.4 

none 

0.59 

* 

8.1 

5.4 

164 

18.3 

none 

0.65a 

7.8 

8.8 

5.5 

179 

22.2 

4.75% 

0.93 

7.6 

8.0 

8.4 

5.7 

174 

19.9 

3.00 

0.73 

_* 

6.4 

189 

19.9 

3.00 

0.38a 

7.8 

8.2 

6.7 

1,060 

20.8 

3.00 

0.70 

7.7 

8.1 

5.3 

635 

18.4 

3.00 

0.74 

* 

8.2 

5.9 

139 

20.0 

3.00 

0.20a 

8.0 

7.4 
7.8 

5.6 

299 

16.1 

3.00 

0.56 

8.1 

5.6 

326 

17.9 

3.00 

0.73a 

7.8 

7.3 

5.5 

114 

17.3 

3.00 

0.83a 

7.8 

7.3 

5.7 

253 

18.4 

3.00 

0.75a 

8.0 

7.8 

5.3 

681 

18.1 

3.00 

0.77 

* 

7.0 
8.5 

5.6 

155 

22.8 

4.75 

0.97 

8.0 

5.8 

3,558 

23.1 

4.75 

0.68 

* 

8.0 

5.5 

310 

22.4 

4.75 

0.91 

8.5 

7.7 

6.0 

294 

14.1 

4.75 

0.96 

7.3 

6.6 

5.8 

156 

22.6 

4.75 

0.99 

6.5 

6.9 
7.9 

5.7 

117 

21.1 

4.75 

1.03 

8.3 

6.1 

1,265 

22.0 

4.75 

0.95 

7.8 

6.9 

5.7 

296 

15.0 

4.75 

0.95 

'     7.9 

5.9 

5.8 

2,187 

23.6 

4.75 

0.75 

— * 

8.0 

6.0 

192 

23.9 

4.75 

0.98 

7.2 

7.4 
8.1 

5.8 

223 

20.0 

4.75 

0.99 

8.5 

5.8 

222 

21.7 

4.75 

0.92 

7.8 

6.7 

6.1 

2,426 

24.2 

4.75 

0.77 

7.9 

7.3 

6.7 

1,902 

22.8 

4.75 

0.88 

7.1 

8.3 

5.6 

561 

23.0 

4.75 

0.89 

* 

6.5 
8.4 

5.4 

130 

20.5 

4.25 

0.84a 

8.7 

6.3 

2,013 

20.6 

4.00 

0.73 

— * 

5.9 

5.4 

530 

3.9 

2.00 

0.84 

8.2 

9.3 

5.7 

468 

21.5 

none 

0.55 

8.3 

8.1 

5.0 

294 

16.0 

none 

0.80 

8.7 

8.1 
5.6 

6.0 

284 

17.4 

none 

0.80a 

* 

4.8 

117       , 

8.9 

none 

0.25a 

8.3 

8.1 

5.6 

741 

13.8 

none 

0.63 

8.8 

8.5 

5.4 

297 

14.4 

none 

0.47a 

7.9 

7.5 

5.0 

711 

8.5 

none 

0.70a 

8.4 

7.7 

5.0 

192 

15.5 

none 

0.82 
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Performance 

UP       DOWN 

—markets— 


. 


;' 


A+  F 


A+  D 


Fund/distributor 


Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

SeligmanTax-Exempt-Mass-A/Seligman 
SeligmanTax-Exempt-Michigan-A/Seligman 
SeligmanTax-Exempt-Minnesota-A/Seligman 
Seligman  Tax-Exempt-National-A/Seligman 
SeligmanTax-Exempt-Ohio-A/Seligman 

Seligman  Tax-Exempt-SC-A/Seligman 
Sentinel  Tax-Free  Income/Sentinel 
Sierra-Calif  Municipal-A/Gt  Western 
Sierra-National  Municipal-A/Gt  Western 
SIT  Tax-Free  Income/SIT 

Smith  Barney  Calif  Munis-AVSmith  Barney 
Smith  Barney  Inc-Tax-Ex  Inc-AVSmith  Barney 
Smith  Barney  Managed  Munis-AVSmith  Barney 
Smith  Barney  Muni-Calif-A/Smith  Barney 
Smith  Barney  Muni-Florida-A/Smith  Barney 

Smith  Barney  Muni-Ltd  Term-A/Smith  Barney 
Smith  Barney  Muni-National-A/Smith  Barney 
Smith  Barney  New  Jersey  Munis-AVSmith  Barney 
Smith  Barney  New  York  Munis-AVSmith  Barney 
Spartan  Calif  Muni  High  Yield/Fidelity 

Spartan  Conn  Muni  High  Yield/Fidelity 
Spartan  Florida  Muni  Income/Fidelity 
Spartan  Intermediate  Muni/Fidelity 
Spartan  Municipal  Income/Fidelity 
Spartan  New  Jersey  Muni  High  Yield/Fidelity 

Spartan  New  York  Muni  High  Yield/Fidelity 
Spartan  Penn  Muni  High  Yield/Fidelity 
Spartan  Short-Intermediate  Muni/Fidelity 
Stagecoach  Calif  T-F  Bond-A/Stagecoach 
State  Street  Research  Tax  Ex-A/State  Street 

SteinRoe  High  Yield  Municipals/Stem  Roe 
SteinRoe  Intermed  Municipals/Stein  Roe 
SteinRoe  Managed  Municipals/Stem  Roe 
Strong  High  Yield  Muni  Bond/Strong 
Strong  Municipal  Bond/Strong 

Strong  Short-Term  Muni  Bond/Strong 
SunAmerica  Tax-Exempt  Insured-A/SunAmerica 
Tax-Exempt  Bond  Fund  of  America/American  Funds 
Tax-Exempt  Fund  of  California/American  Funds 
Tax-Free  Fund  of  Colorado/Aquila 

'Formerly  Smith  Barney  Shearson  funds. 


Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

6/90 

last 

% 

6/30/95 

average 

sales 

expenses 

to  6/95 

12 
months 

($mil) 

maturity 
(years) 

charge 

per 
$100 

8.3% 

8.8% 

5.7% 

7.7% 

7.6% 

7.6% 

5.6% 

$0.75 

8.0% 

5.5% 

$115 

17.5 

4.75% 

$0.87 

7.8 

7.6 

5.5 

152 

17.6 

4.75 

0.85 

7.4 

7.0 

5.8 

135 

14.8 

4.75 

0.86 

7.3 

8.3 

5.3 

108 

26.3 

4.75 

0.86 

7.7 

7.5 

5.5 

171 

17.5 

4.75 

0.82 

7.5 

8.2 

5.2 

113 

17.8 

4.75 

0.89 

— * 

6.6 

5.2 

106 

10.9 

5.00 

0.83 

7.3 

7.6 

5.8 

410 

21.1 

4.50 

0.88a 

— * 

6.3 

5.9 

272 

19.3 

4.50 

0.91a 

7.4 

7.6 
9.1 

5.7 

251 

14.4 

none 

4.00 

0.79a 

8.4 

5.6 

543 

22.7 

0.79 

7.5 

7.7 

5.9 

981 

22.7 

4.00 

0.87 

10.1 

11.0 

5.9 

2.380 

24.0 

4.00 

0.71 

8.1 

8.2 

6.0 

166 

21.2 

4.00 

0.68 

— * 

8.7 
6.9 

5.8 

112 

23.8 

4.00 

0.69 

7.1 

5.6 

265 

7.7 

2.00 

0.69 

8.7 

8.6 

6.2 

413 

23.2 

4.00 

0.68 

8.2 

8.2 

5.6 

162 

21.2 

400 

0.88 

7.7 

7.9 

5.9 

661 

21.0 

4.00 

0.78 

7.7 

7.3 
8.0 

5.9 

394 

18.7 

none 

0.55 

7.5 

5.9 

343 

17.8 

none 

0.55 

* 

8.9 

5.4 

371 

17.0 

none 

0.54a 

* 

7.2 

5.0 

210 

8.0 

none 

0.39a 

8.1 

8.3 

5.9 

571 

14.8 

none 

0.55 

8.1 

8.2 

5.7 

357 

15.5 

none 

0.55 

8.2 

8.9 

5.7 

316 

15.6 

none 

0.55 

8.7 

8.7 

6.2 

273 

17.0 

none 

0.55 

6.1 

5.7 

4.3 

898 

3.2 

none 

0.55 

— * 

7.9 

5.3 

289 

16.0 

4.50 

0.85a 

7.2 

6.2 
8.5 

5.1 

271 

18.0 

4.50 

1.16 

7.0 

5.8 

281 

18.5 

none 

0.81 

7.4 

6.6 

4.9 

212 

8.3 

none 

0.75a 

7.6 

7.1 

5.8 

628 

16.1 

none 

0.72 

— * 

8.0 

7.6 

182 

16.2 

none 

0.00a 

7.7 

5.1 
0.9 

5.7 

293 

20.1 

none 

none 

0.84 

_* 

4.9 

141 

1.6 

0.79 

6.0 

8.5 

5.1 

161 

16.9 

4.75 

1.20a 

8.0 

8.8 

5.8 

1,400 

19.8 

4.75 

0.69 

7.9 

8.4 

5.5 

229 

21.4 

4.75 

0.71 

7.6 

7.1 

5.3 

216 

10.4 

4.00 

0.63a 
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MUNICIPAL  BOND  FUNDS 


FUND  SURVEY 


Performance 

UP       DOWN 

—markets— 


A+ 
A+ 


A  + 


240 


A+ 
A  + 


A  + 

F 

C 

A 

B 

D 

B 

D 

F 

A  + 

D 

A 

B 

° 

Fund/distributor 


Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

Tax-Free  Trust  of  Arizona/Aquila 
Tax-Free  Trust  of  Oregon/Aquila 
Thornburg  Intermediate  Muni-A/Thornburg 
Thornburg  Ltd-Term  Muni-Calif-A/Thornburg 
Thornburg  Ltd-Term  Muni-National-A/Thornburg 

Thornburg  New  Mexico  Intermed  Muni-A/Thornburg 
United  Municipal  Bond/Waddell 
United  Municipal  High  Income/Waddell 
USAA  Tax-Exempt-Calif  Bond/USAA 
USAA  Tax-Exempt-lntermediate/USAA 

USAA  Tax-Exempt-Long-Term/USAA 

USAA  Tax-Exempt-Short-Term/USAA 

USAA  Tax-Exempt-Virginia/USAA 

UST  Master  Tax-Exempt-lntermediate/Edgewood 

Value  Line  Tax-Exempt-High  Yield/Value  Line 

Van  Kampen  Calif  Insured  T-F-A/Van  Kampen 
Van  Kampen  Insured  Tax-Free-A/Van  Kampen 
Van  Kampen  Municipal  Income-A/Van  Kampen 
Van  Kampen  Penn  Tax-Free  Income-A/Van  Kampen 
Van  Kampen  Tax  Free  High  Inc-A/Van  Kampen 

Vanguard  Calif  T-F-lnsured  Intermed/Vanguard 
Vanguard  Calif  T-F-lnsured  L-T/Vanguard 
Vanguard  Florida  Tax-Free/Vanguard 
Vanguard  Muni  Bond-High  Yield/Vanguard 
Vanguard  Muni  Bond-Insured  L-T/Vanguard 

Vanguard  Muni  Bond-lntermed/Vanguard 
Vanguard  Muni  Bond-Ltd  Term/Vanguard 
Vanguard  Muni  Bond-Long-Term/Vanguard 
Vanguard  Muni  Bond-Short-Term/Vanguard 
Vanguard  NJ  Tax-Free-Insured  L-T/Vanguard 

Vanguard  New  York  Tax-Free/Vanguard 
Vanguard  Ohio  Tax  Free-Insured  L-T/Vanguard 
Vanguard  Penn  Tax-Free-Insured  L-T/Vanguard 
Vista  New  York  Tax-Free  Income-A/Vista 
Voyageur  Arizona  Insured  Tax-Free-A/Voyageur 

Voyageur  Colorado  Tax-Free-A/Voyageur 
Voyageur  Florida  Insured  Tax-Free-A/Voyageur 
Voyageur  Minnesota  Insured-A/Voyageur 
Voyageur  Minnesota  Tax-Free-A/Voyageur 
Wm  Penn  Interest  Income-Penn  T-F/Penn  Square 


Annualized  total  return 
6/90  last 

to  6/95  12 

months 


8.3% 
7.7% 

7.7% 
7.3 

* 

6.3 

6.6 


8.7 
9.0 
7.6 
7.7 

7.7 
5.5 

7.7 
7.3 

7.9 
8.0 

8.3 
5.6 


9.0 

8.5 

8.4 
6.3 
8.8 
4.9 
8.4 


8.5 
8.6 
8.4 
8.6 


7.8 

7.7 
7.8 


7.3 
5.2 


8.2 


8.2 

8.0 
7.8 
7.1 
9.1 

8.6 
9.3 
7.5 
7.3 
8.3 


Yield          Assets       Weighted  Maximum  Annual 

%           6/30/95       average  sales  expenses 

($mil)        maturity  charge  per 

(years)  $100 


8.8% 

5.7% 

7.6% 

5.6% 

$0.75 

7.9% 

5.5% 

$381 

14.3 

4.00% 

$0.74a 

7.5 

5.4 

309 

15.6 

4.00 

0.71a 

7.4 

5.3 

216 

8.4 

3.50 

1.00a 

5.1 

4.6 

100 

4.1 

2.50 

1.00a 

5.8 

4.8 

939 

3.9 

2.50 

0.96 

7.1 

4.6 

139 

6.9 

3.50 

1.00a 

9.5 

5.4 

964 

18.5 

4.25 

0.67 

8.9 

6.6 

378 

22.0 

4.25 

0.79 

9.0 

5.8 

383 

23.9 

none 

0.44 

7.6 

5.6 

1,559 

9.0 

none 

0.40 

6.1 

1,751 

25.8 

none 

4.6 

783 

2.9 

none 

5.8 

244 

22.2 

none 

4.3 

245 

9.8 

4.50 

5.4 

225 

17.6 

none 

7.7 

5.3 

163 

17.6 

3.25 

0.78a 

7.9 

5.6 

1,226 

18.5 

4.75 

0.88 

7.2 

5.9 

681 

20.8 

4.75 

0.99 

7.3 

5.6 

259 

20.5 

4.75 

0.90a 

7.8 

6.9 

757 

20.7 

4.75 

0.87 

6.8 

5.0 

168 

6.9 

none 

0.19 

8.3 

5.6 

904 

15.2 

none 

0.19 

8.1 

5.3 

358 

18.5 

none 

0.22 

8.7 

6.1 

1,792 

15.8 

none 

0.21 

8.8 

5.8 

1,903 

15.0 

none 

0.21 

7.3 

5.3 

5,243 

8.0 

none 

0.21 

5.8 

4.4 

1,664 

2.5 

none 

0.21 

8.9 

5.8 

1,026 

15.6 

none 

0.21 

4.6 

3.8 

1,435 

1.2 

none 

0.21 

8.5 

5.5 

731 

11.9 

none 

0.21 

5.5 

784 

12.4 

none 

5.4 

175 

11.3 

none 

5.7 

1,451 

11.7 

none 

5.1 

110 

16.5 

4.50 

5.3 

243 

16.7 

4.75 

5.4 
5.4 
5.3 
5.4 
5.9 


392 
244 

309 

447 
112 


20.9 
18.9 

18.1 
20.4 
10.7 


3.75 
4.75 
4.75 
4.75 
4.75 


0.22 
0.23 
0.20 
0.76 
0.90a 

0.80a 

0.75a 

0.95a 

0.91 

0.85a 


0.38 

0.42 

0.50 

0.61a 

0.61 


*Fund  not  in  operation  for  full  period  or  did  not  meet  asset  minimum  for  full  period.     tClosed  to  new  investors, 
sponsor,     b:  Includes  back-end  load  that  reverts  to  distributor.     NA:  Not  applicable  or  not  available. 
Sources:  FORBES;  Upper  Analytical  Services;  Morningstar,  Inc. 
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DYNAMIC  JAPANESE  COMPANIES  ARE 
RIDING  THE  WAVE  OF 
BUSINESS  INNOVATION 
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USK  Corporation 

Housing  construction  and 
land  development 


KVK  Corporation 

Dedicated  faucet  manufacturer 

6 

Nissen  Co.,  Ltd. 

Mail/telephone-order  company 


Square  Co.,  Ltd. 

Developer  of  game  software 

8 

Nichiei  Co.,  Ltd. 

Nonbank  serving  small  companies 

10 

Maruko  Co.,  Ltd. 

Retailer  of  women's  contouring 
underwear 

12 

Tescon  Co.,  Ltd. 

Manufacturer  of  IC  pick  and 
placers/test  equipment 
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'typical  stocks  that  NRI  (Nomura  Research 
Institute)  Investigate 


DYNAMIC  JAPANESE  COMPANIES  ARE 
RIDING  THE  WAVE  OF 
BOSINESS  INNOVATION 

Last  year,  106  companies  registered  their  shares  on  the  over- 
the-counter  market,  hitting  an  all-time  high.  This  market  for  Japan's 
typical  emerging  companies  will  see  total  registrations  of  at  least  130 
in  1995.  With  the  lifting  of  the  limit  on  the 
pace  of  new  registrations  in  April  this  year, 
the  line  of  companies  to  go  public  is  length- 
ening. The  health  of  the  OTC  market  is  in  part 
a  reflection  of  the  strength  of  companies  that 
have  head  offices  in  regional  cities.  The  OTC 
market  predicts  it  will  see  more  companies 
from  emerging  industries,  reflecting  the 
changing  structure  of  the  Japanese  economy, 
and  more  unique  fast-growing  companies  re- 
lying on  domestic  niche  markets. 

The  market  capitalization  of  the  first 
section  of  the  Tokyo  Stock  Exchange  (the 
bourse  for  Japan's  major  corporations)  declined  from  its  peak  at  the 
end  of  1989  at  ¥591  trillion  to  ¥342  trillion  at  the  end  of  1994,  and 
down  to  ¥263  trillion  at  the  end  of  June  1995.  On  the  contrary,  the 
market  capitalization  of  the  OTC  market  rose  from  ¥12.2  trillion  at 
the  end  of  1989  to  ¥14.6  trillion  at  the  end  of  1994  (¥10.9  trillion  at 
the  end  of  June  1995).  Thus,  the  growing  companies  registered  on 
the  OTC  market  draw  the  keen  attention  of  investors. 

Meanwhile,  the  regulations  on  the  OTC  market  have  been 
eased.  The  criteria  for  profitability  that  prohibit  loss-making  venture 
companies  from  going  public  were  removed  from  the  registration 
requirements  of  the  Second  OTC  market,  inaugurated  in  July  1995. 
The  eased  registration  requirements  pave  the  way  for  public  share 
offerings  by  those  start-up  companies  in  deficit.  This  has  been  a  com- 
mon practice  in  the  U.S.  NASDAQ,  and  it  has  finally  enabled  Japanese 
venture  companies  in  the  red  to  raise  funds  from  the  capital  markets. 
However,  it  is  true  that  a  one-sided  relaxation  of  the  entry  rule  to  the 
OTC  market  could  increase  investment  risks.  Thus,  Japan's  OTC 
market  is  considering  how  the  market  could  make  it  possible  to  raise 
risk  capital  thorough  a  careful  review  of  the  system  and  regulations 
of  the  market  to  balance  the  easing  of  entry  regulations. 

First,  for  fair  price  formation  of  the  initial  offering  price, 
Japan's  OTC  market  should  adopt  the  book-build  formula  of  the  U.S. 
to  replace  the  current  auction  system.  Second,  it  is  important  to  im- 
prove the  disclosure  system.  In  this  respect,  the  second  OTC 
market  has  imposed  stricter  disclosure  obligations  by  submitting 
quarterly  progress  reports  on  business  activities  and  compiling 
annual  financial  statements  for  the  past  two  years.  Information  about 
a  company's  management  capability  and  management  strategy  has 
to  be  provided  because  personnel  factors  often  hold  the  key  to  deter- 
mining the  success  of  venture  companies.  Risk  infor- 
mation concerning  any  factors  that  could  lead  to  the 
failure  of  their  ventures  has  to  be  provided.  Third, 
investors  will  have  to  improve  their  capability  of  analy- 
sis and  evaluation. 

Expectation  is  high  for  the  reform  of  the 
Japanese  OTC  market  as  a  means  to  foster  innovative 
industries  in  the  next  generation,  particularly  when 
major  companies  are  struggling.  More  than  ever 
Japan's  growing  companies  will  draw  the  attention  of 
the  world. 

Dynamic  Japanese  Companies — Special  Advertising  Supplement,  1995,  was 
planned  and  produced  by  Nomura  Investor  Relations  Co.,  Ltd.,  Tokyo,  Japan. 
Nomura  Investor  Relations  Co.,  Ltd.  and  Nomura  Research  Institute,  Ltd.  are 
offering  an  IR  Information  Service,  "Japanese  Corporate  Information"  through 
Internet.  For  further  information,  contact 
"URL:http://www.infojapan.com/infobiz/IR-info/". 
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USK,  specializing  in  housing  construction 

and  land  development,  thrives  on  a  combination 

of  computer  technology  and  an  indigenous 

culture  of  housing  construction. 
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^K  takes  geographical  advantage 
its  residential  land  development 
"the  northern  part  ot  Kanto  region, 
ideal  location  for  commuters  to 
j  Tokyo  Metropolitan  area.  It  has 
edge  in  developing  farmland  for 
nversion  into  residential  lots  by 
cing  advantage  of  a  provision  of 
;  law  and  tax  breaks.  USK  plans 
boost  production  of  building 
iterial  under  the  US  "two-by- 
ir"  standard,  proved  earthquake- 
iistant  in  the  Kobe  earthquake. 

rhe  winds  of  recession  battering 
many  Japanese  corporations  have 
not  touched  USK,  a  medium-sized 
company  specializing  in  housing 
construction  and  development  of 
suburban  residential  lots  in 
Tochigi  Prefecture,  in  the  rapidly 
expanding  northern  part  of  Kanto 
region  near  the  Tokyo  Metropolitan 
.  Since  its  foundation  in  1969,  USK  has  im- 
;ed  sales  and  profits  for  27  consecutive  years 
larch  1995.  The  first  company  in  the  housing 
or  in  Tochigi  Prefecture,  USK's  stock  was 
d  on  the  second  section  of  the  Tokyo  Stock 
hange  in  October  1994.  "Our  philosophy  is 
ds-on  construction.  We  make  full  use  of  a  tra- 
jnal  and  reasonable  system  of  local  building 
:ontractors  who  have  a  close  connection 
local  community,"  says  President  Masashi 
itsu.  USK  can  offer  customized  houses  in 
me  because  its  operations  are  highly 
puterized.  Applying  computer  technology  to 
ing  construction  gives  USK  a  competitive 
:  over  other  housing  companies. 


ine  with  the  company's  policy  of  "doing  every- 
g  by  ourselves,"  USK  acquires  land,  develops  it 
esidential-lots  including  road  and  sewerage 


Osaka 


Tochigi 
Tokyo 


ers  to  save  on  acquisition  costs.  Sales  of  residential 
lots  and  customized  houses  at  Tomatsuri  Third 
Green  Hill  and  Takeshi  New  Town  boosted  USK's 
turnover  13%  to  ¥20.97  billion  in  the  fiscal  year  to 
March  1995.  Newly  developed  prototype  low-cost 
houses  called  "Require"  met  with  an  enthusiastic  re- 
sponse from  the  market.  Computer  graphics  at  the 
showroom  "USK  Plaza  21"  enable  prospective  buyers 
to  simulate  interior  decoration  with  different  color 
combinations  of  rugs  and  paint. 


U: 


Masashi  Nakatsu 

President 


construction,  designs  houses  and  sells  custom- 
built  houses.  USK's  strength  lies  in  the  develop- 
ment of  farmland  and  forestland  designated  as 
"adjusted  areas"  where  all  land  transactions  must 
be  authorized  by  local  governments  to  stem  land 
development  without  order.  These  plots  are  much 
cheaper  than  the  residential  land  because  of  pref- 
erential taxes  on  farmland  and  forestland.  The 
National  Land  Law  puts  a  ceiling  on  land  prices, 
but  the  floor  is  not  subject  to  regulation.  Thus, 
farmland  and  forestland  with  no  major  roads  are 
traded  at  a  steep  discount.  USK  takes  advantage 
of  a  provision  in  the  law  that  allows  conversion  to 
residential  land  only  if  the  size  is  50,000  square 
hectares  or  larger  and  is  next  to  the  adjusted  area. 
USK's  prowess  lies  in  its  ability  to  revive  the 
farmland  and  forestland  in  the  adjusted  area, 
which  otherwise  has  no  commercial  value,  into 
an  attractive  commodity  by  building  roads, 
sewerages,  parks  and  schools.  Major  developers 
usually  employ  local  agents  or  brokers  to  do  the 
spade  work  in  negotiations  with  land  owners. 
Though  this  is  a  time-consuming  and  tedious 
task,  USK  negotiates  directly  with  farmland  own- 


SK's  computer  business,  launched  in  1976,  has 
developed  various  construction-related  software, 
including  a  cost-estimate  system.  A  program  called 
"WinAssist"  helps  the  user  control  estimating 
the  building  cost,  construct  the  houses  and  monitor 
sales,  management  and  customer  services.  Most  of 
the  530,000  registered  building  subcontractors  na- 
tionwide are  small  outfits  with  an  average  of  11.5 
employees,  and  they  find  it  difficult  to  compete 
against  the  big  construction  companies  because 
of  a  lack  of  management  know-how.  To  assist  these 
small  builders,  USK  started  marketing  "WinAssist" 
last  year.  These  programs  will  contribute  to  the 
formation  of  a  nationwide  network  of  building  sub- 
contractors and  expansion  of  building  materials 
based  on  "two-by-fours" — timber  cut  to  the  US 
standard  of  two  inches  by  four  inches. 
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ver  the  next  two  years,  USK  is  planning  to 
triple  output  of  "two-by-four"  building  materials. 
Production  capacity  of  building  materials  at  the 
company's  "USK  Technology  Center"  will  grow 
to  1,000  houses  from  the  current  600.  A  second 
plant  of  two-by-four  building  material  that  will  be 
sold  through  the  network  of  subcontractors,  is 
scheduled  for  construction  in  1997.  "Two-by-four" 
houses  proved  strongly  earthquake-resistant  in 
the  devastating  Kobe  earthquake  early  this  year, 
drawing  great  interest  from  subcontractors. 


ta 

March  31, 1995) 
t  Sales 

Ordinary  Income 
■let  Income 

Income  Per  Share: 
7 

dend  Per  Share: 

DO 

irn  on  Equity: 


16,134    1784°    18<563 


20,975 


22,300 


2,757      2,783 


2,881 


2,443 


2,063 


977 


1,014 


1,400 


1,420 


1,498 


Date  of  Establishment:  March  26, 1969 

Total  Assets:  ¥34,490  million 

Number  of  Shares  Outstanding:  18,575  thousands 

Month  of  Stock-Exchange  Listing:  October  20, 1994 

Markets:  Tokyo  Stock  Exchange  (the  Second  Section):  1796 

Number  of  Employees:  389 


|  II   USK  Corporation 
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Address:  737-1  Komanyu-cho,  Utsunomiya-Cifv  Toe   jt  320,  Japan 
Telephone:  0286-27-7777 
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Dynamic  Japanese  Companies 

KVK,  dedicated  faucet  manufacturer, 

has  an  unrivaled  market  share  and  is 

poised  for  further  growth  with  the  start 

of  an  integrated  operation  in  China. 


KVK  is  taking  advantage  of  an  in- 
crease in  demand  for  housing  con- 
struction and  renovation,  an  unrivaled 
position  in  a  growing  market  with 
no  new  entry  of  competitors,  higher 
yen  benefit  on  its  import  of  raw  mate- 
rial, and  a  general  trend  among 
consumers  to  seek  more  amenities. 
But  it  also  has  an  uncommon  ability 
to  move  fast  in  response  to  changes 
in  lifestyle  and  technological 
development. 

KVK  has  established  an 
unshakable  position  as  a 
manufacturer  of  faucets  for 
kitchens,  bathrooms  and 
similar  areas,  thanks  to  its 
accumulated  expertise  and 
technology  as  well  as  its 
alertness  to  changes  in  the 
living  environment  and  the 
needs  of  society.  Founded  in  1939,  KVK  is  the 
second-largest  manufacturer  in  Japan's  faucet/ 
flush  valve  industry.  It  holds  market  share  of 
23%  in  the  domestic  market  (fiscal  year  to 
March  1995).  Starting  with  its  introduction  of 
hot-water  systems  in  1968,  KVK  has  developed  a 
wide  variety  of  new  products  such  as  hot-water 
mixing  faucets  with  an  easy-to-use  single  lever 
(one  item  incorporating  a  water  purifier  and 
another  equipped  with  a  foaming  shower 
designed  to  prevent  splashing). 
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espite  the  background  of  weak  private 
demand,  Japanese  housing  construction,  a  key 
determinant  in  the  direction  of  the  faucet 
industry,  grew  steadily  in  the  previous  fiscal 
year  to  March  1995,  prompted  largely  by  lower 
costs,  falling  land  prices  and  lower  mortgage 
rates.  Housing  construction  starts,  particularly 
with  owner-occupied  homes  and  condomini- 
ums, grew  by  3.4%  over  the  previous  year  to 
1.56  million  units.  Recovery  of  housing  starts 
was  a  boon  to  a  specialized  faucet  maker  like 
KVK.  In  addition,  there  has  been  a  growing 
demand  for  the  renovation  of  houses  built  20  or 
more  years  ago,  and  for  refurbishment  and 
remodeling  of  dwellings.  A  further  boost  to 
demand  comes  from  an  increase  in  the  number 
of  two-household  dwellings,  which  require  the 
duplication  of  all  basic  fittings.  To  meet  the 
changing  needs  of  society,  KVK  has  launched 
such  products  as  thermostatic-type  hot-water 
mixing  faucets  incorporating  showers  in  which 
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Kazuhiro  Kitamura 

President 


further  strengthened  by  the  start  of  operatior 
plating  and  assembly  lines  in  March  1995, 
serving  as  a  principal  plant  capable  of  inte- 
grated production.  KVK  has  now  shifted  the 
whole  production  capacity  of  simple  faucets, 
370,000  units  a  month,  to  its  Dalian  plant. 
Manufacturing  there  is  expected  to  bring  the 
company  a  considerable  cost  advantage.  All  o 
the  390  employees  recruited  in  China  are 
receiving  six  months  of  training  to  high 
standards  in  Japan,  ensuring  that  the  local  st  ["' 
becomes  thoroughly  conversant  with  them.   J 
KVK  took  an  early  lead  in  overseas  manufactrr 
ing  in  the  industry.  For  example,  while  TOTC  r 
the  largest  maker,  is  planning  overseas 
manufacturing  next  year,  KVK  is  the  first  in  if 
industry  to  conduct  all  processes  from 
integrated  production  to  sales  in  China.  In  vi- 
of  the  remarkable  improvement  in  living 
standards  in  China  and  Southeast  Asia,  a  sale  ]  " 
subsidiary  set  up  in  Dalian  is  scheduled  to  sti( 
full-scale  sales  activities  this  year. 


hot-water  temperature  is  maintained  at  a  fixed 
level,  even  when  water  pressure  changes,  and 
automatically  shut-off  when  the  water  reaches  a 
certain  volume.  Sales  of  hot-water  mixing 
faucets  incorporating  showers  increased  by  15% 
to  account  for  47%  of  the  total  in  the  previous 
fiscal  year. 
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VK  has  established  new  integrated  manufac- 
turing operations  by  handling  them  in-house 
from  production  of  functional  components  and 
inspection  of  finished  goods  to  distribution  of 
products.  To  promote  integrated  production, 
KVK  employed  fully  automated  casting  lines, 
dedicated  machining  equipment  such  as  NC 
and  MC  machinery,  and 
fully  automated  nickel- 
chrome  plating  equip- 
ment. KVK  has  signifi- 
cantly expanded  its 
production  capacity  at  its 
three  integrated 

manufacturing  plants:  ■■■■»„        » 

Hidafurukawa  plant  in  *■"  "  '  IV  ■ 

Gifu  Prefecture,  Dalian 
plant  in  China  and  its 
main  plant.  Hidafurukawa 
plant  began  its  processing 
operations  in  August 
1994.  The  Dalian  plant, 
which  launched  manufac- 
turing in  1991,  was 


LVK's  strength  also  lies  in  its  sales  structu- 
KVK  has  two  powerful  sales  channels.  First,  I 
company  secured  a  stable  sales  channel  to 
leading  domestic  fittings  manufacturers  suet 
Matsushita  Electric  Works,  Tostem  and 
Cleanup.  The  faucets  for  modular  bathrooms:' 
system  kitchens,  and  washing  fittings  are  no> 
produced  in-house  by  them,  but  are  supplied 
almost  exclusively  by  KVK.  President  Kazuhi 
Kitamura  notes  that  the  rich  product  lineup: 
quality  and  precision  of  KVK's  products  won 
high  regard  from  fittings  manufacturers.  In  i 
previous  fiscal  year,  sales  through  this  chanr 
rose  16%  to  account  for  56.7%  of  the  total 
turnover,  an  increase  of  2  percentage  points  i 
over  the  previous  year.  Sales  through  this 
channel  will  further  be  enhanced  in  the  curr 
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Thermostatic  shower 


al  year,  ending  March  1996,  to  account  for 
$96  of  total  turnover.  The  second  channel  is 
tionwide  network  of  agents  to  control 
ibutors  that  sell  to  end  users  through 
nbing  companies.  Sales  through  this 
inel  advanced  6.5%  to  account  for  39.9%  of 
1  turnover  in  the  previous  fiscal  year.  "Sales 
»ugh  this  channel  will  be  buoyed  by  growing 
land  for  renovation  of  homes,"  says 
^ident  Kitamura,  who  counts  half  of  Japan's 

1  of  46  million  dwellings  in  the  renovation 
ket.  The  size  of  this  market  is  projected  at 

2  trillion  in  the  year  2000  when  demand  for 
ets  and  related  products  will  grow  to  ¥32 
sn-¥42  billion,  an  increase  of  40%  from 

I  levels. 


sident  Kitamura  says,  "I  wonder  if  I 
ild  find  a  new  business  paradigm.  I  feel  that 
entional  management  in  the  quest  for 
er  growth  with  volume  production  has 
e  to  an  impasse."  He  thinks  that  Japan  has 
red  into  a  period  of  more  moderate  and 
e  economic  growth  as  indicated  by  the 
itics  of  annual  housing  construction  starts, 
» from  1.7  million  units  in  the  late  1980s 
ound  1.5  million  units  in  recent  years.  "In 
ays  of  moderate  economic  growth,"  says 
nura,  "it  is  most  likely  that  we  will  have  to 
jce  a  wide  variety  of  products  in  small  lots, 
at  case,  I  wonder  if  something  like  the 
lan  system  or  the  just-in-time  system — 
ed  by  Toyota  Motor  in  the  1960s — could 
le  production  control.  Though  Toyota 
ed  the  Kanban  system  only  to  its  produc- 
>rocesses  I  wonder  if  this  Kanban  system 
1  apply  to  the  whole  process,  from  product 
opment  to  distribution  to  manufacturing." 
has  already  made  steady  progress  toward 
jtablishment  of  the  system  facilitating  the 


Single-lever  hot-water  mixing  faucet  for  the  kitchen, 
with  water  purifier 


production  of  a  wide  variety  of  products  in 
small  lots  through  such  measures  as  standard- 
ization of  primary  components,  flexible  process 
control  to  improve  the  production  line,  and 
labor  saving  in  machining  processes. 
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LVK  plans  to  develop  new  products  with 
advanced  features,  incorporating  electronics, 
and  such  new  products  as  automatic  faucets  and 
electronic  faucets  are  streaming  into  the 
market.  Growth  is  expected  in  the  market  for 
fittings  for  health  purposes,  and  for  use  by 
Japan's  aging  population.  In  the  current  fiscal 
year,  the  environment  surrounding  the  industry 
is  not  as  cozy  as  the  previous  year.  The  housing 
market  will  likely  undergo  a  small  correction  in 
the  current  fiscal  year.  The  Housing  Loan 
Corporation  has  curtailed  its  lending  facility 
and  demand  for  housing  construction  has  run 
its  course.  Housing  construction  starts  in 
the  current  fiscal  year  are  projected  at  1.5 
million  units,  below  the  previous  year's  1.56 
million  units.  However,  negative  impact  from 
this  fall  would  be  more  than  offset  by  brisk 
demand  for  the  renovation  of  houses  and 


enhanced  sales  of  products  to  major  fitting 
manufacturers.  Business  prospects  for  faucets  are 
bright,  says  president  Kitamura.  The  faucet/flush 
valve  industry  is  at  present  dominated  by  four 
manufacturers  and  new  entries  are  unlikely  due 
to  the  special  manufacturing  technology  required 
and  labor-intensive  operation  involved,  described 
by  president  Kitamura.  Unlike  other  manufactur- 
ers, KVK  has  not  been  hit  by  the  yen's  apprecia- 
tion because  it  is  not  an  export-oriented 
company.  Rather,  the  company  is  benefitting 
from  the  yen's  rise  on  its  import  of  overseas  raw 
materials  such  as  copper. 
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Gift  for  Shareholders 
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Date  of  Establishment:  January  25. 1949 

Total  Assets:  ¥18,661  million 

Number  of  Shares  Outstanding:  15,028  thousands  (as  of  May  22, 1995) 

Month  of  Stock-Exchange  Listing:  November  16  ,  1993 

Markets:  JASDAQ:  6484 

Number  of  Employees:  525 

KVK  Corporation 

Address:  308  Kurono,  Gifu-City,  Gifu  501-11,  Japan 
Telephone:  058-239-3111 
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Dynamic  Japanese  Companies 

Vigorous  earnings  performance  allows    ^ 

Nissen,  a  mail-order  pioneer,  to  make  a  major  V 

new  assault  on  marketing  jfc 

and  distribution  systems.  * 


Nissen,  a  mail-order  pioneer, 
third-largest  in  Japan's  mail-order 
industry,  has  sustained  robust 
growth  in  a  slow  retail  market. 
Nissen  is  backed  by  significant 
expansion  in  its  customer  base, 
finely  tuned  product  development 
and  a  marketing  strategy  based 
on  statistical  analyses  of  customer 
orders.  Nissen's  ultramodern 
distribution  centers  are  geared 
to  building  competitiveness,  in 
order  to  take  a  strong  lead  in 
the  market. 


Nissen,  a  pioneer  of  mail/ 
telephone  order  business 
founded  in  Kyoto  in  1970, 
sustained  annual  sales 
growth  of  20%  last  year, 
surpassing  the  rest  of  the 
industry.  In  the  previous  year, 
the  mail/telephone  order 
industry  was  unable  to  stay 
immune  from  the  slump  that  hit  the  retail 
industry  as  a  result  of  weak  consumer  spending 
and  deflationary  pressure  on  prices,  termed 
as  "price  destruction."  Accordingly,  market 
growth  tempered  off  to  some  2%,  after  an 
expansion  of  12%  annual  growth  in  the  past 
19  years  to  1994. 

Against  the  negative  background,  Nissen's 
earning  performance  has  gained  upward 
momentum.  The  company  achieved  annual 
sales  growth  of  29%  to  ¥130  billion  and  projects 
another  20%  increase  in  sales  to  ¥150  billion 
for  the  current  year  to  December  1995.  Nissen's 
success  stemmed  from  a  phenomenal  increase 
in  its  customer  base  to  more  than  10.8  million, 
an  increase  of  2.52  million  and  a  30%  gain  over 


Tatsuzo  Kawashima 

President  and  Representative  Director 


the  previous  year.  By  targeting  an  increasing 
number  of  women  going  out  to  work,  the 
circulation  of  its  main  catalogue  "Nissen" 
topped  10  million  units,  the  first  ever  scored  in 
the  industry. 

VV  hen  I  visited  West  Germany  20  years  ago, 
I  found  that  more  than  50%  of  the  country's 
households  were  purchasing  products  through 
the  mail/telephone  order  system.  For  example. 
Nissen's  customer  registration  this  year  is 
expected  to  reach  13  million,  a  far  cry  from  20 
million — half  of  all  Japanese  households.  In  the 
future,  the  list  is  expected  to  reach  25  million. 
Thus,  the  mail/telephone  order  business  is  still 
in  the  process  of  significant  expansion,"  said 
Tatsuzo  Kawashima,  president  and  representa- 
tive director  of  Nissen. 
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issen's  strong  sales  performance  also 
stemmed  from  its  commitment  to  developing 
and  marketing  attractive  merchandise  by 
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making  full  use  of  accumulated  information 
on  customer  preferences  and  merchandise 
data.  Statistical  analyses  of  customer  orders 
are  used  for  its  product  development  and 
demand  forecasting.  Nissen  has  shaken  off 
competition  from  rival  companies  and 
renewed  price  pressure  in  its  main  product 
lines  by  offering  a  wide  range  of  products 
and  expanding  direct  purchasing  from  its 
fully  owned  purchasing  companies  in  Seoul, 
Hong  Kong  and  Shanghai.  Nissen  is 
marketing  high-quality  French  fashion 
products  through  a  link  with  La  Redoute, 
a  leading  French  mail-order  house.  Nissen  h; 
also  emphasized  television  commercials 
since  last  year. 

W  ith  firm  belief  that  the  industry  has 
ample  room  for  expansion,  Nissen  has  placed 
top  priority  on  investment  in  a  high-quality 
distribution  system  to  secure  adequate 
inventories  at  hand  and  reduce  delivery  time: 
Prompt  delivery,  in  particular,  is  a  prerequis 
for  customer  satisfaction  in  the  mail/telepho 
order  business. 


1  he  increased  handling  capacity  of  product 
Nissen's  fully  computerized  Logistics  Center 
Fukui  Prefecture,  operational  from  summer' 
1993,  contributed  to  record  sales  results  in 
fiscal  1994.  The  handling  capacity  at  Fukui 
Logistics  Center  will  accommodate  an  annua 
turnover  of  ¥150  billion  by  the  end  of  this  fis 
year.  The  expansion  of  Nissen  Logistics  Centi 
in  Fukui  Prefecture  started  in  autumn  1994 
and  construction  of  a  new  large-scale  logisti' 
center  was  also  begun  in  Mie  Prefecture  in  a 

1995.  When  both  are  operational  in  August 

1996,  the  system  will  boost  capacity  to 
accommodate  an  annual  turnover  of  ¥300     ,L, 
billion.  Nissen  will  target  double-digit  growtlL, 
of  sales  aided  by  the  high  quality  of  the 
company '^  distribution. 


E^ 


Data 

(as  of  December  20, 1994) 
Net  Sales 

■  Ordinary  Income 
Net  Income 

Net  Income  Per  Share: 

¥118.57 

Dividend  Per  Share: 

¥12.50 

Return  on  Equity: 

11.6% 


62,794     78'182 


101,672 


131,317 


156,000 


4,161 


4,500 


2,115 


2,401 


1,376 


I 


441 


809 


1,221 


2,102       2,200 


12/91       12/92 

(millions  of  yen) 


12/93 


12/94       12/95* 

('estimate) 


Date  of  Establishment:  April  10. 1970 

Total  Assets:  ¥85,839  million 

Number  of  Shares  Outstanding:  17,729  thousands 

Month  of  Stock-Exchange  Listing:  October  3, 1988 

Markets:  Osaka  Stock  Exchange  (the  Second  Section) 

Kyoto  Stock  Exchange:  8248 
Number  of  Employees:  1123 

Nissen  Co.,  Ltd. 

Address:  79  Nishinochaya-cho,  Kisshoin,  Minami-ku,  Kyoto  601 ,  Japan 
Telephone:  075-682-2000 


ta 


I  "ISales 
"tlnttj 


'ncome  P 

1 


■  milt 


Dynamic  Japanese  Companies 

EVOLVING  IN  TIME  WITH 
NEXT-GENERATION  HARDWARE 

Industry-leading  SQUARE  represents  the  shape 
of  the  future  in  home  video  game  software. 
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the  few  short  years  since  its 
i  tablishment  in  1986,  Square  Co., 
Id.  has  become  the  top  specialist 
ime  video  game  software  house 
|  Japan  with  net  sales  of  ¥33  bil- 
m  and  a  string  of  million-seller 
ies.  SQUARE  was  listed  on  the 
panese  OTC  market  in  August 
94.  SQUARE'S  coming  challenge 
the  emergence  of  next-generation 
rdware.  "This  is  a  chance  to  take 
r  evolution  to  the  next  level," 
ys  C.E.O.  Tetsuo  Mizuno. 

w   hipments  of  home  video  game 
1  software  have  reached  50  million 
units  per  year  in  Japan  alone,  and 
the  value  of  the  market  is  now 
estimated  at  ¥650  billion.  Nintendo 
Co.,  Ltd.  dominates  the  hardware 
side  with  an  80%  share  of  the 
domestic  home  video  game 
platform  market,  a  large  part  of 

ih  is  represented  by  the  Superfamicom™ 

form. 

UARE  holds  a  greater  than  10%  share  of  the 
|ket  for  Superfamicom1" — compatible 
vare,  second  only  to  NINTENDO  itself  and 
among  specialty  houses.  One  of  the  secrets 
JUARE's  success  is  its  decision  to  focus 
a  :ly  on  just  one  type  of  game — RPG  (Role- 
^  ing  Games).  RPG  are  characterized  by  story 
The  player  takes  on  the  role  of  a  character 
biting  the  game  world,  gaining  experience 
•A  knowledge  that  color  his  or  her  decisions, 
have  a  broad  and  loyal  customer  base  in 
n.  SQUARE  is  the  only  company  with  four 
on-seller  series.  The  Final  Fantasy  VI  title, 
sed  in  1994,  recorded  an  amazing 
,000  units  shipped.  The  debut  Chrono 


Tetsuo  Mizuno 

C.E.O. 


Trigger  title  also  broke  the  two  million  mark  at 
2,030,000  units  shipped. 


vJQUARE  alone  seems  immune  to  recent  market 
stagnation.  "You  need  an  edge  these  days,"  says 
Mizuno.  "Ours  is  the  ability  to  recruit  top  staff 
and  place  them  in  an  optimal  environment." 

urn 

1  he  industry  benchmark  for  a  hit  product  is 
300,000  units.  SQUARE'S  standard  is  one  million 
units.  If  a  title  is  not  good  enough  to  achieve  this 
level,  we  abandon  the  series.  We  never  forget 
that  a  user  who  invests  ¥10,000  on  a  SQUARE 
title  expects  and  deserves  the  best,"  says 
Mizuno.  Chrono  Trigger  is  an  example  of 
SQUARE'S  policy  in  action.  Prior  to  release, 
forecasts  put  the  number  of  orders  at  "only" 
700,000.  SQUARE  delayed  release  by  four  months 
to  give  the  designers  time  to  perfect  the  game. 
SQUARE'S  standards  are  so  high  because  of  its 
superior  development  ability.  About  10  project 
teams  work  on  new  titles  at  all  times.  SQUARE'S 


project  teams  number  30,  compared  to  the 
industry  average  of  five  or  six.  Excellence  is  not 
without  its  price.  Development  costs  per  title  are 
10  times  the  industry  average,  and  development 
time,  at  two  years,  is  twice  the  average.  Releases 
are  staggered  so  that  sales  remain  steady. 


M. 


lanufacturers,  including  Sega  and  major 
consumer  electronics  companies  such  as  Sony 
and  Matsushita,  are  jockeying  for  position  in  the 
hardware  field.  A  32-bit,  high-performance 
platform  was  released  in  1994.  NINTENDO  is 
pushing  a  64-bit  platform  called  "Ultra  64." 
SQUARE  project  teams  are  already  working  on 
titles  for  next-generation  platforms. 


'E 


lollywood  is  a  key  to  our  further  evolution," 
says  Mizuno.  "The  'Ultra  64'  allows  3-D  graphics 
comparable  to  the  special  effects  of  big-budget 
blockbusters.  If  we  combine  our  expertise  and 
Hollywood's  best  creative  minds,  the  resulting 
software  will  actually  eclipse  movies  because  of 
its  interactive  nature."  A  partnership  with 
Hollywood  would  accelerate  globalization  of 
SQUARE  products,  a  process  that  has  already 
begun.  At  Square  Soft,  Inc.,  a  subsidiary  estab- 
lished in  Redmond,  Washington  in  1989,  an 
American  staff  designs  and  markets  software  for 
the  U.S.  market.  SQUARE  SOFT  is  the  only  U.S. 
subsidiary  of  a  Japanese  software  company  in  the 
black,  thanks  in  part  to  shipments  of  440,000 
units  of  the  latest  U.S.  Final  Fantasy  title.  Another 
aspect  of  SQUARE'S  future  is  represented  by  Solid 
Co.,  Ltd.,  a  subsidiary  established  in  1994  to 
develop  new  types  of  RPG  software  and  software 
in  other  game  genres.  SOLID  has  already  shipped 
530,000  units  of  Front  Mission,  an  RPG  unique 
for  its  simulation  features. 


OQUARE  anticipates  that  in  five  years  it  will 
reach  its  targets  of  eight  million-seller  series  and 
10  million  units  shipped  per  year. 


ta 


March  31, 1995)  16,649    20'933 


25,713 


33,029 


40,019 


1 

III 


t  Sales 


7,555 


7,951 


irdinary  Income 
*let  Income 

ncome  Per  Share: 

86 

lend  Per  Share: 

0 

rn  on  Equity: 


5,466 


6,061 


3,623 


2,654 


3,287 


1,649 


3,945       4,021 


Date  of  Establishment:  September  7, 1986 

Total  Assets:  ¥30,232  million 

Number  of  Shares  Outstanding:  29695 thousands 

Month  of  Stock-Exchange  Listing:  August  12, 1994 

Markets:  JASDAQ-  9620 

Number  of  Employees:  276 


Square  Co.,  Ltd. 


3/92         3/93         3/94         3/95         3/96* 

(millions  of  yen)  ('estimate) 


Address:  Arco  Tower  9F,  1-8-1  Shimomeguro  Meguro-ku,  Tokyo  153,  Japan 
Telephone:  03-5496-7111 
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Dynamic  Japanese  Companies 

Sticking  to  its  original  concept  of 

"small  companies'  banking  partner," 

Nichiei  continues  spectacular 

earning  growth. 


With  accumulated  expertise  in  risk 
management,  Nichiei  has  carved  a 
niche  by  serving  to  small  compa- 
nies, as  compared  to  other  Japa- 
nese banks  hard  hit  by  recession 
and  saddled  with  massive  bad 
debts.  Seizing  an  adverse  environ- 
ment as  a  good  opportunity,  Nichiei 
is  tlexing  its  muscles  to  gain  a 
foothold  in  the  Tokyo  area. 

Many  banks  and  nonbanking 
institutions  have  been  in  a 
quagmire  of  massive  bad 
debt  following  the  collapse 
of  the  speculative  bubble 
economy.  Nichiei  Co.  Ltd.. 
a  nonbank  that  provides 
small-scale  corporate 
financing,  carved  a 
comfortable  niche  in  Japanese  finance  and  has  a 
bright  future.  Nichiei  has  actively  provided 
secured  loans  backed  by  commercial  bills  to 
small-  and  medium-sized  companies,  which 
have  been  starving  for  working  capital,  at  a  time 
when  commercial  banks,  saddled  with  a  huge 
amount  of  bad  loans,  have  become  increasingly 
reluctant  to  make  new  loans.  Seizing  this 
adverse  environment  as  a  good  opportunity  to 
expand  business,  Nichiei  employed  dynamic 
retailing  tactics  during  the  past  fiscal  year.  The 
company's  efforts  resulted  in  record  revenue 
and  earnings  for  eleven  consecutive  years, 
surpassing  earnings  of  local  banks  and  low- 
ranking  city  banks.  Operating  revenues  have 
risen  3.5  times  and  net  profits  jumped  4.6  times 
in  growth  during  the  past  6  years.  The  balance 
of  outstanding  loans  advanced  16%  to  ¥317.3 
billion  to  March  1995. 


Kazuo  Matsuda 

President  and  Chief  Executive  Officer 


N„ 


lichiei  stock  was  listed  on  the  Second  Section 
of  the  Tokyo  Stock  Exchange  in  March  1995. 
This  achievement  came  only  five  years  after 
Nichiei  shares  were  registered  on  the  over-the- 
counter  market  in  1990.  In  December  1993, 
Nichiei  listed  the  company  stock  on  the  Second 
Section  of  the  Osaka  Security  Exchange  and 
the  Kyoto  Stock  Exchange  . 


1  he  company  had  152  branches  nationwide  in 
the  fiscal  year  ended  March  31, 1995  and  plans  to 
build  a  200-branch  network  by  1998.  Nichiei  is 
shifting  its  focus  to  Tokyo  urban  areas  where  many 
potential  clients  are  located.  The  five-year  goal  is 
to  build  50  branches  in  the  Tokyo  urban  area. 


N 


I 
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ichiei's  core  business  is  to  provide  bridge 
loans  up  to  a  ¥6  million  ceiling,  backed  by 
promissory  notes  issued  against  collateral  and :.. 
repayable  within  four  months.  In  the  fiscal  ye«k 
to  March  1995,  outstanding  secured  loans  on  ij  1 
bills  increased  by  13.1%  to  ¥288.6  billion  to 
account  for  91%  of  operating  revenue.  Nichiei 
boasts  of  an  overwhelming  30%  share  of  the 
market  of  secured  loans  on  bills  nationwide.  Ii 
the  past  two  years,  Nichiei  enlarged  its 
commercial  bill  operation  by  establishing  a 
Commercial  Bill  Department  in  existing  branc 
offices  and  set  up  a  Commercial  Bill  Promotio  jiv 
Department  in  its  head  office,  which  resulted 
a  60.8%  jump  in  operating  revenue  to  ¥28.4 
billion.  Sales  of  commercial  bills,  though  the) 
account  for  9%  of  the  total  operating  revenue 
are  strategically  important  as  a  means  to  forrnl 
a  relationship  with  a  wide  range  of  new 
customers.  Promotion  of  the  sales  of  commer  j 
cial  bills  resulted  in  a  rise  in  outstanding  loant 
on  commercial  bills.  In  an  effort  to  enlarge  ititj 
commercial  discount  bill  operation,  Nichiei  c 
the  rate  on  discount  commercial  bills  to  9%  f 
ordinary  companies  and  7%  for  listed  compa-ii;: 
nies  from  12%  as  of  February  1995.  Nichiei's  *,■ 
new  rate  on  discount  commercial  bills  is 
amounting  to  that  offered  by  banks  and  is 
highly  competitive  as  compared  with  the 
average  rates  of  15%  offered  by  nonbanks.  On»*j(,. 
the  strength  of  the  new  competitive  rate  on    jfc 
discount  commercial  bills,  Nichiei  plans  to      ,  - 
develop  relationships  with  new  promising 
companies  that  could  be  prospective  clients  f  |.. 
its  main  product — secured  loans  on  bills.       ]"■ 


fat  pei 


bntf 


Headquarters  building  (scheduled  to  be  finished  January,  1996) 


v/redit  screening  is  a  key  to  Nichiei's  strong 
performance.  Nichiei's  secured  loans  backed  J  ^ 
bills  may  be  more  riskier  than  other  loan 
products  if  a  debt  becomes  irrecoverable. 
However,  secured  loans  with  a  well-padded 
interest  rate  of  24%  annually,  much  higher 
than  that  on  bill  discount  at  9%  annually,  art' 
highly  profitable  if  the  risk  is  firmly  hedged  I 
intensive  credit  screening.  Kazuo  Matsuda, 
president  and  chief  executive  officer,  said,  "I  I 
praise  my  credit  screening  department,  with  '%,■ 
staff  of  one  hundred,  for  its  intensive  credit 
checking  and  its  strictness,  completely 
independent  of  the  sales  department— the  mimg^p 
functional  in  Japan."  For  example,  applicatio 
filled  by  some  152  branches  nationwide  are 
subject  to  a  thorough  scrutiny  by  the  credit 
screening  department  at  the  head  office.  Thh^ 
means  branch  managers  have  no  authority  H 
make  loans  by  themselves.  This  type  of  risk 

m 


ik 


*  lend  Per  ^ 

10 


ADVERTISEMENT  9 


Kyoto  City 


lagement  has  reduced  Nichiei's  bad  debt 
)  to  a  minimum.  Nichiei  receives  credit 
rmation  from  a  number  of  sources, 
jding  Teikoku  Data  Bank  and  Tokyo  Shoko 
:arch.  The  information  is  input  into  its 
base  and  is  helpful  in  developing  relation- 
swith  prospective  customers. 


e  of  the  reasons  for  Nichiei's  success  in  risk 
agement  is  its  devotion  to  small-scale 
icing  and  the  widespread  dispersal  of  credit 

by  increasing  the  number  of  accounts.  The 
ber  of  client  companies  increased  from 
DO  in  fiscal  1993  to  60,000  in  the  fiscal  year 

rch  1995. 


ther  device  for  risk  control  employed 
esident  Matsuda  is  personal  guarantees 
e  form  of  a  joint  surety,  instead  of  physical 
ity,  which  is  required  by  banks.  Through 
>ng  experience,  he  has  come  to  a  conclu- 
that  personal  relationships  or  family  ties 
a  much  stronger  binding  force  than 
cal  security  in  regional  areas,  thereby  it 
.y  to  recover  the  funds  it  has  lent  if  the 
ower  became  insolvent.  Nichiei's  dual- 
mty  system,  with  the  addition  of  personal 
ntees  given  by  Nihonshinyohoshou 
n  Credit  Guaranty  Corp.),  a  fully  owned 
diary  incorporated  in  1991,  has  signifi- 
y  increased  the  number  of  Nichiei's 
ts.  If  a  debt  becomes  unrecoverable,  this 
diary  will  subrogate,  so  Nichiei's  risk  is 
his  guarantee  support  system  opened  an 
s  to  credit  for  customers  who  would 
wise  be  unable  to  raise  funds  because 
lacked  credit  or  a  guarantor.  This  alleviates 

farantor's  feeling  of  anxiety  and 
nee. 


Oome  regional  banks  have 

made  disastrous  forays 

into  the  market  of  secured 

loans  on  bills.  President 

Matsuda  said:  "This  business 

can  not  be  copied  so  easily, 

as  credit  screening  is  time 

consuming  and  requires  a 

lot  of  human  resources.  It  is 

a  costly  business  for  bank." 

One  of  the  secrets  to 

Nichiei's  success  is  its 

adherence  to  the  principal  that  "We  are 

small  companies'  business  partner."  When 

Matsuda  himself  worked  for  Hokuriku  Bank, 

one  of  the  leading  regional  banks  in  the  postwar 

days,  he  saw  that  commercial  banks  were 

lending  only  to  the  rich  and  they  were  not 

providing  loans  to  small  companies,  as  they 

lacked  physical  security. 


M, 


Latsuda  decided  to  focus  on  the  niche  market 
of  financing  for  small  companies  when  he 
founded  Nichiei  in  1970  at  the  age  of  47. 
"Because  I  have  kept  a  wide  berth  to  the  group- 
consensus-oriented  bank  management  and  I 
have  trusted  only  my  independent  judgement 
backed  up  by  what  I  have  seen,  Nichiei  has  been 
able  to  continue  its  robust  growth,"  he  said. 


Matsuda  is  keen  on  proving  that  a  small 
financial  company  like  Nichiei  will  lead  the  way 
out  of  the  current  recession.  Matsuda  said  that 
Nichiei  faces  a  bright  future  as  it  always  meets 
the  strong  demand  for  funds  from  medium-  and 
small-sized  companies,  regardless  of  the  vagary 
of  the  economy.  When  the  economy  is  weak, 
there  is  strong  demand  for  bridge  loans  from 
medium-  and  small-sized  companies.  When  the 
economy  is  recovering,  there  is  strong  demand 
for  funds  for  capital  investment.  There's  a  lot  of 
room  for  expansion  as  Nichiei's  customers, 
numbering  60,000  companies,  account  for  only 
10%  of  prospective  customers.  "I  am  now 
72  years  old  and  I  will  work  another  10  years  to 
make  Nichiei  well  known  for  its  financing  to 
medium-  and  small-sized  companies,"  President 
Matsuda  concluded. 
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Date  of  Establishment:  March  17, 1970 

Total  Assets:  ¥385,604  million 

Number  of  Shares  Outstanding:  56,046  thousands 

Month  of  Stock-Exchange  Listing:  March  13, 1995 

Markets:  Tokyo  Stock  Exchange  (the  Second  Section) 

Osaka  Stock  Exchange  (the  Second  Section) 

Kyoto  Stock  Exchange:  8577 
Number  of  Employees:  1,727 

Nichiei  Co.,  Ltd. 

Address:  50-2  Shijo  Hatamachi  Saiin,  Ukyo-ku,  Kyoto  615,  Japan 
Telephone:  075-321-6161 
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Dynamic  Japanese  Companies 

BODY-CONTOURING  FOUNDATION 

GARMENT  PIONEER  PROSPERS  IN 

THE  SERVICE  OF  BEAUTY 

High  technology  figures  in  rapid  growth  of 
Maruko  Co.,  Ltd. 


By  calling  on  modern  technology  to 
realize  an  age-old  desire,  Maruko's 
pioneering  body-contouring  founda- 
tion garments  help  women  in  the 
pursuit  of  ideal  proportions. 
Maruko's  remarkable  growth  is 
founded  on  the  quality  and  techno- 
logical merit  of  its  products,  and  on 
its  unique  "salon"  sales  and 
consulting  system.  Maruko  is 
setting  the  stage  for  future  growth 
with  its  release  of  foundation 
garments  incorporating  a  shape- 
memory  alloy,  a  world  first. 


Maruko's  main  products  are 
sets  of  body-contouring 
foundation  garments, 
including  bodysuits,  girdles 
and  brassieres,  priced  at 
¥296.000.  This  is  not  a 
trifling  sum,  particularly  in 
light  of  the  current 
uncertain  state  of  Japan's 
economy  and  general  stagnation  of  consumer 
demand.  Yet  sales  continue  to  climb,  evidence 
that  Maruko's  appeal  is  built  on  enduring  needs. 
As  Chairman  Hiroshi  Masaoka  explains.  "We 
owe  our  success  largely  to  our  customers' 
recognition  that  we  understand  their  wishes 
and  are  dedicated  to  providing  them  with  the 
best  products  possible.  We  not  only  appreciate 
the  natural  human  desire  to  be  more  attractive, 
but  actually  offer  practical  means  of  achieving 
this  desire.  What  is  more,  we  do  so  in  a 
supportive,  if  you'll  forgive  the  pun,  and  caring 
environment.  By  staying  close  to  our  customers 
and  offering  true  value  for  their  money,  we 
build  up  relationships  based  on  trust." 

V/ur  unique  sales  system  has  a  lot  to  do 
with  winning  this  trust."  he  continues.  "For 
example,  customers  at  any  of  our  outlets,  or 
salons  as  we  call  them,  are  free  to  try  on  the 
garments  before  purchase.  They  are  given 
expert  consultations  and  thorough  aftercare, 
and  may  rest  assured  that  they  will  not  be 
pressured  to  buy  before  they  are  completely 
satisfied.  The  fact  that  we  never  offer  our 
specially  processed  body-contouring  foundation 
garments  at  bargain  prices  adds  to  our  image  of 
solidity  and  evenhandedness.  Our  customers 
have  acknowledged  and  rewarded  our  efforts, 
both  by  their  own  patronage  and  by  recom- 


Hiroshi  Masaoka 

Chairman  (Right) 

Tdyoharu  Ikeda 

President  (Left) 


mending  us  to  others."  Another  useful  offshoot 
of  comprehensive  aftercare  is  the  huge  database 
of  sizes  and  statistics  generated.  This  informa- 
tion translates  into  product  development 
precisely  tailored  to  customer  needs,  an 
important  competitive  edge  for  Maruko. 


A, 


of  July  1995.  Maruko's  customer  base  stood 
in  excess  of  200,000,  a  15%  increase  year-to- 
year.  As  its  salon  system  expands,  Maruko,  as 
always,  keeps  the  customer  uppermost  in  mind. 
Before  the  growing  number  of 
customers  at  a  given  salon 
threatens  to  strain  its  resources  in 
terms  of  space  or  personnel,  allied 
salons  are  set  up  and  a  portion  of 
the  original  salon's  clientele  is 
transferred  to  these  new  facilities. 
The  advantages  of  this  system  are 
twofold.  First,  customers  are 
assured  ample  time  and  individual 
attention  for  fitting,  consultation 
and  aftercare  and  second,  even 
newly  established  salons  are  never 
in  the  position  of  looking  for 
customers.  Maruko  salons  are 
located  throughout  Japan.  As  of 
July  1995,  there  were  277,  a  figure 
which  is  expected  to  increase  by  40 
to  50  per  year. 
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ranchising  or  sales  agent  systems  are  mi 
faster  to  implement,  and  companies  in  the 
industry  are  increasingly  doing  just  that,"  saj 
Masaoka.  "We  feel,  however,  that  it  is  essenti; 
to  have  the  total  control  inherent  in  outright 
ownership.  This  is  the  only  way  we  can  be  sui 
of  responding  sensitively  and  consistently  to 
all  of  our  customers'  needs  and  feelings."  In 
September  1994,  Maruko  launched  a  new  typ 
of  salon  catering  to  customers  who  have  aire; 
achieved  near  ideal  proportions.  As  these 
women  require  maintenance  of  and  very 
fine  adjustments  to  their  figures,  both  the 
technology  involved  and  the  background  and. 
knowledgeability  of  staff  are  top-notch. 
Boasting  three  times  the  space  of  typical 
Maruko  salons,  an  elegant  appearance  inside 
and  out.  and  impeccable  service,  these  "Palais 
de  reve"  salons  are  modeled  after  the  most 
upscale  boutiques.  Plans  are  in  the  works  to  i 
expand  the  number  of  "Palais  de  reve"  salons: 


Ma 


laruko  salons  are  staffed  exclusively  by 
women,  many  of  whom  are  former  customer:: 
The  first-hand  knowledge  and  empathy  thesei 
women  bring  to  their  work  communicates  iti| 
to  customers,  and  is  one  of  the  most  valuable  f 
intangible  assets  of  the  company.  Sales  staff; 
required  to  undergo  intensive  training  and 
study,  and  are  given  the  opportunity  to  rise  i  if 
the  ranks  upon  successful  completion  of  in-  J 
company  examinations.  At  Maruko,  women  i  * 
their  20s  can  and  do  become  salon  managers^ 
and  women  sit  on  the  Board  of  Directors. 
Morale  is  exceptionally  high,  thanks  to  this   | 
absence  of  a  "glass  ceiling"  and  strong  feelinnf. 
of  connection  with  the  company. 
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nplementing  the  establishment  of  new 
ts.  Maruko  is  also  promoting  the  introduc- 
of  new  technologies  and  products.  "Body 
hica,"  a  3-D  automatic  visual  shape  assessor 
li  Maruko  is  currently  introducing  in  its 
is,  is  an  excellent  example.  "Body  Graphica" 
[enerate  a  3-D  image  of  a  woman's  figure 
st  instantaneously  without  making  physical 
ict  Extremely  accurate  information  is  thus 
led  with  a  minimum  of  inconvenience  to 
ustomer.  Advanced  technology  is  also 
porated  in  the  "Akogare  I Adorable)  Series" 
indation  garments,  the  first  in  the  world  to 
re  a  shape-memory  alloy. 


Oome  95%  of  Maruko's  sales  are  currently 
accounted  for  by  foundation  garments. 
Taking  advantage  of  its  unique  expertise 
fostered  in  this  area,  Maruko  plans  to  diversify 
into  the  lingerie  and  outerwear  fields.  Initial 
offerings  of  new  high-grade  products  in  these 
fields  will  be  made  at  outlets  located  in 
suburban  areas. 


of  a  distribution  center,  and  other  purposes. 
Another  outcome  of  the  stock  listing  was  that 
it  put  Maruko's  name  in  the  news.  Sales  are 
expected  to  increase  as  the  company  assumes 
a  higher  profile  and  information  reaches 
customers  who  were  previously  unaware  of 
the  existence  of  Maruko's  products.  For  the 
fiscal  year  ending  August  1995,  net  sales  are 
projected  at  ¥23.8  billion,  an  increase  of  17.5% 
over  the  previous  term.  Ordinary  income  is 
projected  at  ¥4.9  billion,  up  45.5%.  Should 
Maruko  make  a  stock  split,  the  interests  of 
existing  shareholders  will  be  taken  care  of  in 
the  form  of  dividends. 
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aruko  was  listed  on  the  Japanese  OTC 
market  in  July  1994.  Funds  raised  were  applied 
toward  reinforcing  the  company's  financial 
base,  new  business  development,  construction 
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rdinary  Income 
et  Income 

icome  Per  Share: 
end  Per  Share: 
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6.355 


13.578 


16.900     20-262 


23.800 


4.900 
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1.448      1J| 
J654      I827 
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2.300 


1,537 


Date  of  Establishment:  April  22. 1978 

Total  Assets:  ¥12.934  million 

Number  of  Shares  Outstanding:  9.041  thousands 

Month  of  Stock-Exchange  Listing:  July  15, 1994 

Markets:  /-ll'-Z  Yti\ 

Number  of  Employees:  1.902 

Maruko  Co.,  Ltd. 


Address:  3-5-20  Minamiyagi-cho,  Kashihara-City.  Nara  634.  Japan 
Telephone:  07442-3-6083 


ADVERTISEMENTS 


Dynamic  Japanese  Companies 

Tescon,  a  leading  manufacturer  of  IC  pick  and 

placers/test  equipment,  has  a  firm  grip  on  its 

future  business  success  with  its  innovative 

dual-arm  "SCARATES"  robot. 


Tescon  started  its  business  as  a 
typical  venture  company  in  an  unfa- 
vorable environment,  but  technical 
prowess  has  put  Tescon  at  the  fore- 
front of  the  development  of  printed 
circuit  board  test  solutions  and 
surface-mount  production  and  test 
systems.  Tescon's  agility  in  getting 
into  overseas  markets  early  is  well 
rewarded.  Tescon  enjoys  growing 
orders  from  overseas  manufacturers 
and  receives  inquiries  from  interna- 
tional blue-chip  companies  to  manu- 
facture Tescon  products  by  forming 
joint  ventures. 

Without  technological  de- 
velopments like  printed 
circuit  boards  and  testing 
techniques,  the  electron- 
ics industry  could  not 
have  achieved  today's 
standards  of  reliability. 
Tescon  prides  itself  on 
being  the  largest  maker  of 
in-circuit  testers  and  the  only  manufacturer  in 
Japan  to  offer  a  full  array  of  products  ranging 
from  printed  circuit  boards  and  pick  and  placers 
to  test  equipments.  Tescon  was  founded  by 
President  Yoshinori  Kikuchi  in  1977,  in 
Sagamihara  City,  a  suburb  of  Tokyo,  with  only  a 
few  employees.  President  Kikuchi  said  that 
through  most  of  his  career  he  has  been  beset 
with  problems  of  understaffing,  poor  corporate 
name  recognition  and  a  desperate  need  for 
funds  to  continue  perfecting  products.  How- 
ever, in  1981,  he  won  his  first  big  order  to  de- 
velop LSI  tester  equipment  for  Hitachi  Ltd. 
That  gave  Tescon  a  golden  opportunity  to  re- 
shape itself  from  a  subcontractor  to  an  indepen- 
dent machinery  maker,  and  it  enabled  Tescon  to 
launch  its  own  in-circuit  tester  in  1982  and 


Yoshinori  Kikuchi 

President 


start  exporting  its  products.  The  company  has 
made  breakthroughs  with  such  equipment  as 
in-circuit  testers  that  do  not  incur  the  expense 
of  fixturing.  In  1989,  Tescon  began  the  manu- 
facturing and  selling  of  equipment  related  to 
"Surface  Mount  Technology." 


1  escon  engineers  developed  a  new  family  of 
high-speed,  high-precision  pick  and  placers 
that  enable  mounting  tact  of  0.29  seconds  and 
accuracy  of  0.04mm,  as  well  as  a  new  in-circuit 
tester  that  can  detect  lifted  leads  of  IC  chips. 
Competitive  prices  helped  raise  production  lev- 
els of  in-circuit  testers  to  7,000  units  by  1992. 


1  o  stay  ahead  of  its  rivals,  Tescon  has  found 
greener  pastures  overseas  by  opening  a  total  of 
seven  sales  outlets  in  Singapore,  Malaysia, 
China,  the  United  Kingdom  and  the  United 
States.  Last  year,  Tescon's  exports  to  Asia  ex- 
panded significantly.  The  push  into  Asia  came 
as  price  competition  and  declining  investment 


in  plant  and  equipment  ate  into  profit  margi 
in  Japan.  Tescon's  overseas  sales  accounted  I 
65%  of  total  turnover  in  1994.  The  strong  ye 
has  made  Japanese  products  more  expensive 
abroad,  cutting  the  earnings  of  exporting  co 
panies.  However,  higher  export  sales  of  new 
competitive  products,  such  as  circuit  testers 
that  detect  lifted  leads,  have  begun  to  show  i 
in  earnings.  Volume  sales  and  lower  overhea 
costs  have  more  than  offset  the  negative 
effect  of  the  muscular  yen,  contributing  to  t 
company's  swing  back  into  black  in  the  fisca 
year  to  May  1995. 


1  o  counter  the  yen's  rising  value,  Tescon  p; 
to  manufacture  in-circuit  testers  at  Shangh; 
Tescon  Machine  Electronic  Equipment — a  jil 
venture  set  up  last  summer  with  a  local  mar 
facturer  of  electric  dischargers — and  to  proc 
pick  and  placers  in  the  U.S.  on  an  OEM  basi.i 
the  current  year.  New  sales  outlets  in  India 
Bangkok  are  scheduled  this  year.  The  compr 
has  received  many  inquiries  about  the  mam 
turing  of  Tescon  products  from  manufactun 
in  the  U.S.,  U.K.  and  South  Korea,  either  to 
form  joint  ventures  or  to  produce  like  prodil 
on  an  OEM  basis,  according  to  President 
Kikuchi.  In  1991,  Tescon  registered  its  shan 
on  the  over-the-counter  market.  President 
Kikuchi  sees  persistent  recession  in  Japan  a 
the  trend  towards  down-sizing  as  a  boon.  T( 
improve  efficiency,  manufacturers  are  usin^ 
more  medium-size  pick  and  placers,  in  whin 
Tescon  has  an  edge  in  technology  and  price 
Last  year,  Tescon  surprised  the  industry  by 
launching  "SCARATES,"  a  high-precision  dt 
arm  robot  that  performs  "human-like"  mov 
ments  accurately  at  high  speed.  Many  other 
bot  makers  called  such  a  robot  "impossible, 
because  they  feared  the  two  arms  might  get 
tangled.  However,  preeminence  in  technolo 
development,  attested  to  by  its  dual-arm  re 
has  propelled  Tescon  into  the  top  rank  of  v 
robot  manufacturers. 
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Data 

(as  of  May  31, 1994) 

6'°73       4,758       4,873       4,833 

Net  Sales 

623 

■  Ordinary  Income 
Net  Income 

1  296 

1   . 

1      | 

Net  Income  Per  Share: 

¥33.60(5/95*) 

-616 

6,160 


300  250 


-977 

5/91         5/92         5/93         5/94         5/95* 

(millions  of  yen)  ("estimate) 


Date  of  Establishment:  November  21, 1977 

Total  Assets:  ¥6,695  million 

Number  of  Shares  Outstanding:  7,440  thousands 

Month  of  Stock-Exchange  Listing:  April  25, 1991 

Markets:  JASDAQ:  6865 

Number  of  Employees:  252 

Tescon  Co.,  Ltd. 

Address:  3138-3  Tana,  Sagamihara-City,  Kanagawa  229,  Japan 
Telephone:  0427-63-1755 
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FUND  SURVEY 


Junk  bond  funds 


Most  junk  funds  arc  less  risky  than  funds  investing  in  long- 
term  Treasurys  for  two  reasons:  Their  big  interest  income 
offsets  some  of  the  risks,  and  their  medium-term  bonds  are 
'less  hard  hit  than  long-term  bonds  if  interest  rates  ratchet 
up.  The  price  of  this  reduction  in  interest  rate  risk  is  an 
increase  in  credit  risk:  Junk  bonds  default  more  often  than 


high-grade  bonds.  Some  funds,  like  Fidelity  Capital  & 
Income  and  Northeast  Investors,  shop  among  the  shakier 
junk.  Others,  like  those  from  Vanguard  and  Federated, 
stick  to  the  upper  crust  of  the  junk  market.  We  measure 
junk  funds  against  the  Merrill  Lynch  high  yield  bond  index 
since  February  1988. 


Rising  markets 


Declining  markets 


Ratio  scale 
(2/28/87=100) 


10/31/87  to 
2/29/88 


11/30/90  to 
1/31/94 


11/30/94 
6/30/95 


2/28/87  to 
10/31/87 


2/29/88  to 
11/30/90 


1/31/94  to 
11/30/94 


Performance 

UP       DOWN 

—markets— 


B 

B 

D 

■  B 

C 

A  + 

F 

C 

C 

C 

B 

D 

C 

C 

■  B 

B 

C 

B 

A 

A 

C 
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Fund/distributor 


Merrill  Lynch  high  yield  bond  index 
Forbes  junk  bond  fund  composite 

AIM  High  Yield-A/AIM 

American  Capital  High  Yield  Inv-A/Van  Kampen 

American  High-Income  Trust/American  Funds 

Colonial  High  Yield  Secs-A/Colonial 

Dean  Witter  High  Income  Sees/Dean  Witter 

Dean  Witter  High  Yield  Sees/Dean  Witter 
Delaware  Group  Delchester-A/Delaware 
EV  Income  Fund  of  Boston/Eaton  Vance 
EV  Marathon  High  Income/Eaton  Vance 
Federated  Bond  Fund-Fortress/Federated 

Federated  High  Yield  Trust/Federated 
Fidelity  Advisor  High  Yield-A/Fidelity  Adv 
Fidelity  Capital  &  Income/Fidelity 
First  Investors  Fund  for  Income-A/First  Inv 


Annualized  total  return 
2/87  last 

to  6/95  12 

months 


Yield 

% 


Assets 

6/30/95 

($mil) 


Weighted 
average 
maturity 
(years) 


Maximum 
sales 
charge 


10.9% 
8.6% 

10.4% 
6.7 

9.8 


5.1 
8.4 
9.5 
8.0 


11.6 

10.0 
7.2 


14.9% 
8.7% 

9.6% 

7.3 
10.6 

9.6 
10.0 

5.3 
5.1 
8.2 
8.0 
13.0 

10.2 

9.7 

8.2 
11.9 


9.8% 

9.7% 

10.3% 

$1,023 

7.7 

4.75% 

9.3 

504 

8.1 

4.75 

9.3 

1.007 

5.9 

4.75 

9.5 

737 

7.1 

4.75 

9.4 

251 

8.2 

4.00 

11.9 
109 
10.3 

9.6 
7.8 

9.5 
6.8 
9.0 
9.1 


453 
1,114 
102 
467 
175 

487 
1.043 
2.250 

419 


7.6 
6.8 
7.1 
7.2 
7.9 

7.8 
7.0 
6.2 
6.9 


5.50 

4.75 

4.75 

5.00b 

2.00 

none 
4.75 
none§ 
6.25 


Annual 

expenses 

per 

$100 

$1.05 

$1.00 
1.10 
0.86 
1.23 
1.41a 

0.69 
1.09 
1.14 
1.78 
1.04a 

0.85a 
1.16 
0.96 
1.21a 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     §Distnbutor 
may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a:  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes  back-end  load  that 
reverts  to  distributor.     NA:  Not  applicable  or  not  available. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 

Rules,  page  176.  Distributor  table,  page  260. 
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Performance 

UP        DOWN 

—markets— 


A  aD 


Fund 


Merrill  Lynch  high  yield  bond  index 
Forbes  junk  bond  fund  composite 

First  Investors  High  Yield-A '-  rst  Inv 
Fortis  Advantage-High  Yield-AFortis 
Franklin  Tax-Advantaged  High  Yield, Franklin 
Franklin's  AGE  High  lncome-1  Franklin 
Hancock  High  Yield  Bond-A"  -a:::- 

IDS  Extra  Income-AAmerExpress 

Invesco  High  Yield  Invesco 

Kemper  High  Yield-A  Kemper 

Keystone  High  Income  Bond  (B-4)2  Keystone 

Keystone  Strategic  I  ncome-A  Keystone 

Liberty  High  Income  Bond-A  :e:e'3:e: 
Lord  Abbett  Bond-Debenture  Lord  Abbett 
Lutheran  Brotherhood  High  Yield  _,:heran 
MainStay-High  Yield  Corp-A  . 
MAS-High  Yield  Portfolio  V-S 

Merrill  Lynch  Corp-High  Income-D  Merrill 
MetLife  State  Street  High  Income-A'State  Street 
MFS  High  Income-A 
Nicholas  Income  Fund  ". 
Northeast  Investors  Trust  Northeast 

Northstar  Advantage  High  Total  Return-A  Northstar 
Northstar  Advantage  High  Yield  Bond3  Northstar 
Offitbank-High  Yield  : 

Oppenheimer  Champion  High  Yield-A  Oppenheimer 
Oppenheimer  High  Yield-A  jopenheimer 

PaineWebber  High  Income-A  pameWebber 
Phoenix  High  Yield-A  3-oen« 
T  Rowe  Price  High  Yield 
Prudential  High  Yield-A  :,:eitial 
Putnam  High  Yield  Advantage-AyPutnam 

Putnam  High  Yield  Trust-A  :jtnam 
Seligman  High  Inc-Hi  Yld  Bond-A/Seligman 
Smith  Barney  Inc-High  Income-A4  Smith  Barney 
Spartan  High  Income  : 
SunAmerica  High  Income-A  SunAmenca 

United  High  Income-A  ,\addell 

United  High  Income  II  .Vaddell 

Van  Kampen  High  Yield-A  Van  Kamoen 

Vanguard  Fixed  Inc-High  Yield  Corp/Vanguard 


Annualized  total  return 
2/87  last 

to  6/95  12 

months 


10.9% 
8.6% 

6.8% 
8.7 


8.5 
8.0 
10.2 
5.0 


10.5 

9.1 

9.9 


11.1 
9.1 
8.1 
8.0 
9.2 


8.4 
8.2 
7.8 
8.0 
10.1 

9.4 
10.0 
8.2 

* 

7.7 

6.3 
7.9 
7.6 


14.9% 
8.7% 


9.0 
9.8 
11.2 
0.5 

1.0 


Yield 


9.8% 
9.7% 


Assets 

6/30/95 

(Smil) 


9.7 
10.1 

9.6 
10.6 

9.6 


1.805 

281 

- 

727 

281 


Weighted  Maximum  Annual 

average  sales  expenses 

maturity  charge  per 

(years)  SI  00 


S1.05 


8.0 
7.8 

'] 
7.6 
7.8 


5.00 
none 
4.50 
4.00b 

4.75 


0.96 

1.00a 

0.90 

1.80 

1.32 


■  Fund  rated  for  two  periods  only:  maximum  allowable  grade  A.     'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.     §Distnbutor 
may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,     a-  Net  of  absorption  of  expenses  by  fund  sponsor,     b:  Includes  back-end  load  that 
-  to  distributor.     NA:  Not  applicable  or  not  available.     'Formerly  Transamenca  High  Yield  Bond,    formerly  Keystone  Custodian  B-4. 
;e  High  Yield  Bond.     'Formerly  Smith  Barney  Shearson  funds. 
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10.9 

9.5 

580 

■: 

4.50 

1.21a 

8.7 

9.6 

1.140 

8.8 

4.75 

0.88 

* 

7.3 

9.5 

560 

9.0 

5.00 

0.95 

12.4 

8.7 

1.373 

6.9 

4.50 

1.06   J  - 

11.5 

8.9 

229 

9.9 

none 

0.48 

10.6 

10.5 

4.001 

7.3 

4.00 

0.78   I  ' 

4.2 

10.3 

769 

5.9 

4.50 

1.23 

11.1 

8.5 

874 

8.3 

4.75 

0.98a  I  : 

10.8 

\\ 

156- 

6.8 

none 

0.59 

10.0 

9.5 

695 

7.6 

none 

0.70   j 

4.2 

10.9 

138 

7.6 

4.75 

1.50 

7.8 

9.7 

147 

10.7 

4.75b 

1.20a  J  \ 

12.4 

9.0 

363 

-/- 

none 

1.13a 

8.2 

8-! 

::■: 

7.4 

4.75 

1.07 

7.1 

9.9 

1.248 

6.3 

4.75 

1.07 

1  ; 

-1.3 

11.5 

::: 

7.0 

4.00 

0.91 

7.4 

9.6 

523 

9.5 

4.75 

1.19 

9.2 

9.3 

1.189 

5.9 

none§ 

0.88 

9.5 

10.3 

3.813 

9.7 

4.00 

0.78 

7.0 

10.9 

953 

6.8 

4.75 

1.10   | 

6.9 

10.6 

3.668 

6.1 

4.75 

0.94   I 

13.4 

9.7 

130 

7.5 

4.75 

1.13 

7.7 

10.2 

778 

6.7 

4.50 

1.12 

13.9 

8.7 

849 

4.6 

none§ 

0.80 

1  r 

1.8 

11.9 

142 

7.7 

4.75 

1.61 
0.84 

9.2 

8.7 

965 

8.3 

5.75 

8.4 

8.6 

368   » 

7.7 

5.75 

0.92 

8.5 

10.5 

,310 

7.3 

475 

1.36 

J  <: 

13.6 

8.8 

2.513 

8.6 

none§ 

0.34 
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We've  invested  millions 
of  dollars  in  the  design  of 
something  we  hope  you'll 
never  use.  Ironic,  isn't  it? 

Fire  sprinklers  are  curious  things. 


More  recently,  Allendale  led  the  way  in 
the  research  and  development  of  the  Early  Suppression 
Fast  Response  (ESFR)  sprinkler.  This  permits  higher 
storage  as  well  as  the  storage  of  more  challenging 
commodities,  usually  without  subsequent  sprinkler 
retrofitting.  Instead  of  just  controlling  high  intensity  fires, 


Invest  a  lot  of  money  and  time  in  their  design  and        ESFR  sprinklers  can  actually  suppress  them,  normally 

for  half  the  cost  of  any  other  arrangement. 


engineering,  and  if  you're 
really  fortunate,  they'll 
never  be  put  to  use.  But 
if  ever  one  is  activated, 
rest  assured  that  it's 
capable  of  preventing  the 
spread  of  fire  and  minimizing  its  damage. 


And  now,  by  integrating  our 
decades  of  fire  research  with  current 
European  sprinkler  designs,  we  have 
produced  benchmark  international 
fire  protection  guidelines.  The  result? 
A    flexible    approach    which    permits 


We  SHOULD   KNOW.   We've  BEEN  LEADING        cost-effective  use  of  any  number  of      ^ 


the  way  in  sprinkler  technology  since  the  '80s. 
The  1880s,  that  is.  Allendale  Insurance  has  been  a 


154 

technologies  anywhere  in  the  world.      j|  ij 


Allendale  is  not  just  an 


leading  force  behind  the  development  of  modern        insurance  company.  We  work  to  help  you  prevent 
sprinkler  technology  through  its  partnership  with        property    loss,    minimize    damage,    and    reduce 


Factory  Mutual  Engineering  &  Research. 

During  the  1970s,  Allendale  Insurance 


disruptions  to  your  business. 

After  all,  your  business  is  changing 


and  Factory  Mutual  developed  the  large  drop        every   day.   We   are   committed   to   helping   you 
sprinkler,  which  greatly  limits  fire  spread  and  allows        anticipate  change,  manage  it,  and  to  stay  ahead  of  it 


customers  more  flexibility  in  the  use  of  their 


warehouse  storage  space. 


0m^h^ 


That  way,  we  can  offer  our  policyholders 


#      JuuOMg  \}t=£E!t=)    w    solutions  for  their  particular  challenges 


:./ 


s^  di 


c  (994,  Allendale  Insuram*  E,  P.O.  Box  7500,  Johnston,  Rhode  Island,  02919. 


Global  bond  funds 
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FUND  SURVEY 


Taxable  money  funds 


It's  not  exactly  the  frantic  days  of  the 
early  1980s,  when  investors  spent 
hours  poring  over  money  market  ta- 
bles in  the  newspapers,  trying  to  get  a 
13%  yield  improved  to  13.5%.  Inves- 
tors are  too  preoccupied  by  the  bull 
market  to  care  much  about  money 
markets.  But  it  does  pay  to  turn  a 
watchful  eye  every  now  and  then  on 
this  corner  of  your  portfolio.  If  you're 
sloppy,  vou  might  waste  half  a  point 
of  return  by  staying  in  a  money  fund 
with  excessive  expenses.  Keep  that  up 
for  two  years  with  $50,000  of  idle 
cash,  and,  aftertax,  you  Have  thrown 
$500  or  so  down  the  drain. 

To  make  the  job  of  finding  a  good 
money  market  fund  easier,  we  have 


^&-. 


culled  through  the  hundreds  out 
there  and  list  32  that  have  at  least 
$500  million  in  assets  and  .m  expense 
ratio  no  higher  than  0.61%.  Even 
0.61%  is  on  the  high  side  of  what  is 
tolerable.  Tolerate  an  expensive  fund 
only  if  you  keep  a  very  small  sum 
invested  or  if  the  account  provides 
great  convenience  for  you — for  exam- 
ple, if  it's  part  of  a  family  whose  main 
attraction  lies  elsewhere.  Also  consid- 
er switching  a  hunk  of  cash  to  a  short- 
term  Treasury  fund. 

Keeping  your  money  market  ac- 
count at  a  giant  fund  company  is  still  a 
good  idea,  since  money  funds  from 
small  sponsors  could  run  into  trouble 
if  some  of  their  paper  goes  bad.  Last 
year,  for  example,  BankAmerica  and 
Zweig/Glaser  Advisers  bailed  out 
money  market  funds  after  some  in- 
vestments went  bad;  firms  not  as  well 
capitalized  might  not  be  able  to  do  so. 
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Fund/distributor 


■  Benham  Capital  Preservation/Benham 
Benham  Prime  Money  Market/Benham 
Alex  Brown  Cash  Reserve-Prime/Brown 

■  Alex  Brown  Cash  Reserve-Treasury/Brown 

Dreyfus  Basic  Government  MM/Dreyfus 
Oreyfus  Basic  MM/Dreyfus 
Fidelity  Cash  Reserves/Fidelity 
Fidelity  Daily  Income  Trust/Fidelity 

fidelity  US  Government  Reserves/Fidelity 
Harris  Insight-Cash  Management/Funds  Dist 
Kemper  Money  Market-Govt  Secs/Kemper 
Kemper  Money  Market-MM/Kemper 

Northern  Funds-Money  Market/Sunstone 
Pacific  Horizon-Prime-PH/Bisys 

■  Pacific  Horizon-Treasury-PH/Bisys 
Pierpont  Money  Market/JP  Morgan 

Rodney  Square-MM/Rodney  Sq 
Schwab  Value  Advantage  MM/Schwab 
Seven  Seas  Money  Market-A/Russell 
Spartan  Money  Market/Fidelity 

Spartan  US  Government  MM/Fidelity 

■  Spartan  US  Treasury  MM/Fidelity 
United  Services-Govt  Savings/United 
USAA  Mutual-Money  Market/USAA 

UST  Master  Funds-Govt  Money/Edgewood 
UST  Master  Funds-Money/Fdgewood 

■  Vanguard.  Admiral-US  Treasury  MM/Vanguard 
Vanguard  MM  Reserves-Federal/Vanguard 

Vanguard  MM  Reserves-Prime/Vanguard 

■  Vanguard  MM  Reserves-US  Treas/Vanguard 
Woodward  Money  Market/Woodward 

■  Woodward  Treasury  MM/Woodward 


Assets  Last  12  months  Annual 

6/30/95  return  from  expenses 

($mil)         income  dividends       per  $100 


$2,931 

4.8% 

$0.50 

1.370 

5.4 

0.50a 

1.707 

5.0 

0.61 

558 

4.6 

0,55a 

1,204 

5.4 

0.17a 

1.870 

5.4 

0.18a 

16,863 

5.0 

0.52 

2,220 

5.1 

0.55 

1,160 

5.0 

0,51 

547 

4,9 

0.55a 

599 

5.1 

0,46 

3.995 

5.1 

0,52 

914 

5,1 

0.45a 

1,394 

5,0 

0,51a 

1,315 

4.8 

0.55 

2,073 

5.1 

0.43a 

717 

5,0 

0.53 

5,550 

5.2 

0.40a 

2,868 

5.1 

0.38a 

7,995 

5.2 

0.44 

722 

5.0 

0.45 

1,723 

4.8 

0.45 

527 

5.0 

0.40a 

1,476 

5.2 

0.46 

804 

4.9 

0.50a 

895 

5.0 

0.51a 

1,535 

5.1 

0.15 

2.464 

* 

5.2 

0.32 

17,709 

5,2 

0.32 

2,360 

4.9 

0.32 

1.433 

4,9 

0.52 

670 

4.8 

0.53 

■  Dividend  exempt  from  state  tax  in  states  that  permit  flow-through  of  US  government  interest,    a:  Net  of  absorption  of 

expenses  by  fund  sponsor. 

Sources:  Upper  Analytical  Services:  Forbes. 
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Tax-free  money  funds 


If  you  are  in  a  high  tax  bracket,  you 
might  come  out  a  bit  ahead  with  a  tax- 
free  fund.  But  don't  be  so  preoccu- 
pied with  taxes  that  you  lose  sight  of 
expenses. 

This  warning  goes  double  for  peo- 
ple considering  double -tax-free  mon- 
ey funds,  those  that  invest  in  tax- 
exempt  paper  from  their  home  state. 
The  state  tax  advantage  can  easily  be 
rt'iped  out  by  excessive  expenses.  (For 
more  on  this  subject,  see  the  story  on 
page  170.) 

Example:  The  Vanguard  Municipal 
Bond  Fund-Money  Market  costs  21 
oasis  points  per  year,  or  S21  per 
510,000  invested.  Fidelity's  Spartan 
Massachusetts  Municipal  Money 
Market  charges  50  basis  points.  Fidel- 
ty's  fund  saves  you  maybe  18  basis 
joints  in  state  income  taxes  ( remem- 
ber that  state  taxes  are  deductible  on 
•federal  returns).  It  makes  little  sense 
or  Bostonians  to  pay  29  basis  points 
fcxtra  for  the  Massachusetts  fund 
fvhen  it  produces  just  18  basis  points 
n  tax  savings  compared  with  the  na- 
ional  fund. 

Another  option  for  the  tax  con- 
iCious  is  to  own  a  money  market  that 
^  federally  taxable  but,  by  dint  of 
lolding  U.S.  Treasury  paper,  exempt 
rom  state  tax.  Depending  on  your 
tate  and  federal  tax  brackets,  the 
ligher  yield  on  the  taxable  money 
narket  may  just  about  make  up  for 
he  federal  taxes  you  would  owe.  Such 
federally  taxable,  state-exempt  funds 
ppear  on  the  opposite  page  with 
mllets. 


>®  ■ 


••  fJ^-.* 


Fund/distributor 

Assets 

6/30/95 

($mil) 

Last  12  months 

return  from 
income  dividends 

Annual 
expenses 
per  $100 

Benham  Calif  Tax-Free  MM/Benham 

$391 

3.1% 

$0.51 

Dreyfus  Basic  Muni  MM/Oreyfus 

1.058 

3.6 

0.13a 

Dreyfus  Connecticut  Muni  MM/Dreyfus 

239 

3.2 

0.38a 

Dreyfus  Florida  Municipal  MM/Dreyfus 

165 

3.4 

0.19a 
0.28a 

Dreyfus  Mass  Muni  MM/Oreyfus 

158 

3.2 

Dreyfus  NJ  Muni  MM/Dreyfus 

723 

3.0 

0.42a 

Dreyfus  Penn  Muni  MM/Dreyfus 

148 

3.4 

0.36a 

Fidelity  Tax-Exempt  MM/Pidelity 

3.578 

3.2 

0.51 
0.46a 

General  Calif  Municipal  MM/Dreyfus 

469 

3.1 

General  NY  Municipal  MM/Dreyfus 

662 

3.0 

0.34a 

Kemper  Money  Market-Tax-Ex/Kemper 

761 

3.4 

0.41 

Northern  Funds-Municipal  MM/Sunstone 

952 

3.3 

0.45a 

Pierpont  Tax-Exempt  MM/JP  Morgan 

1,005 

3.2 

0.52a 

Salomon  Brothers  NY  Muni  MM/Salomon 

204 

3.4 

0.41 

Spartan  Calif  Municipal  MM/Fidelity 

1,231 

3.4 

0.28a 

Spartan  Connecticut  Muni  MM/Fidelity 

162 

3.1 

0.50 
0.46a 

Spartan  Florida  MM/Fidelity 

356 

3.2 

Spartan  Mass  Municipal  MM/Fidelity 

433 

3.0 

0.50 

Spartan  Muni  Money/Fidelity 

2,190 

3.4 

0.40a 

Spartan  New  Jersey  Muni  MM/Fidelity 

460 

3.3 

0.30a 

0.50 

Spartan  New  York  Municipal  MM/Fidelity 

598 

3.1 

Spartan  Pennsylvania  Muni  MM/Fidelity 

221 

3.3 

0.50 

USAA  Tax-Exempt-Calif  MM/USAA 

269 

3.3 

0.47 

USAA  Tax-Exempt-Money  Market/USAA 

1,463 

3.3 

0.39 
0.50a 

USAA  Tax-Exempt-Virginia  MM/USAA 

101 

3.2 

LIST  Master  Tax-Ex-Short-Term/Edgewood 

756 

3.2 

0.52a 

Vanguard  California  T-F-MM/Vanguard 

1,118 

3.4 

0.19 

Vanguard  Muni  Bond-MM/Vanguard 

4.144 

3.4 

0.21 
0.21 

Vanguard  NJ  Tax-Free-MM/Vanguard 

814 

3.3 

Vanguard  Ohio  Tax-Free-MM/Vanguard 

170 

3.4 

0.23 

Vanguard  Penn  Tax-Free-MM/Vanguard 

1.146 

3.3 

0.20 

Woodward  Tax-Exempt  MM/Woodward 

480 

3.1 

0.53 

a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
Sources:  Upper  Analytical  Services;  Forbes. 
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FUND  SURVEY 


Fund 
distributors 


For  each  distributor,  we  show  ad- 
dress, telephone  number  and  the  in- 
vestment required  to  open  an  account 
at  its  funds.  Don't  just  order  the 
prospectus  when  you  call  the  distribu- 
tor listed  below.  The  prospectus  de- 
scribes what  the  fund  can  own;  the 
annual  and  semiannual  reports  de- 
scribe what  the  fund  doesown.  Ask  for 
the  latest  version  of  all  three.  More- 
meticulous  investors  will  also  request 
the  fund's  statement  of  additional 
information,  which  gives  still  more 
detail.  These  documents  are  not  light 
reading.  But  mutual  fund  investing  is 
not  as  simple  as  it  used  to  be,  and 
forewarned  is  forearmed. 


Fund 

Balanced 
Foreign  stock 
Global  bond 
Global  stock 
Junk  bond 
Money  market 
Municipal  bond 
Stock 
Taxable  bond 


Symbol 

BA 
FS 
GB 
GS 
JU 
MM 
MU 
ST 
BD 


Fund/minimum  initial  investment  ($)  Type 

AAL  Capital  Management 

222  West  College  Avenue 
Appleton,  Wl  54919-0007 
(800)  553-6319 


AAL  Bond  Fund/1,000 
AAL  Capital  Growth/1,000 
AAL  Municipal  Bond/1,000 
AAL  Smaller  Company  Stock/1,000 
AAL  Utilities  Fund/1,000 

Acorn  Investment  Trust 

227  West  Monroe  Street 
Chicago,  IL  60606-5016 
(312)  634-9200;  (800)  922-6769 

Acorn  Fundt 

Acorn  International  Fundt 

AIM  Distributors 

Eleven  Greenway  Plaza 

Houston,  TX  77046 

(713)  626-1919;  (800)  347-1919 

AIM  Balanced  Fund-A/500 

AIM  Equity-Aggressive  Growth/500 

AIM  Equity-Charter-A/500 

AIM  Equity-Constellation-A/500 

AIM  Equity-Wemgarten-A/500 

AIM  Global  Utilities-A/500 

AIM  Government  Secunties-A/500 

AIM  Growth  Fund-A/500 

AIM  High  Yield-A/500 

AIM  Income  Fund-A/500 

AIM  lnternational-Equity-A/500 

AIM  Limited  Maturity  Treasury-Retail/500 

AIM  Municipal  Bond-A/500 

AIM  Summit  Fund*" 

AIM  Value  Fund-A/500 


BD 
ST 
MU 
ST 
ST 


Fund/minimum  initial  investment  ($)  Type 

Fred  Alger  &  Co 

30  Montgomery  Street 
Jersey  City,  NJ  07302 
(800)  992-3863 

Alger  Fund-Growtht  ST 

Alger  Fund-Small  Capitalization!  ST 

Alliance  Fund  Services 

500  Plaza  Drive 
Secaucus,  NJ  07094 
(800)  227-4618 


ALPS  Mutual  Funds  Services/1,000 

370  Seventeenth  Street 

Denver,  CO  80202 

(303)  623-2577;  (800)  392-2673 


ST 


accept  collect  calls.    tClosed  to  new  investors     +No  minimum.    "'Available  only  through  monthly  contractual  plan. 


Alliance  Bond-US  Govern ment-A/2 50 

BD 

Alliance  Conservative  lnvestors-A/250 

BA 

Alliance  Fund-A/250 

ST 

ST 

Alliance  Funds-Strat  Balanced-A/250 

BA 

FS 

Alliance  Global  Dollar  Govt-A/250 

GB 

Alliance  Global  Small  Cap-A/250 

GS 

Alliance  Growth  &  lncome-A/250 

ST 

Alliance  Growth  Fund-A/250 

ST 

Alliance  Growth  lnvestors-A/250 

BA 

Alliance  Income  Builder-A/250 

GB 

BA 

Alliance  International  Fund-A/250 

FS 

ST 

Alliance  Multi-Market  Strategy-A/250 

GB 

ST 

Alliance  Muni  lncome-Calif-A/250 

MU 

ST 

Alliance  Muni  Income-Ins  Calif-A/250 

MU 

ST 

Alliance  Muni  Income-Ins  Natl-A/250 

MU 

GS 

Alliance  Muni  lncome-Natl-A/250 

MU 

BD 

Alliance  Muni  Income-New  York-A/250 

MU 

ST 

Alliance  New  Europe-A/250 

FS 

JU 

Alliance  North  American  Govt  lnc-A/250 

GB 

BD 

Alliance  Premier  Growth-A/250 

ST 

FS 

Alliance  Quasar  Fund-A/250 

ST 

BD 

Alliance  Short-Term  Multi-Market-A/250 

GB 

MU 

Alliance  Strategic  Balanced  Shares-A/250 

BA 

ST 

Alliance  Technology  Fund-A/250 

ST 

ST 

Alliance  World  Income/10,000 

GB 

Alliance  Worldwide  Privatization/250 

FS 
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Fund/minimum  initial  investment  ($)  Type 

American  Express  Financial  Advisors 

IDS  Tower  10 
Minneapolis,  MN  55440 
(800)  437-4332 

IDS  Blue  Chip  Advantage-A/2,000  ST 

IDS  Bond  Fund-A/2,000  BD 

IDS  California  Tax-Exempt-A/2,000  MU 

IDS  Discovery  Fund-A/2,000  ST 

IDS  Diversified  Equity  lncome-A/2,000  ST 

IDS  Equity  Select-A/2,000  ST 

IDS  Equity  Value-A/2, 000  ST 

IDS  Extra  lncome-A/2,000  JU 

IDS  Federal  lncome-A/2,000  BD 

IDS  Global  Bond-A/2,000  GB 

IDS  Global  Growth-A/2,000  GS 

IDS  Growth  Fund-A/2,000  ST 

IDS  High  Yield  Tax-Exempt-A/2,000  MU 

IDS  Insured  Tax-Exempt-A/2,000  MU 

IDS  International  Fund-A/2,000  FS 

IDS  Managed  Retirement-A/2,000  ST 

IDS  Minnesota  Tax-Exempt-A/2,000  MU 

IDS  Mutual  Fund-A/2,000  BA 

IDS  New  Dimensions-A/2,000  ST 

IDS  New  York  Tax-Exempt-A/2,000  MU 

IDS  Precious  Metals-A/2,000  FS 

IDS  Progressive  Fund-A/2,000  ST 

IDS  Selective  Fund-A/2,000  BD 

IDS  Stock  Fund-A/2,000  ST 

IDS  Strategy  Aggressive-A/2,000  ST 

IDS  Tax-Exempt  Bond-A/2,000  MU 

IDS  Utilities  lncome-A/2,000  ST 

American  Funds  Group 

333  South  Hope  Street 
Los  Angeles,  CA  90071-1443 
(800)  421-9900 

Amcap  Fund/1,000  ST 

American  Balanced  Fund/500  BA 

American  High-Income  Trust/1,000  JU 

American  Mutual  Fund/250  ST 

Bond  Fund  of  America/1,000  BD 

Capital  Income  Builder/1,000  ST 

Capital  World  Bond/1,000  GB 

Capital  World  Growth  &  Income/1,000  GS 

EuroPacific  Growth  Fund/250  FS 

Fundamental  Investors/250  ST 

Growth  Fund  of  America/1 ,000  ST 

Income  Fund  of  America/1,000  BA 
Intermediate  Bond  Fund  of  America/1,000  BD 

I  nvestment  Co  of  America/2  50  ST 
Limited  Term  T-E  Bond  of  America/1,000   MU 

New  Economy  Fund/1,000  ST 

New  Perspective  Fund/250  GS 

Smallcap  World  Fund/1,000  GS 
Tax-Exempt  Bond  Fund  of  America/1,000    MU 

Tax-Exempt  Fund  of  California/1,000  MU 

US  Government  Securities/1,000  BD 

Washington  Mutual  lnvestors/250  ST 


oq  orbes  ■  August  28,  1995 


LEAVING  YOUR  JOB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Rowe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  your  retirement  money. 

We  help  you  know  all  your  options.  Our  up-to-date 
kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 
1-800-541-7883 


Invest  With  Confidence 

T.Rowefirice 


•Ik, 


T  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


mi:i'iniiiiii:iiin 


Fund  -inimum  initial  investment  (S)  Type 

American  Growth  Fund  5"  5" 

:-:-.;■  ::  ■:::: 

(303)  623-6137':  (800)  525-2406 

Amway  Mutual  Fund  5::  ST 

":":  Eis::.::-  ivee: 

Ada.M  - 

(800)  346-2670 

Aquila  Distributors 

380  Madison  Avenue 

New  York.  HY  10017 

(212)  697-6666:  (800)  228-4227 

Churchill  T-F  Fund  of  Kentucky/1,000  MU 

Hawaiian  Tax-Free  Trust  1.000  MU 

Tax-Free  Fund  of  Colorado/1.000  MU 

Tax-Free  Trust  .'  -  zona  1  :O0  MU 

Tax-Free  Trust  of  Oregon.'  1 .000  M  U 


Fund  ~  nmjm  initial  investment  (5) 

Type 

Ariel  Mutual  Funds 

'.'.' \:~"  "  :_  ir  -.t'.t 

:•::::  .if:: 

(800)  292-7435 

Ariel  Appreciation  Fund/1.000 

ST 

Ariel  Growth  Fundi 

r 

Amhold  &  S  Bleichroeder  5  ;  1 1  ST 

-:  :  :::  = 

New  York.  NY  10006 

(212)  943-9200:  (800)  451-3623 

Atlas  Funds 

.:'..  -=~s:-  <r~: 

Oakland  CA  9-:.: 

(510)  446-4444:  (800)  933-2852 

Atlas  California  Mum  Bond-A/2.500  MU 

Atlas  Growth  &  I  ncome-A/2.500  ST 

Atlas  US  Govt  &  Mortgage  Secs-A/2.500      BD 


Fund  -ninimum  initial  investment  (S) 

Robert  W  Baird  &  Co 


Type 


(414)  765-3500:  (800)  792-2473 

Baird  Blue  Chip/1.000 

2=  :  :=:  :a  Ze.e  ::~e -:  1  ZZZ 

Baron  Asset  Fund  2.000 
-::  :r-  -.r.i 
New  York.  NY  10022 
(800)  992-2766 

Bartlett  Capital  Trust 


I  ~:  ~~y    >  -:ZZZ 

(513)  621-4612:  (800)  800-3609 

Bartlett  Basic  Value/5,000 
Bartlett  Value  International/5.000 

Benham  Capital  Management 


ST 

FS 


Vi    a::;:: ;;  r:-  :i  s     ~:  :\r. ::  --.-  - .-:::\     -\; 


(8001  321-8321 

Benham  Adjustable  Rate  Govt  Secs/1. 000  BD 

Benham  Calif  Muni  High-Yield/1.000  MU 

Benham  Calif  Tax-Free  Insured/1.000  MU 

Benham  Cal  if  Tax-Free  I  ntermed/1 ,000  M  U 


Fund/minimum  initial  investment  ($)  Type 

Benham  Calif  Tax-Free  L-T/ 1,000  MU 

Benham  Calif  Tax-Free  MM/1,000  MM 

Benham  Calif  Tax-Free  Short-Term/1,000  MU 

Benham  Capital  Preservation/1,000  MM 

Benham  Equity  Growth/1,000'  ST 

Benham  European  Govt  Bond/1,000  GB 

Benham  GNMA  Income/1,000  BD 

Benham  Gold  Equities  Index/1,000  GS 

Benham  Income  &  Growth/1,000  ST 

Benham  Prime  Money  Market!  MM 

Benham  Target  Maturities-2000/1,000  BD 

Benham  Target  Maturities-2005/1,000  BD 

Benham  Target  Maturities-20 1 5/1 ,000  BD 

Benham  Target  Maturities-2020/1,000  BD 

Benham  Treasury  Note/1,000  BD 

Benham  Utilities  Income/1,000  ST 

Berger  Associates 

210  University  Boulevard 

Denver,  CO  80206 

(303)  329-0200;  (800)  333-1001 

Berger  One  Hundred/250  ST 

Berger  One  Hundred  and  One/250  ST 

Berger  Small  Company  Growth/250  ST 


Fund/minimum  initial  investment  ($)  Type 

Sanford  C  Bernstein  &  Co 

767  Fifth  Avenue 
New  York,  NY  10153 
(212)  756-4097* 

Bernstein  California  Muni/25,000  MU 

Bernstein  Diversified  Muni/25,000  MU 

Bernstein  Govt  Short  Duration/25,000  BD 

Bernstein  Intermediate  Duration/25,000  BD 

Bernstein  International  Value/25,000  FS 


Bernstein  New  York  Muni/25,000 

MU 

Bernstein  Short  Duration  +/25.000 

BD 

Berwyn  Fund/10,000 

ST 

1189  lancaster  Avenue 

Berwyn,  PA  19312 

(800)  824-2249 

Bisys  Fund  Services 

125  West  55th  Street 

New  York,  NY  10019 

(212)  492-1600;  (800)  367-6075 

Amcore  Vintage  Equity/1,000 

ST 

American  Performance  Equity/1,000 

ST 

AmSouth  Balanced  Fund/1,000 

BA 

AmSouth  Equity  Fund/1,000 

ST 

Fund/minimum  initial  investment  ($) 

Type 

AmSouth  Regional  Equity/1,000 

ST 

Hanover  Blue  Chip-lnvestort 

ST 

HighMark  Income  Equity-lnvestor/1,000 

ST 

MarketWatch  Equity  Fund/1,000 

ST 

Pacific  Horizon-Aggressive  Growth/1,000 

ST 

Pacific  Horizon-Calif  T-E  Bond/1,000 

MU 

Pacific  Horizon-Capital  Income/1,000 

BA 

Pacific  Horizon-Pnme-PH/1,000 

MM 

Pacific  Horizon-Treasury-PH/1,000 

MM 

Parkstone  High  Inc  Equity-Invest  A/1,000 

ST 

Parkstone  Small  Capitahzation-A/1,000 

ST 

Riverside  Capital  Value  Equity/1,000 

ST 

Victory-Balanced  Fund/500 

BA 

Victory-Diversified  Stock/500 

ST 

Victory-Government  Mortgage/500 

BD 

Victory-Growth  Fund/500 

ST 

Victory-Intermediate  Income/500 

BD 

Victory-International  Growth/500 

FS 

Victory-Limited  Term  Income/500 

BD 

Victory-Special  Value/500 

ST 

Victory-Stock  Index/500 

ST 

Victory-Value  Fund/500 

ST 

¥ 


malmsl 


m  <md It  My  a  place 

u  (Obuq,  IWweveir,  lease  ©me. 


ory. 


I 


t's  not  often  you  get  the 
portunity  to  be  part  of 
itory.  To  walk  where  Billy 
:  Kid  walked.  To  sleep  where 

Carson  slept.  To  see  what 
ironimo  saw.  But  now's  your  chance.  Fort  Stanton, 
:ed  on  the  National  Register  of  Historic  Places,  is 
!  lilable  for  long-term  lease. 

Established  in  1855,  Fort  Stanton  is  located  on 
er  1200  acres  in  beautiful  Southern  New  Mexico, 
lis  fully-operational,  multi-use  facility  has  room 


for  hundreds  and  comes  equipped 
with  over  80  structures,  including  a 
post  office,  fire  station,  infirmary, 
gymnasium  and  swimming  pool.  Kind 
of  different?  Sure.  But  then  again,  it  might 
just  be  the  opportunity  of  a  lifetime  for  your  com- 
pany. And  your  ticket  to  a  place  in  history 

To  secure  a  Fort  Stanton  R.F.P.  (Request  for 
Proposals),  call  (505)  827-2141. 

NEWMEXICO 

AMERICA'S  LAND  OF  ENCHANTMENT 


i|i]Ml;-l:liHi];w 


FUND  SURVEY 


Fund/minimum  initial  investment  ($) 

Type 

William  Blair 

:;:  •;-.■■  --■-  '.—.- 

■ :-;:    .-.'.-.r. 

(312)  364-8000:  (800)  742-7272 

Wm  Blair-Growth/1,000 

ST 

Wm  Blair-lncome  Fund/2.500 

e: 

Wm  Blair-lnternational  Growth/5.000 

cs 

BNY  Hamilton  Equity  Income  2.CC-: 

ST 

":::  1  '•:  - 

la  Joila.CA  92037 

(800)  426-9363 

Brandywine  Fund 

c/o  Firstar  Trust  Co.  PO  Bffl  701 

Milwaukee.  W  53201-0701 

(800)  656-3017 

Brandywine  Blue  Fund/100,000 

ST 

Brandy*  ite  r-_:  25  300 

ST 

Alex  Brown  &  Sons 
135  East  Baltimore  Street 
Baltimore.  MO  21202 
(800)  767-3524 

Alex  Brown  Cash  Reserve-Primei 
Alex  Brown  Cash  Rese-.  -  1.500 

Flag  Investors  Managed  Mum-A/2.000 
Flag  Investors  Telephone  lncome-A/2.000 
Flag  Investors  Tot  Ret  US  Treas-A/2.000 
Flag  Investors  Value  Builder-A/2.000 


MM 
MM 

MU 

ST 
BD 
BA 


^U& 


Fund 


--:  s 


Bull  &  Bear  Special  Equity  1  122 

:-  ;   -;  :  t  ::.:  r 

New  York.  NY  10005 

(212)  363-1100:  (800)  847-4200 


Type 

ST 


Bumham  Fundi  222 

ST 

1:2:  -  z.i  :'  "t  ~~i- :;: 

New  York.  NY  10019 

(212)  262-3100:  (800)  874-3863 

California  Tax-Free  Income  12  222 
—     "::--'  1  ■■—■ 

:  =xisco  CA  94104 
(415)  398-2727':  (800)  225-8778 


V. 


Calvert  Group 

4550  Montgomery  Avow 

Et"t:::    '1  1!.- 

(800)  368-2748 

--.  Social  lnv-Equrty-A/1.000 

ST 

Calvert  Social  Inv-Mngd  Growth-A/ 1,000 

E- 

Calvert  Strategic  Growth-A'2.000 

ST 

Calvert  Tax-Free  Reserves-Ltd-A/2.000 

MU 

Calvert  World  Values-Global  Eq-A/2.000 

GS 

Capstone  Asset  Planning  Co 

- 
Houston.  IX  77057 
(800)262-6631 

Capstone  Government  Income/10.000 
•;wth  Fund/200 

Cardinal  Group  of  Funds 

Columbus.  OH  43215 

(800)  282-9446;  (800)  848-7734 

al  Fund/1 .000 
Cardinal  Government  Obligations/1.000 

Caterpillar  Investment  Management 


(309)  675-5123:  (800)  662-4769 

Preferred  A;  :-: 

tJ  Growth  Fund} 
Preferred  International  Fundi 

ed  Value  Fundi 

Century  Shares  Trust/500 

'.'-  .  -.--.  \.v- 
Boston.  MA  02109 
(617)  482-3060';  (800)  321-1928 


Fund-  '  -.- 
CGM  Funds 


Type 


(617)  859-7714;  (800)  345-4048 


Cohen  &  Steers  Realty  Shares.  10,000  # 

757  Third  Avenue 

New  York.  NY  10017 

(212)  832-3232:  (800)  437-9912 

Colonial  Investment  Services 
It  '--r:  i  \-_~-: 


Boston.  MA  0211! 

(800)  225-2365 

Colonial  Calif  Tax-Exempt-A/l.OOO 

MU 

Colonial  Conn  Tax-Exempt-A/ 1.000 

MU 

Colonial  Federal  Secunties-A/1.000 

V. 

BD 

Colonial  Fund-A/1.000 

E- 

ST 

Colonial  Global  Equity-A/1.000 

GS 

Colonial  Global  Natural  Resources-A/1.000  GS 

Colonial  Global  Utilities-A/1.000 

ST 

Colonial  Growth  Shares-A/1.000 

ST 

Colonial  High-Yield  Muni-A/1.000 

MU 

Colonial  High  Yield  Secs-A/1.000 

JU 

ST 

Colonial  Income  Fund-A/1,000 

E2 

BD 

Colonial  Intl  Fund  for  Growth-A/1.000 

FS 

Colonial  Mass  Tax-Exempt-A/ 1.000 

MU 

Colonial  New  York  Tax-Exempt-A/1.000 

MU 

Colonial  Newport  Tiger-A/1. 000 

FS 

Colonial  Ohio  Tax-Exempt-A/1.000 

MU 

Colonial  Small  Stock-A/1,000 

ST 

E- 

Colonial  Strategic  lncome-A/1,000 

E- 

5T 

Colonial  Tax-Exempt-A/1.000 

MU 

FS 

Colonial  Tax-Exempt  lnsured-A/1.000 

MU 

51 

Colonial  US  Government-A/ 1.000 

E2 

ST 

Colonial  US  Fund  for  Growth-A/1.000 

ST 

Colonial  Utilities  Fund-A/1,000 

BA 

22'.'  2;:  :a  2e.e  ::~e-r 

ST 

CGM  Mutual  Fund/2.500 

E- 

Chesapeake  Growth  Fund" 

ST 

285  Wilmmgton-West  Chester  Pike 

Chadds  Ford.  PA  19317 

(610)  558-2800 

Clipper  Fund  5  222 

ST 

IE!.  ,',  r-e  \:.  ■-..■■-. 

:::■     -    :    .-  ':..:. 

(310)  247-3940:  (800)  776-5033 

-,',    :;;,;• ;;  -  ■•  ;;        ■'. -.ir.::  ■-.       rV:\     :\: _-     =:,:-  _=:  -.  ■■  >e .       :.r  :i::.- ::-iir 
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.-■I 


s 


-.:* 


Cohmbia  Funds  Management  Co 

-ri-:  :~  r::"-:.::." 

1800)  547-1707 

Z:  -~:  3  -  -f:  :;-r  Sf:_  :  3i  1 
Columbia  International  Stuck/1. 000 
Co.-:  a5:e:  3  r-  :  I  :."." 


;::  3.  -.-: 


s::  -:-:5-: 


Ciabbe  Huson  Securities 

:.'-*"    ''■-.':'   '".  '  :."" 

tafeal  OR  972M 
[800)  541-9732 

:-i".3--;:-  -is;:  -  ::  I  JEE 
Dreobe  Huson  Equity  Fund/2.000 
:-3::3  -.;:-  5:~;  3  r_":  I  ::: 


E- 


v. 

r 


I  Co — c*  St-J3-V.-  5;-;_r."  '•'. 

C : — r-3 i i  r.-:s 

1  E  :?::a.  IM  022G6-8519 

I  (610)  254-1000*:  (800)  451-8371 

I  Compass  Caprtal  Equity  Income/2.500 

Z:-:3i3  lizi  '-  -3:   -y.-il  :X  zl 


r 


E- 


Fund  ~  -  ~_-  "       -    ;"r"    S 
3e  =  -  \'\  ff  :3.-;  :i 

(212)  392-2550:  (800)  869-3863 


Type 


_  DOC 


'. 
:  Sees 

.  30X 

■ .  -     ■ 


."33-    ■'■    "r     :  i'l.OOC 


t-Eq  I 

-3 .  :;; 


:-  -  ■  -   :  j  j : 


Delaware  Distributors 

:-  3:r:--  :i  .;. :;■;;;; 

(800)  523-4640 

13  :■•■;' i  3":_:  re:a:_    ~:;  ""3-:  Iff 
13  3-3 -3  I-  :_:  De:a:.   "::=  r;:-:  If: 
I'3  :■-''■:■.' 3  2r;_:  Tr  3-3  3--  IrE 


reasRes  -  I  OOO 

■3-:--^: 

II 


ST 
ST 
53 
ST 
E3 
ST 
rE 
GS 
GB 
GS 
ST 
Jl 
JU 
E- 
Ul 
51 
rS 
GS 

e: 
e- 

'.';. 
ESC 

ST 
ST 
GB 
GS 
E- 
ST 
=  - 
FS 

:-e 

ST 


ST 
ST 
E- 
ST 
JU 
rE 
MU 
BD 
ST 
BD 
ST 
MU 


M 
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Launched  ]ust  nine  vear 
established  nearly  a  half  million 
holder  accounts,  helping  guide  hundreds 
of  thousands  of  individuals  through  the 
ups  and  downs  of  investing.  Call  1-800- 
695-9950.  Ext.  100.  for  a 
free  prospectus  which 
contains  more  complete 
information,  including 
advisorv  fees,  other  ex-  MAINSTAY 
penses  and  share  classes.         FL'NDS 

Most  MainSta\  Funds  currently  offer  two  classes  of  shires 
You  should  consider,  when  deciding  whether  to  purchase  a 
particular  class  of  shares,  the  investment  amount,  antici- 
pated holding  period,  and  other  relevant  factors  Investors 
should  re*A  the  prospectus  cirefulh  before  thev  ■ 
send  money-.  XYLIFE  Distributors  Inc. .  the  distributor  and 
administrator  of  The  MainStay  Funds  26c  Cherry  Hill 
Road.  Parsippanv.  NJ  070^4  is  an  indirect  wholly  owned 
subsidiary  of  New  York  Life  Insurance  Company 
\H  Rishts.  Reserved 


nii;iiinni:ii:iiiiii;tt 


FUND  SURVEY 


Fund/minimum  initial  investment  ($)  Type 

Dodge  &  Cox 

One  Sansome  Street 
San  Francisco.  CA  94104 
(800)  621-3979 

Dodge  &  Cox  Balanced  Fund/2,500  BA 

Dodge  &  Cox  Income  Fund/2.500  BD 

Dodge  &  Cox  Stock  Fund/2,500  ST 


Dreyfus  Service  Corp 

144  Glenn  Curtiss  Boulevard 

Uniondale.  NY  11556-0144 

(800)  645-6561 

Dreyfus  A  Bonds  Plus/2,500 

BD 

Dreyfus  Appreciation  Fund/2,500 

ST 

Dreyfus  Asset  Alloc-Total  Return/2,500 

BA 

Dreyfus  Balanced  Fund/2,500 

BA 

Dreyfus  Basic  Government  MMt 

MM 

Dreyfus  Basic  MM/25,000 

MM 

Dreyfus  Basic  Muni  MM/25,000 

MM 

Dreyfus  Calif  Intermed  Muni/2,500 

MU 

Dreyfus  Calif  Tax-Exempt  Bond/2,500 

MU 

Dreyfus  Capital  Value-A/2,500 

ST 

Dreyfus  Conn  Intermed  Muni/2,500 

MU 

Dreyfus  Connecticut  Muni  MM/2,500 

MM 

Dreyfus  Core  Value-lnvestor/2,500 

ST 

Dreyfus  Edison  Electric  Index/2,500 

ST 

Dreyfus  Florida  Intermed  Muni/2,500 

MU 

Dreyfus  Florida  Municipal  MM| 

MM 

Dreyfus  Fund/2,500 

ST 

Dreyfus  Global  Growth  LP/2,500 

GS 

Dreyfus  GNMA  Fund/2.500 

BD 

Dreyfus  Growth  &  Income/2,500 

ST 

Dreyfus  Growth  Opportunity/2,500 

ST 

Dreyfus  Insured  Muni  Bond/2,500 

MU 

Dreyfus  Intermed  Muni  Bond/2,500 

MU 

Dreyfus  International  Equity/2,500 

FS 

Dreyfus  Mass  Muni  MM/2,500 

MM 

Dreyfus  Mass  Tax-Exempt  Bond/2,500 

MU 

Dreyfus  Municipal  Bond/2,500 

MU 

Dreyfus  NJ  Intermed  Muni  Bond/2.500 

MU 

Dreyfus  NJ  Municipal  Bond/2,500 

MU 

Dreyfus  NJ  Muni  MM/2,500 

MM 

Dreyfus  New  Leaders/2,500 

ST 

Dreyfus  NY  Insured  T-E  Bond/2,500 

MU 

Dreyfus  NY  Tax-Exempt  Bond/2,500 

MU 

Dreyfus  NY  T-E  Intermed  Bond/2,500 

MU 

Dreyfus  100%  US  Treas  lntermed/2,500 

BD 

Fund/minimum  initial  investment  ($) 

Type 

Dreyfus  100%  US  Treasury  L-T/2,500 

BD 

Dreyfus  100%  US  Treasury  S-T/2,500 

BD 

Dreyfus  Penn  Muni  MM/2,500 

MM 

Dreyfus  Short-Intermediate  Govt/2,500 

BD 

Dreyfus  Short- Intermed  Muni  Bond/2,500 

MU 

Dreyfus  Short-Term  Income/2,500 

BD 

Dreyfus  Special  Growth-lnvestor/2,500 

ST 

Dreyfus  Strategic  Growth/2,500 

ST 

Dreyfus  Strategic  Income/2,500 

BD 

Dreyfus  Strategic  Invest- A/2, 500 

ST 

Dreyfus  Third  Century/2,500 

ST 

General  Calif  Municipal  Bond/2,500 

MU 

General  Calif  Municipal  MM/2,500 

MM 

General  Municipal  Bond/2,500 

MU 

General  NY  Municipal  Bond/2,500 

MU 

General  NY  Municipal  MM/2,500 

MM 

Peoples  Index  Fund/2,500 

ST 

Peoples  S&P  MidCap  Index/2,500 

ST 

Premier  California  Muni  Bond-A/1,000 

MU 

Premier  Capital  Growth/2,500 

ST 

Premier  Global  lnvesting-A/2,500 

GS 

Premier  GNMA  Fund-A/1,000 

BD 

Premier  Municipal  Bond-A/1,000 

MU 

Premier  New  York  Muni  Bond-A/1,000 

MU 

Premier  State  Muni-Conn-A/1,000 

MU 

Premier  State  Mum-Florida-A/1,000 

MU 

Premier  State  Muni-Maryland-A/1,000 

MU 

Premier  State  Muni-Mich-A/1,000 

MU 

Premier  State  Muni-Minn-A/1,000 

MU 

Premier  State  Muni-Ohio-A/1,000 

MU 

Premier  State  Muni-Penn-A/1,000 

MU 

Fund/minimum  initial  investment  ($) 

EBI  Funds 

1315  Peachtree  Street  NE 
Atlanta,  GA  30309 
(800)554-1156 

EBI  Funds-Equity/25,000 
EBI  Funds-Flex/25,000 

Type     foe 

t  - 

m 

ST         I": 

BA     ■■,: 

Eclipse  Finl  Asset  Equity/1,000 

PO  Box  2196 

Peachtree  City,  GA  30269 

(404)  631-0414*;  (800)  872-2710 

ST 

Dupree  Kentucky  T-F  Income/100 

PO  Box  1149 

Lexington.  KY  40589 

(606)  254-7741*;  (800)  866-0614 


MU 


Eaton  Vance  Distributors 

24  Federal  Street 

Boston,  MA  02110 

(617)  482-8260;  (800)  225-6265 

EV  Income  Fund  of  Boston/1,000 

JU 

EV  Marathon  High  Income/1,000 

JU 

EV  Marathon  Strategic  Income/1,000 

GB 

EV  Traditional  Florida  Ltd  Mat  T-F/1,000 

MU 

EV  Traditional  Florida  Tax-Free/1.000 

MU 

EV  Traditional  Govt  Obligations/1,000 

BD 

EV  Traditional  Greater  China  Growth/l.OOC 

FS 

EV  Traditional  Greater  India/1,000 

FS 

EV  Traditional  Growth/1,000 

ST 

EV  Traditional  Investors/!. 000 

BA 

EV  Traditional  National  Muni/1,000 

MU 

EV  Traditional  Natl  Ltd  Mat  T-F/1,000 

MU 

EV  Traditional  NY  Ltd  Mat  T-F/1,000 

MU 

EV  Traditional  NY  Tax-Free/1,000 

MU 

EV  Traditional  Special  Equities/1,000 

ST 

EV  Traditional  Stock/1,000 

ST 

EV  Traditional  Total  Return/ 1,000 

ST 

Edgewood  Services 
114  West  47th  Street 

New  York,  NY  10036 
(800)  446-1012 

UST  Master  Funds-Early  Life  Cycle/500 
UST  Master  Funds-Equity/500 
UST  Master  Funds-Govt  Money/1,000 
UST  Master  Funds-Income  &  Growth/500 
UST  Master  Funds-I nternational/500 
UST  Master  Funds-Money/1,000 
UST  Master  Tax-Exempt-lntermed/500 
UST  Master  Tax-Ex-Short-Termi 

Enterprise  Group 

3343  Peachtree  Road  NE 
Atlanta.  GA  30326 
(800)  432-4320 

Enterprise  Group-Cap  Apprec-A/1,000 
Enterprise  Group-Growth-A/1,000 
Enterprise  Group-Growth  &  lnc-A/1,000 

FAM  Value  Fund/2,000 
PO  Box  399 
Cobleskill.  NY  12043 
(800)  932-3271 

FBL  Growth  Common  Stock/250 

5400  University  Avenue 
West  Des  Moines.  IA  50266 
(515)  225-5400 


ST 
ST 
MM 
ST 
FS 
MM 
MU 


ST 
ST 
ST 

ST 


ST 


1 


accept  collect  calls.    tClosed  to  new  investors.    INo  minimum     "Available  only  through  monthly  contractual  plan. 
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Fund/minimum  initial  investment  ($)  Type 

Federated  Securities  Corp 
1001  Liberty  Avenue 
Pittsburgh.  PA  15222-3779 
(800)  245-0242 

American  Leaders  Fund-A/500  ST 

Federated  Bond  Fund-Fortress/1,500  JU 

Federated  Growth  Trust/25,000  ST 

Federated  High  Yield  Trust/25,000  JU 

Federated  Stock  Trust/25,000  ST 

Federated  US  Government  Bond/25,000  BD 

Fortress  Adjustable  Rate  US  Govt/1,500  BD 

Fortress  Municipal  Income/1,500  MU 

Fortress  Utility  Fund/1,500  ST 

Fountain  Square  Balanced  Fund/2,500  BA 

Fountain  Square  Quality  Growth/2,500  ST 

Fund  for  US  Government  Secs-A/500  BD 

Government  Income  Securities/1,500  BD 

International  Equity-A/500  FS 

International  lncome-A/500  GB 

Liberty  Equity  lncome-A/500  BA 

Liberty  High  Income  Bond-A/500  JU 


Fund/minimum  initial  investment  (S)  Type 

Liberty  Municipal  Secunties-A/500  MU 

Liberty  Utility  Fund-A/500  ST 

Limited  Term  Fund-A/5,000  BD 

Marshall  Equity  Income/1,000  ST 

Marshall  Intermediate  Bond/1,000  BD 

Marshall  Mid-Cap  Stock/1,000  ST 

Marshall  Stock  Fund/1.000  ST 

Marshall  Value  Equity/1,000  ST 

Stock  &  Bond  Fund-A/25,000  BA 

Tower-Capital  Appreciation/1,000  ST 

Fidelity  Advisor  Funds 

161  Devonshire  Street 
Boston.  MA  02110 
(800)  526-0084 

Fidelity  Advisor  Equity  Growth-A/2,500  ST 

Fidelity  Advisor  Equity  lnc-A/2,500  ST 
Fidelity  Advisor  Global  Resources-A/2,500   GS 

Fidelity  Advisor  Govt  lnvestment-A/2,500  BD 

Fidelity  Advisor  Growth  Oppors-A/2,500  ST 

Fidelity  Advisor  High  Income  Muni/2,500  MU 

Fidelity  Advisor  High  Yield-A/2,500  JU 

Fidelity  Advisor  Inc  &  Growth-A/2,500  BA 

Fidelity  Advisor  Ltd  Term  Bond-A/2,500  BD 

Fidelity  Advisor  Overseas-A/2,500  FS 

Fidelity  Advisor  Short  Fixed-lnc-A/2,500  BD 

Fidelity  Advisor  Strat  Oppors-A/2 , 500  ST 


Fund/minimum  initial  investment  ($)  Type 

Fidelity  Distributors 
PO  Box  193 

Boston.  MA  02101-0193 
(800)  544-8888 

Fidelity  Asset  Manager/2,500  BA 

Fidelity  Asset  Manager-Growth/2,500  BA 

Fidelity  Asset  Manager-lncome/2,500  BA 

Fidelity  Balanced  Fund/2,500  BA 

Fidelity  Blue  Chip  Growth/2,500  ST 
Fidelity  Calif  Tax-Free  High  Yield/2,500      MU 

Fidelity  Calif  Tax-Free  Insured/2,500  MU 

Fidelity  Canada  Fund/2,500  FS 

Fidelity  Capital  &  Income/2,500  JU 

Fidelity  Capital  Appreciation/2,500  GS 

Fidelity  Cash  Reserves/25,000  MM 

Fidelity  Contrafund/2,500  ST 

Fidelity  Convertible  Securities/2,500  BA 

Fidelity  Daily  Income  Trust/5,000  MM 

Fidelity  Destiny  Portfolio  I**  ST 

Fidelity  Destiny  Portfolio  II"*  ST 

Fidelity  Disciplined  Equity/2,500  ST 

Fidelity  Diversified  lntl/2,500  FS 

Fidelity  Dividend  Growth/2,500  ST 

Fidel  ity  Emergi  ng  Growth/2 ,  500  ST 

Fidelity  Emerging  Markets/2,500  FS 


A  Star  Performer 


Benham  GNMA  Income  Fund 


f  you're  looking  for  an  income  fund 
ith  strong  long-term  performance, 
insider  Benham  GXMA  Income 
ind.  It  invests  primarily  in  high- 
rality  GXMA  certificates.  The  Fund 
eks  high  current  income  while 
aximizing  long-term  total  returns. 

Jo  Sales  Commissions 

ie  Fund  is  true  no-load,  and  its 
inual  expenses  of  0.66%  are  well 
■low  the  1 .079c  average  for  compa- 
ble  funds  (source:  Morningstorjnc.). 


Average  Annual  Total  Returns — 6/30/95 


One  Yeor 


11.23% 


Five  Years 


8.83% 


Life  of  Fund  (Since  9/23/85)       9. 18% 

Performance  is  historical  and  does  not  guarantee 
future  results. 


Call  1-800-331-8331 


® 


Morningstar's  Highest  Rating 

Momingstar  has  awarded  the  Fund  a 
five-star  ("A"*-***)  overall  raring  for  its 
historical  risk-adjusted  performance  for 
the  three-  and  five-vear  periods  ended 
6/30/95.  It  was  rated  against  133  gov- 
ernment mortgage  funds. 

A  Forbes  Best  Buy 

For  the  fifth  year  in  a  row,  our  GXMA 
Income  Fund  has  been  named  a  Best 
Buy  by  Forbes  magazine*  for  low  costs 
and  strong  risk-adjusted  performance. 


™  c; 


0  The  Benham  Group 

Part  of  the  Twentieth  Century  Family  of  Mutual  Funds 

prbes  magazine,  2/13/95.  For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  free  prospectus.  Please  read  it 
refully  before  you  invest.  Share  price  and  yield  loill  vary,  so  that  you  may  have  a  gain  or  loss  when  you  sell  shares. 

rningstar  ratings  may  change  monthly.  The  overall  rating  is  calculated  from  the  Fund's  3-  and  5-year  average  annual  returns  in  excess  of  90- 
y  Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  Fund  performance  below  90-day  Treasury  bill  returns. 
e  Fund  received  a  4-star  rating  (out  of  75  funds)  for  the  3-year  period  and  a  5-star  rating  (out  of  56  funds)  for  the  5-year  period  ended  6/30/95. 
9c  of  the  funds  in  an  investment  category  receive  five  stars,  and  22.5%  receive  four  stars.  The  Fund  was  one  of  three  (out  of  130)  GNMA  funds 
wred  by  Forbes  for  the  five-year  period  ended  12/31/94.  Benham  Distributors,  Inc.  M5FBG 


■  ail.-HMilMIHIiilllUll.- 


FUND  SURVEY 


Fund/minimum  initial  investment  ($) 
Fidelity  Distributors 


Type 


Fund/minimum  initial  investment 


Type 


Fidelity  Equity-lncome/2,500  ST 

Fidelity  Equity-Income  11/2,500  ST 

Fidelity  Europe  Capital  Appreciation/2,500  FS 

Fidelity  Europe  Fund/2,500  FS 

Fidelity  Fifty/2,500  ST 

Fidelity  Fund/2,500  ST 

Fidelity  Ginnie  Mae/2,500  BD 

Fidelity  Global  Balanced/2,500  GS 

Fidelity  Global  Bond/2,500  GB 

Fidelity  Government  Securities/2,500  BD 

Fidelity  Growth  &  Income/2,500  ST 

Fidelity  Growth  Company/2,500  ST 

Fidelity  Intermediate  Bond/2,500  BD 

Fidelity  Intl  Growth  &  Income/2,500  FS 

Fidelity  Investment  Grade  Bond/2,500  BD 

Fidelity  Japan  Fund/2,500  FS 

Fidelity  Latin  America/2,500  FS 

Fidelity  Low-Priced  Stock/2,500  ST 

Fidelity  Magellan  Fund/2,500  ST 

Fidelity  Market  Index/2, 500  ST 

Fidelity  Mass  Tax-Free  High  Yield/2,500  MU 

Fidelity  Mich  Tax-Free  High  Yield/2,500  MU 

Fidelity  Mid-Cap  Stock/2,500  ST 

Fidelity  Minn  Tax-Free/2,500  MU 

Fidelity  Mortgage  Securities/2,500  BD 

Fidelity  New  Markets  Income/2,500  GB 

Fidelity  New  Millennium/2,500  ST 

Fidelity  NY  Tax-Free  High  Yield/2,500  MU 

Fidelity  NY  Tax-Free  Insured/2,500  MU 

Fidelity  Ohio  Tax-Free  High  Yield/2,500  MU 

Fidelity  OTC  Portfolio/2, 500  ST 

Fidelity  Overseas  Fund/2,500  FS 

Fidelity  Pacific  Basin/2,500  FS 

Fidelity  Puritan  Fund/2,500  BA 

Fidelity  Real  Estate  Investment/2,500  ST 

Fidelity  Retirement  Growth/500  ST 

Fidelity  Select-Air  Transportation/2,500  ST 

Fidelity  Select-American  Gold/2,500  GS 

Fidelity  Select-Automotive/2, 500  ST 

Fidelity  Select-Biotechnology/2,500  ST 

Fidelity  Select-Chemicals/2,500  ST 

Fidelity  Select-Computers/2,500  ST 

Fidelity  Select-Develop  Commun/2,500  ST 

Fidelity  Select-Electronics/2,500  ST 

Fidelity  Select-Energy/2, 500  ST 

Fidelity  Select-Energy  Service/2,500  ST 

Fidelity  Select-Financial  Services/2,500  ST 

Fidelity  Select-Food  &  Agnculture/2,500  ST 

Fidelity  Select-Health  Care/2,500  ST 

Fidelity  Select-Home  Finance/2,500  ST 

Fidelity  Select-Industrial  Equip/2,500  ST 

Fidelity  Select-Industrial  Matenals/2,500  ST 

Fidelity  Select-Leisure/2.500  ST 


Fidelity  Select-Medical  Delivery/2,500         ST 
Fidelity  Select-Multimedia/2,500  ST 

Fidelity  Select-Natural  Gas/2,500  ST 

Fidelity  Select-Paper  &  Forest  Prods/2,500  ST 
Fidelity  Select-Prec  Metals  &  Mins/2,500  FS 
Fidelity  Select-Regional  Banks/2,500 
Fidelity  Select-Software  &  Comp/2,500 
Fidelity  Select-Technology/2,500 
Fidelity  Select-Telecommun/2,500 
Fidelity  Select-Utilities  Growth/2,500 
Fidelity  Short-Intermediate  Govt/2,500 
Fidelity  Short-Term  Bond/2,500 
Fidelity  Short-Term  World  Income/2,500 
Fidelity  Small  Cap  Stock/2,500 
Fidelity  Southeast  Asia/2,500 
Fidelity  Stock  Selector/2,500 
Fidelity  Tax-Exempt  MM/5,000 
Fidelity  Tax-Free-Aggressive/2, 500 
Fidelity  Tax-Free-High  Yield/2,500 
Fidelity  Tax-Free-lnsured/2,500 
Fidelity  Tax-Free-Ltd  Term  Munis/2,500 
Fidelity  Tax-Free-Municipal  Bond/2,500 
Fidelity  Trend  Fund/2,500 
Fidelity  US  Government  Reserves} 
Fidelity  Utilities  Fund/2,500 
Fidelity  Value  Fund/2,500 
Fidelity  Worldwide  Fund/2,500 
Spartan  Calif  Muni  High  Yield/10,000 
Spartan  Calif  Municipal  MM/25,000 
Spartan  Conn  Muni  High  Yield/10,000 
Spartan  Connecticut  Muni  MM/25,000 
Spartan  Florida  MM/25,000 
Spartan  Florida  Muni  Income/10,000 
Spartan  Ginnie  Mae/10,000 
Spartan  Government  Income/10,000 
Spartan  High  Income/10,000 
Spartan  Intermediate  Muni/10,000 
Spartan  Investment  Grade  Bond/10,000 
Spartan  Limited  Maturity  Govt/10,000 
Spartan  Mass  Municipal  MM/25,000 
Spartan  Money  Market/20,000 
Spartan  Municipal  Income/10,000 
Spartan  Muni  Money/25,000 
Spartan  New  Jersey  Muni  High  Yield/10,000 
Spartan  New  Jersey  Muni  MM/25,000 
Spartan  New  York  Muni  High  Yield/10,000  MU 
Spartan  New  York  Municipal  MM/25,000  MM 
Spartan  Penn  Muni  High  Yield/10,000 
Spartan  Pennsylvania  Muni  MM/25,000 
Spartan  Short-Intermediate  Govt/10,000 
Spartan  Short-Intermediate  Muni/10,000 
Spartan  Short-Term  Income/10,000 
Spartan  US  Government  MM/20,000 
Spartan  US  Treasury  MM/20,000 


ST 

ST 

ST 

ST 

ST 

BD 

BD 

GB 

ST 

FS 

ST 

MM 

MU 

MU 

MU 

MU 

MU 

ST 

MM 

ST 

ST 

GS 

MU 

MM 

MU 

MM 

MM 

MU 

BD 

BD 

JU 

MU 

BD 

BD 

MM 

MM 

MU 

MM 

MU 

MM 


MU 
MM 

BD 
MU 

BD 


Fund/minimum  initial  investment  ($) 

Fiduciary  Management^ 

225  East  Mason  Street 

Milwaukee.  Wl  53202 

(414)  226-4555;  (800)  338-1579 

First  Investors  Management  Co 

95  Wall  Street 
New  York,  NY  10005 
(800)  423-4026 


Type 

BD 


First  Investors 
First  Investors 
First  Investors 
First  Investors 
First  Investors 
First  Investors 
First  Investors 
First  Investors 
First  Investors 


Blue  Chip-A/1, 000 
Fund  for  lncome-A/1,000 
Global  Fund-A/1,000 
Growth&  lnc-A/1,000 
High  Yield-A/1, 000 
Insured  Tax-Ex-A/1, 000 
Special  Situations-A/1,000 
Total  Return-A/1,000 
Utilities  lncome-A/1,000 


First  Omaha  Equity  Fund/500 
1900  East  Dublin-Granville  Road 
Columbus.  OH  43229 
(800)  662-4203 

Firstar  Mutual  Funds/100 
615  East  Michigan  Street 
Milwaukee.  Wl  53202 
(414)  287-3710 

Flagship  Financial 

One  Dayton  Centre 
Dayton.  OH  45402 
(800)  227-4648 

Flagship  Tax-Ex-AII-American-A/3, 000 
Flagship  Tax-Ex-Conn  Double-A/3,000 
Flagship  Tax-Ex-Florida  Double-A/3,000 
Flagship  Tax-Ex-Georgia  Double-A/3,000 
Flagship  Tax-Ex-Kentucky  Tnple-A/3,000 
Flagship  Tax-Ex-Limited  Term-A/3,000 
Flagship  Tax-Ex-Michigan  Triple-A/3,000 
Flagship  Tax-Ex-Missouri  Double-A/3.000 
Flagship  Tax-Ex-NC  Tnple-A/3.000 
Flagship  Tax-Ex-Ohio  Double-A/3,000 
Flagship  Tax-Ex-Tenn  Double-A/3.000 
Flagship  Tax-Ex-Virginia  Double-A/3,000 

Flex  Funds-Muirfield/2,500 
PO  Box  7177 
Dublin.  OH  43017 
(800)  323-3539 


ST 
JU 
GS 
ST 
JU 
MU 
ST 
BA 
ST 

ST 


MUi 
MUJ 

MU 

MU 

MU 

ML 

ML 

ML 

ML 

ML 

ML. 

ML 

SI 


*Will  accept  collect  calls.    tClosed  to  new  investors     tNo  minimum. 
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Get  FREE  advertiser  information  about  products  and  services  seen  in  this  issue  of 


Forbes 


Dear  Reader: 


ORBES  advertisers  would  like  to  provide  you  with  all  of  the 
lformation  you  need  to  evaluate  and  use  their  products  and  services. 
'o  receive  free  information  from  any  of  the  following  advertisers  simply 


circle  the  number(s)  of  those  that  interest  you  on  the  adjacent  card  and 
drop  it  in  the  mail.  Or  order  information  toll  free,  24  hours  a  day  bv 
calling  1-800-463-6903.  Or  fax  this  completed  page  to  us  at  (3 12)  922-3 165.' 


■NUAL  REPORTS 

ALLTEL  Corporation 
American  General  Corporation 
American  Standard  Companies  Inc. 
Archer  Daniels  Midland  Company 

REA  DEVELOPMENT 

New  Mexico  Economic  Development 
Lease  a  Fort  -  Ft.  Stanton,  New  Mexico 
Ohio  Department  of  Development 

USINESS  TO  BUSINESS 

Corel  Corporation 
MCI  Proof  Positive  1-800-888-8800 
Praxair,  Inc. 
I.  Singapore  Technologies 
TOSHIBA  COPIERS  AND  FAX 
1-800-GO  TOSHIBA 
Toyota  Motor  Corporate  Sendees 
of  North  America 

NAXCIAL  SERVICES 

.  American  Express  Travel  Mgmt.  Services 

.  Banco  do  Brasil 

.  Bear  Stearns  (S&P  Stars  Portfolio  Fund: 

1-800-766-4111) 
.  The  Benham  Group  1-800-331-8331, 

Dept.  M5FBG 


17.  The  Berger  Funds 
(1-800-333-1001,  Dept.  A13) 

18.  CHARLES  SCHWAB  &  CO.,  INC. 

19.  Chicago  Board  Options  Exchange 

20.  COUNTRYWIDE,  HOME  LOANS 
1-800-293-6316 

21.  Defined  Asset  Funds  (Select  Growth 
Portfolio),  call  1-800-562-2926,  ext.  307 

22.  The  Dreyfus  New  Leaders  Fund 
(1-800-922-7744,  ext.  4230) 

23.  Evergreen  Funds 

24.  First  Union  Capital  Markets  Group 

25.  FRANKLIN  TEMPLETON  INCOME 
FUND,  1-800-342 -FUND,  EXT.  F268 

26.  LNG  Capital  &  Baring  Securities,  Inc. 

27.  The  INVESCO  Dynamics  Fund. 
1-800-320-4525,  ext.  480 

28.  JANUS  FUNDS.  Call  1-800-525-8983, 
ext.  408  for  a  prospectus  with  more 
information,  including  expenses. 

29.  Keefe  &  Keefe  International  Inc. 
(1-212-754-2000) 

30.  The  MainStay  Funds.  Don't  Miss  The 
Boat...Call  1-800-695-9950,  Ext.  100 

31.  Nicholas-Applegate  Mutual  Funds 
1-800-551-8043 

32.  The  Principal  Financial  Group 

33.  Robertson  Stephens  &  Company 
Mutual  Funds 


34.  TEMPLETON  GLOBAL  INFRA- 
STRUCTURE FUND 

l-800-342-FUND,EXT.T557 

35.  T.  Rowe  Price  Science  &  Technology 
Fund  1-800-541-6128 

36.  USL  Capital 

37.  Warburg  Pincus  Funds,  Capital 
Appreciation  Fund  1-800-257-5614 

COMPUTER/TECHNOLOGY 

38.  MICROAGE  INFORMATION 
SYSTEMS 

39.  NEC  ELECTRONICS  INC. 

40.  Texas  Instruments  Personal  Productivity 
Products 

CONSUMER  PRODUCTS/SERVICES 

41.  Buick  Motor  Division  1-800-4ABUICK 

42.  Cadillac  Motor  Division 

43.  Dunlop  Tires 

44.  Jaeger-LeCoultre 

45.  The  Lancaster  Group  — 
The  Tremont-Chicago 

46.  LEXUS  AUTOMOBILES 

47.  MOTOROLA  CELLULAR 
PRODUCTS  1-800-331-6456* 

48.  Raymond  Weil  Watches 


•  Advertiser  will  accept  calls  only. 

e  READER  RESOURCE  reply  aid  is  missing,  tirde  the  advertiser  numbers  that  interest  you  on  this  page  and  smd  it,  along  wim  tout  name  and  addres;  to:  FORBES  Reader  Servioe  Center.  650  South  Clark,  Chicago,  IL  60605-9912. 


MAIL  OR  FAX  THIS  PAGE  to  receive 

materials  from  the  FORBES  advertisers  listed,  circle 

the  corresponding  numbers  on  this  card.  To  ensure 

quick  processing,  please  help  us  by  completing  the 

following: 

August  28,  1995  reader  service  offer  expires  November  28,  1995. 
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Mail  this  page  to: 

FORBES  Reader  Service  Center, 

650  South  Clark,  Chicago,  IL  60605-9912 

FAX  IT  TO  (312)  922-3165 

or  call  1-800-463-6903 
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FUND  SURVEY 


Fund/minimum  initial  investment  ($) 

Fortis  Financial  Group 

500  Bielenberg  Drive 

Woodbury,  MN  55125 

(612)  738-4000*;  (800)  800-2638 

Fortis  Advantage-Asset  Alloc-A/500 

Fortis  Advantage-Capital  Apprec-A/500 

Fortis  Advantage-High  Yield-A/500 

Fortis  Capital  Fund-A/500 

Fortis  Fiduciary  Fund-A/500 

Fortis  Global  Growth-A/500 

Fortis  Growth  Fund-A/500 

Fortis  US  Government  Secs-A/500 

Forum  Financial  Services/10,000 
Two  Portland  Square 
Portland,  ME  04101 
(207)879-1900 

Founders  Asset  Management 

2930  East  Third  Avenue 
Denver,  CO  80206 
(800)  525-2440 

Founders  Balanced  Fund/1,000 
Founders  Blue  Chip/1,000 
Founders  Discovery  Fund/1,000 
Founders  Frontier  Fund/1,000 
Founders  Growth  Fund/1,000 
Founders  Special  Fund/1,000 
Founders  Worldwide  Growth/1,000 

FPA  Fund  Distributors 
11400  West  Olympic  Boulevard 

Los  Angeles,  CA  90064 
(800)  982-4372 

FPA  Capital  Fundt 
FPA  New  Income/1,500 
FPA  Paramount  Fundt 

Franklin/Templeton  Distributors 

777  Mariner's  Island  Boulevard 
San  Mateo,  CA  94404-1585 
(800)  342-5236 

Franklin  Adjustable  US  Govt  Secs/100 
Franklin  Alabama  T-F  lnc-l/100 
Franklin  Arizona  T-F  lnc-l/100 
Franklin  Balance  Sheet  Invest/2,500 
Franklin  Calif  Insured  T-F  lnc-l/100 
Franklin  California  T-F  lnc-l/100 
Franklin  Colorado  T-F  lnc-l/100 
Franklin  Connecticut  T-F  lnc-l/100 
Franklin  Convertible  Securities/100 
Franklin  DynaTech  Fund-l/100 
Franklin  Equity  Fund-l/100 
Franklin  Equity  Income/100 
Franklin  Federal  T-F  lnc-l/100 
Franklin  Florida  T-F  lnc-l/100 
Franklin  Georgia  T-F  lnc-l/100 
Franklin  Global  Govt  lncome-l/100 


Type 


BA 
ST 
JU 
ST 
ST 
GS 
ST 
BD 

ST 


BA 
ST 
ST 
ST 
ST 
ST 
GS 


ST 
BD 
ST 


BD 

MU 
MU 
BA 
MU 
MU 
MU 
MU 
BA 
ST 
ST 
ST 
MU 
MU 
MU 
GB 


Fund/minimum  initial  investment  ($)  Type 

Franklin  Global  Utilities-l/100  ST 

Franklin  Gold  Fund-l/100  FS 

Franklin  Growth  Fund-l/100  ST 

Franklin  High  Yield  T-F  lnc-l/100  MU 

Franklin  Income  Fund-l/100  BA 

Franklin  Insured  T-F  lnc-l/100  MU 

Franklin  International  Equity/100  FS 

Franklin  Louisiana  T-F  lnc-l/100  MU 

Franklin  Maryland  T-F  lnc-l/100  MU 

Franklin  Mass  Insured  T-F  lnc-l/100  MU 

Franklin  Mich  Insured  T-F  lnc-l/100  MU 

Franklin  Minn  Insured  T-F  lnc-l/100  MU 

Franklin  Missouri  T-F  lnc-l/100  MU 

Franklin  New  Jersey  T-F  lnc-l/100  MU 
Franklin  New  York  Insured  T-F  lnc-l/100     MU 

Franklin  New  York  T-F  lnc-l/100  MU 

Franklin  North  Carolina  T-F  lnc-l/100  MU 

Franklin  Ohio  Insured  T-F  lnc-l/100  MU 

Franklin  Oregon  T-F  Inc-l/lOO  MU 

Franklin  Pacific  Growth/100  FS 

Franklin  Pennsylvania  T-F  Inc-l/lOO  MU 

Franklin  Puerto  Rico  T-F  lnc-l/100  MU 

Franklin  Rising  Dividends-l/100  ST 

Franklin  Short-lntermed  US  Govt/lOO  BD 
Franklin  Strategic  Small  Cap  Growth/lOO  ST 
Franklin  Tax-Advantaged  High  Yld/2,500  JU 
Franklin  Tax-Advantaged  US  Govt/2,500  BD 
Franklin/Templeton  Global  Currency/lOO     GB 

Franklin/Templeton  Hard  Currency/lOO  GB 

Franklin  Texas  T-F  lnc-l/100  MU 

Franklin  US  Government  Secs-l/100  BD 

Franklin  Utilities'Fund-l/100  ST 

Franklin  Virginia  T-F  lnc-l/100  MU 

Franklin's  AGE  High  lncome-l/100  JU 

Fremont  Global  Fund/2,000  GS 

50  Beale  Street 

San  Francisco,  CA  94105 

(800)  548-4539 

Fund/Plan  Services 

Two  West  Elm  Street 
Conshohocken.  PA  19428-0874 
(610)  834-3400 

Brinson  Global  Bond/100,000  GB 

Brinson  Global  Fund/100,000  GS 

Brinson  Non-US  Equity/100,000  FS 

Funds  Distributor 

One  Exchange  Place 
Boston,  MA  02109 
(800)  982-8782 

Harris  Insight-Cash  Management*  MM 

Harris  I nsight-Equ ity/1 ,000  ST 


Fund/minimum  initial  investment  ($)  Typi 

Furman  Selz 

237  Park  Avenue 
New  York,  NY  10017 
(800)  662-8417 

Empire  Builder  Tax-Free  Bond/1,000  Ml 

Offitbank-High  Yield/250,000  JL 

Pacifica  Balanced  Fund/500  B/ 

Pacifica  California  Tax-Free/500  ML 

Pacifica  Equity  Value/500  S" 

Gabelli  &  Company 

One  Corporate  Center 
Rye,  NY  10580-1434 
(800)  422-3554 

Gabelli  Asset  Fund/1,000  S' 

Gabelli  Equity  Income/1,000  S" 

Gabelli  Global  Telecommun/25,000  GS 

Gabelli  Growth  Fund/1,000  S" 

Gabelli  Small  Cap  Growth/1,000  S" 

Gabelli  Value  Fund/1,000  S: 

Galaxy  Funds 

440  Lincoln  Street 
Worcester,  MA  01605 
(800)  628-0414 

Galaxy  Asset  Allocation-Retail/2,500  B/ 

Galaxy  Equity  Growth-Retail/2, 500  S" 

Galaxy  Equity  lncome-Retail/2,500  S' 

Galaxy  Equity  Value-Retail/2, 500  S" 

Galaxy  High-Quality  Bond-Retail/2,500  BE 

Galaxy  Intermediate  Bond-Retail/2,500  BE 

Galaxy  International  Equity-Retail/2,500  FS 

Galaxy  Small  Co  Equity-Retail/2,500  S" 

Galaxy  Tax-Exempt  Bond-Retail/2,500  ML 

Galaxy  ll-Large  Company  Index/2,500  S' 

Galaxy  ll-Small  Company  Index/2,500  S" 

Galaxy  II— US  Treasury  Index/2,500  BE 

Galaxy  ll-Utility  Index/2,500  SI 

GAM  International/10,000  FS 

135  East  57th  Street 
New  York,  NY  10022 
(800)  426-4685 

Gateway  Index  Plus/1,000  S' 

400  TechneCenter  Drive 
Milford,  OH  45150 
(800)  354-6339 

Gintel  Fund/5,000  S" 

Six  Greenwich  Office  Park 
Greenwich,  CT  06831 
(800)  243-5808 

GNA  Investors  Trust/500  BE 

PO  Box  490 

Seattle,  WA  98111 

(206)  516-4507*;  (800)  426-5520 


ill  accept  collect  calls.    tClosed  to  new  investors.    tNo  minimum. 
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!5tf  Fund/minimum  initial  investment  ($)  Type 

Goldman  Sachs  Funds 
6060  Sears  Tower 
Chicago.  IL  60606 
(800)  762-5035 

Uii  Goldman  Sachs  Capital  Growth/1,500  ST 

1  Goldman  Sachs  Global  lncome-A/1,500  GB 

w  Goldman  Sachs  Growth  &  Income/1,500  ST 

oldman  Sachs  Intl  Equity/1,500  FS 

Bldman  Sachs  Select  Equity/1,500  ST 

Goldman  Sachs  Small  Cap  Equity/1,500  ST 

Gradison  Mutual  Funds 

580  Walnut  Street 
Cincinnati,  OH  45202 
_|  (800)  869-5999 

SljGradison-McDonald  Established  Val/1,000  ST 
SGradison-McDonald  Govt  Income/1,000  BD 
SI'Gradison-McDonald  Oppor  Value/1,000        ST 


Great  Western  Sierra  Trust  Funds 
9301  Corbin  Avenue 
Northndge.  CA  91328 
'(800)222-5852 

Sierra-Calif  Municipal-A/250 
Sierra-Corporate  lncome-A/250 
34Sierra-Emerging  Growth-A/250 
Sierra-Growth  &  lncome-A/250 
Sierra-Growth  Fund-A/250 
Sierra-International  Growth-A/250 
LlSierra-National  Municipal-A/250 
iiSierra-Short-Term  Global  Govt-A/250 
Sierra-US  Government-A/250 


Greenspring  Fund/2, 000 

2330  West  Joppa  Road 

Lutherville,  MD  21093-4641 

(410)  823-5353*:  (800)  366-3863 

GT  Global  Financial  Services 
50  California  Street 
'San  Francisco,  CA  94111 
(800)  548-9995 

GT  Global  America  Growth-A/500 
r.GT  Global  Emerging  Markets-A/500 
GT  Global  Europe  Growth-A/500 
GT  Global  Government  lncome-A/500 
GT  Global  Growth  &  lncome-A/500 
GT  Global  Health  Care-A/500 
SI  GT  Global  lnfrastructure-A/500 
GT  Global  International  Growth-A/500 
GT  Global  Japan  Growth-A/500 
GT  Global  New  Pacific  Growth-A/500 
..GT  Global  Strategic  lncome-A/500 
T  Global  Telecommunications-A/500 
T  Global  Worldwide  Growth-A/500 
GT  Latin  America  Growth-A/500 


MU 
BD 
ST 
ST 
ST 
FS 
MU 
GB 
BD 

ST 


ST 
FS 
FS 
GB 
GS 
GS 
GS 
FS 
FS 
FS 
GB 
GS 
GS 
FS 
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You  could  pay 

3  times  as  much 

for  a  business-class 

teleconferencer. . . 


.  but  why?  Add  this  full-duplex 
speaker  to  your  telephone  to 
let  both  parties  speak,  without 
cutting  each  other  off.  Digital 

Signal  Processing  (found 
^  in  products  at  three  times 
the  price)  cuts  annoying 
"echo"  common  to  other 
amplifiers.  To  order,  or 
for  the  location  of  a  store 
near  you.  call: 


1-800-THE-SHACK3" 

Radio  /hack 

You've  got  questions.  We've  got  answers" 

Prices  apply  at  participative,  ^aoic  Shack  stores  and  dealers,  items  act  availaoie  a:  a  participating  store  can  &e  special -ordered  (suciect  to  avaiaoiiiTyt  at  me  adver- 
tised price  A  participating  store  *'ii  o«er  a  comcaraoie  value  I  tre  product  is  sold  out  independent  Radio  Sriac*  dealers  ano  fancnisees  -'ay  not  oe  partioparjrg 
in  this  ad  or  stock  or  speoal-order  every  item  advertised  Copies  cf  applicaoie  war-antea  are  avaiiaOle  upon  request  at  stores  tor  inspection  Before  sale  or  Dy  wnting 
Customer  Relations  1400  One  Tandy  Center.  Fort  Worm.  TX  76102 


$14099 


-243HK 


A  LESS  TAXING  WAY 
TO  INVEST 


Increasingly  mutual 
^  fund  investors  are  seeing 
how  income  taxes  can  significantly 
reduce  investment  returns.  To  give 
you  more  in  aftertax  returns, 
Vanguard  Tax-Managed  Fund  com- 
bines three  tactics  to  reduce  taxable 
capital  gains  distributions,  mini- 
mize portfolio  turnover. .  .use  a  tax- 
conscious  sell-selection  strategy. . . 
and  encourage  long-term  investing. 

Three  Low-Cost  Portfolios 
Combat  High  Taxes 

Growth  and  Income  Portfolio 

attempts  to  provide  growth  of  capital 
and  moderate  current  income, 
benchmarked  to  the  Standard  & 
Poor's  500  Index. 
Capital  Appreciation  Portfolio 
seeks  capital  growth  by  investing  in 
a  sample  of  low-yielding  large  and 
medium  capitalization  stocks  from 
the  Russell  1000  Index. 


Balanced  Portfolio  invests  in  inter- 
mediate-term municipal  bonds  and 
a  sample  of  Russell  1000  stocks. 

The  Portfolios'  expected  expense 
ratios  of  0.20%*  compares  with  the 
average  of  1.38%  for  all  equity  mutual 
funds.** 

The  minimum  initial  investment  is 
$10,000  per  Portfolio. 

Call  1-800-523-8799 

For  A  Free  Information  Kit 

The  Kit  contains  a  Vanguard  Tax-Managed 
Fund  Prospectus  with  more  complete 
information  on  distribution  charges  and 
other  expenses.  Please  read  it  carefully 
before  investing  or  sending  money. 
The  Fund's  Portfolios  are  not  sponsored 
by  nor  affiliated  with  Standard  &  Poor's 
Corporation  or  the  Frank  Russell  Company 
'Annualized 

"Upper  Analytical  Services,  Inc. 
©  Vanguard  Marketing  Corp.,  Distributor 


mrVaircuardGROUP 

*JOF  INVESTMENT  COMPANIES: 


uirTmiHinrcinnra 


FUND  SURVEY 


Fund/minimum  initial  investment  ($)  Type 

Guardian  Investor  Services  Corp 

201  Park  Avenue  South 
New  York,  NY  10003 
(800)  221-3253 

Guardian  Asset  Allocation/1 ,000  BA 

Guardian  Park  Avenue/1,000  ST 

John  Hancock  Funds 

101  Huntington  Avenue 
Boston,  MA  02199 
(800)  225-5291 

Hancock  Calif  Tax-Free  lnc-A/1,000  MU 

Hancock  Capital  Growth-At  ST 

Hancock  Emerging  Growth-A/1,000  ST 

Hancock  Global  Fund-A/1, 000  GS 

Hancock  Global  lncome-A/1, 000  GB 

Hancock  Global  Technology-A/1 ,000  ST 

Hancock  Government  lncome-A/1, 000  BD 

Hancock  Government  Secs-At  BD 

Hancock  Growth  &  lncome-A/1, 000  BA 

Hancock  Growth  Fund-A/1 ,000  ST 

Hancock  High  Yield  Bond-A/1,000  JU 

Hancock  H igh  Yield  Tax  Free-A/1 ,000  M U 

Hancock  Managed  Tax-Ex-A/1, 000  MU 

Hancock  Pacific  Basin  Equities-A/ 1,000  FS 

Hancock  Regional  Bank-A/1,000  ST 

Hancock  S-T  Strategic  lncome-A/1 ,000  GB 

Hancock  Sovereign  Achievers-A/1,000  ST 

Hancock  Sovereign  Balanced-A/1,000  BA 

Hancock  Sovereign  Bond-A/1,000  BD 

Hancock  Sovereign  Investors- A/ 1,000  ST 

Hancock  Sovereign  US  Govt  lnc-A/1,000  BD 

Hancock  Special  Equities-A/1, 000  ST 

Hancock  Special  Opportunities-A/1,000  ST 

Hancock  Tax-Exempt  lncome-A/1, 000  MU 

Hancock  Tax-Free  Bond-A/1,000  MU 

Hancock  Utilities-A/1, 000  ST 

Harris  Associates  Investment  Management 

Two  North  LaSalle  Street 
Chicago,  IL  60602-3790 
(800)  625-6275 

Oakmark  Fund/2,500  ST 

Oakmark  International  Fund/2,500  FS 

HCA  Securities 

One  SeaGate 

Toledo,  OH  43666-0001 

(419)  247-2048*;  (800)  422-1050 

Harbor  Bond  Fund/2,000  BD 

Harbor  Capital  Appreciation/2,000  ST 

Harbor  Growth  Fund/2,000  ST 

Harbor  International  Fundt  FS 

Harbor  International  Growth/2,000  FS 

Harbor  Short  Duration/2,000  BD 

Harbor  Value  Fund/2,000  ST 


Fund/minimum  initial  investment  ($)  Type 

Heartland  Advisors 

790  North  Milwaukee  Street 
Milwaukee,  Wl  53202 
(800)  432-7856 

Heartland  Group-Valuet  ST 

Heartland  Group-Wisconsin  T-F/10,000      MU 


Heine  Securities 

51  John  F  Kennedy  Parkway 

Short  Hills,  NJ  07078 

(800)  553-3014 

Mutual  Series-Beacon/5,000 

ST 

Mutual  Series-Discovery/1,000 

ST 

Mutual  Series-Mutual  Shares/5,000 

ST 

Mutual  Series-Qualified/1,000 

ST 

Heritage  Capital  Apprec/1,000 

880  Carillon  Parkway 

St  Petersburg,  FL  33716 

(813)  573-8143;  (800)  421-4184 

Hotchkis  and  Wiley 

800  West  Sixth  Street 
Los  Angeles,  CA  90017 
(800)  346-7301 

Hotchkis  &  Wiley-Equity  Income/5,000 
Hotchkis  &  Wiley-lnternational/5,000 
Hotchkis  &  Wiley-Low  Duration/5,000 

Wayne  Hummer  Growth/1,000 
300  South  Wacker  Drive 
Chicago,  IL  60606 
(800)621-4477 

IAA  Trust  Growth/100 
PO  Box  2901 

Bloomington,  IL  61702-2901 
(800)  422-8261 

IAI  Funds 

PO  Box  357 

Minneapolis,  MN  55440 
(800)  945-3863 

IAI  Emerging  Growth/5,000 
IAI  Growth  &  Income/5,000 
IAI  International  Fund/5,000 
IAI  Midcap  Growth/5,000 
IAI  Regional  Fund/5,000 

InterSecurities 

201  Highland  Avenue 
Largo,  FL  34640 
(800)851-9777 

IDEX  Fund/500 
IDEX  II  Global-A/500 
IDEXIIGrowth-A/500 
IDEX  Fund  3t 


ST 


ST 
FS 
BD 

ST 


ST 


ST 
ST 
FS 
ST 
ST 


ST 
GS 
ST 
ST 


Fund/minimum  initial  investment  ($)  Typ< 

Invesco  Funds  Group 

PO  Box  173706 
Denver,  CO  80217-3706 
(800)  525-8085 

Invesco  Dynamics  Fund/1,000 
Invesco  Emerging  Growth/1,000 
Invesco  Growth  Fund/1,000 
Invesco  High  Yield/1,000 
Invesco  Industrial  Income/1,000 
Invesco  lntl-European/1,000 
Invesco  Intl— International  Growth/1,000 
Invesco  Intl— Pacific  Basin/1,000 
Invesco  Select  Income/1,000 
Invesco  Strategic-Energy/1 ,000 
Invesco  Strategic— Finl  Svcs/1,000 
Invesco  Strategic-Gold/1,000 
Invesco  Strategic-Health  Sci/1,000 
Invesco  Strategic-Leisure/1,000 
Invesco  Strategic-Technology/1, 000 
Invesco  Strategic— Utilities/1 ,000 
Invesco  T-F  Long-Term  Bond/1,000 
Invesco  Value-Total  Return/1, 000,000# 
Invesco  Value-Value  Equity/1, 000,000# 

ISI 

717  Fifth  Avenue 
New  York,  NY  10022 
(800)  955-7175 

ISI  Managed  Municipal/5,000 

ISI  North  American  Govt  Bond/5,000 

ISI  Total  Return  US  Treasury/5,000 

Janus  Capital 

100  Fillmore  Street 
Denver,  CO  80206-4923 
(800)  525-8983 

Janus  Balanced  Fund/1,000 
Janus  Enterprise  Fund/1,000 
Janus  Flexible  Income/1,000 
Janus  Fund/1,000 
Janus  Growth  &  Income/1,000 
Janus  Mercury  Fund/1,000 
Janus  Overseas  Fund/1,000 
Janus  Twenty  Fundt 
Janus  Venture  Fundt 
Janus  Worldwide  Fund/1,000 


I  accept  collect  calls.    tClosed  to  new  investors.    #Available  at  lower  minimum  through  discount  brokerage. 


Ml 
Gl 

Bl 
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Fund/minimum  initial  investment  ($) 

Jones  &  Babson 

2440  Pershing  Road 
Kansas  City,  MO  64108 
(800)  422-2766 


Type 


Fund/minimum  initial  investment  ($) 


Babson  Bond-Portfolio  L/500 
Babson  Enterprise  Fundt 
Sit  Babson  Growth  Fund/500 
Babson-Stewart  Ivory  lntl/2,500 


GsJ  Kemper  Financial  Services 

120  South  LaSalle  Street 
Sf  Chicago,  IL  60603 
Si  [(800)  621-1048 


Babson  Value  Fund/1,000 
Scout  Stock  Fund/1,000 

Kaufmann  Fund/1,500 

140  East  45th  Street 

New  York,  NY  10017 

(212)  922-0123*;  (800)  261-0555 


BD 
ST 
ST 
FS 
ST 
ST 

ST 


Type 

MU 
GB 
ST 
JU 
BD 
FS 


Kemper  Adjustable  US  Govt-A/1,000 
Kemper  Blue  Chip- A/1,000 
Kemper  California  T-F  lncome-A/1,000 
Kemper  Diversified  lncome-A/1,000 


BD 
ST 

MU 
BD 


Kemper  Florida  T-F  lncome-A/1,000 
Kemper  Global  lncome-A/1,000 
Kemper  Growth  Fund-A/1,000 
Kemper  High  Yield-A/1, 000 
Kemper  Inc  &  Cap  Preservation-A/1,000 
Kemper  International  Fund-A/1,000 

Kemper  Money  Market-Govt  Secs/1,000  MM 

Kemper  Money  Market-MM/1, 000  MM 

Kemper  Money  Market-Tax-Ex/1,000  MM 

Kemper  Municipal  Bond-A/1,000  MU 

Kemper  New  York  T-F  lncome-A/1,000  MU 

Kemper  Retirement  Fund  It  BA 

Kemper  Retirement  Fund  lit  BA 

Kemper  Retirement  Fund  lilt  BA 

Kemper  Retirement  Fund  IVt  BA 

Kemper  Retirement  Fund  Vt  BA 

Kemper  Short-Intermediate  Govt-A/1 ,000  BD 

Kemper  Small  Cap  Equity-A/1,000  ST 

Kemper  Technology  Fund-A/1,000  ST 

Kemper  Total  Return-A/1, 000  BA 

Kemper  US  Government  Secs-A/1 ,000  BD 

Kemper  US  Mortgage-A/1, 000  BD 


Fund/minimum  initial  investment  ($)  Type 

Keystone  Investment  Distributors 

200  Berkeley  Street 
Boston,  MA  02116-5034 
(800)  343-2898 

Keystone  America  Hartwell  Emerg-A/1,000  ST 
Keystone  Custodian  Balanced  (K-1)/1,000   BA 

Keystone  Fund  of  the  Americas-A/1 ,000  GS 

Keystone  Global  Opportunities-A/1 ,000  GS 

Keystone  Growth  &  Income  (S-1)/1,000  ST 

Keystone  High  Income  Bond  (B-4)/l,000  JU 

Keystone  International  Fund/1,000  FS 

Keystone  Mid-Cap  Growth  (S-3)/l,000  ST 

Keystone  Omega  Fund-A/1,000  ST 

Keystone  Precious  Metals/1,000  FS 

Keystone  Small  Co  Growth  (S-4)/l,000  ST 

Keystone  State  Tax-Free-Fla-A/1,000  MU 

Keystone  Strategic  Growth  (K-2)/l,000  ST 

Keystone  Strategic  lncome-A/1,000  JU 

Keystone  Tax-Free  lncome-A/1,000  MU 


MU 


Fidelity  Blue  Chip  Growth  Fund. 


Historically,  the  greatest  returns  have  been  to  investors  with  the  foresight  to 
invest  in  the  stock  market,  and  the  risk  tolerance  to  remain  for  the  long  term.1 

Fidelity  Blue  Chip  Growth  Fund  is  an  aggressive  stock  fund  investing 
primarily  in  some  of  today's  most  successful  U.S.  and  foreign  companies  well 
positioned  for  growth*  and  those  it  feels  are  tomorrow's  potential  blue  chips. 
Of  course,  past  performance  is  no  guarantee  of  future  results,  and  you  may 
have  a  gain  or  a  loss  when  you  sell  your  shares. 

Call  Today.  Begin  investing  with  $2,500  or  $500  for  an  IRA. 


Average  Annual 


Total  Returns** 

Fidelity  Blue  Chip  Growth  Fund 
1  year  10.98% 

5  year  19.12% 

Life  of  Fund  1 8.46% 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 
1-800-544-3925 


Fidelity 


Investments® 


free  prospectus  with  more  complete  information,  including  charges  and  expenses,  please  call.  Read  the  prospectus  carefully  before  you  invest  or  send 

y- 

e:  Stocks,  Bonds,  Bills,  and  Inflation  1995  Yearbook™,  Ibbotson  Associates,  Chicago,  1L  (annually  updates  work  by  Roger  G.  Ibbotson  and  Rex  A.  Sinquefield).  Used  with  permission.  All  rights 
-—  d.  Performance  of  stocks  is  measured  by  the  S&P  500''  a  registered  trademark  of  Standard  &  Poor's  Corporation.     *We  define  blue  chip  companies  as  those  with  a  market  capitalization  of  at  least 
lillion,  if  the  company's  stock  is  included  in  the  Standard  &  Poor's  Composite  Index  of  500  stocks  or  the  Dow  Jones  Industrial  Average,  or  $  1  billion  if  not  included  in  either  index. 
■m  1  returns  for  the  periods  ended  3/31/95  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  Blue  Chip's  3%  sales  charge.  Share  price  and 
'will  vary.  Life  of  fund  figure  for  Blue  Chip  Growth  Fund  is  from  December  31 ,  1987.     Fidelity  Distributors  Corporation. 
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FUND  SURVEY 


Fund/minimum  initial  investment  ($)  Type 

Landmark  Funds 

450  West  33rd  Street 
New  York,  NY  10001 
(212)  564-3456;  (800)  846-5300 

Landmark  Balanced  Fund-A/1, 000  BA 

Landmark  Equity  Fund-A/1, 000  ST 

Lazard  Freres  Asset  Management 

One  Rockefeller  Plaza 
New  York,  NY  10020 
(212)346-2500 

Lazard  Funds-Equity/50,000  ST 

Lazard  Funds-lntl  Equity/50,000  FS 

Lazard  Funds-lntl  Small  Cap/50,000  FS 

Lazard  Funds-Small  Cap/50,000  ST 

Lazard  Funds-Special  Equity/50.000  ST 

Legg  Mason  Wood  Walker 

Seven  East  Redwood  Street 

Baltimore,  MD  21203 

(410)  539-0000;  (800)  822-5544 

Legg  Mason  American  Leading  Cos/1,000  ST 

Legg  Mason  Global  Government/1,000  GB 

Legg  Mason  Maryland  T-F  Income/1,000  MU 

Legg  Mason  Special  lnvest-A/1,000  ST 

Legg  Mason  Total  Return-A/1 ,000  ST 

Legg  Mason  US  Govt  lnter-Term-A/1,000  BD 

Legg  Mason  Value  Trust-A/1 ,000  ST 

Lexington  Management  Corp 

PO  Box  1515 

Saddle  Brook,  NJ  07663 

(201)  845-7300*;  (800)  526-0056 

Lexington  Corp  Leaders  Trust/1,000  ST 

Lexington  Global  Fund/1,000  GS 

Lexington  GNMA  Income/1,000  BD 

Lexington  Goldfund/1, 000  GS 

Lexington  Growth  &  Income/1,000  ST 

Lexington  Strategic  Investments/1,000  FS 

Lexington  Strategic  Silver/1,000  GS 
Lexington  Worldwide  Emerging  Mkts/1,000  FS 

Lieber  &  Co 

2500  Westchester  Avenue 
Purchase,  NY  10577 
(800)  235-0064 

Evergreen  Aggressive  Growth-A/1,000  ST 

Evergreen  Balanced-A/1,000  BA 

Evergreen  Foundation-A/1,000  BA 

Evergreen  Fund-A/1, 000  ST 
Evergreen  Global  Real  Est  Equity-A/1,000    GS 

Evergreen  Growth  &  lncome-A/1, 000  ST 

Evergreen  Limited  Market-A/1, 000  ST 

Evergreen  Total  Return-A/1, 000  ST 

Evergreen  US  Government-A/1, 000  BD 

Evergreen  Value  Fund-A/1. 000  ST 


*Will  accept  collect  calls.    tClosed  to  new  investors.    tNo  minimum 


Fund/minimum  initial  investment  ($)  Type 

Lincoln  Investment  Planning 

218  Glenside  Avenue 
Wyncote,  PA  19095-1595 
(800)  242-1421 

Rightime  Blue  Chip/2,000  ST 

Rightime  Fund/2,000  ST 

Rightime  MidCap  Fund/2,000  ST 

Loomis  Sayles 

One  Financial  Center 

Boston,  MA  02111 

(617)  482-2450;  (800)  633-3330 

Loomis  Sayles  Intl  Equity/2,500  FS 

Loomis  Sayles  Small  Cap  Fund/2,500  ST 

Lord  Abbett  &  Co 

767  Fifth  Avenue 

New  York,  NY  10153-0203 

(800)  874-3733 

Affiliated  Fund/250  ST 

Lord  Abbett  Bond-Debenture/1,000  JU 

Lord  Abbett  Calif  T-F  Income/1,000  MU 

Lord  Abbett  Developing  Growth/1,000  ST 

Lord  Abbett  Equity  Fundi  BA 

Lord  Abbett  Global-Equity/1, 000  GS 

Lord  Abbett  Global-lncome/1,000  GB 

Lord  Abbett  Tax-Free  lnc-Conn/1,000  MU 

Lord  Abbett  Tax-Free  I nc-Fla/1 ,000  M U 

Lord  Abbett  Tax-Free  lnc-Missouri/1,000  MU 

Lord  Abbett  Tax-Free  lnc-Natl/1,000  MU 

Lord  Abbett  Tax-free  lnc-NJ/1,000  MU 

Lord  Abbett  Tax-Free  lnc-NY/1,000  MU 

Lord  Abbett  Tax-Free  I  nc-Texas/1 ,000  M  U 

Lord  Abbett  US  Government  Secs/500  BD 

Lord  Abbett  Value  Appreciation/1,000  ST 

Lutheran  Brotherhood  Securities 

625  Fourth  Avenue  South 

Minneapolis,  MN  55415 

(612)  339-8091  (local);  (800)  328-4552 

Lutheran  Brotherhood  Fund/500  ST 

Lutheran  Brotherhood  High  Yield/500  JU 

Lutheran  Brotherhood  Income  Fund/500  BD 

Lutheran  Brotherhood  Muni  Bond/500  MU 

Lutheran  Brotherhood  Oppor  Growth/500  ST 


274 


Fund/minimum  initial  investment  ($)  Typt 

Mackenzie/Ivy  Group  of  Funds 

PO  Box  5007 

Boca  Raton,  FL  33431-0807 

(800)456-5111 

Ivy  Growth  Fund-A/1, 000  S' 

Ivy  Growth  with  lncome-A/1, 000  S" 

Ivy  International  Fund-A/1, 000  R 

Mackenzie  Limited  Term  Muni-A/1,000  ML 

Mairs  &  Power  Growth  Fund/1 ,000  S" 

332  Minnesota  Street 
St  Paul,  MN  55101 
(612)  222-8478 

Managers  Funds 

40  Richards  Avenue 

Norwalk,  CT  06854 

(203)  857-5321;  (800)  835-3879 

Managers  Capital  Appreciation/10,000         S" 
Managers  Special  Equity/10,000  S" 

MAP-Equity  Fund/250  S' 

520  Broad  Street,  A16N 
Newark.  NJ  07102-3111 
(800)  559-5535 

Mariner  Total  Return  Equity/1 ,000  S; 

c/o  PFPC,  PO  Box  8900 
Wilmington,  DE 19899-8900 
(800)  634-2536 

MAS  Funds 

One  Tower  Bridge 

West  Conshohocken,  PA  19428 

(800)  354-8185 

MAS-Equity  Fund/1, 000,000#  S" 

MAS-Fixed  lncome/l,000,000#  Bl 

MAS-High  Yield  Portfolio/l,000,000#  Jl 

MAS-lnternational  Equity/1,000,000#  F! 

MAS-Small  Cap  Valuet  S' 

MAS-Value/1,000,000#  S" 

Massachusetts  Financial  Services 

PO  Box  2281 

Boston,  MA  02107-9906 

(617)  954-5000*;  (800)  225-2606 

Mass  Investors  Growth  Stock-A/1,000  S 

Mass  I nvestors  Trust-A/1 ,000  S 

MFS  Arkansas  Municipal  Bond-A/1,000  Ml 

MFS  Bond  Fund-A/1,000  Bl 

MFS  California  Municipal  Bond-A/1,000  Ml 

MFS  Capital  Growth-A/1,000  S 

MFS  Emerging  Growth-A/1,000  S 

MFS  Govt  Limited  Maturity-A/1,000  Bl 

MFS  Government  Securities-A/1,000  Bl 


#Available  at  lower  minimum  through  discount  broker; 
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Fund  minimum  initial  investment  ($) 


Type 


Fund/minimum  initial  investment  ($) 


Type 


Fund/minimum  initial  investment  ($) 


Type 


r 


MFS  Growth  Opportumties-A/1,000 

MFS  High  lncome-A/1,000 

MFS  Intermediate  lncome-A/1,000 

MFS  Limited  Matunty-A/1,000 

MFS  Managed  Sectors-A/1,000 

MFS  Maryland  Municipal  Bond-A/1,000 

MFS  Massachusetts  Muni  Bond-A/1,000 

MFS  Municipal  Bond-A/1,000 

MFS  Municipal  High  tncome-At 

MFS  New  York  Municipal  Bond-A/1,000 

MFS  North  Carolina  Muni  Bond-A/1,000 

MFSOTCFund-A/1,000 

MFS  Research  Fund-A/1,000 

MFS  South  Carolina  Muni  Bond-A/1,000 

MFS  Tennessee  Municipal  Bond-A/1,000 

MFS  Total  Return-A/1, 000 

MFS  Utilities  Fund-A/1,000 

MFS  Value  Fund-A/1,000 

MFS  Virginia  Municipal  Bond-A/1,000 

MFS  West  Virginia  Muni  Bond-A/1,000 

MFS  World  Equity-A/1, 000 

MFS  World  Governments-A/1,000 

MFS  World  Growth-A/1, 000 

MFS  World  Total  Return-A/1, 000 

Mathers  Fund/1,000 

100  Corporate  North 

Bannockoum.  IL  60015 

(708)  295-7400*;  (800)  962-3863 

Mentor  Funds 

901  East  Byrd  Street 

Richmond.  VA  23219 

(804)  782-4423;  (800)  825-5353 

4  Mentor  Capital  Growth-A/1, 000 
Mentor  Growth  Fund-A/1,000 
Mentor  Income  &  Growth-A/1, 000 
Mentor  Strategy  Fund-A/1,000 

H  Meridian  Fund  1,000 
60  East  Sir  Francis  Drake  Boulevard 
Larkspur.  CA  94939 
(415)  461-6237;  (800)  446-6662 

Merrill  Lynch  Funds  Distributor 
PO  Box  9011 

Princeton.  NJ  08543-9011 
(800)  637-3863 


Merrill  Lynch  Adj  Rate  Secs-D/1,000 
Merrill  Lynch  Americas  lncome-D/1,000 
Merrill  Lynch  Bal  Inv  &  Retire-D/1,000 
Merrill  Lynch  Basic  Value-0/1, 000 
Merrill  Lynch  Calif  Muni-D/1,000 
Merrill  Lynch  Capital-D/1,000 


ST 

Merrill  Lynch 

JU 

Merrill  Lynch 

BD 

Merrill  Lynch 

BD 

Merrill  Lynch 

ST 

Merrill  Lynch 

MU 

Merrill  Lynch 

MU 

Merrill  Lynch 

MU 

Merrill  Lynch 

MU 

Merrill  Lynch 

MU 

Merrill  Lynch 

MU 

Merrill  Lynch 

ST 

Merrill  Lynch 

ST 

Merrill  Lynch 

MU 

Merrill  Lynch 

MU 

Merrill  Lynch 

BA 

Merrill  Lynch 

ST 

Merrill  Lynch 

ST 

Merrill  Lynch 

MU 

Merrill  Lynch 

MU 

Merrill  Lynch 

GS 

Merrill  Lynch 

GB 

Merrill  Lynch 

GS 

Merrill  Lynch 

GS 

Merrill  Lynch 

-- 

Merrill  Lynch 

Merrill  Lynch 

Merrill  Lynch 

Merrill  Lynch 

Merrill  Lynch 

Merrill  Lynch 

Merrill  Lynch 

Merrill  Lynch 

Merrill  Lynch 

<;t 

Merrill  Lynch 

ST 
BA 
BA 

ST 


BD 
GB 
BA 
ST 
MU 
ST 


Corp-High  lncome-D/1,000  JU 

Corp-lntermed-D/1,000  BD 

Corp-lnvGrade-D/1,000  BD 

Devel  Cap  Markets-D/ 1,000  FS 

Dragon-D/1,000  FS 

EuroFund-D/1,000  FS 

Federal  Secs-D/1,000  BD 

Florida  Muni-D/1,000  MU 

Fund  for  Tomorrow-D/1 ,000  ST 
Fundamental  Growth-D/1,000  ST 


Global  Allocation-D/1, 000 

Global  Invest  &  Ret-D/1, 000 

Global  Convertible-D/1,000 

Global  Holdings-D/1,000 

Global  Resources-D/1,000 

Global  Utility-D/1,000 

Growth  Inv  &  Retire-D/1,000 

Healthcare-D/1,000 

International  Equity-D/ 1,000 

Latin  America-D/1,000 

Muni-lnsured-D/1,000 

Muni-LtdMaturity-D/1,000 

Muni-National-D/1,000 

Muni  Inter  Term-D/1, 000 

NJ  Muni  Bond-D/1,000 

NYMuniBond-D/1,000 

Pacific-D/1,000 

Penn  Muni  Bond-D/1,000 

Phoenix-D/1,000 

S-T  Global  lnc-D/1,000 

Special  Value-D/1, 000 

Strategic  Div-D/1,000 

Technology-D/1,000 

World  lncome-D/1,000 


Mimlic  Sales/250 
PO  Box  64132 
St  Paul,  MN  55164-9800 
(800)  443-3677 


GS 
GB 
GS 
GS 

ST 
GS 
ST 
GS 
FS 
FS 
MU 
MU 
MU 
MU 
MU 
MU 
FS 
MU 
BA 
GB 
ST 
ST 
GS 
GB 

BA 


Monetta  Fundt 

ST 

1776-A  South  Naperville  Road 

Wheaton,  IL  60187-8133 

(800)  666-3882 

Montgomery  Funds 
600  Montgomery  Street 
San  Francisco,  CA  94111 
(800)  572-3863 

Montgomery  Asset  Allocation/1,000  BA 

Montgomery  Emerging  Markets/1,000  FS 

Montgomery  Global  Communications/1,000  GS 
Montgomery  Growth  Fund/1,000  ST 

Montgomery  Small  Capt  ST 


JP  Morgan  &  Co 
Nine  West  57th  Street 
New  York,  NY  10011 
(800)  521-5411 

Pierpont  Bond  Fund/25,000  BD 

Pierpont  Capital  Appreciation/25,000  ST 
Pierpont  Emerging  Markets  Equity/25,000    FS 

Pierpont  Equity  Fund/25,000  ST 

Pierpont  International  Equity/25,000  FS 

Pierpont  Money  Market/25,000  MM 

Pierpont  Tax-Exempt  Bond/25,000  MU 

Pierpont  Tax-Exempt  MMt  MM 

Morgan  Grenfell  Capital  Management 
885  Third  Avenue 
New  York,  NY  10022 
(212)  230-2600 

Morgan  Grenfell  Fixed  Income/250,000       BD 
Morgan  Grenfell  Muni  Bond/250,000         MU 


Morgan  Stanley  &  Co 

1221  Avenue  of  the  Amencas 

New  York,  NY  10020 

(212)  703-4000 

Morgan  Stanley  Asian  Growth-A/1, 000 

FS 

Morgan  Stanley  Global  Eq  Alloc-A/1,000 

GS 

Munder  Capital  Management 

480  Pierce  Street 

Birmingham,  Ml  48009 

(810)  647-9201;  (800)  438-5789 

Munder  Multi-Season  Growth-A/1, 000         ST 
Munder  Tax-Free  lntermediate-A/1,000       MU 


Murphey  Favre 

West  601  Main  Street 

Spokane,  WA  99201 

(509)  353-3550;  (800)  543-8072 

Composite  Bond  &  Stock-A/1,000 

BA 

Composite  Growth  &  lncome-A/1,000 

ST 

Composite  Northwest  50  Fund-A/1,000 

ST 

Composite  Tax-Exempt  Bond-A/1,000 

MU 

Composite  US  Government  Secs-A/1,000 

BD 

Nations  Fund 

One  Nations  Bank  Plaza 
Charlotte.  NC  28255 
(800)  321-7854 

Nations-Balanced  Assets-Invest  A/1,000  BA 
Nations-Equity  Income-Invest  A/1,000  ST 
Nations-Value-lnvestorA/1,000  ST 
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FUND  SURUEY 


Fund/minimum  initial  investment  ($) 

Nationwide  Financial  Services 

PO  Box  1492 
Columbus,  OH  43216 
(800)  848-0920 

Nationwide  Bond  Fund/250 
Nationwide  Fund/250 
Nationwide  Growth  Fund/250 
Nationwide  Tax-Free  Income/1,000 

Neuberger  &  Berman  Management 

605  Third  Avenue 

New  York,  NY  10158-0006 

(800)  877-9700 

N&B  Focus  Fund/1,000 
N&BGenesisFund/l,000 
N&B  Guardian  Fund/1,000 
N&B  Limited  Maturity  Bond/2,000 
N  &  B  Manhattan  Fund/1,000 
N&BPartners  Fund/1, 000 

New  England  Fund  Group 

399  Boylston  Street 

Boston,  MA  02116 

(617)  578-1174;  (800)  225-7670 

New  England  Adj  Rate  US  Govt-A/2,500 
New  England  Balanced-A/2,500 
New  England  Bond  lncome-A/2,500 
New  England  Capital  Growth-A/2,500 
New  England  Growth  Fundt 
New  England  Growth  Oppors-A/2,500 
New  England  Intl  Equity- A/2, 500 
New      England      Limited-Term      US 
t- A/2, 500 

New  England  Mass  T-F  lncome-A/2,500 
New  England  Tax-Exempt  lnc-A/2,500 
New  England  Value-A/2,500 

New  USA  Mutual  Fund/1,000 

1004  Baltimore  Street 
Kansas  City,  MO  64105 
(800)  222-2872 

Newport  Distributors/1,000 

1500  Forest  Avenue 

Richmond,  VA  23229 

(804)  285-8211;  (800)  527-9500 

Nicholas  Company 

700  North  Water  Street 
Milwaukee,  Wl  53202 
(414)272-6133* 

Nicholas  Fund/500 
Nicholas  11/1,000 
Nicholas  Income  Fund/500 
Nicholas  Limited  Edition/2,000 


Type 

Fund/minimum  initial  investment  ($) 

Type 

Nomura  Pacific  Basin/1,000 

FS 

180  Maiden  Lane 

New  York,  NY  10038 

(212)  509-7583;  (800)  833-0018 

BD 

Northeast  Investors  Trust/1,000 

JU 

ST 

50  Congress  Street 

ST 

Boston.  MA  02109 

MU 

(617)  523-3588;  (800)  225-6704 

Northstar 

Two  Pickwick  Plaza 

Greenwich,  CT  06830 

(203)  863-6200;  (800)  595-7827 

ST 

Northstar  Advantage  Govt  Secs-A/2,500 

BD 

ST 

Northstar  Advantage  Growth-A/2,500 

ST 

ST 

Northstar  Advantage  Hi  Total  Ret-A/2,500 

JU 

BD 

Northstar  Advantage  Hi  Yield  Bond/2,500 

JU 

ST 

Northstar  Advantage  lncome-A/2,500 

BA 

ST 

Northstar  Advantage  Inc  &  Growth-A/2,50C 

John  Nuveen  &  Co 

333  West  Wacker  Drive 
Chicago,  IL  60606 
(800)  621-7227 

)  BA 

BD 

Nuveen  Calif  Insured  T-F  Value-A/1,000 

MU 

BA 

Nuveen  Calif  T-F  Value-A/1, 000 

MU 

BD 

Nuveen  Insured  Muni  Bond-A/1,000 

MU 

ST 

Nuveen  Municipal  Bond-A/1,000 

MU 

ST 

Nuveen  NY  Insured  T-F  Value-A/1,000 

MU 

ST 

Nuveen  New  York  T-F  Value-A/1,000 

MU 

FS 

Nuveen  Ohio  T-F  Value-A/1,000 

MU 

Gov- 
BD 
MU 
MU 
ST 

NYLife  Distributors 

260  Cherry  Hill  Road 

Parsippany,  NJ  07054-0421 

(800)  522-4202 

ST 


FS 


ST 

ST 
JU 
ST 


MainStay-Capital  Appreciation-A/500  ST 

MainStay-Convertible-A/500  BA 

MainStay-Equity  Index/1,000  ST 

MainStay-Government  Fund-A/500  BD 

MainStay-High  Yield  Corp-A/500  JU 

MamStay-Tax-Free  Bond-A/500  MU 

MainStay-Total  Return-A/500  BA 

MainStay-Value-A/500  ST 

Oberweis  Emerging  Growth/ 1,000  ST 

One  Constitution  Drive 

Aurora,  IL  60506 

(708)  897-7100;  (800)  323-6166 


Fund/minimum  initial  investment  ($) 

Oppenheimer  Fund  Management 

PO  Box  5270 

Denver,  CO  80217 

(303)  671-3200*;  (800)  525-7048 


Type 


Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 
Oppenheimer 


Asset  Allocation-A/1, 000  BA 

Calif  Tax-Exempt-A/1, 000  MU 

Champion  Hi  Yield-A/1,000  JU 

Discovery  Fund-A/1 ,000  ST 

Equity  lncome-A/1, 000  BA 

Fund-A/1, 000  ST 

Global  EmergGro-A/1, 000  GS 

Global  Fund-A/1, 000  GS 
Global  Growth  &  lnc-A/1, 000  GS 


Gold  &  Spec  Mins/1,000 
Growth  Fund-A/1, 000 
High  Yield-A/1,000 
Invest  Grade  Bond-A/1,000 
Limited  Term  Govt-A/1, 000 
Main  Str  Inc  &  Gro-A/1,000 
New  York  Tax-Ex-A/1, 000 
Strategic  Inc  &  Gro-A/1,000 
Strategic  lncome-A/1, 000 
Target  Fund-A/1, 000 
Tax-Free  Bond-A/1,000 
Total  Return-A/1,000 
USGovemment-A/1,000 
Value  Stock-A/1, 000 


GS 
ST 
JU 

BD 
BD 
ST 
MU 
BA 
BD 
ST 
MU 
ST 
BD 
ST 


Overland  Express 

PO  Box  63084 

San  Francisco,  CA  94163 

(800)  552-9612 

Overland  Express  Calif  T-F  Bond-A/1,000 
Overland  Express  Var  Rate  Govt-A/1, 000 

PaineWebber 

c/o  PFPC,  PO  Box  8950 
Wilmington,  DE 19899 
(800)  647-1568 

MH/KP  Asset  Allocation-A/1, 000 
MH/KP  Equity  lncome-A/1, 000 
MH/KP  Global  Fixed  lncome-A/1, 000 
MH/KP  Global  Equity-A/1,000 
PaineWebber  Asset  Allocation-A/1, 000 
PaineWebber  Atlas  Global  Growth-A/1,000 
PaineWebber  Blue  Chip  Growth-A/1,000 
PaineWebber  California  T-F  lnc-A/1,000 
PaineWeb'ber  Capital  Apprec-A/1,000 
PaineWebber  Commun  &  Tech-A/1,000 


GE 
GS 

G< 
SI 
Ml 
S" 
S" 


*Will  accept  collect  calls.    "Closed  to  new  investors.    tNo  minimum.    "Available  only  through  monthly  contractual  plan. 
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Fund  minimum  initial  investment  (S) 


Type 


PaineWebber 
PameWebber 
PaineWebber 
PaineWebber 
PaineWebber 
PaineWebber 
PaineWebber 
PaineWebber 
PaineWebber 
PaineWebber 
PaineWebber 
PaineWebber 
PaineWebber 


Europe  Growth-A/1, 000  FS 

Global  Growth  &  lnc-A/1,000  GS 
Global  !ncome-A/ 1,000  GB 

Growth  &lncome-A/l, 000       ST 
Growth  Fund-A/1. 000  ST 

High  lncome-A/1.000  JU 

Inv  Grade  lncome-A/1,000  BD 
Municipal  High  lnc-A/1,000  MU 
National  T-F  lnc-A/1,000 
Region  Finl  Growth-A/1 ,000 
S-T  US  Govt  lncome-A/100 
Small  Cap  Value-A/1,000 
US  Govt  lncome-A/1,000 


MU 
ST 
BD 
ST 
BD 

ST 


Parnassus  Fund'2.000 
r  1244  California  Street 
JlSan  Francisco.  CA  94111 
::  (800)  999-3505 

1  Pasadena  Group  of  Mutual  Funds 

'•orth  Rosemead  Boulevard 
• [Pasadena.  CA  91107-2133 
;  (800)  882-2855 

3 :  Pasadena  Balanced  Return-A/1,000  BA 

. ; dena  Growth  Fund-A/1, 000  ST 

57 ;  Pasadena  N  ifty  Fifty-A/1 ,000  ST 

;;lPax  World  Fund  250  BA 

5'  224  State  Street 

prtsmouth.  NH  03801 

j(603)  431-8022:  (800)  767-1729 

PBHG  Growth  Fundt  ST 

PO  Box  419534 
IU  Kansas  City,  MO  54141-6534 
(800)  809-8008 

Pelican  Fund5,000  ST 

WO  Rowes  Wharf 
Boston,  MA  02110 
K617)  330-7500 

iiPenn  Square  Management 

r  ?650  Westview  Drive 

aWyomissing.  PA  19610 

5I6IO)  670-1031:  (800)  523-8440 

-  Square  Mutual/500  ST 

rVm  Penn  Interest  Income-Penn  T-F/500    MU 

i_  'ermanent  Portfolio 
5T  D  Box  5847 

TX  78763 
800)  531-5142 

'ermanent  Port-Permanent/1,000  BA 

'ermanent  Port-Treasury  Bill/1,000  BD 


;  *>rbes  ■  August  28,  1995 


America's  #1 
Money  Fund 


For  the  7  days  ended  7-25-95,  the  Strong  Money 
Market  Fund  ranked  #1  for  yield  among  the  217 
General  Purpose  money  funds  tracked  by  the 
Money  Fund  Report;  a  service  of  IBC/Donoghue, 
Inc.  Call  for  the  Fund's  most  recent  yield  and 
free  prospectus  kit. 

An  investment  in  this  Fund  is  neither  insured  nor  guaranteed  by  the  US 
government,  and  there  can  be  no  assurance  the  Fund  will  be  able  to  main- 
tain a  stable  $1.00  share pnce. 

*  Free  check  writing 

*  Start  with  $1,000 

»  Available  for  IRAs 


7-Day  Yields* 

(annualized  as  of 
7-25-95) 

6.10% 

Current  Yield 

6.29% 

Effective  Yield 


Vj  Strong  Funds 

MB  1-800-368-2425 

Performance  and  rankings  are  historical  and  do  not  represent  future  results  Yields  vary. 
'Source:  Money  Fund  Report  The  Funds  advisor  is  waiving  all  management  fees  and  expenses  through 
1995.  Without  this  waiver,  the  current  and  effective  yields  would  have  been  5.37 
Effective  yield  assumes  reinvestment  of  dividends  For  more  complete  information,  including  management  fees 
and  expenses,  call  Strong  Funds  Distributors.  Inc  for  a  free  prospectus  tat.  Please  read  it  carefully  be:: 
invest  or  send  money  X::: 


IT'S  DISCOVERING  WHAT  THIS  COUNTRY  WAS  LIKE 
BEFORE  IT  WAS  CALLED  AMERICA. 


? 


w/iat is  historic pre^esrwitioK: 


its uour-  m&moru.  ft s  our /u'storc*.  ft 's cvortli  sav-ity. 
National  Trust  for  Historic  Preservation     1  800  289  7091 

1785  Massachusetts  Avenue,  N.W.  Washington,  DC   20036 


■miiuhiiifiiiiinira 


FUND  SURUEY 


Fund/minimum  initial  investment  ($)  Type 

GR  Phelps  &  Co 

140  Garden  Street 
Hartford.  CT  06154 
(800)  234-5606 

Connecticut  Mutual-Growth/1, 000  ST 

Connecticut  Mutual-Total  Return/1,000       BA 

Philadelphia  Fund/1,000  ST 

1200  North  Federal  Highway 
Boca  Raton,  FL  33432 
(800)  749-9933 

Phoenix  Equity  Planning  Corp 

100  Bright  Meadow  Boulevard 
Enfield,  CT  06083-2200 
(800)  243-4361 

Phoenix  Balanced  Fund-A/500  BA 

Phoenix  Calif  Tax-Exempt  Bonds-A/500  MU 

Phoenix  Convertible  Fund-A/500  BA 

Phoenix  Equity  Opportunities-A/500  ST 

Phoenix  Growth  Fund-A/500  ST 

Phoenix  High  Yield-A/500  JU 

Phoenix  Income  &  Growth-A/500  BA 

Phoenix  Multi-Sector  Fixed  lncome-A/500  BD 

Phoenix  Multi-Capital  Apprec-A/500  ST 

Phoenix  Multi-lnternational-A/500  FS 

Phoenix  Multi-Tax-Exempt  Bond-A/500  MU 

Phoenix  Total  Return-A/500  BA 

Phoenix  US  Government  Secs-A/500  BD 

Phoenix  US  Stock-A/500  ST 

Phoenix  Worldwide  Opportunities-A/500  GS 

Pilgrim  America  MagnaCap/1, OOO  ST 

40  North  Central  Avenue 
Phoenix,  AZ  85004-4424 
(800)  334-3444 

Pimco  Advisors 

840  Newport  Center  Drive 
Newport  Beach,  CA  92660 
(800)  800-7674 

Blairlogie  Emerging  Markets/200,000#  FS 

Cadence  Capital  Appreciation/200,000#  ST 

Cadence  Mid  Cap  Growth/200,000#  ST 

Cadence  Small  Cap  Growtht  ST 

NFJ  Equity  lncome/200,000#  ST 


Fund/minimum  initial  investment  ($) 


Type 


Parametric  Enhanced  Equity/200,000#        ST 

Pimco  Balanced  Fund/200, 000#  BA 

Pimco  Foreign  Fund/1, 000,000#  GB 

Pimco  High  Yield/1,000,000#  BD 

Pimco  Low  Duration/l,000,000#  BD 

Pimco  Low  Duration  ll/l,000,000#  BD 
Pimco  Managed  Bond  &  lncome/200,000#  BD 

Pimco  Total  Return/1 ,000,000#  BD 

Pimco  Total  Return  lll/l,000,000#  BD 

Pimco  Advisors  Distributor 

2187  Atlantic  Street 
Stamford,  CT  06902 
(800)  227-7337 


Pimco  Advisors-Equity  lncome-A/1,000 
Pimco  Advisors-Growth-A/1,000 
Pimco  Advisors-High  lncome-A/1,000 
Pimco  Advisors-I nternational-A/1 , OOO 
Pimco  Advisors-Opportunity-At 
Pimco  Advisors-Precious  Metals-A/1,000 
Pimco  Advisors-Target-A/1 ,000 
Pimco  Advisors-US  Government-A/1,000 

Pioneer  Group 

PO  Box  9014 

Boston,  MA  02205-9014 

(617)  742-7825;  (800)  225-6292 

Pioneer  America  Income  Trust-A/1,000 
Pioneer  Bond  Fund-A/1,000 
Pioneer  Capital  Growth-A/1,000 
Pioneer  Equity-lncome-A/1,000 
Pioneer  Europe  Fund-A/1,000 
Pioneer  Fund/50 
Pioneer  Growth  Shares-A/1,000 
Pioneer  11/50 

Pioneer  Income  Fund-A/1,000 
Pioneer  International  Growth-A/1,000 
Pioneer  Tax-Free  lncome-A/1,000 
Pioneer  Three/1,000 

Piper  Capital  Management 

Piper  Jaffray  Tower 

Minneapolis,  MN  55402-3804 

(612)  342-6402;  (800)  866-7778 

Piper  Funds-Emerging  Growth/250 
Piper  Funds-Equity  Strategy/250 
Piper  Funds-Government  Income/250 
Piper  Funds-Growth  &  Income/250 
Piper  Funds-Institutional  Govt  Incomet 
Piper  Funds-Minnesota  T-E/250 
Piper  Funds-Value/250 
Piper  Global-Pacific-Euro  Growth/250 


BA 
ST 
BD 
FS 
ST 
GS 
ST 
BD 


BD 

BD 
ST 
ST 
FS 
ST 
ST 
ST 
BA 
FS 
MU 
ST 


ST 
ST 
BD 
ST 
BD 
MU 
ST 
FS 


Fund/minimum  initial  investment  ($)  Typt 

PNC  Balanced  Fund/500  B/ 
One  PNC  Plaza 
Pittsburgh,  PA  15265 
(800)  422-6538 

T  Rowe  Price  Associates 

100  East  Pratt  Street 
Baltimore,  MD  21202 
(800)  638-5660 

T  Rowe  Price  Balanced  Fund/2,500  B/ 

T  Rowe  Price  Blue  Chip  Growth/2,500  S" 

T  Rowe  Price  Calif  T-F  Bond/2,500  Ml 

T  Rowe  Price  Capital  Appreciation/2,500  S' 

T  Rowe  Price  Dividend  Growth/2,500  S" 

T  Rowe  Price  Equity  Income/2,500  S' 

T  Rowe  Price  Equity  Index/2,500  S" 

T  Rowe  Price  European  Stock/2,500  FS 

T  Rowe  Price  GNMA  Fund/2,500  Bt 

T  Rowe  Price  Growth  &  Income/2,500  S" 

T  Rowe  Price  Growth  Stock/2,500  S' 

T  Rowe  Price  High  Yield/2,500  Jl 

T  Rowe  Price  International  Bond/2,500  GE 
T  Rowe  Price  International  Discovery/2,500  F! 

T  Rowe  Price  International  Stock/2,500  F! 

T  Rowe  Price  Japan/2,500  F: 

T  Rowe  Price  Latin  America/2,500  F! 

T  Rowe  Price  Maryland  T-F  Bond/2,500  Ml 

T  Rowe  Price  Mid-Cap  Growth/2,500  S" 

T  Rowe  Price  New  America  Growth/2,500  SI  " 

T  Rowe  Price  New  Asia/2,500  F: 

T  Rowe  Price  New  Era/2,500  S 

T  Rowe  Price  New  Horizons/2,500  S 

T  Rowe  Price  New  Income/2,500  Bl 

T  Rowe  Price  New  York  T-F  Bond/2,500  Ml 

T  Rowe  Price  OTC/2,500  S 

T  Rowe  Price  Science  &  Technology/2,500  S 

T  Rowe  Price  Short-Term  Bond/2,500  Bl 

T  Rowe  Price  Short-Term  US  Govt/2,500  Bl 

T  Rowe  Price  Small-Cap  Value/2,500  S 

T  Rowe  Price  Spectrum-Growth/2,500  S 

T  Rowe  Price  Spectrum-lncome/2,500  B 

T  Rowe  Price  T-F  High  Yield/2,500  Ml 

T  Rowe  Price  T-F  Income/2,500  Mi 

T  Rowe  Price  T-F  Short-lntermed/2,500  Ml 

T  Rowe  Price  US  Treasury  lntermed/2,500  B 

T  Rowe  Price  Virginia  T-F  Bond/2,500  M 


: 

: 

: 

hi 


Sb 
fax 
Nicf 

':  ■ 


*Will  accept  collect  calls.    tClosed  to  new  investors.    #Available  at  lower  minimum  through  discount  brokerage. 
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Fund/minimum  initial  investment  ($)  Type 

Princor  Financial  Services  Corp 
PO  Box  10423 
Des  Moines,  IA  50392-0200 
(800)  247-4123 

Princor  Balanced  Fund-A/300  BA 

Princor  Bond  Fund-A/1, OOO  BD 

Princor  Capital  Accumulation-A/300  ST 

Princor  Emerging  Growth-A/300  ST 
Princor  Government  Sees  lncome-A/1,000   BD 

Princor  Growth  Fund-A/300  ST 

Princor  Tax-Exempt  Bond-A/1, 000  MU 

Princor  Utilities  Fund-A/1 ,000  ST 

Princor  World  Fund-A/300  GS 

Provident  Institutional  Management/10,000  ST 

400  Bellevue  Parkway 
Wilmington.  DE 19809 
(302)  791-1700 

Prudential  Securities 
PO  Box  15005 
New  Brunswick,  NJ  08837 
(800)  225-1852 

Global  Utility  Fund-A/1, 000  GS 

Nicholas-Applegate  Core-A/2,000  ST 

Nicholas-Applegate  Emerg  Growth-A/2,000  ST 
Nicholas-Applegate  Growth  Eq-A/1,000        ST 


Fund/minimum  initial  investment  ($) 


Type 


Nicholas-Applegate  Inc  &  Growth-A/2,000    ST 
Nicholas-Applegate  Worldwide  Gro-A/2,000  GS 


Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudent 
Prudenti 
Prudentia 


Allocation-Conserv-A/1,000  ST 

Allocation-Strat-A/1,000  ST 

Calif  Muni-Calif-A/1, OOO  MU 

Calif  Muni-lncome-A/1,000  MU 

Equity  Fund-A/1 ,000  ST 

Equity  lncome-A/1,000  ST 

Global  Fund-A/1, 000  GS 

Global  Genesis-A/1, OOO  GS 

Global  Nat  Resources-A/1,000  GS 

GNMAFund-A/1,000  BD 

Govt  lncome-A/1,000  BD 

Govt  Secs-lntermed/1, OOO  BD 

Growth  Oppor-A/1, OOO  ST 

High  Yield-A/1,000  JU 

lncomeVertible-A/1,000  BA 

Intermed  Global  lnc-A/1, OOO  GB 

Multi-Sector-A/1,000  ST 

Muni  Bond-High  Yield-A/1,000  MU 

Muni  Bond-lnsured-A/1,000  MU 

Muni  Ser-Flonda-A/1,000  MU 


Fund/minimum  initial  investment  ($)  Type 

Prudential  Muni  Ser-New  Jersey-A/1,000  MU 

Prudential  Muni  Ser-New  York-A/1, OOO  MU 

Prudential  Muni  Ser-Ohio-A/1,000  MU 

Prudential  Muni  Ser-Penn-A/1,000  MU 

Prudential  Natl  Municipals-A/1,000  MU 

Prudential  Pacific  Growth-A/1,000  FS 

Prudential  S-T  Global-lncome-A/1,000  GB 

Prudential  Structured  Maturity-A/1,000  BD 

Prudential  US  Government-A/1, OOO  BD 

Prudential  Utility  Fund-A/1, OOO  ST 

Target  International  Equity/25,000  FS 

Target  Large  Cap  Growth/25,000  ST 

Target  Large  Cap  Value/25,000  ST 

Target  Small  Cap  Growth/25,000  ST 

Target  Small  Cap  Value/25,000  ST 

Putnam  Mutual  Funds 

PO  Box  41203 
Providence,  Rl  02940-1203 
(800)  225-1581 

Putnam  Adjustable  Rate  US  Govt-A/500  BD 

Putnam  American  Govt  lnc-A/500  BD 

Putnam  Arizona  T-E  lncome-A/500  MU 

Putnam  Asia  Pacific  Growth-A/500  FS 
Putnam  Asset  Allocation-Balanced-A/500    BA 

Putnam  Asset  Allocation-Conserv-A/500  BA 


No  Load  *  Warburg  Pincus  Capital  Appreciation  Fund 

MID-CAP  STOCKS 


that  we  beli 


eve 


will  outperform  the  market  are  the  foundation  or 
Warburg  Pincus  Capital  Appreciation  Fund. 

"We  look  for  high  returns  on  equity,  strong  growth  in 
revenue  and  top-quality  management."  This  no-load 
fund  may  he  appropriate  ror 
investors  with  long-term  financial 
goals  such  as  meeting  college  costs 


Susan  L.  Slack  ana 
George  U.  Wyper 
Co-Managers 
Warburg  Pincus 

Capital  Appreciation  Fund     or  retirement  needs. 


Average  Annual 
Total  Returns 

1  Year 

22.80% 

(6/30/94-6/30/95) 
5  Years 

1055% 

(6/30/90-6/30/95) 

Since  Inception 

10.11% 

(SV17/87-6Z30/95) 


Average  annual  total  returns  are  historical  and  include  change  in  share  price  and  reinvestment 
of  dividends  and  capital  gains.  Past  performance  cannot  guarantee  future  results. 
Investment  return  and  share  price  will  fluctuate,  and  redemption  value  may  be  more  or 
less  than  original  cost. 


For  more  complete  information,  including  management  fees 
and  expenses,  call  for  a  prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 
©1995  Counsellors  Securities  Inc,  distributor. 
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Cam.  7  days  a  wff.k:  1-800-257-5614 


Warburg  Pincus  Funds 


FUND  SURVEY 


Fund/minimum  initial  investment  ($) 

Putnam  Mutual  Funds 
(800)  225-1581 

Putnam  Asset  Allocation-Growth-A/500 
Putnam  Balanced  Retirement-A/500 
Putnam  Calif  T-E  lncome-A/500 
Putnam  Convertible  lncome-Growth-A/500 
Putnam  Diversified  Income  Trust -A/500 
Putnam  Dividend  Growth-A/500 
Putnam  Equity  lncome-A/500 
Putnam  Europe  Growth-A/500 
Putnam  Federal  Income  Trust-A/500 
Putnam  Florida  T-E  lncome-A/500 
Putnam  Fund  for  Growth  &  lnc-A/500 
George  Putnam  Fund  of  Boston-A/500 
Putnam  Global  Governmental  lnc-A/500 
Putnam  Global  Growth-A/500 
Putnam  Health  Sciences-A/500 
Putnam  High  Yield  Advantage-A/500 
Putnam  High  Yield  Trust-A/500 
Putnam  Income  Fund-A/500 
Putnam  Investors  Fund-A/500 
Putnam  Mass  T-E  Income  ll-A/500 
Putnam  Mich  T-E  Income  ll-A/500 
Putnam  Minn  T-E  Income  ll-A/500 
Putnam  Municipal  lncome-A/500 
Putnam  Natural  Resources-A/500 
Putnam  New  Jersey  T-E  lncome-A/500 
Putnam  New  Opportunities-A/500 
Putnam  New  York  T-E  lncome-A/500 
Putnam  New  York  T-E  Oppors-A/500 
Putnam  Ohio  T-E  Income  ll-A/500 
Putnam  OTC  Emerging  Growth-A/500 
Putnam  Overseas  Growth-At 
Putnam  Pennsylvania  T-E  lncome-A/500 
Putnam  Preferred  lncome-A/500 
Putnam  Tax-Exempt  lncome-A/500 
Putnam  Tax-Free  Income-Hi  Yield-A/500 
Putnam  Tax-Free  lncome-lnsured-A/500 
Putnam  US  Govt  lncome-A/500 
Putnam  Utilities  Growth  &  lnc-A/500 
Putnam  Vista  Fund-A/500 
Putnam  Voyager  Fund-A/500 

Quantitative  Numeric  Fundt 
55  Old  Bedford  Road 
Lincoln,  MA  01773 
(800)  331-1244 

Quest  for  Value 

225  Liberty  Street 
New  York.  NY  10281 
(800)  232-3863 

Quest  for  Value-Opportunity-A/1,000 
Quest  for  Value-Small  Cap-A/1,000 
Quest  for  Value  Fund-A/1,000 
Quest  for  Value  Global  Equity-A/ 1,000 


Type 


BA 
BA 
MU 
BA 
BD 
ST 
ST 
FS 
BD 
MU 
ST 
BA 
GB 
GS 
ST 
JU 
JU 
BD 
ST 
MU 
MU 
MU 
MU 
ST 
MU 
ST 
MU 
MU 
MU 
ST 
FS 
MU 
ST 
MU 
MU 
MU 
BD 
ST 
ST 
ST 

ST 


BA 
ST 
ST 
GS 


Fund/minimum  initial  investment  ($) 


Type 


Ranson  Managed  Kansas  Muni/1,000         MU 

120  South  Market  Street 
Wichita,  KS  67202 
(800)  345-2363 

Reich  &  Tang  Equity/5,000  ST 

600  Fifth  Avenue 
New  York,  NY  10020 
(800)  676-6779 

Robertson,  Stephens  &  Co 

555  California  Street 
San  Francisco,  CA  94104 
(800)  766-3863 

Robertson  Stephens  Contrarian/5,000  ST 

Robertson  Stephens  Emerg  Growth/5,000     ST 
Robertson  Stephens  Value  +  Growth/5,000   ST 

Rochester  Fund  Distributors 

350  Linden  Oaks 
Rochester,  NY  14625 
(716)  383-1708* 

Bond  Fund  For  Growth-A/2,000  BA 

Rochester  Fund  Municipals/2,000  MU 

Rochester  Limited-Term  NY  Muni-A/5,000  MU 

Rodney  Square  Funds 

1105  North  Market  Street 
Wilmington,  DE 19890-0001 
(800)  336-9970 

Rodney  Square-MM/1, 000  MM 

Rodney  Square  Multi-Mngr-Growth/1,000    ST 

Royce  Funds 

1414  Avenue  of  the  Americas 
New  York,  NY  10019 
(800)221-4268 

Pennsylvania  Mutual  Fund/2,000 
Royce  Fund-Equity  Income/2,000 
Royce  Fund-Premier/2,000 
Royce  Fund-Value/2,000 

Rushmore  Group/2,500 

4922  Fairmont  Avenue 
Bethesda,  M0  20814 
(800)  343-3355 

Russell  Fund  Distributors 

Two  International  Place 

Boston,  MA  02110 

(617)  654-6089;  (800)  647-7327 

Seven  Seas  Emerging  Markets/1,000  FS 

Seven  Seas  Matrix  Equity/1,000  ST 

Seven  Seas  Money  Market-At  MM 

Seven  Seas  S&P  500  Index/1,000  ST 

Seven  Seas  Yield  Plus/1,000  BD 


Fund/minimum  initial  investment  ($)  Type 

Ryback  Management 

7711  Carondelet  Avenue 
St  Louis,  MO  63105 
(314)  727-5305 

Lindner  Bulwark  Fund/3,000  BA 

Lindner  Dividend  Fund/2,000  ST 

Lindner  Growth  Fund/2,000  ST 

Rydex  Funds 

4641  Montgomery  Avenue 

Bethesda,  MD  20814 

(301)  652-4402;  (800)  820-0888 

Rydex-Nova  Fund/10,000  ST 

Rydex-OTC  Fund/10,000  ST 

Rydex-Ursa  Fund/10,000  ST 

Safeco  Securities 

PO  Box  34890 

Seattle.  WA  98124-1890 

(206)  545-5530*;  (800)  426-6730 

Safeco  Equity  Fund/1,000  ST 

Safeco  Growth  Fund/ 1,000  ST 

Safeco  Income  Fund/1,000  ST 

Safeco  Municipal  Bond/1,000  MU 

Salomon  Brothers  Asset  Management 

Seven  World  Trade  Center 
New  York,  NY  10048 
(800)  725-6666 

Salomon  Brothers  Capital/1 ,000  SI 

Salomon  Brothers  Investors  Fund-A/500  SI 

Salomon  Brothers  NY  Muni  MM/100,000  MtV 

Salomon  Brothers  Opportunity/1,000  SI 


SBM  State  Bond  Common  Stock/250 

8400  Normandale  Lake  Boulevard 


Schafer  Value  Fund/2,000 

645  Fifth  Avenue 

New  York,  NY  10022 

(212)  403-2980;  (800)  343-0481 

Schroder  Capital-lntl  Equity/2,500 

PO  Box  446 
Portland,  ME  04112 
(800)  344-8332 


*Will  accept  collect  calls.    tClosed  to  new  investors.    tNo  minimum. 


SI 


ST 
ST 

Minneapolis.  MN  55437 

(800)  328-4735 

ST 

SBSF  Funds 

ST 

45  Rockefeller  Plaza 

ST 

New  York,  NY  10111 

(800)  422-7273 

SBSF  Convertible  Securities/5,000 

B/ 

SBSF  Fund/5,000 

s- 
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To  us,  it's  a  building  block. 


To  some  people,  it's  an  office,  a  store,  a  friend.  To  ALLTEL,  it's  the  solid  foundation  on 
slhich  we've  built  one  of  the  best  performing  companies  in  the  country.  To  our  core  local 
lephone  operations,  we've  added  subsidiaries  in  the  faster-growing  fields  of  cellular  and 
formation  services.  The  result:  an  excellent  record  of  growth  and  financial  success,  34  years 
consecutive  annual  dividend  increases  and  recent  inclusion  in  the  S&P  500. 

For  more  information  on  a  growing  company  with  a  solid  foundation,  call  ALLTEL  at 
01)  661-8999.  fU  IT  El 

CORPORATION 


■  lllMilUHIiMlimiEl 


FUND  SURVEY 


Fund/minimum  initial  investment  (S) 


Type 


Charles  Schwab  Value  Advantage  MM  25.000MM 
101  Montgomery  Street 
San  Francisco.  CA  94104 
(800)  526-8600 

Scudder  Investor  Services 
PO  Box  2291 
Boston.  MA  02107-2291 
(800)  225-2470 

AARP  Balanced  Stock  &  Bond/500  BA 

AARP  Growth-Capital  Growth/500  ST 

AARP  Growth-Growth  &  Income/500  ST 

AARP  lnc-GNMA&  US  Treasury/500  BD 

AARP  Inc-High  Quality  Bond/500  E I 

AARP  Insured  T-F  Inc-Genl  Bond/500  MU 

Japan  Fund/1.000  FS 

Scudder  Balanced  Fund/1,000  BA 

Scudder  Calif  Tax-Free/1.000  MU 

Scudder  Capital  Growth/1 ,000  ST 

Scudder  Development  Fund/1.000  ST 
Scudder  Emerging  Markets  Income/1,000    GB 

Scudder  Global  Fund/1,000  GS 

Scudder  Global  Small  Company/1,000  GS 

Scudder  GNMA  Fund/1,000  BD 

Scudder  Gold  Fund/1,000  GS 

Scudder  Growth  &  Income/1.000  ST 

Scudder  High  Yield  Tax- Free' 1,000  MU 

Scudder  Income  Fund/1.000  BD 

Scudder  International  Bond/1.000  GB 

Scudder  International  Fund/1,000  FS 

Scudder  Latin  America/1,000  FS 

Scudder  Limited  Term  Tax  Free/1,000  MU 

Scudder  Managed  Muni  Bonds/1,000  MU 

Scudder  Massachusetts  Tax-Free/1,000  MU 

Scudder  Medium  Term  Tax-Free/1.000  MU 

Scudder  NY  Tax-Free/1. 000  MU 

Scudder  Pacific  Opportunities' 1,000  FS 

Scudder  Quality  Growth/1,000  ST 

Scudder  Short  Term  Bond/1.000  BD 
Scudder  Short-Term  Global  Income/1.000   GB 

Scudder  Value  Fund/1.000  ST 

Securities  Management  &  Research 
One  Moody  Plaza 
Galveston.  TX  77550 
(800)231-4639 

American  National  Growth/100  ST 

American  National  Income/100  ST 

Security  Distributors 
700  Harrison  Street 
Topeka.  KS  66636 
(800)  888-2461 

Security  Equity  Fund-A'lOO  ST 

Sec  urity  Growth  &  lncome-A/100  ST 

Security  Ultra  Fund-A/100  ST 


Fund/minimum  initial  investment  ($)  Type 

SEI  Corp 

680  East  Swedesford  Road 
Wayne.  PA  19087 
(800)  342-5734 

Marquis  Government  Securities-A/2.500  BD 

Marquis  Growth  &  lncome-A/2.500  BA 

Marquis  Value  Equity-A/2, 500  ST 

SEI  Index  S&P  500  Index!  ST 


Selected/Venture  Advisers 

PO  Box  1688 

Santa  Fe.  NM  87504-1688 

(800)  279-0279 

New  York  Venture  Fund-A/1,000 

ST 

RPF  of  America-Convert  Secs-A/1,000 

BA 

RPF  of  America-Financial  Value-A/1,000 

GS 

RPF  of  America-Growth  Fund-A/1,000 

ST 

Selected  American  Shares/1,000 

ST 

Selected  Special  Shares/1,000 

ST 

Seligman  Financial  Services 

100  Park  Avenue 

New  York.  NY  10017 

(212)  850-1864;  (800)  221-7844 


Seligman 
Seligman 
Seligman 
Seligman 
Seligman 
Seligman 
Seligman 
Seligman 
Seligman 
Seligman 
Seligman 
5e  i~i' 
Seligman 
Seligman 
Seligman 
Seligman 


Capital  Fund-A/1,000 
Common  Stock-A/1, 000 
Commun  &  Info-At 
Frontier  Fund-A/1,000 
Growth  Fund-A/1,000 


ST 
ST 
ST 
ST 
ST 


Henderson  Gl  Small  Cos-A/1,000  GS 
Henderson  Global  Tech-A/1, 000  GS 
Henderson  I nternational-A/ 1 .000  FS 
High  Inc-Hi  Yld  Bond-A/1,000  JU 
Income  Fund-A/1,000  BA 

Tax-Exempt-Mass-A/1,000  MU 

Tax-Exempt-Michigan-A/1.000  MU 
Tax-Exempt-Minnesota-A/1.000  MU 
Tax-Exempt-National-A/1.000  MU 
Tax-Exempt-Ohio-A/1,000  MU 

Tax-Exempt-SC-A/1,000  MU 


Sentinel  Financial  Services 

One  National  Life  Drive 

Montpelier,  VT  05604 

(800)  344-7437 

Sentinel  Balanced  Fund/500 

BA 

Sentinel  Bond  Fund/500 

BD 

Sentinel  Common  Stock/500 

ST 

Sentinel  Emerging  Growth/500 

ST 

Sentinel  Government  Securities/500 

BD 

Sentinel  Growth  Fund/500 

ST 

Sentinel  Tax-Free  Income/500 

MU 

GB 
GS 
GS 
GB 

ST 


Fund/minimum  initial  investment  ($)  Type 

Sentry  Fund  500 
1800  North  Point  Drive 
Stevens  Point.  Wl  54481 
(800)  533-7827 

Sequoia  Fundt 
767  Fifth  Avenue 
New  York.  NY  10153-4798 
(212)  832-5280* 

Sheffield  Investments 
41  Madison  Avenue 
New  York.  NY  10010 
(800)  922-7771 

Blanchard  Flexible  Income/3,000 
Blanchard  Global  Growth/3,000 
Blanchard  Precious  Metals/3,000 
Blanchard  Short-Term  Global  lnc/3.000 

SIFE  Trust  200 

490  North  Wiget  Lane 

Walnut  Creek.  CA  94598 

(510)  988-2400;  (800)  524-7433 

Signature  Financial  Group 

Six  St  James  Avenue 
Boston.  MA  02116 
(800)  638-1896 

Domini  Social  Equity/1,000  ST 

Fifty  Nine  Wall  Street-European/5,000  FS: 

Fifty  Nine  Wall  Street-Pacific  Basin/5,000  FS 

Old  Westburv-lnternational  Fund/1.000  FS 

SIT  Investment  Associates 

90  South  Seventh  Street 
Minneapolis.  MN  55402 
(800)  332-5580 

SIT  Growth  Fund/2.000  ST 

SIT  International  Growth/2,000  FS 

SIT  Tax-Free  Income/2,000  MU 

Skyline  Fund 

350  North  Clark  Street 

Chicago.  IL  60610 

(312)  595-6035;  (800)  458-5222 

Skyline  Fund-Special  Equitiest  ST 

Skyline  Fund-Special  Equities  11/1,000        ST 


'Will  accept  collect  calls.    ^Closed  to  rew  investors.    iNo  minimum.    #Available  at  lower  minimum  through  discount  brokerage. 
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Fund' 


-.-  --■    -,-/:--/■  ■-. 


Type 


Smith  Barney  Mutual  Funds  Management 

>.K1 10013 
(800)451-2010 

:-i-A/l,000  ST 

S-:-  3ame  -U1       -  1  300  ST 

-  Barney  Aggress  Growth-A  1 .000  ST 

■  Barney  Appreciate  Fj"d-A  1,000  ST 

5-  -  Barney  Ca  -  300 

3amey  Equity  Growth  &  -: ■-  1  133  ST 

5~  ■-  Barney  Equity-Strat  Invest-A  1.000  ST 

■  -  .     :  I  ST 

EJarneylnc-Convertible-A;  1,000  BA 

:  -   -  Barney  Inc-Divers  Strat-A/1 ,000  BD 

Barney  Inc—  r   -::~e-A/l,000  JU 

Barney  Inc-Prem  Tot  Ret-A/  1 .000  ST 

Barney  Inc-Tax-Ex  lnc-A/1,000  MU 

Barney  Inc-Utilities-A  1.000  E  - 

Barney  Inves:-::.-  Secs-A  1  300  BD 

Barney  Invest-lnv  Grade-A/1  .000  BD 

Barney  Invest-Special  Eq-A/1,000  ST 

BD 

Barney  Managed  '          V1.000  MU 

Barney  Mum-Calif-A/1. 000  MU 

Barney  Mum-7  : rida-A  1300  MU 

Barney  Mum-Ltd  Term-A/1.000  MU 

Barney  Muni-National-A/ 1.000  MU 

Barney  New  Jersey  Munis-A.1.000  MU 

Barney  New  York  Mun!s-A/1.000  MU 

Barney  Prec  Mets  &  Mr;--  L.OOC  FS 

Barney  Principal  Return-1996"  BA 

Barney  Principal  Return-1998T  BA 

Barney  Pnncipal  Return-2000t  E  - 

3a-e..-.S  3:.-  :e:v-  '.  '.'.'.  BD 

Barney  World-Global  Govt-A/1,000  GB 

BameyWoric- -:  E:.:.- '.  300  FS 

Bamev  Telecom-Growth-A  1 .000  ST 


jSmith  Breeden-Short  Dur  US  Govt  1 .000     BD 
131  :.•::=  1'  ■'- 

(800)221-3138 
SoGen  Securities 


K800)  628-0252 

International  Fund/1.000 
en  Overseas  Fund/1.000 

[Southeastern  Asset  Management 
-•■age  Drive 

■:  '•'- ::.". 

[800)  445-9469 

jZ'gzrzi-.-z'i  -,-:  13  333= 
.:-g  -.y  zi-.--.-i  l~i  -3a:  13  I 


GS 
FS 


ST 
ST 


Fund  ~iiimum  initial  investment  ($)  Type 

Stagecoach  Asset  Management 

::  i:    :-:-. 

San  Francisco,  CA  94120 
(800)  222-8222 

Stagecoach  Asset  Allocation-A/1,000  BA 

Stagecoach  Calif  T-F  Bond-A/1,000  MU 

Stagecoach  Corporate  Stock/1,000  ST 

Stagecoach  Diversified  lncome-A/1,000  ST 

Stagecoach  GNMA  Fund-A/1,000  BD 

Stagecoach  Growth  &  Income/1,000  ST 

Stagecoach  Lifepatn-2000-Retail/1.000  BA 

Stagecoach  Lifepath-2020-Retail/l,000  BA 

Stagecoach  Lifepath-2030-Retail/1.000  BA 

Stagecoach  Lifepath-2040-Retai  1/ 1 .000  BA 

Stagecoach  US  Govt  Allocation-A/1,000  BD 

State  Street  Research  Investment  Services 
One  Financial  Center 
Boston.  MA  02111 
(800)  882-0052 

MetLife-State  Street  Cap  Apprec -A/2,500 
re-State  Street  Equity  lnc-A/2,500 
MetLife-State  Street  Mngd  Assets- A/2, 500 
MetLife  State  Street  High  lnc-A/2,500 
State  Street  Research  Capital-A/2.500 
State  Street  Research  Govt  lnc-A/2,500 
State  Street  Research  lnvest-A/2,500 
State  Street  Research  Small  Cap-At 
State  Street  Research  Tax  Ex-A/2,500 

Stein  Roe  &  Farnham 

PO  8<w  804058 
Chicago.  IL  60680 
(800)  338-2550 


ST 
ST 
BA 
JU 

ST 
BD 
ST 
ST 
MU 


StemRoe  Capital  Opportunities/2.500  ST 

SteinRoe  Growth  Stock/2.500  ST 

SteinRoe  High  Yield  Municipals/2. 500  MU 

SteinRoe  Income  Fund/2,500  BD 

SteinRoe  Intermediate  Bond/2,500  BD 

SteinRoe  Intermed  Municipals/2,500  MU 

SteinRoe  International  Fund/2,500  FS 

SteinRoe  Managed  Municipals/2,500  MU 

SteinRoe  Prime  Equities/2,500  ST 

SteinRoe  Special  Fund/2,500  ST 

SteinRoe  Total  Return/2,500  BA 


Fund  n  nmum  imtiai  invest" k 

Stratton  Monthly  Dividend  2.000 
c/o  Fund  Plan  Services  -  PO  E 
Conshohocken.  PA  19428-0874 
(800)  634-5726 

Strong/Corneliuson  Capital  Management 
PO  Box  2936 

Milwaukee.  Wl  53201-2936 
(800)  368-3863 


Type 
ST 


Strong  Advantage  Fund/1,000 

BD 

Strong  American  Utilities/1,000 

ST 

Strong  Asia  Pacific/1.000 

FS 

Strong  Asset  Allocation/250 

BA 

Strong  Common  Stockt 

ST 

Strong  Corporate  Bond/1,000 

BD 

Strong  Discovery  Fund/1,000 

ST 

Strong  Government  Securities/ 1,000 

BD 

Strong  Growth  Fund/1,000 

ST 

Strong  High  Yield  Muni  Bond/2,500 

MU 

Strong  International  Stock/1,000 

FS 

Strong  Municipal  Bond/2,500 

MU 

Strong  Opportunity  Fund/1,000 

ST 

Strong  Short-Term  Bond/1,000 

BD 

Strong  Short-Term  Muni  Bond/2,500 

MU 

Strong  Total  Return/250 

BA 

SunAmerica  Asset  Management 

733  Third  Avenue 

New  York.  NY  10017 

(800)  858-8850 

SunAmerica  Balanced  Assets-A/500 

BA 

SunAmerica  Blue  Chip  Growth-A/500 

ST 

SunAmerica  Diversified  lncome-A/500 

GB 

SunAmerica  High  lncome-A/500 

JU 

SunAmerica  Small  Co  Growth-A/500 

ST 

SunAmerica  Tax-Exempt  lnsured-A/500 

MU 

Sunstone 

c/o  Firstar  Trust  Co  -  PO  Box  701 
Milwaukee.  Wl  53201- 
(800)  982-8909 

Northern  Funds-Growth  Equity/2,500  ST 

Northern  Funds-lntermed  Tax-Ex/2,500  MU 

Northern  Funds-lntl  Growth  Equity/2,500  FS 

Northern  Funds-lntl  Select  Equity/2,500  FS 

Northern  Funds-Money  Marke::  MM 

Northern  Funds-Municipal  MM+  MM 

Northern  Funds-Small  Cap  Growth/2,500  ST 

Northern  Funds-Tax-Exempt/2,500  MU 

Northern  Funds-US  Government/2,500  BD 

Wasatch  Advisors  Aggressive  Equityt  ST 

Yacktman  Fund/2,500  ST 
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France  •  United  Kingdom  •  Canada  •  Spain 


IN  AN  UNSETTLED 
WORLD,  DIVERSITY  IS  A 
SMART  FOREIGN  POLICY. 

For  investors,  change  often  creates  opportunities. 
A  smart  way  to  capitalize  on  today's  changing 
world  is  through  a  strategy  of  globally  diversified 
investing. 

Bartlett  Value  International  Fund  combines 
Bartlett  &  Co's  value-based  investment  approach 
with  an  international  portfolio  diversified  across 
five  continents  and  more  than  20  different 
industries.  Through  the  years,  this  combination 
has  earned  the  respect  of  Bartlett  investors. 

In  an  uncertain  world,  the  no-load  Bartlett 
Value  International  Fund  puts  foreign  investing 
to  work  for  you.  Call  the  number  below  to  receive 
a  free  prospectus  containing  more  complete  infor- 
mation, including  charges  and  expenses,  and  the 
special  risks  of  foreign  investing.  Read  the  pro- 
spectus carefully  before  investing  or  sending  money. 


Bartlett  &  Co. 


36  East  Fourth  Street,  Cincinnati,  OH  45202-3896 

1-800-800-3609 


Italy  •  Japan  •  Chile  •  Switzerland  •  Taiwan 


The  Kaufmann  Fund 

A  Small  Company  Growth  Fund 


tt 


Tough  Guys  Finish  FIRST 

According  to  Mutual  Funds  Magazine,  April  '95 


Five- Year  Compounded 
Annual  Return 


12.1% 


S&P 
500 


20.1% 


KAUFX 
FUND 


Since  Inception  (2/86)  .  .  1 6.6% 

One  year 37.2% 

Period  ending  &/30/95, 
per  Upper  Analytical  Services 


Lawrence  Auriana  and  Hans  Ut 
Portfolio  Co-managers 


More  than  twice  the  average  total 
annual  return  of  all  funds 

(5-year  period  ending  6/30/95.  Out  of  870  equity  funds, 
per  Upper  Analytical  Services) 


For  a  prospectus  call: 


(800)  346-5263 


Total  returns  for  periods  ending  June  30, 1995  are  historical  and  include  change  i 
price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fe 
12b-l  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the  O 
stock  of  500  publicly  traded  U.S.  companies.  For  more  complete  information  in 
charges,  expenses,  and  risks  on  small-cap  stocks  please  read  the  prospectus  c 
before  you  invest.  The  performance  cited  represents  past  performance  whicl 
indicative  of  future  results;  investment  performance  fluctuates;  fund  share 
redeemed  may  be  worth  more  or  less  than  original  cost  The  prices  of  small  c< 
stocks  are  generally  more  volatile  than  those  of  large  companies. 

The  Kaufmann  Fund,  Inc. 

140  East  45th  Street,  New  York,  NY  10017  •  Fax  (212)  661-2266 


For  more  information  on  advertising  in  our  next  Mutual  Funds  Portfolio,  call  Donna  Tarr  (212)  620-233 


p 

I 


ADVERTISEMENT  2 


litual  funds  continue  to  provide  attractive 

ttavestment  opportunities.  That's  why  FORBES 

jrs  its  readers  The  FORBES  Mutual  Funds 

'(folio.  This  direct  response  section  makes  it 

i  for  you  to  review  some  of  today's  most 

Resting  and  profitable  funds.  Each  of  the  funds 

ired  in  this  portfolio  will  provide  you  with  a 

pectus  on  their  fund.  Most  of  the  funds 

;de  an  800#  for  faster  response,  or  simply 


Valuable  Advice  On  Money 
Funds  For  Every  Investor. 


HINGS 

YOU 
MOULD 
(NOW 
EFORE 

YOU 
■(VEST. 



Call  Kemper  for  our  FREE  booklet. 
1-800-537-6001  ext.  502. 

You'll  also  receive  a  Kemper  Money  Market  Fund  prospectus 
containing  more  complete  information  including  management  fees 
cnses.  Please  read  it  carefully  before  you  invest  or  send  money, 
mey  market  funds  are  neither  insured  nor  guaranteed  by  the  U.S. 

ent.  There's  no  assurance  that 
can  maintain  a  S  LOO  share  value.  :    ~ 


i  Kemper  Distributors,  Inc.  240211  We're  Building  Tomorrows  Today 


-.3 


JNGTON  CORPORATE  LEADERS  TRUST  FUND 


\ 


it 


ir  Ownership  in  American  Industry 

The  Fund  is  designed  for  the  conservative  investor  seeking 
long-term  growth  of  capital  and  income.  Portfolio  assets  are 
invested  in  an  equal  number  of  shares  of  an  established  list  of 
American  "blue-chip"  corporations. 


Average  Annual  Total  Returns  Ended  3/31/95 


1  Year 


5  Year 


10  Year 


23.07% 


11.70% 


14.78% 


■   Lexington  Funds  Distributor,  Inc., 
1  1-800-526-0057 


Distributor 


mail  in  the  reader  response  card  included  in  the 
section.  Before  sending  money,  read  each 
prospectus  carefully  and  make  sure  it  is  the  right 
investment  choice. 

Investment  return  and  principal  value  of  an 
investment  will  fluctuate  so  that  an  investors 
shares,  when  redeemed,  may  be  worth  more  or 
less  than  at  original  cost.  Fund  shares  are  neither 
insured  nor  guaranteed  by  the  U.S.  Government. 


Lexington  Crosby  Small  Cap  Asia  Growth  find 


Uncovering  the  Best  Investments  on  Earths 

A  no-load  Fund  which  seeks  long-term  capital  appreciation 

by  investing  in  small  cap  growth  companies  in  the  Asia  region 

with  a  market  capitalization  of  less  than  $1  billion. 


I. 

II  \IV,HI\ 


Why  Small  Caps  in  Asia? 

•  High  savings  rate 
•  Growing  middle  class 
Substantial  foreign  investment 
•  Intra-regional  trade  growing 


Lexington  Funds  Distributor,  Inc.,  Distributor 
1-800-526-0057 


839  For  more  information  on  advertising  in  our  next  Mutual  Funds  Portfolio,  call  Donna  Tarr  (212)  620-2339. 


NAVELLM 

SERIES  FUND 

Navellier  Securities  C  up.,  member  N'ASD 


I  Year 


Aggressive  Small  Cap  Equity 

Portfolio  Total  Returns 


&'3094-6'30.95 


47.5M3.2%* 


Since  Inception 


4/1/94-6:30/95 


40.5%-36.2%* 


+  47  ;  on  -"  i  not  include  the  fund's  maximum  3%  sales  load  which  may  be  incurrt  J  - 
and  36.2%  include  the  3%  deduction.  The  performance  data  quoted  represents  past  performance. 
The  investment  return  and  principal  value  will  flutuate  so  that  an  investor's  shares,  when  redeemed, 
may  he  worth  more  or  less  than  their  original  cost  Figures  do  not  reflect  any  fund  expenses  pud  by 
hut  not  yet  reimbursed  to  the  Advisor,  which  increased  performance.  Such  fee  waivers  may  be  ter- 
minated in  the  future.  For  full  details  read  the  Fund's  pn  .spectus.  It  contains  more  completi 
mation,  including  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  nione\ 


1^800-887-867 1 


Fund/minimum  initial  investment  ($)  Type 

Templeton  Funds  Distributors 

500  East  Broward  Boulevard 
Fort  Lauderdale,  FL  33394-3091 
(800)  237-0738 

Templeton  Capital  Accumulator"  GS 

Templeton  Developing  Mkts-l/100  FS 

Templeton  Foreign  Fund-l/100  FS 

Templeton  Global  Opportunities-l/100  GS 

Templeton  Growth  Fund-l/100  GS 

Templeton  Income  Fund-l/100  GB 

Templeton  Real  Estate  Securities-l/100  GS 

Templeton  Smaller  Cos  Growth-l/lOO  GS 

Templeton  World  Fund-l/lOO  GS 

Thornburg  Management 

119  East  Marcy  Street 
Santa  Fe,  NM  87501 
(800)  847-0200 

Thornburg  Intermediate  Mum-A/5,000  MU 

Thornburg  Ltd-Term  Muni-Calif-A/5,000  MU 

Thornburg  Ltd-Term  Muni-Natl-A/5,000  MU 

Thornburg  Ltd  Term  US  Govt/5,000  BD 

Thornburg  New  Mex  Inter  Muni-A/5,000  MU 

Tweedy,  Browne 

52  Vanderbilt  Avenue 
New  York,  NY  10017 
(800)  432-4789 


Tweedy,  Browne  American  Value/2,500 
Tweedy,  Browne  Global  Value/2,500 

Twentieth  Century  Investors 

PO  Box  419200 

Kansas  City,  MO  64141-6200 

(800)345-2021 


ST 
GS 


20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 
20th  Century 


Balanced  Investors' 
Capital-Value  Fund' 
Giftrust  Investors/250 
Growth  Investors1 
Heritage  Investors1 


BA 
ST 
ST 
ST 
ST 


Intl  Emerging  Growth/10,000  FS 


Intl  Equity1  FS 

Long-Term  Bond/2,500  BD 

Select  Investors1  ST 

Ultra  Investors1  ST 

US  Governments  S-T/2,500  BD 

Vista  Investors1  ST 


United  Services  Advisors 

PO  Box  781234 

San  Antonio,  TX  78278-1234 

(800)  873-8637 

United  Services-Gold  Shares/1,000 
United  Services-Govt  Savings/1,000 
United  Services-World  Gold/1,000 


FS 
MM 
GS 


Fund/minimum  initial  investment  ($) 

USAA  Investment  Management  Co 

9800  Fredericksburg  Road 
San  Antonio,  TX  78288 
(800)  382-8722 

USAA  lnvestment-Balanced/1,000 
USAA  lnvestment-Cornerstone/1,000 
USAA  lnvestment-GNMA/3,000 
USAA  Investment-Gold  Fund/1,000 
USAA  I nvestment-l nternational/1 ,000 
USAA  Investment-World  Growth/1,000 
USAA  Mutual-Aggressive  Growth/1,000 
USAA  Mutual-Growth  &  Income/1,000 
USAA  Mutual-Growth/1,000 
USAA  Mutual-lncome/1, 000 
USAA  Mutual-Income  Stock/1,000 
USAA  Mutual-Money  Market/1,000 
USAA  Tax-Exempt-Calif  Bond/3,000 
USAA  Tax-Exempt-Calif  MM/3,000 
USAA  Tax-Exempt-lntermediate/3, 000 
USAA  Tax-Exempt-Long-Term/3,000 
USAA  Tax-Exempt-Money  Market/3,000 
USAA  Tax-Exempt-Short-Term/3,000 
USAA  Tax-Exempt-Virginia/3,000 
USAA  Tax-Exempt-Virginia  MM* 

Value  Line  Securities 
220  East  42nd  Street 
New  York,  NY  10017 
(800)  223-0818 

Value  Line  Convertible  Fund/1,000 

Value  Line  Fund/1,000 

Value  Line  Income/1,000 

Value  Line  Leveraged  Growth  lnv/1,000 

Value  Line  Special  Situations/1,000 

Value  Line  Tax-Exempt-High  Yield/1,000 

Value  Line  US  Government  Secs/1,000 

Van  Eck  Securities 

99  Park  Avenue 
New  York,  NY  10016 
(800)  221-2220 

Van  Eck  Asia  Dynasty-A/1,000 
Van  Eck  Global  Income/1,000 
Van  Eck  Gold/Resources/1,000 
Van  Eck  Intl  Investors  Gold-A/1, 000 

Van  Kampen  American  Capital 

One  Parkview  Plaza 
Oakbrook  Terrace.  IL  60181 
(800)  421-5666 

American  Capital  Comstock- A/500 
American  Capital  Corp  Bond-A/500 
American  Capital  Emerging  Growth-A/500 
American  Capital  Enterprise-A/500 
American  Capital  Equity  lncome-A/500 
American  Capital  Global  Equity-A/500 


Type           Fund/minimum  initial  investment  ($)  Type 

American  Capital  Global  Govt-A/500  GB 

American  Capital  Govt  Secs-A/500  BD 

American  Capital  Growth  &  Income/500  ST 

American  Capital  Harbor-A/500  BA 

American  Capital  High  Yield  lnv-A/500  JU 

American  Capital  Muni  Bond-A/500  MU 

American  Capital  Pace-A/500  ST 

American  Capital  T-E-High  Yield-A/500  MU 

American  Capital  T-E-lnsured-A/500  MU 

American  Capital  US  Govt  lncome-A/500  BD 

Govett  Emerging  Markets-A/500  FS 

Govett  Smaller  Companies-A/500  ST 

Van  Kampen  Calif  Insured  T-F-A/1,000  MU 

Van  Kampen  Growth  &  lncome-A/1,000  ST 

Van  Kampen  High  Yield-A/1,000  JU 

Van  Kampen  Insured  Tax-Free-A/1,000  MU 

Van  Kampen  Municipal  lncome-A/1,000  MU 

Van  Kampen  Penn  Tax-Free  lnc-A/1,000  MU 

Van  Kampen  Short-Term  Global-A/1 ,000  GB 

Van  Kampen  Tax  Free  High  lnc-A/1,000  MU 

Van  Kampen  US  Government-A/1,000  BC 

Van  Kampen  Utility  Fund-A/1,000  ST 


BA 

GS 

BD 

FS 

FS 

GS 

ST 

ST 

ST 

BD 

ST 

MM 

MU 

MM 

MU 

MU 

MM 

MU 

MU 

MM 


BA 
ST 
ST 
ST 
ST 
MU 
BD 


FS 
GB 
GS 
FS 


ST 
BD 
ST 
ST 
BA 
GS 


Vanguard  Group  of  Investment  Cos 

PO  Box  2600 

Valley  Forge,  PA  19482 

(800)  662-7447 

Vanguard  Admiral-I-T  US  Treas/50,000 
Vanguard  Admiral-L-T  US  Treas/50,000 
Vanguard  Admiral-S-T  US  Treas/50,000 
Vanguard  Admiral-US  Treas  MM/50,000 
Vanguard  Asset  Allocation/3,000 
Vanguard  Balanced  Index/3,000 
Vanguard  Bond  Index-I-T  Bond/3,000 
Vanguard  Bond  Index-S-T  Bond/3,000 
Vanguard  Calif  T-F-lnsured  lnt/3,000 
Vanguard  Calif  T-F-lnsured  L-T/3,000 
Vanguard  California  T-F-MM/3,000 
Vanguard  Convertible  Securities/3,000 
Vanguard  Equity  Income/3,000 
Vanguard  Explorer  Fund/3,000 
Vanguard  Fixed  lnc-GNMA/3,000 
Vanguard  Fixed  Inc-High  Yield  Corp/3,000 
Vanguard  Fixed  Inc-I-T  Corp/3,000 
Vanguard  Fixed  Inc-I-T  US  Treas/3,000 
Vanguard  Fixed  I nc-L-T  Corp/3,000 
Vanguard  Fixed  I  nc-L-T  US  Treas/3,000 
Vanguard»Fixed  I nc-S-T  Corp/3,000 
Vanguard  Fixed  Inc-S-T  Federal/3,000 
Vanguard  Fixed  Inc-S-T  US  Treas/3,000 
Vanguard  Florida  Tax-Free/3,000 
Vanguard  Index-Extended  Mkt/3,000 
Vanguard  lndex-500  Portfolio/3,000 
Vanguard  lndex-Growth/3,000 
Vanguard  Index-Small  Cap  Stock/3,000 
Vanguard  Index-Total  Stock  Mkt/3,000 
Vanguard  lndex-Value/3,000 


li'i 


(••;.■ 


B/ 
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BE  If 
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BI 

BI 

BI 

BI 

BI 

*Will  accept  collect  calls.     tClosed  to  new  investors, 
investments  less  than  $2,500. 


t-No  minimum.     "Available  only  through  monthly  contractual  plan.     'Required  automatic  monthly  investment  plat 
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Forbes  ■  August  28,  19  Ktx  , 


1 


Fund/minimum  initial  investment  ($) 


Type 


Vanguard  Intl  Eq  Index-Emerg  Mkts/3,000   FS 

Vanguard  Intl  Eq  lndex-European/3,000  FS 

Vanguard  Intl  Eq  lndex-Pacific/3,000  FS 

Vanguard  International  Growth/3,000  FS 

Vanguard  MM  Reserves-Federal/3,000  MM 

Vanguard  MM  Reserves-Pnme/3,000  MM 

Vanguard  MM  Reserves-US  Treas/3,000  MM 

Vanguard/Morgan  Growth/3,000  ST 

Vanguard  Muni  Bond-High  Yield/3,000  MU 

Vanguard  Muni  Bond-Insured  L-T/3,000  MU 

Vanguard  Muni  Bond-lntermed/3,000  MU 

Vanguard  Muni  Bond-Ltd  Term/3,000  MU 

Vanguard  Muni  Bond-Long-Term/3,000  MU 

Vanguard  Muni  Bond-MM/3,000  MM 

Vanguard  Muni  Bond-S-T/3,000  MU 

Vanguard  NJ  Tax-Free-Insured  L-T/3,000  MU 

Vanguard  NJ  Tax-Free-MM/3,000  MM 

Vanguard  New  York  Tax-Free/3,000  MU 

Vanguard  Ohio  Tax  Free-Ins  L-T/3,000  MU 

Vanguard  Ohio  Tax-Free-MM/3,000  MM 

Vanguard  Penn  Tax-Free-Ins  L-T/3,000  MU 

Vangurad  Penn  Tax-Free-MM/3,000  MM 

Vanguard  Preferred  Stock/3,000  BD 

Vanguard/Primecapt  ST 

Vanguard  Quantitative  Portfolios/3,000  ST 

Vanguard  Special-Energy/3,000  ST 

Vanguard  Special-Gold  &  Prec/3,000  GS 

Vanguard  Special-Health  Care/3,000  ST 

Vanguard  Special-Utilities  lnc/3,000  ST 

Vanguard  STAR  Fund/500  BA 

Vanguard  Total  Bond  Market/3,000  BD 

8A  Vanguard/Trustees'  Equity-lntl/10,000  FS 

3*  Vanguard/Trustees'  Equity-US/10,000  ST 

3D  Vanguard  US  Growth/3,000  ST 

ECVanguard/Wellesley  Income/3,000  BA 

JU  Vanguard/Wellington  Fund/3,000  BA 

'JU Vanguard/Windsor  Fundt  ST 

JWanguard/Windsor  il/3,000  ST 

I 

j/ista  Mutual  Funds 

0  Box  419392 
jtonsas  City,  MO  64141 
800)  648-4782 


r. 

i 
... 

|§fista  Capital  Growth-A/2,500 

ista  Equity  Fund/2,500 
B&Vista  Growth  &  lncome-A/2,500 
3i/ista  New  York  Tax-Free  lncome-A/2,500 
31 /ista  US  Government  lncome-A/2,500 
3: 


Vi 


ST 
ST 
ST 
MU 
BD 


jjhrbes  "August  28,  1995 


Fund/minimum  initial  investment  ($)  Type 

Voyageur  Fund  Distributors 

90  South  Seventh  Street 

Minneapolis,  MN  55402-4115 

(612)  376-7000;  (800)  553-2143 

Voyageur  Arizona  Ins  Tax-Free-A/1,000  MU 

Voyageur  Colorado  Tax-Free-A/1,000  MU 

Voyageur  Florida  Ins  Tax-Free-A/1,000  MU 

Voyageur  Minnesota  lnsured-A/1,000  MU 

Voyageur  Minnesota  Tax-Free-A/1,000  MU 

Waddell  &  Reed 

6300  Lamar  Avenue 

Shawnee  Mission,  KS  66202 

(913)  236-2000;  (800)  366-5465 

United  Accumulative  Fund-A/500  ST 

United  Bond  Fund-A/500  BD 

United  Continental  Income/500  BA 

United  Government  Secs-A/500  BD 

United  High  lncome-A/500  JU 

United  High  Income  11/500  JU 

United  Income  Fund-A/500  ST 

United  International  Growth/500  FS 

United  Municipal  Bond/500  MU 

United  Municipal  High  Income/500  MU 

United  New  Concepts-A/500  ST 

United  Retirement  Shares/500  BA 

United  Science  &  Technology-A/500  ST 

United  Vanguard  Fund-A/500  ST 

Waddell  &  Reed  Growth/1,000  ST 

Waddell  &  Reed  Total  Return/1,000  ST 

Warburg  Pincus 

466  Lexington  Avenue 
New  York,  NY  10017-3147 
(800)  257-5614 

Warburg  Pincus  Capital  Apprec -Com/2, 500 
Warburg  Pincus  Emerg  Growth-Com/2,500 
Warburg  Pincus  Fixed  Income/2,500 
Warburg  Pincus  Global  Fixed  lnc/2,500 
Warburg  Pincus  Growth  &  lnc-Com/1,000 
Warburg  Pincus  Intl  Equity-Com/2,500 

Weiss,  Peck  &  Greer 

One  New  York  Plaza 
New  York,  NY  10004 
(800)  223-3332 

WPG  Government  Securities/2,500 
WPG  Growth  &  Income/2,500 
WPG  Growth  Fund/250,000 
WPG  Quantitative  Equity/5,000 
WPG  Tudor  Fund/2,500 


ST 

ST 
BD 
GB 
ST 
FS 


Type 


ST 
ST 

ST 


ST 


Fund/minimum  initial  investment  ($) 

Weitz  Securities 

1125  South  103  Street 

Omaha,  NE  68124-6008 

(402)  391-1980;  (800)  232-4161 

Weitz  Partners  Value/100,000 
Weitz  Series  Fund-Value/25,000 

Westchester  Capital  Management/2,000 

100  Summit  Lake  Drive 
Valhalla.  NY  10595 
(800)  343-8959 

MJ  Whitman/1,000 
767  Third  Avenue 
New  York,  NY  10017 
(800)  443-1021 

Wood  Logan 

1455  East  Putnam  Avenue 
Old  Greenwich,  CT  06870 
(800)  334-0575 

North  American  Asset  Allocation-A/1,000  BA 

North  American  Global  Growth-A/1,000  GS 

North  American  Growth  &  lnc-A/1, 000  ST 

North  American  Growth-A/1,000  ST 

North  American  US  Govt  Secs-A/1, 000  BD 

Wood,  Struthers  &  Winthrop  Management 

Two  West  Elm  Street 
Conshohocken,  PA  19428 
(800)  225-8011 

Winthrop  Focus  Funds-Aggressive/1,000      ST 
Winthrop  Focus  Funds-Growth/1,000  ST 

Winthrop  Focus  Funds-Growth  &  lnc/1,000  ST 

Woodward  Funds 

PO  Box  7058 

Troy,  Ml  48007-7058 

(800)  688-3350 


Woodward  Money  Market/500 
Woodward  Opportunity  Fund/1,000 
Woodward  Tax-Exempt  MM/500 
Woodward  Treasury  MM/500 

Wright  Intl  Blue  Chip  Eq/1, 000 

PO  Box  1559 

Boston,  MA  02104 

(617)  482-8260;  (800)  232-0013 


BD 

' 

ST 

Yorktown  Distributors/500 

ST 

PO  Box  2529 

ST 

Lynchburg,  VA  24501 

ST 

(804)  846-1361;  (800)  544-6060 

Zweig  Securities 

Five  Hanover  Square 

New  York,  NY  10004 

(800)  272-2700 

MM 

ST 

MM 

MM 

FS 


ST 


Zweig  Series-Appreciation-A/1,000 
Zweig  Series-Managed  Assets- A/ 1,000 
Zweig  Senes-Strategy-A/1 ,000 


ST 
BA 
ST 
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JS,i        V      _     _  _  What  separates  sleep  from  sleep- 

lessness,  comfort   from   crowding, 
Air  France  from  other  airlines?  In  a 
word,  space.  In  our  new  L'Espace  180  and  L'Espace  127  classes,        , 
the  space  to  indulge  yourself  is  in  great  supply.  L'Espace  180  boasts 
the  only  airline  seat  that  reclines  a  full  180  degrees.  (Flat,  as  in  bed.) 
Add  the  comfort  of  a  down  comforter  and  pillow,  a  built-in  video 
entertainment  system,  gourmet  cuisine  and  fine  wines,  and  your  seat 
suddenly  becomes  your  quarters.  For  business,  L'Espace  127  offers 
the  generous  amenities  of  our  premium  class  in  a  seat  perfecdy  angled 
for  complete  muscle  relaxation.  For  a  measurably  different  experience, 
call  your  travel  professional  or  Air  France  at  1-800-AF-PARIS. 
Understandably,  nothing  else  ornes  close. 


ilVK 


'JWS 


Lech 
Kaxi 

Old : 

H 
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Urr- 


Staged  introdii' 
L'Espace,  L'Espace  180  and  L'Espace  127  are 


l  of  L'Espace  service  begins  Sept     Offy    | 
^ce  marks  of  Air  France   ©  Air 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


It's  tough  to  find  a  money  manager 
less  optimistic  about  the  stock  market 
than  Charles  Allmon,  whose  closed- 
end  Charles  Allmon  Trust  fund  has 
owned  a  lot  of  gold  stocks  and 
seldom  held  less  than  50%  in  cash 
since  its  inception  nine  years  ago. 
This  fund  rates  an  "F"  ranking  from 
Forbes  in  bull  markets  yet  enjoys  a 
superior  "A"  rating  in  bear  market. 

Allmon  feels  that  the  stock 
market's  "fair"  value — based  on  book 
/alue  and  the  present  value  of  divi- 
dend streams — lies  somewhere 
oetween  50%  and  65%  of  its  current 
evel. 

Allmon  still  has  a  plurality  of  his 
oortfolio  in  gold  stocks.  The  few 
longold  issues  that  he  likes  are  com- 
panies with  relatively  high  yields  and 
steadily  rising  dividends.  Two  such 
oicks  are  Citizens  Utilities  and  Jeffer- 
.on- Pilot,  an  insurance  company. 


Special  focus 


Investors  have  been  favoring  technology 
stocks  and  letting  retail  stocks  languish. 
Since  the  start  of  the  year  retailers  are  up 
only  7%,  compared  with  more  than  40% 
for  technology  issues  and  22%  for  the 
S&P  500.  The  eight  specialty  stores 
below  are  all  down  at  least  12%  since 
December,  yet  security  analysts  expect 
higher  earnings  in  fiscal  1996. 


Summer  sale 


Company 

Recent 
price 

Est  '96 
EPS 

Bombay 

8V8 

$0.70 

Lechters 

13 

0.96 
0.79 

Maxim  Group 

n>/8 

Old  America  Stores 

n1/-. 

1.69 

Rhodes 

101/2 

1.47 

Ultimate  Electronics 

11 

1.37 

United  Retail  Group 

6V8 

0.75 

Urban  Outfitters 

2iy4 

1.75 

The  overall  market 


3400 
3000 

2600 
2200 
1800 

1400 
1000 


The  Barra  All-US  price  index  as  of  8/4/95 

Market  value:  $6,502.9  billion 

P/E:  19.2 

P/E  minus  negative  EPS:  16.4 

Price/book:  3.1 

Yield:  2.2% 


12-month  closeup 


'85     '86     '87 


'89      '90     '91     '92     '93     '94     '95 


ASONDJFMAMJJA 

'94  '95 


Closeup  on  the  market 


Index  or  investment 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 

S&P/Barra  Growth  index 

1.3% 
0.8 

_l 

20.9  % 
30.0 

-0.8% 
-1.5 

S&P/Barra  Value  index2 

1.4 

■■ 

21.1 
25.0 

-0.5 
-1.1 

Dow  Jones  industrials 

0.9 
1.0 

5 

S&P  500 

22.3 
18.8 
37.9 
19.0 
2.8 
0.1 

-1.1 
-0.7 
-1.9 
0.0 
-1.0 
-5.3 

NYSE 

1.1 

■ 

Nasdaq 

3.0 

■■■■ 

Amex 

1.9 

■ 
■ 

EAFE3 

CRB  futures  index45 

Gold   (Comex  spot) 

0.6 
-0.5 
-0.9 

1.6 

-8.1 

Yen5(per$US) 

Oil '-  (W  Texas  Intermediate) 

3.3 

4.0 

-8.8 
-8.1 

-39.6 
-56.9 

i 

The  best  and  worst  performing  stocks 


Best 

Price 

2-week 
change 

1995 
EPS8 

Worst 

Price 

2-week 
change 

1995 
EPS' 

Learning  Co 

55 
20 

58% 

$1.04* 

Insurance  Auto  Auctions 

14 

-47% 

$1.27 

Ben  &  Jerry's  Homemade 

45 
43 

0.68 
2.39 

Computer  Network  Tech 
USAir  Group 
Quantum  Health  Res 

83/4 

9 
14  Vb 

-25 

0.46 

Wallace  Computer  Svcs 

58  5/8 

-25 
-21 

-2.51 
1.27 
0.26 

Chipcom 

36  3/8 

40 

0.98 
NA 

Neoprobe 

8Vs 

40 

Tseng  Labs 

7 

-20 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Cosmetics 

5.2% 

22.8% 

Misc  mining  metals 

-11.0% 
-4.6 
-3.5 
-3.4 
-1.9 

-7.1% 
17.9 
5.4 
10.8 
-5.3 

Paper 

4.9 

36.7 

Pollution  control 

Broadcasting,  publishing 

4.8 

31.2 
29.0 

Forest  products 

Retail 

Iron  &  steel 

Pharmaceuticals 

4.1 

Railroads 

3.9 

34.6 

Source:  IBES  va  OneSource  Information  Services 


te:  Data  for  period  ending  8/4/95.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
rkets.  ADRs,  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  1 50  large-capital ization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
h*th. 2 Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  pnce-to-book  ratios,  high  yields  and  low  pnce-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted  index  of  more 
n  1,100  stocks  from  Europe.  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 'Index  of  21  commodity  futures. 5  Source:  Knight-Ridder  Financial  Publishing. 
Stimate.  Source:  IBES  Inc. '  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions 
wo  or  more  groups.  *1996  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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FIXED  INCOME  REVIEW 


Treasury  yield  curve 


One  year  ago 


3  months 
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Maturity  (years) 
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500 

Basis  points1 

k 

400 

i 

^ 

\-v 

300 

J 

r^ 

V 

\ 

200 

«   A^ 

*v 

I 

r 

s 

100 
-100 

ir^ 

\ 

k** 

J* 

\ 

ff 

'86           '87 

> 

'88 

'89 

'90 

'93 

'94 

'95 

'91 

'92 

Yield  versus  inflation 


12% 


'86  '87  '88  '89  '90  '91  '92  '93  '94  '95 


Spread  over  Treasurys  Total  returns 

Security6  Basis  points"  Security6  1  year' 

AAcorporates  38  AAA  corporates  11.9% 

AAA  industrials  25  GinnieMaes  10.9 

GinnieMaes  91  Junk  corporates4  13.7 

Junk  corporates'  426  Municipals5  10.7 

Municipals5  -69  Treasury  bonds  9.7 


Note:  Most  information  provided  by  Barra,  Inc.,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage 
increase  in  the  overall  Consumer  Price  Index.  "Source:  CS  First  Boston.  5Source:  Lehman  Brothers.  Composite  matunt 


near  par  value — and  have  yields  com  •,. 
parable  to  Treasurys. 

point.  2Yield  on  10-year  Treasurys.  3The  trailing  12-month 
ies.  'Data  through  7/31/95.  "Annualized. 
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BY  ER  C  S.  HARDY 


Bond  yields — especially  at  the  long 
end  of  the  maturity  spectrum — rose 
during  most  of  July  and  into  early 
August,  so  the  spectacular  1995 
bond  rally  may  be  coming  to  a  close. 
While  the  economy  grew  at  just  a 
0.5%  annual  rate  in  the  second  quar- 
ter, it  may  be  regaining  strength. 

Goldman,  Sachs  bond  analyst 
William  Dudley  isn't  optimistic 
that  the  U.S.  government's  vora- 
cious borrowing  needs  will  abate 
anytime  soon.  Dudley  suggests  that 
Treasury  investors  shorten  their 
maturities  to  five  years  or  less,  pro- 
vided that  the  yield  curve  (see  top 
graph)  doesn't  get  too  steep.  The 
spread  between  the  federal  funds J^ 
rate  (an  overnight  borrowing  rate 
for  banks)  and  30-year  Treasurys  is 
fairly  narrow  by  historical  stan- 
dards. So  investors  aren't  getting 
paid  much  in  additional  yield  for 
favoring  long  bonds. 

One  positive  sign  for  corporator, 
bond  investors:  Credit  quality  i»| 
getting  better.  Moody's  Investor* 
Service  reports  that  $134  billion 
in  corporate  bonds  were  upgrad- 
ed during  the  second  quarter,  leo 
by   companies    like    Caterpillar 
Georgia-Pacific    and    Cummin}^ 
Engine.  In  contrast,  only  $67  bil 
lion  in  bonds  were  downgraded. 

Investors  who  doubt  that  a  fla 
income  tax  will  soon  be  implement 
ed  should  consider  municipal  bonds  ^ 
Such  bonds  yield  almost  90%  a: 
much  as  a  Treasury,  which  make:La 
them  unusually  cheap.  Fear  that  ;  K( 
flat  tax  will  become  reality  is  oik  ^ 
reason  that  investors  are  avoiding  ;j 
municipal  bonds,  according  to  Sheil;  j)( 
Amoroso,  whose  Franklin  Higl  0 
Yield  Municipal  Fund  has  enjoyed  ;jy 
9%  return  so  far  this  year.  Lower 
quality  municipals  (those  rated  BBI 
or  lower  by  s&P  and  unrated  bonds 
also  look  cheap. 

Amoroso  is  not  afraid  to  bu; 
lower-quality  municipals.  She  likes  tb 
debt  sold  to  finance  the  infamou 
Denver  airport.  The  Denver  airpor 
6.75s  of  2022,  for  instance,  trad 
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STREETWALKER 


Sell  Mickey,  buy  Sumner 

Disxey  and  CapCities/ABC  (dis  and 
CCB)  may  be  die  talk  of  the  town,  but 
Viacom  Inc.  (VIA)  is  the  stock  to  own. 
"Michael  Eisner's  playing  catch-up  with 
Sumner  Redstone,"  says  Christopher 
Dixon  of  PaineWebber.  "This  deal 
dearly  makes  sense  in  the  long  tenn. 
But  I'd  rather  own  Viacom." 

Since  its  1994  merger  with  Para- 
mount, Viacom  is  ahead  of  Disney  in 
Jitegrating  the  production  and  dis- 
xibution  of  entertainment.  Further- 
more, Dixon  thinks  Viacom's  cash 

'r  low  could  grow  up  to  20%  a  year  over 
die  next  four  years,  compared  with 
he  15%  he  expects  from  Disney. 

Dixon  thinks  both  stocks  should 
xade  at  12.5  times  his  estimate  of 
1995  cash  flow — earnings  before 
nterest  and  taxes  plus  depreciation 

0,md  amortization — net  of  debt. 
That  makes  both  worth  around  60.  So 

*  /iacom's  cheap  at  a  recent  50,  while 

lsDisnev,  at  58,  is  much  less  so. 
>n; 

on 

d  Jnpaper  profits 

e(  The  rally  in  media  stocks  has  left 
lewspaper  companies  relatively  behind. 
1  )ne  reason:  rising  newsprint  costs. 

Investors  don't  seem  to  view  it 
his  way,  but  Tribune  Co.  (trb)  is 
B  nuch  more  than  newspapers.  The 
nt  burth-largest  owner  of  TV  stations  in 
^he  U.S.,  Tribune  generated  more 
1  han  30%  of  its  sales  and  profits  in 
<e|scal  1995  from  broadcasting  and 
-::  :s  Chicago  Cubs  baseball  team.  Earn- 
jnl  igs  at  its  eight  TV  stations  jumped 
M  ,3%  in  the  second  quarter, 
w    Don't  look  for  Tribune  to  spurt 
;:  o  a  premium  in  a  merger.  It's  more 
w  kely  to  be  a  buyer  than  a  seller  if 
li!  Congress  liberalizes  limits  on  how 
$  lany  stations  one  compan\'  can 
flis  wn,  says  James  Goss,  an  analyst  at 

Chicago's  Duff  &  Phelps. 
J    At  a  recent  66V2,  Tribune's  shares 
> di  t-ade  at  7.7  times  the  company's  en- 
101  ^rprise  value — figured  by  adding 
pa  le  company's  market  capitalization 
n<|  :>  its  debt,  subtracting  its  cash  out- 
MtJ  :anding,  then  dividing  by  its  cash 
ow.  Goss  thinks  Tribune  should 
*ade  closer  to  the  10'to  12  times 
nterprise  value  common  among 
roadcasting  stocks.  That  would 
lean  a  13%  rise  for  Tribune  shares. 
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Northern  exposure 

U.S.  investors  have  made  good 
money  in  Canadian  government 
bonds  this  year.  They're  up  12.8%, 
compared  with  10.7%  for  U.S.  Trea- 
sury's in  U.S.  dollar  terms. 

Canadian  bonds  have  rallied  in  part 
because  bodi  federal  and  provincial  gov- 
ernments have  cut  their  deficits,  from 
nearly  10%  of  gross  domestic  product  in 
1993  to  an  estimated  5.6%  of  GDP  this 
year.  Since  May  the  Bank  of  Canada  has 
cut  interest  rates  by  1 .25  percentage 
points.  Canadian  ten-year  paper  now 
yields  8.3%,  versus  6.4%  for  compara- 
ble U.S.  Treasury's. 

If  you  missed  the  move  in  Cana- 
dian bonds,  a  second  chance  may 
come  along  soon.  That's  the  view  of 
Salomon  Brothers  analyst  Anita 
Lauria.  This  fall  Quebec's  pro-sepa- 
ratist parties  are  expected  to  call  a  ref- 
erendum on  sovereignty  for  the 
province.  Uncertainty  over  Quebec's 
future  should  depress  bond  prices. 
Buy  on  weakness,  says  Lauria. 

0  Canada! 

10-year  government  bond  yield 
12% 


10 


'90  '92 

Source:  Salomon  Brothers 


'94       7/95 


Canada's  volatile  politics  haven't  hurt 
investors:  Its  bonds  have  yielded  more 
than  U.S.  Treasurys  since  1990. 


If  the  separatists  lose,  the  bonds 
should  move  back  up  again  around 
the  time  the  votes  are  counted. 
That's  if  the  past  is  prologue.  Lauria 
reviewed  bond  prices  during  four 
periods  of  uncertainty  in  Canada  this 
decade:  referendums  held  in  1990 
and  1992,  the  federal  election  in  1993 
and  the  1994  Quebec  provincial 
election.  Each  time,  spreads  between 
ten-year  Canadian  bonds  and  U.S. 
Treasurys  widened  to  anywhere  from 
160  to  270  basis  points.  Soon  after 


the  votes  were  counted,  bond  prices 
rose,  tightening  spreads  to  an  aver- 
age 125  basis  points  above  Treasurys. 

Drug  money 

Investing  in  biotechnology  stocks  is 
a  risky  business.  But  there's  litde  risk  in 
shares  of  Genentech,  Inc.  (gne),  the 
$881  million  (estimated  1995  revenues) 
drugmaker  that  has  seen  much  tur- 
moil at  the  top  this  summer. 

So  says  Paul  Leff,  a  senior  vice 
president  at  $600  million  (assets)  Per- 
ry Corp.,  a  New  York  investment 
firm.  Leff  thinks  Genentech  shares 
should  bounce  to  52  next  month 
from  their  recent  47V£.  That's  when 
Genentech  shareholders  are  expect- 
ed to  vote  on  extending  an  option 
held  by  drugmaker  Roche  Holdings 
to  buy  the  33%  of  Genentech  it 
doesn't  already  own. 

Roche  acquired  the  option  in  1990, 
allowing  the  company  to  buy  the  out- 
standing shares  at  60.  It  was  set  to 
expire  on  June  30,  but  in  May  Roche 
proposed  extending  the  option  until 
1999.  In  return,  Roche  agreed  to  pay  up 
I  to  $82.50  to  buy  the  remaining  Gen- 
|  entech  shares.  If  it  doesn't  exercise  its 
I  option  in  1999,  stockholders  can  put 
-'  their  Genentech  shares  to  Roche  for  60. 
Investors,  disappointed  in  the  delay, 
dumped  Genentech's  stock. 

Until  the  option  expires,  Genen- 
tech shares  should  trade  like  a  four- 
year  zero  coupon  bond.  At  its  re- 
cent price,  the  stock  trades  at  a  6.3% 
yield  to  maturity,  just  below  the 
yield  on  equivalent  Roche  bonds  and 
16  basis  points  above  Treasurys. 

But  Leff,  who  holds  $18  million 
of  Genentech  shares,  reckons  the 
stock  is  worth  up  to  $52  if  share- 
holders approve  the  deal.  First,  he 
thinks  investors  will  pay  something 
for  the  chance  to  receive  $82.50  for 
their  shares.  And  with  $1  billion  in 
cash  on  its  balance  sheet,  Genentech 
mav  start  paying  dividends  soon. 
Also,  when  investors  in  the  stock  sell 
their  shares,  their  profit  would  be 
taxed  as  capital  gain,  not  at  the  higher, 
ordinary  income  rate.  Genentech 
shares  could  trade  even  higher  if  it 
produces  a  blockbuster  drug  before 
the  option  expires. 

Will  shareholders  extend  Roche's 
option?  You  bet,  says  Leff.  "Without 
it,  Genentech  is  a  $35  stock."        wr 
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To  win  in  today's  marketplace,  you  cant  afford  to  make  a 
wrong  move.  You  need  to  think  ahead.  And  when  you  re  looking  to 
come  up  with  new  and  smarter  ways  of  providing  real  value  to  your 
customers,  we  can  give  you  that  competitive  edge. 

Like  helping  a  health  and  fitness  equipment  company  acquire 
the  needed  capital  to  service  seasonal  peak  activity  and  long-term  growth 
plans.  Or  helping  a  leading  international  airport  ivork  with  local  gov- 
ernment agencies  to  make  their  transportation  systems  state  of  the  art. 

At  GE  Capital,  we're  25  diversified  businesses.  And  each  one 
is  dedicated  to  developing  and  delivering  products  and  services  that 
make  sure  you  stay  ahead  of  the  game.  If  you're  boking  to  become  more 
competitive,  call  1-800-243-2222  today.  It's  a  smart  move. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours® 


AMERICOM    •    AUTO  FINANCIAL  SERVICES    •    AVIATION  SERVICES    •    COMMERCIAL  EQUIPMENT  FINANCING 

COMMERCIAL  FINANCE    •   COMMERCIAL  REAL  ESTATE  FINANCING    •   CONSOLIDATED  FINANCIAL  INSURANCE 

EMPLOYERS  REINSURANCE  CORPORATION    •    EQUITY  CAPITAL  GROUP    •    FINANCIAL  GUARANTY  INSURANCE  COMPANY 

FLEET  SERVICES    •   GECC  FINANCIAL  (HAWAII)   •    GENSTAR  CONTAINER   •    GLOBAL  CONSUMER  FINANCE 

GLOBAL  PROJECT  &  STRUCTURED  FINANCE    •    GNA    •    MODULAR  SPACE    •    MORTGAGE  INSURANCE 

MORTGAGE  SERVICES   •   PENSKE  TRUCK  LEASING   •   RAILCAR  SERVICES   •   RETAILER  FINANCIAL  SERVICES 

TECHNOLOGY  MANAGEMENT  SERVICES   •   TIP/TRANSPORT  INTERNATIONAL  POOL   •   VENDOR  FINANCIAL  SERVICES 
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A  unique 

mutual  fund  with 

first-class  research 
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second  look. 


What  distinguishes  The  S&P 
STARS  Portfolio  from  over 
5,000  others?  The  screening 
process  that  goes  into  every 
stock  selected.  In  this  unique 
arrangement,  a  universe  is  deter- 
mined using  Standard  &  Poors 
top-rated  5-STAR  companies.  Then 
Bear  Stearns  makes  the  portfolio  selections. 


^Pestmefti 


Managed  by  Bear  Stearns,  it  is 
the  only  mutual  fund  that 
relies  on  the  STARS  system  to 
determine  investment  opportu- 
nities. To  learn  more  about  The 
S&P  STARS  Por  folio,  includ- 
ing charges  and  expenses,  call  for  a 
free  prospectus.  Please  remember  to  read 
it  carefully  before  you  invest  or  send  money. 


BB\R  STEARNS 

800-766-4111 


"Standard  &  Poor's®,"  "S&P®,"  and  "STARS®,"  are  trademarks  of  Standard  &  Poor's  and  have  been  licensed  for  use  by  Bear,  Stearns  &  Co.  Inc. 
The  S&P  STARS  Portfolio  is  not  sponsored,  managed,  advised,  sold  or  promoted  by  S&P. 
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PORTFOLIO  STRATEGY 


Bear-proofing 
your  portfolio 


enneth  L.  Fisher  is  a 
/oodside,  Calif.-based 
raney  manager.  His 
urd  book  is  100 
finds  that  Made 
ne  Market. 


BY  KENNETH  L.  FISHER 


The  big  bear  market  I  see  ahead  will  be  hard- 
er on  mutual  fund  investors  than  past  bear  mar- 
kets. And  there  will  be  a  bear  market — there 
always  is — even  though  I  still  believe  the  current 
bull  market  has  a  while  to  run. 

Now  is  the  time  to  prepare,  and  here  is  why. 
Investors  have  always  tended  to  pick  funds  that 
show  up  as  recent  hot  performers.  But  more  so 
now.  Since  the  last  bear  market,  this  chase-the- 
hot-numbers  syndrome  has  been  fueled  by  an 
explosion  of  new  funds  and,  worse,  of  services 
that  make  it  so  easy  to  chase  performance. 
Momingstar,  which  I  regard  highly,  has  unfor- 
tunately made  it  easy  to  chase  heat  because  its 
figures  are  so  widely  and  quickly  available,  and  it 
crowns  "champions."  Very  dangerous. 

People  pick  funds  as  if  they  were  driving  a 
car  forward  while  looking  in  the  rearview  mir- 
ror. They  see  behind,  but  not  ahead.  So  they 
buy  funds  that  did  well  in  the  bull  market  that  is 
about  to  end.  That  car,  which  they  drive  by 
rearview  mirror  on  a  straight,  smooth  road,  is 
about  to  hit  an  unpaved,  twisty  road. 

Recently  a  friend  called  to  say  he  had 
bought  Heartland  Value,  with  its  sizzling  recent 
returns.  It  was  about  to  close  its  doors  to  new 
money,  and  he  had  gotten  in  in  time  and  was  so 
excited.  He  knew  Heartland  buys  small-cap 
value  stocks,  the  kind  I  have  often  suggested. 
Besides,  it  was  one  of  only  three  Momingstar 
small-cap  value  "style-box  champions,"  which 
to  him  was  a  sort  of  seal  of  approval. 

I  respect  Bill  Nasgovitz,  the  fund  manager 
there.  Bill  does  great  on  straight,  smooth  high- 
ways. But  he  hasn't  been  so  hot  on  bumpy, 
windv  roads — bear  markets.  Heartland  was 
down  17%  in  1990;  and  in  the  volatile  1986- 
89  period,  it  lagged  terribly.  Now,  because  folks 
are  chasing  hot  five-year  returns,  Heartland 
runs  more  than  $600  million.  But  in  the  last 
downturn,  it  had  only  about  $25  million — 
peanuts  in  mutual  fund  land.  With  the  increase, 
it  is  now  too  big  for  its  style. 

Heartland  buys  tiny,  thinly  traded  stocks, 
just  the  sort  that  get  hammered  hard  in  bear 
markets.  There  are  basically  four  things  a  man- 
ager can  do  to  get  really  defensive:  buy  bigger 
and  less  volatile  stocks,  raise  cash,  buy  puts  or 
all  of  the  above.  But  for  a  fund  like  Heartland, 
these  would  all  be  maiden  voyages.  Risky. 

Check  out  the  Forbes  ratings  in  this  issue. 
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Heartland  has  traditionally  gotten  an  "A"  rat- 
ing from  FORBES  for  up-market  performance 
and  a  "D"  for  down-market  returns.  Forbes' 
are  the  best  and  easiest  to  use  down-market 
ratings  you  can  find.  But  I  see  few  people  paying 
attention  to  down-market  ratings  now  because 
this  bull  market  has  been  running  so  long  there 
isn't  much  recent  real  down-market-ness  to 
measure.  The  real  jags  of  1974  and  1982  may 
seem  like  ancient  history.  But  they  will  return. 

In  recent  years  in  the  Forbes  annual  mutual 
funds  issue  I  have  said  you  should  never  buy  a 
fund  with  a  down-market  rating  lower  than 
"C."  But  now,  in  the  later  stages  of  a  bull 
market,  pull  in  your  horns  a  bit  and  tighten 
that  up  to  nothing  less  than  a  "B."  And  add  a 
few  more  protective  caveats. 

I  would  also  avoid  any  fund  that  now  has 
lots  of  money  but  had  less  than  about  $150 
million  when  1990's  downturn  hit.  If  a  fund  is 
headed  by  someone  who  hasn't  run  a  lot  of 
money  through  a  tough  bear  market,  I  would 
just  forget  about  it  right  now.  And  I  would 
avoid  any  fund  with  a  high  expense  ratio.  I 
would  skip  those  over  1%  (the  average  is  about 
1 .25%).  You  can  pay  for  a  high  expense  ratio 
with  hot  returns  in  a  bull  market,  but  it's  an 

The  bull  market  has  a  good 
way  to  run,  but  it's  time 
for  mutual  fund  investors  to 
position  themselves  for 
what  comes  after  it. 


added  burden  in  a  down  market. 

I  don't  mean  to  pick  on  Heartland  or  on 
Momingstar,  but  I  mention  the  former  because 
it  is  not  the  kind  of  fund  to  own  in  a  bear 
market,  unless  you  are  very  long-term  oriented 
and  have  rocklike  guts.  And  I  mention  Morn- 
ingstafs  figures  because  unless  you  know  what 
you  are  doing  they  can  mislead  you. 

A  few  no-load  funds  I  like  for  these  later 
stages  of  the  bull  market  include:  Dodge  &Cox 
Stock  Fund  (I  have  known  and  admired  John 
Gunn  for  23  years),  Jim  Craig's  Janus  Fund, 
Lexington  Corporate  Leaders  Trust,  any  of  Mi- 
chael Price's  Mutual  Series  funds,  Paul  Dietche's 
Managers  Capital  Appreciation  and  Albert 
Nicholas'  Nicholas  Fund.  Mi 
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Earlier  this  ykar  Martin  Zweig's  Zweig  Fore- 
castwas  underinvested  in  the  stock  market,  con- 
cerned— as  were  many  of  the  other  top-per- 
forming letters — about  the  market's  lofty  level. 
Zweig's  model  portfolio  was  just  35%  invested 
in  stocks.  But  Zweig  never  bets  his  portfolio  all- 
or-nothing  on  where  the  market  is  headed  and 
is  quick  to  shift  his  posture  whenever  the  market 
proves  him  wrong.  This  pragmatic  approach 
enabled  him — despite  his  bearishness — to  cash 
in  on  much  of  the  market's  incredible  rally  of 
the  last  nine  months.  As  the  market  rallied,  he 
began  to  increase  his  equitv  exposure,  and  he 
currently  is  77%  invested.  Such  flexibility  has 
made  the  Zweig  Forecast  the  top-ranked  in- 
vestment letter  over  the  last  15  years  on  a  risk- 
adjusted  basis. 

Zweig  summarizes  his  approach  with  the 
motto:  "Don't  fight  the  tape."  Sounds  simple 
and  sensible,  but  it's  difficult  in  practice,  be- 
cause pragmatism  can  as  easily  be  a  sin  as  a  virtue. 
If  it  isn't  coupled  with  discipline,  flexibility 
can  get  you  whipsawed  by  every  blip  in  the 
market.  Zweig  manages  the  extremely  diffi- 
cult job  of  combining  discipline  with  flexibility. 

Over  the  15  years  the  Hulbert  Financial 
Digest  has  tracked  the  industry,  Zweig's  model 
portfolio  has  gained  815%,  in  contrast  with 
681%  for  buying  and  holding  the  market.  He 
achieved  this  return  with  10%  less  volatility  (or 
risk)  than  the  market.  The  Zweig  Forecast  is  the 
only  letter  that  has  beaten  the  market  over  the 
last  15  years  that  did  so  with  below-market  risk. 

With  its  risk-shy  stances,  the  Zweig  Forecast 
probably  won't  beat  the  market  during  rallies. 
But  its  record  suggests  that  it  will  do  sufficient- 
ly better  than  the  market  during  declines  so  that  it 
will  beat  the  market  over  the  long  run.  Here's 
the  15 -year  evidence:  During  the  calendar 
months  when  the  market  rose,  Zweig's  model 
portfolio  gained  at  a  37.2%  annualized  clip,  in 
contrast  to  the  market's  54.1%.  But  during 
declining  months  Zweig's  model  portfolio  lost  at 
an  annualized  rate  of  just  1 1.7%,  compared 
with  a  31.1%  loss  rate  for  the  stock  market  itself. 

Thus,  Zweig's  approach  is  particularly 
timely  today  with  the  stock  market  in  vertigo 
territory  above  4700. 

There's  a  catch  in  most  everything,  and 
Zweig's  approach  is  no  exception.  You  will  need 
a  portfolio  worth  several  million  dollars  to 


[0 


follow  each  and  every  one  of  Zweig  Forecast's 
recommendations.  Why?  Because  Zweig  of- 
ten hedges  his  model  portfolio  with  stock  inde? 
futures.  Futures  contracts  are  so  expensive 
that  a  portfolio  has  to  be  huge  in  order  for  ever 
one  contract  to  represent  the  percentage  that 
Zweig  recommends.  If  you  want  to  follow  the 
Zweig  Forecast  with  a  smaller  portfolio,  you 
will  be  forced  to  use  other  investment  vehicles  - 
that  cany  higher  commissions. 

Smaller  investors  aren't  entirely  frozen  out, 
however.  Zweig  has  another  investment  letter, 
the  Zweig  Performance  Ratings  Report,  that 
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Marty  Zweig  beats  both  the 
market  and  other  investment 
letters  on  a  simple  but  tough- 
to-emulate  principle:  He 
refuses  to  fight  the  tape. 


recommends  only  individual  stocks.  Its  record! 
over  the  period  of  time  both  have  been  pub- 
lished is  actually  just  as  good  if  not  slightly  bcttei 
than  the  Zweig  Forecast's.  Furthermore,  unlike 
the  Forecast,  it  does  not  have  a  telephone  hotlini 
(which  is  updated  as  often  as  daily).  Since  the 
Zweig  Performance  Ratings  Report  is  publisher 
just  twice  a  month,  following  it  requires  rela- 
tively little  time  and  attention. 

Here  are  the  most  recent  recommended 
purchases  in  the  Zweig  Performance  Ratings  Ri 
port:  Deere  &  Co.  (recent  price  88,  manufac- 
turer of  agricultural  and  industrial  equipment 
Weyerhaeuser  (48,  the  world's  largest  private 
owner  of  softwood  timber);  Boise  Cascade  (4i 
in  the  paper  and  paper  products  industry);  arm 
three  that  trade  o-t-c:  JLG  Industries  (34,  manui 
facturer  of  hydraulic  machinery),  Sonic  Corp. 
( 32 ,  operator  and  franchisor  of  more  than  1 ,00: 
Quick-Service  drive-in  restaurants),  and  fsi 
International  (27,  producer  of  equipment  for 
processing  silicon  wafers). 

One  of  the  ways  this  Zweig  service  keeps 
risk  low  is  by  hedging  its  portfolio  with  a  few 
short  sales.  The  three  most  recently  recom- 
mended short  sales  are  Allegheny  Ludlum  (21, 
major  stainless  steel  manufacturer)  and  two 
that  trade  o-t-c:  Roadway  Services  (51,  a  mote 
freight  carrier)  and  Biogen  (48,  the  biotech- 
nology concern).  M 
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Winston  Churchill  said  after  a  memorable 
battle  (El  Alamein)  that  it  might  not  have  been 
the  beginning  of  the  end,  but  it  was  the  end  of 
the  beginning. 

I'm  not  sure  what  that  has  to  do  with  the 
stock  market  except  that  what  has  been  happen- 
ing lately  makes  me  cautious.  We  may  not  be 
at  the  beginning  of  the  end  of  the  bull  market, 
but  maybe  we  are  at  the  end  of  the  beginning. 
I  think  the  market  will  continue  higher,  but  I  am 
growing  wary. 

My  greatest  concern  is  that  there  has  been 
speculation  and  complacency  and  that  both  are 
increasing  rather  than  decreasing.  The  abrupt 
and  almost  astonishing  recover)'  from  the  July 
decline  may  give  a  lot  of  players  the  idea  the 
game  is  an  easy  one  and  all  they  have  to  do  is  buy 
on  dips.  Not  so  fast,  fellows. 

The  declines  that  trouble  me  are  the  ones 
we  don't  understand;  when  the  rationale  for 
selling  is  not  obvious.  When  the  market  drops 
on  some  obvious  piece  of  bad  news,  that's  okay. 

It's  getting  to  look  too  easy  to 
make  money  in  the  stock 
market.  Time  to  scale  back. 


The  market  will  recover  when  people  realize 
that  it's  not  the  end  of  the  world.  When  it  dips 
and  there  is  no  obvious  reason  for  it,  that's  the 
time  to  worry.  The  naive  investor,  noting  how 
the  market  recovered  from  the  last  dip,  figures 
it's  time  to  buy.  The  more  thoughtful  investor 
will  wait  until  he  can  figure  out  what  caused 
the  decline. 

At  this  point,  therefore,  my  greater  concern 
is  keeping  the  gains  we  have  enjoyed  this  year. 
Texas  Instruments  ( 145 ),  which  I  have  men- 
tioned for  a  longer  period  of  time  and  more 
exuberantly  than  any  other  stock,  is  apparently 
no  longer  constricted  by  the  law  of  gravity.  I  still 
like  the  stock,  but  today  I  am  more  of  a  trader 
than  an  investor.  Ti's  1995  high  is  159. 1  would 
sell  the  stock  there  and  buy  it  back  on  dips. 
Yes,  academicians  tell  us  that  trading  is  not  a 
good  long-term  strategy,  yet  I  have  known  a 
lot  of  wealthy  traders  but  considerably  fewer 
rich  academicians.  You  will  never  go  broke  or 
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have  loss  carryforwards  if  you  sell  a  stock  when  it 
hits  its  52-week  high. 

The  current  bullishness  concerns  me.  I  am 
not  unnerved  by  the  fact  that  60%  of  newsletters 
are  positive — that's  an  overrated  indicator. 
What  troubles  me  is  that  the  most  strident  bulls 
are  people  who  missed  the  rally  and  are  trying 
to  compensate  by  shouting  louder  and  longer 
than  anyone  else.  This  is  standard  stuff.  The 
guy  who  slacks  off  at  the  beginning  of  the  race 
has  to  run  harder  to  catch  up. 

Since  stocks  are  not  especially  overvalued,  I 
doubt  that  a  crash  or  sharp  decline  is  in  the 
offing.  Nevertheless,  I  would  do  a  little  gar- 
dening, some  pruning  and  hedging.  Sell  the 
stocks  that  you  own  but  aren't  sure  why.  May- 
be you  bought  them  because  of  a  potential  deal 
in  the  works,  or  your  broker  thought  they 
were  a  good  idea.  If  you  are  not  convinced  you 
need  to  own  the  stocks,  don't. 

And  cut  back  on  some  of  your  winners. 
Especially  those  in  iras  and  other  plans.  The 
father  of  one  of  my  employees  once  bought 
Compaq  on  our  recommendation.  He  paid  25 
before  two  stock  splits.  To  him,  I  say,  sell  one- 
third  of  your  position.  If  I'm  wrong,  he  still  has 
hundreds  of  shares  that  can  appreciate.  If  the 
stock  goes  down,  he  will  have  gotten  most  of  his 
original  capital  back. 

I  have  owned  CBS  for  a  long  time  and  recent- 
ly bought  some  puts.  If  the  Westinghouse  deal 
unravels  and  the  stock  drops,  my  puts  will 
cushion  the  blow.  But  if  the  deal  is  consummat- 
ed, I  will  look  upon  my  puts  as  an  unused 
insurance  policy. 

Stocks  I  have  long  favored,  like  Texas  In- 
struments, Compaq  (SO)  and  Wells  Far/jo  (182), 
are  probably  best  traded  here,  not  bought 
afresh.  If  you  must  put  new  money  into  stocks, 
look  to  the  Bell  regionals.  Last  month  I  men- 
tioned SBC  Communications  (49),  BellSouth 
(66),  Bell  Atlantic  (59)  and  Nynex  (44);  they 
are  up  5%  or  so  since  and  trading  at  alltime  highs, 
but  that  does  not  phase  me.  Think  of  them  as 
secondary  technology  stocks  with  a  high  yield. 
They  may  not  make  you  rich,  but  they  are 
unlikely  to  make  you  poor. 

New  ideas  for  the  weeks  ahead  (mostly  be- 
cause the  area  is  not  in  favor  now)  would  be 
consumer  stocks  such  as  retailers,  foods  and 
beverages.  Translating  that  into  specific  ideas: 
Buy  Gap  Inc.  (32),  H.J.  Heinz  (43),  Kellogg 
(70)  and  PepsiCo  (46).  H 
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Early  one  recent  morning  in  Tokyo,  while 
U.S.  investors  slept,  thousands  of  depositors 
staged  a  replay  of  the  1930s  by  lining  up 
outside  the  branches  of  the  Cosmo  Credit 
Corp.,  Tokyo's  largest  credit  union,  to  with- 
draw their  funds.  There  was  no  Jimmy  Stew  art 
to  stop  them.  The  bank  admitted  that  nearly 
75%  of  its  S5.5  billion  in  assets  was  in  arrears  or 
irrecoverable.  Bv  evening,  S710  million,  14% 
of  deposits,  had  been  carried  awav  as  cash. 

As  bad  as  it  sounds,  this  is  good  news  for 
investors.  .After  more  than  five  years  of  fiddling 
while  Japan  melted  down,  the  Bank  of  Japan 
finally  has  decided  to  do  something  about  defla- 
tion. The  funds  to  deal  with  bad  assets  will 
make  the  Japanese  economy  grow  ,  the  yen 
weaken,  the  Tokyo  stock  market  rise,  and  re- 
duce Japan's  trade  surplus  with  the  U.S. 

About  time.  A  shift  to  tight  money  in  1990 
popped  the  Japanese  asset  price  bubble  and  kept 
the  Japanese  economy  locked  in  a  downward 
spiral  of  shrinking  property  values,  tailing  stock 
prices,  bad  bank  loans,  tight  credit  and  reces- 
sion. Five  years  of  it.  In  the  process  more  than  S8 
trillion  in  asset  values  was  lost— four  times  as 
much  as  was  w  iped  out  in  the  U.S.* deflation  of 
1989-92.  Japan's  was  easily  the  largest  con- 
traction the  world  has  seen  since  the  1930s. 

Falling  Japanese  land  values  created  an  in- 
teresting financial  irony.  With  the  low  est  nomi- 
nal interest  rates  in  the  world,  Japan  had  the 
highest  real  rates.  This  led  to  massive  capital 
inflows.  The  shrinking  economy  reduced  con- 
sumers' spending  on  imports  and  caused  pro- 
ducers to  turn  their  marketing  efforts  abroad. 

The  change  in  Japanese 
monetary  policy  signals  the 
bottom  for  the  Japanese 
stock  market. 


The  yen  surged  against  the  dollar  as  a  result. 

All  the  while,  the  Bank  of  Japan  remained 
tight,  convinced  that  the  low  nominal  interest 
rates  were  enough  to  stimulate  growth. 

They  weren't,  because,  in  tact,  real  rates 
were  very  high.  During  the  past  year  alone, 
Japanese  industry  lost  300,000  manufactur- 
ing jobs.  After  five  years  of  deflation,  manufac- 
turing output  is  lower  than  in  1990. 


kl 

The  recession  has  gotten  worse.  June  un- 
employment, at  3.2%,  was  at  a  record  high,  witf 
only  61  job  offers  per  100  applicants.  Auto 
production  in  June  was  5.8%  lower  than  a  vear 
ago.  Sales  for  large  retailers  were  down  1.5% 
over  year-earlier  levels.  A  survey  by  Seiyo,  a  largtl 
supermarket  chain,  showed  prices  down  bv  6%  i 
from  the  previous  year. 

These  pressures  came  to  a  head  last  month 
when  the  Finance  Ministry  raised  its  estimate  o| 
bad  loans  at  Japanese  banks  from  40  trillion 
yen  to  50  trillion  yen  ( S574  billion ).  Threatened 
with  possible  dow  ngrades  by  credit  rating 
agencies,  which  could  deprive  Japanese  banks  o| 
access  to  the  commercial  paper  market,  the 
Bank  of  Japan  has  started  printing  monev. 

Since  July  8,  the  Bank  of  Japan  has  been 
trying  to  inflate  the  money  supply  and  weaken  tru 
yen.  It  has  lowered  call  monev  rates  to  encour- 
age banks  to  borrow.  It  has  injected  about  SI 
billion  1 88  billion  yen )  per  day  in  bank  reserves 
into  the  banking  system  through  unsterilized  in- 
tervention in  the  foreign  exchange  markets — 
letting  the  markets  know  the  bank  would  like  to 
see  the  yen  at  90  again.  During  July  the  boj 
purchased  400  billion  yen  in  government  bonds 

These  measures  should  be  enough  to  reverse 
the  meltdown  of  Japan's  banking  system,  but  the 
will  not  by  themselves  restore  prosperity.  To 
complete  the  healing  of  the  Japanese  economy  th 
Finance  Ministry  must  take  steps  to  make  a 
market  at  current  prices  for  the  assets  now  being 
held  by  the  Japanese  banks,  much  of  which 
collateral  must  eventuallv  be  liquidated.  If  such 
sales  of  foreclosed  assets  are  not  accompanied  b\  | 
icu\  e  steps  to  create  the  demand  to  buy  these 
properties  at  current  prices,  land  values  would 
collapse  once  again — as  happened  here  when  th<  \/~ 
Fed  refused  to  print  enough  money  to  sterilize 
the  rtc  auctions  in  the  U.S.  a  few  years  ago.  That  L.. 
why  U.S.  property  values  fell  bv  8%  per  vear,  or  S- 
over  S1.3  trillion,' between  1989  and  1992. 

The  Japanese  auBhorities  should  learn  from  |! 
our  experience  with  the  rtc:  and  create  a  tempcm 
ran-  facility  to  help  the  property  market  clear    L^ 
without  further  erosion  of  prices.  This  would  j — 
require  the  BOJ  to  temporarily  raise  its  money  j*; 
growth  target.  But,  done  properly,  it  will  not  1 
lead  to  rising  inflation  in  Japan. 

For  investors,  I  believe  that  last  month's 
change  in  Japanese  monetary  policy  signals  th' 
secular  peak  of  the  yen  against  the  dollar,  and 
the  bottom  for  the  Japanese  stock  market.  It  als  ^ 
signals  a  return  to  economic  growth  in  Japan,  (^ 
which  will  help  to  balance  trade.  H 
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The  1970s  were  a  rime  for  hard  assets:  Stocks 
and  bonds  did  poorly  tor  most  of  the  decade, 
while  real  estate,  collectibles,  wealth  in  the 
ground  did  well.  All  this  went  into  reverse  in  the 
mid-1980s,  which,  like  the  1990s  so  tar,  fa- 
vored financial  assets  like  stocks  and  bonds. 

A  little  over  a  year  ago  it  was  again  becom- 
ing fashionable  to  favor  tangible  assets,  namely 
real  estate  and  commodities.  This  hard-assets 
approach  was  espoused  by  the  well-respected 
financial  letter  writer  James  Grant,  and 
Forbes  ran  a  cover  story  in  June  otT994  entitled 
"The  case  for  hard  assets."  This  was  the  time 
the  legendary  investor  George  Soros  was  diver- 
sifying into  real  estate. 

I  didn't  buy  the  thesis.  My  column  in  that 
same  June  issue  of  Forbes  was  entitled  "Why  I 
still  like  financial  assets."  Since  then,  returns 
for  both  stocks  and  bonds  have  surged  ahead, 
while  tangible -asset  returns  have  languished 
(see  table).  And  now  George  Soros  is  seeking  to 
sell  his  real  estate  investments  after  holding 
them  for  only  a  year. 

The  climate  continues  to  favor  financial  as- 


lard  assets  revisited 


Asset 


Average  annual  return 

1  year  5  years  10  years  20  years 


Stocks  20.n 

Foreign  exchange1  19.8 

Bonds  15.8 

J  3-mo  Treasury  bills  : : 

Oil  3.5 

Stamps  0.8 


6.4 

11.4 

4.8 

i  fi 


9.1 
11.7 

6.2 
-3.8 


13.8% 

4.4 
10.5 

8.1 

77 


Gold 

Diamonds 
Sotheby's  stock2 
Silver 
Housing 


es  money  market  returns  with  changes  in  exchange  rates,    ^oxy  for  art  investment.    NA:  Not 
P^Kbie. 

es:  Salomon  Brotheis  Inc.:  diamonds.  The  Diamond  Registry:  basket  of  U.S.  stamps.  Scott 
Put  shingCc         test  Texas  Intermediate  first  nearly  crude  contract:  housing.  National  Association  of 
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1.1 

0.2 
-6.2 


2.0 
5.9 
NA 


4.4 
7.7 
NA 
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Consumer  Price  Index 
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year  ago  I  preferred  financial  assets  over  hard  assets. 
Dthing  has  happened  to  change  my  mind. 
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sets.  'While  many  factors  contribute  to  my  con- 
clusion on  this,  the  most  important  one  is  the 
outlook  for  inflation.  Inflation  remains  benign 
and,  more  important,  expectations  for  future 
inflation  are  more  subdued  than  a  vear  ago, 
mostly  because  the  Fed  seems  to  have  been 
successful  in  engineering  a  soft  landing.  Re- 
duced economic  growth  both  here  and 
abroad  has  had  a  profound  and  dampening  im- 
pact on  both  industrial  commodity  and  ener- 
gy prices.  Meanwhile,  precious  metal  prices  lan- 
guish in  depressed  trading  ranges. 

With  stocks  near  alltime 
highs,  some  folks  think 
it's  time  to  shift  to  hard 
assets.  I  don't  agree. 


Also  contributing  to  this  favorable  inflation 
environment  is  the  fact  that  many  governments 
around  the  world  are  trying  to  reduce  their  role 
in  their  domestic  economies  and  therebv  enlarge 
the  private  sector.  This  has  led  to  massive  trans- 
fers of  ownership  to  private  investors  from  the 
government.  The  handmaiden  of  privatization  is 
deregulation,  and  the  two  bring  increased  compe- 
tition and  lower  prices.  These  conditions  are 
quite  apparent  today  in  such  areas  as  telecommuni- 
cations, financial  services  and  transportation.  All 
this  makes  inflation  less  likely. 

The  key  difference  between  today  and  last 
year  is  that  this  favorable  set  of  conditions  is 
recognized  bv  more  folks  and  at  least  partiallv 
reflected  in  prices  for  both  stocks  and  bonds. 
Does  this  cause  me  to  change  my  mind?  The 
answer  is  no.  I  still  strongly  favor  financial  as- 
sets— stocks  somewhat  more  than  bonds. 

A  word  of  caution:  Don't  expect  the  mar- 
kets to  continue  to  gain  at  1995~s  torrid  pace. 
From  here  on  returns  will  be  more  subdued 
and  accompanied  by  somewhat  greater  volatili- 
ty. Looking  out  over  the  next  12  months  I 
estimate  that  the  s;*r  500  can  most  probably 
make  it  through  600  from  today's  level  of  560. 
At  that  higher  figure  the  market  would  be  selling 
at  roughly  16  times  my  best  guess  of  1996 
earnings  of  S38.  This  would  provide  an  investor 
with  a  total  return  of  9%  to  10% — darned  good 
on  top  of  the  returns  already  achieved  and  with 
inflation  running  at  less  than  3%.  Bi 
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your  budgeting  process.  Otherwise,  our  current  leaders 
will  always  find  excuses  for  why  it  can't  be  done.  We  saw 
that  happen  in  the  Senate. 

Congress  also  needs  to  be  reminded  that  balancing  the 
budget  is  not  an  end  unto  itself;  it  is  a  means  to  an  end  of 
enabling  this  country  to  grow  again.  When  you  look 
around  at  the  opportunities  opened  by  the  end  of  the  Cold 
War  and  at  the  opportunities  in  technology,  you  see  we're 
on  the  verge  of  an  extraordinary  expansion.  But  we  have  to 
fix  the  tax  code,  which  means  scrapping  it  and  instituting  a 
flat  tax.  We've  got  to  get  sound  money,  through  a  sensible 
monetary  system,  so  that  we  can  achieve  low  interest  rates. 
If  you  had  low  interest  rates  combined  with  Dick  Armey's 
flat  tax  plan,  this  economy  would  take  off  like  a  rocket. 

RL:  So  what's  the  impediment?  I  question  whether 
some  Republicans  actually  believe  the  truths  of  the 
1980s.  Why  is  there  such  fundamental,  philosophical 
opposition  to  the  policies  that  would  lead  to  growth? 

SF:  It's  a  matter  of  losing  control — 

RL:  — and  power. 

SF:  Yes.  If  you  were  to  put  in  a  flat  tax,  you'd  lose  a 
major  source  of  political  contributions.  You'd  remove  a 
form  of  political  pollution,  but  you'd  also  remove  a  source 
of  gravy  for  some  of  these  politicians.  And  I  think  they 
have  this  Depression-era  holdover  of  not  believing  that,  by 
freeing  the  economy,  the  economy  will  do  extremely  well. 
They  think  they  must  guide  and  direct  the  economy  or  it 
won't  work.  They  misread  the  causes  and  the  lessons  of 
the  Depression  and  believe  that  if  you  don't  have  "wise" 
people  guiding  the  economy,  it  will  fall  flat  on  its  face. 

A  Boon  for  All 

RL:  I'm  sure  you've  heard  people  say:  "Hey,  Forbes 
just  wants  more  for  himself.  He's  a  typical  rich  guy;*all 
he's  trying  to  do  is  create  policies  so  he  can  do  better." 
How  do  you  deal  with  that  kind  of  criticism  leveled  at  a 
particular  class  of  people  in  this  country? 

SF:  I  think  you  have  to  ask  instead  what  kind  of  econ- 
omy makes  it  possible  for  people  of  humble  circumstances 
to  get  the  necessary  tools  and  capital  to  better  themselves. 
The  essence  of  the  American  dream  is  to  be  able  to  dis- 
cover and  develop  your  God-given  talents  and  to  help 
your  children  do  the  same.  How  do  you  get  these  tools 
to  people?  How  do  you  get  capital  from  people  who  may 
not  need  it  to  those  who  have  the  ideas,  drive  and  ambi- 
tion to  put  it  to  good  use?  Removing  obstacles  to  doing 
that  doesn't  enrich  rich  people;  they're  already  doing  very 
well,  and  their  bank  accounts  are  very  nice. 

RL:  We've  just  received  some  bad  news  about  the  GDP 
for  the  first  quarter  of  this  year,  and  it  appears  that  in  the 
short  term  things  are  slowing  down.  Yet,  you're  an  opti- 
mist. How  would  you  square  the  recent  economic  news 
with  your  theories  that  we're  on  the  verge  of  a  boom? 

SF:  That  the  economy  has  been  sluggish  and  that  we've 
had  the  slowest  recovery  of  the  postwar  period  is  the  result 
of  taxes'  being  raised  in  1993  and  the  Federal  Reserve's 
mistakenly  raising  interest  rates.  If  we  were  to  remove  the 
obstacles  to  growth,  which  would  mean  revamping  the  tax 
code  and  putting  a  monetary  system  in  place  that  would 
result  in  the  kind  of  interest  rates  our  parents  and  grand- 
parents enjoyed,  this  economy  would  expand  enormously. 
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RL:  It  has  been  said  by  some  in  the  press  that  yo 
have  a  desire  to  seek  the  presidency  if  the  things  yo 
believe    in    are    not    adequately    represented    in    th| 
Republican  field.  Are  these  reports  true? 

A  View  to  the  Future 

SF:  They  are.  The  current  candidates,  unfortunately,  di 
not  seem  to  have  the  vision  of  what  this  country  can  dc 
and  they  certainly  have  not  been  adequately  addressin 
how  to  remove  the  obstacles  to  realizing  this  potential. 

RL:  Is  there  somebody  who's  not  in  but  could  get  ir 
other  than  you,  who  would  inspire  you? 

SF:  I  think  Newt  Gingrich  understands  the  importanc 
of  ideas  and  of  occupying  the  high  ground  morally.  An 
what  he  doesn't  know  about  economics  and  foreign  pol 
icy  he  could  learn  very  rapidly  So,  if  he  were  to  enter  th 
race,  the  dynamic  would  change  in  a  very  positive  way. 

RL:  It  would  be  foolish  to  assume  that  he  isn't  a  b: 
intrigued  by  the  possibility.  Let's  say  the  Republica 
Revolution  is  embodied  in  Mr.  Gingrich  and  represent  , 
ed  by  the  type  of  Republican  who  swept  to  victory  in  th 
House    in    1994.    When    you    look    at    the    curren 
Republican  candidates,  you  don't  find  represented  th 
kind  of  Republican  who  won  in  November.  Regardles 
of  what   one   thinks   of  Senator   Dole,   he's   not   th 
revolutionary  that  the  House  Republicans  are.  Gingric  L 
is  the  agenda  leader  and  the  energy  driving  that  agenda 
although  Bob  Dole  is  the  leader  in  the  polls.  Let's  sa  '" 
Dole    gets    the    nomination.    What    happens    to    thtndti 
Republican  Revolution  led  by  Gingrich  if  the  titular  heat  akins 
of  the  Party  is  a  nonrevolutionary? 

SF:  It's  very  important  that  the  Republicans  have 
candidate  who  understands  the  true  dynamics  of  eco 
nomic  growth  and  opportunity.  Values  and  economic 
are  two  sides  of  the  same  coin;  you  cannot  separate  th 
two.  You  can't  have  economic  growth  without  value, 
such  as  thrift,  trust  and  a  willingness  to  take  risks,  t 
impart  education,  to  give  a  sense  of  right  and  wrong.  W 
do  have  an  enormous  opportunity  here.  But  if  our  car 
didate  doesn't  realize  this,  he  will  not  win  the  election-Jlleitt 
or,  if  he  somehow  were  to  win,  he  would  not  have  th 
intellectual    energy   or   understanding   to    uncork   thilegi 
potential  of  this  country. 

RL:  This  is  not  a  pretty  picture  you  paint. 

SF:  Well,  if  Gingrich  is  in  the  House,  Gingrich  doe 
not  make  the  State  of  the  Union  address.  You  need 
dynamic  executive,  along  with  a  dynamic  legislature,  tt  | 
make  great  things  happen.  Once  the  race  gets  under  wa; 
the  polls  will  change  dramatically. 

RL:  Back  to  the  flat  tax  for  a  second.  You've  explaine  ■ 
your  economic  reasons  for  liking  it,  but  you've  also  saj 
it  has  moral  components  as  well. 

SF:  The  flat  tax  would  remove  a  major  source  of  corruf 
tion  from  our  political  system.  The  reason  we  have  so  man 
lawyers,  lobbyists  and  accountants  in  Washington  is  so  th; 
they  can  manipulate,  curry  favors  or  gouge  the  competitio 
through  a  monstrous  code  that  no  human  being  can  po; 
sibly  understand.  This  goes  against  the  spirit  of  democn 
cy;  a  tax  system  should  be  simple  and  understandable. 

There  are  several  reasons  for  the  deterioration  in  th 
quality  of  life  in  this  country.  One  is  the  heavy  burden 
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taxation  and  the  fact  that  the  tax  code  is  neither  trusted 
nor  respected  by  the  American  people.  Another  reason  is 
the  political  manipulation  of  the  value  of  money — an 
issue  nobody  is  talking  about.  If  there  is  no  integrity  in 
the  tax  code  or  in  the  way  government  treats  money,  it's 
no  surprise  that  other  aspects  of  life  are  deteriorating. 

The  place  to  start  is  with  a  tax  code  people  feel  good 
about.  No  one  likes  to  pay  taxes,  but  people  want  to  be- 
lieve that  the  system  is  fair  and  not  open  to  behind-the- 
door  manipulation.  Aid  they  need  to  be  able  to  under- 
stand it.  People  would  like  stable  money,  money  that  is 
not  a  plaything  of  politicians,  central  bankers  or  Treasury 
secretaries.  Imagine  if  a  family  of  four  had  the  first 
$36,000  of  income  exempt  from  tax,  with  a  17%  tax  on 
anything  earned  above  that.  Combine  this  with  being 
able  to  get  a  30-year,  fixed-rate  mortgage  at  4.5% — which 
was  possible  through  the  early  1960s,  before  we  started 
to  manipulate  money.  Imagine  how  much  easier  these 
two  changes  would  make  it  for  families  to  raise  children. 

RL:  No  doubt  about  it.  My  next  question  is  designed  to 
help  counter  the  argument  that  a  17%  flat  tax  is  only  a  tax 
break  for  the  rich.  Because  of  the  endeavors  you've  under- 
taken, you  know  most  of  America's  most  successful  and, 
in  some  cases,  wealthiest  people.  Do  most  of  these  peo- 
ple— the  so-called  evil  rich  who,  it  is  said,  only  care  about 
themselves — agree  with  you?  Do  they  want  economic 
growth,  opportunity  for  everybody  and  a  flat  tax  because 
it's  going  to  somehow  mean  so  much  more  to  them  or 
because  it's  going  to  mean  so  much  more  to  America? 

What  Goes  Around  Comes  Around 

SF:  There  is  always  a  handful  of  people  who  think 
prosperity  has  stopped  with  them.  But  in  this  country 
dynamism  and  change  are  absolute  characteristics — and 
have  been  for  over  200  years.  Because  you  have  prosper- 
ity one  year  doesn't  mean  you're  going  to  have  it  the 
next.  People's  preferences  change,  products  change, 
techniques  change.  People  can  think  a  steelmaking 
process  is  great;  then  along  comes  the  microchip,  and 
the  relative  importance  of  steel  may  change,  or  the  pro- 
cess may  change,  and  the  value  of  the  asset  changes. 

Most  Americans  have  to  work  for  a  living  and,  except  for 
a  few  families  we  all  know  about,  have  to  renew  their  pros- 
perity with  each  generation.  Wealth  in  this  country  is  not  in 
perpetuity;  if  you  don't  have  the  dynamic  intellectual  capi- 
tal, you're  going  to  stagnate  and  fall  behind.  If  you  think 
you've  arrived,  you're  ready  to  be  shown  the  door.  That's 
what  happened  to  General  Motors;  that's  originally  what 
happened  to  IBM.  It  can  happen  to  any  institution — or 
family.  When  FORBES  magazine  was  founded  in  1917,  we 
listed  the  100  largest  companies;  hardly  any  of  those  are 
around  today  because  they  didn't  change  with  the  times. 

So  if  you're  born  into  humble  circumstances,  you 
want  to  live  in  an  open  economy  where  you  can  rise.  Bill 
Gates  came  from  a  middle-class  family;  he  certainly 
wasn't  a  multimillionaire  or  billionaire.  He  became  one 
by  using  his  brain.  Michael  Dell,  of  Dell  Computer, 
worth  several  hundred  million  now,  is  a  college  dropout. 
It  doesn't  matter  what  your  background  is  as  much  as  it 
matters  what  you  do  with  the  tools  you  have. 

RL:  Isn't  this  the  case  with  most  people  we  would  con- 
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sider rich — that  they  worked  very  hard  for  their  wealth  an< 
have  to  work  very  hard  every  year  to  maintain  it,  and  tha 
they  are  interested  in  more  wealth  for  others?  For  exam 
pie,  Bill  Gates  needs  affluent  Americans  so  that  they  caj 
buy  his  products;  otherwise,  his  products  are  worthless. 

SF:  You've  hit  upon  something.  Henry  Ford  recog 
nized  that  having  prosperous  workers  meant  he  could  sel 
more  cars.  That  was  the  philosophy  behind  what  was  thei 
a  revolutionary  $5-a-day  wage,  when  most  workers  couh 
not  make  $2  a  day.  Ford  realized  that  if  you  have  a  pros 
perous  work  force  and  if  you  put  in  techniques  that  mak 
your  company  more  productive,  you  will  be  able  to  mak 
more  products  and  turn  out  more  services,  and  you'll  als< 
have  the  people  to  buy  those  products  and  services. 

Stumbling  Blocks 

RL:  Why  are  incomes  lagging  and  is  real  purchasin; 
power  stagnant  or  dropping?  We're  told  that  we've  ha<  Wgr 
the  single  greatest  economic  recovery  over  the  last  5t 
years,  yet  you  don't  see  a  corresponding  public  euphoris 
You  don't  see  attitudes  like  you  saw  in  the  1980s;  yoi 
don't  see  a  lot  of  entrepreneurial  risk-taking.  You  see  man  jrcp 
people  whose  number-one  priority  is  preservation  of  prin 
cipal  rather  than  putting  that  principal  at  risk.  Why  is  this' "id l1 

SF:  Three  basic  reasons.  First,  the  tax  code  is  punitiv 
and  interest  rates  are  too  high.  A  high  tax  rate  acts  as 
barrier  to  moving  ahead,  to  accumulating  savings. 

The  second  reason  is  health  care.  Ask  yourself  thi 
question:  Why  is  demand  for  health  care  considered 
crisis  in  this  country,  whereas  demand  for  automobile^ 
and  everything  else  is  considered  a  good  thing?  In  health » 
care  it's  considered  a  disaster  that  we're  living  longer  an 
demanding  more  health  care  services. 

The  reason  for  this  skewing  of  costs  is  that  the  tax  codW  ti 
allows  employers,  but  not  individuals,  to  buy  health  iol  as- 
surance with  pretax  dollars.  An  individual  has  to  use  aftenKt.1 
tax  dollars  to  buy  a  health  care  policy.  Even  if  you're  sellnDstai 
employed,  only  25  to  30  cents  on  the  dollar  is  deductible 
Because  of  that  tax-code  quirk,  which  came  out  of  th1^ 
wage  and  price  controls  of  World  War  II,  most  privation 
health  insurance  is  paid  for  by  employers.  The  money  th 
employer  spends  on  behalf  of  an  employee  for  health  car<4i 
counts  as  part  of  that  employee's  compensation.  Yet,  ijftisi 
most  instances,  the  employee  has  little  or  no  say  in  ho1 
that  money  is  spent.  So  the  solution  is  to  equalize  the  ta 
treatment  between  the  individual  and  the  corporation.  1 
Medical  Savings  Account  would  do  this;  let  the  inciividu;  ifomnt 
decide  how  that  money  is  to  be  spent. 

RL:  That'll  bring  prices  >down  fast  because  peopl 
won't  spend  more  than  they  have. 

SF:  Exactly.  The  one  area  of  medicine  that  hasn't  ha 
wild  inflation  in  the  last  30  years  is  cosmetic  surger 
Unless  cosmetic  surgery  is  required  to  correct  the  dislikes  b 
urement  from  a  disease  or  an  accident,  it's  not  covere 
by  insurance.  The  patient  has  to  pay.  If  you  ask  a  co:  :fands 
metic  surgeon  about  a  procedure,  he  can  tell  you  pr< 
cisely  what  it  will  cost,  what  its  components  are — and  tr 
price  doesn't  roar  up. 

RL:  Because  it's  based  on  what  the  patient,  the  cu 
tomer,  can  pay — what  the  market  will  bear  and  no  mor  fate 
That's  the  best  case  I've  heard  yet,  Steve.  That  alone  maki-  Qn- 
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k  more  sense  than  anything  I've  heard  anybody  say  about 

what's  wrong  with  the  health  care  system  in  this  country. 

SF:  If  you  have  100  million  consumers  policing  the  health 

are  market,  you'll  still  have  technological  advances,  but 

you'll  also  have  price  control.  Consumers  will  do  the  price 

controlling,  not  bureaucrats — and  we'll  all  be  better  off. 

The  third  thing  hindering  people  from  feeling  good 

nfibout  the  economy  is  the  sheer  uncertainty  of  things 
oday.  When  you  change  from  one  era  to  the  next,  people 

4.vorry — especially  when  you  have  poor  political  leadership. 

i  Looking  back  at  the  1890s,  you  find  a  lot  of  people  were 

k  oessimistic  about  this  country.  They  saw  the  rise  of  big 
orporations,  big  cities,  corrupt  political  machines,  the 
closing  of  the  frontier  and  the  influx  of  massive  immigra- 
ion  as  indications  that  the  country  was  going  down  the 
oibes.  Then  along  came  Teddy  Roosevelt  and  the  Pro- 

ukressive  era.  People  soon  realized  that  change  is  part  of 

a  progress,  and  their  attitude  shifted.  We  moved  ahead. 

The  Facts  Speak  for  Themselves 

RL:  You  have  lamented  high  interest  rates.  Yet  it  is  a 
lixputed  Republican,  Alan  Greenspan,  who  has  sought  to 
it  'aise  them  over  and  over  again — after  lowering  them  over 
a  ind  over  again.  Why  has  the  Federal  Reserve  raised  rates? 
j  The  excuse  is  that  inflation's  looming  over  the  horizon. 
is  fet  nobody  sees  it.  We  all  know  these  interest  rate  increas- 
es slow  the  economy.  What's  the  thinking  behind  them? 
ii  SF:  One  of  the  obstacles  to  a  prosperous  economy  is 
j  x>gus  economic  theory.  And  one  such  theory  is  that  pros- 
Ji  >erity  causes  inflation.  The  idea  is  that  with  prosperity 
1  :ome  rising  prices,  which  means  rising  inflation;  therefore, 
J  f  you  want  low  inflation,  you  must  have  more  unemploy- 
nent.  Under  this  bogus  theory,  central  bankers  think  it's 
jj  >ad  to  have  people  going  to  work  with  smiles  on  their 
ii  aces — you  never  see  a  central  banker  with  a  smile  on  his 
taace.  When  the  world  is  doing  well,  central  bankers  have 
^  o  stamp  out  that  sense  of  well-being.  So  last  year,  when 
t|  he  economy  started  to  pick  up  some  steam,  the  Federal 
i  Reserve  said,  "Oh,  my  gosh!  A  prosperous  economy  will 
si  nean  a  return  to  inflation,  so  we've  got  to  stop  it." 
j  RL:  Your  point  is  proved  by  examining  the  1980s, 
r  ^hen  we  brought  inflation  down  with  some  of  the  most 
•    onsistent  years  of  unbridled  growth  we've  ever  had. 

SF:  Exactly.  Inflation  went  from  13%  to  3%  during  our 
:  ongest  peacetime  expansion.  The  same  thing  has  hap- 
-  »ened  in  other  countries.  History  shows  you  can  have 
M  foninflationary  prosperity.  But,  thanks  to  bad  economic 

heory,  we're  having  a  sluggish  economy  now. 
J    RL:  So  are  we  totally  dependent  on  the  whims  of  the 

entral  bankers  to  raise  or  lower  interest  rates? 
u  SF:  This  is  where  people  sense  that  something  is  wrong. 
J  Vhy  should  the  value  of  money  or  the  level  of  interest 
",j  ates  be  dependent  upon  unelected  officials  who  think 
J  hey  know  more  than  we  do?  Why  should  money  be  in  the 
J  lands  of  politicians?  It  wasn't  for  175  years  of  our  history, 
j  nd  we  did  all  right.  We  had  lowr  interest  rates.  We  grew. 
lj    RL:  Would  you  be  in  favor  of  getting  rid  of  the  Fed? 

SF:  What  we  need  is  a  monetary  system  that  is  out  of 

J  he  hands  of  politicians  and  that  has  an  anchor — and  I 

J  iate  to  say  this,  because  people  think  you're  kind  of 

J  razy — an  anchor  like  G-O-L-D.   It  worked  for   175 
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years;  we  need  a  modern  variation  of  a  gold  standard. 

RL:  We  at  the  Limbaugh  Letter  don't  think  you're 
crazy.  Now  what  about  the  looming  trade  war  with 
Japan?  This  cannot  possibly  resonate  well  with  you. 

SF:  This  is  where  I'm  disappointed  with  the 
Republicans,  who,  after  looking  at  focus-group  data  that 
show  people  don't  like  Japan  and  its  trade  practices,  have 
not  been  willing  to  tell  the  truth.  In  the  name  of  free 
trade,  the  Administration  wants  to  give  more  power  to 
bureaucrats  and  politicians,  to  have  them  tell  you  how 
much  you  should  buy  and  from  whom  you  should  buy 
it.  This  is  called  "managed  trade"  or  "socialism  lite."  It's 
a  power  play  in  the  name  of  free  trade  that  should  be 
blocked.  At  the  very  time  Japan  is  going  through  a  crisis 
and  its  people  are  beginning  to  question  the  dominance 
of  bureaucrats,  we're  pursuing  trade  policies  that  will 
give  more  power  to  people  who  are  losing  credibility. 

RL:  What  about  the  American  consumer? 

SF:  The  consumer  gets  the  short  end  of  the  stick.  If 
you  earn  money,  you  should  have  the  right  to  buy  what 
you  want,  no  matter  where  it's  from.  Why  should  politi- 
cians be  able  to  tell  you  what  model  car  you  can  or  can- 
not buy?  It  should  be  your  choice. 

RL:  If  a  trade  war  were  to  happen,  how  long  would  it 
be  before  the  same  consumers  who  identify  Japan  as  an 
enemy  in  focus  groups  say,  "Hey,  wait  a  minute!  We  didn't 
mean  we  wanted  to  pay  an  additional  $2,000  for  an 
American  car  we  don't  really  have  any  interest  in.  We  did 
not  mean  we  didn't  want  to  be  able  to  buy  our  Japanese 
VCRs.  Give  us  our  choice  back!"?  How  long  would  it  take? 

SF:  A  fairly  short  time.  Remember  that  one  of  the 
principal  triggers  of  the  Great  Depression — and  the  rea- 
son it  was  so  deep — was  the  Smoot-Hawiey  tariff.  It  was 
passed  in  the  name  of  helping  American  industry,  of 
helping  the  American  farmer,  and  it  ended  up  almost 
destroying  Western  civilization. 

It's  Elementary 

RL:  One  final  thing.  I'm  amazed,  as  I  host  my  program 
and  talk  to  people,  how  some  of  the  most  fundamental  con- 
cepts of  economics  are  misunderstood  by  the  majority  of 
the  people  who  make  this  country  work.  What  do  you  think 
needs  to  be  done  to  provide  a  basic  education  in  economics? 

SF:  We  must  rework  the  definition  of  economics.  Eco- 
nomics is  not  numbers.  Economics  is  people  doing  busi- 
ness with  one  another — whether  it's  kids  trading  cards  or 
adults  trading  materials  to  make  automobiles.  Eco- 
nomics has  a  moral  foundation,  especially  in  a  free-enter- 
prise economy,  where  no  one  is  forced  to  buy  a  product 
or  service  you  offer.  If  you  don't  offer  something  that 
people  want,  you  fail.  You  don't  succeed  unless  you're 
making  somebody  happy. 

RL:  Steve,  you've  said  some  of  the  most  common- 
sensical,  yet  brilliant,  things  I've  ever  heard.  Best  to  you, 
and  keep  applying  the  pressure.  There  are  a  lot  of  people 
who  will  applaud  every  action  you  take  in  trying  to  see 
to  it  that  your  vision  of  this  country's  future  is  repre- 
sented in  our  political  system. 

SF:  You  continue,  too.  The  election  last  November 
would  not  have  turned  out  as  it  did  had  you  not  prepared 
the  ground  with  your  work  over  the  years.  Mi 
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Snowmobiles 
of  the  sea 

If  you  expect  to  go  to  the  seashore  for  peace 
and  quiet,  forget  it.  The  jetskiers  probably 
have  gotten  there  first. 


By  Alexandra  Alger  and  William  G.  Flanagan 


New  18-foot  Rage,  Boston  Whaler's  latest  jet  boat,  can  seat  seven 

No  props,  unsinkable,  and  a  top  of  speed  of  over  40mph.  Cost:  $21,000. 


They  are  proliferating  like  cock- 
roaches and,  to  some  folks,  are  just 
about  as  popular. 

Personal  watercraft  is  their  official 
moniker,  but  most  people  call  them 
Jet  Skis,  a  Kawasaki  brand  name.  By 
whatever  name,  they  are  selling  fast — 
about  180,000  this  year  alone— at 
prices  ranging  from  S4,500  to 
$7,600.  There  are  now  almost 
700,000  of  them  on  the  nation's 
waterways. 

If  you've  sat  by  the  beach  recently 
and  tried  to  read  a  book,  you  already 
know  that.  Helping  to  boost  sales  in 
recent  years  has  been  the  introduction 
of  sit-down  models  that  are  more 
comfortable,  faster  and  harder  to  fall 
off  than  the  older,  stand-up  models. 
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They  also  have  enough  room  for  a 
passenger  or  two,  and  some  can  even 
pull  a  waterskier. 

"It's  a  poor  man's  boat,"  says  Rob- 
ert Harbin,  director  of  Broward 
County,  Fla.'s  park  system,  now  in- 
fested with  the  craft.  They're  not  dirt 
cheap,  but  they  cost  a  lot  less  than  a 
traditional  powerboat  and,  in  most 
states,  you  don't  need  any  training  to 
operate  one.  But  you  probably 
guessed  that,  watching  some  of  the 
jetskiing  antics. 

These  things  are  really  zippy — 
most  can  top  40mph,  and  the  Yamaha 
Wave  Raider  1 100  can  exceed  60mph 
on  flat  water.  Mix  speed  and  inexperi- 
ence and  you  get  accidents.  In  1994, 
according  to  the  U.S.  Coast  Guard, 


And 


personal  water/craft  were  involved  i 
more  than  2,500  collisions — almo 
half  of  all  reported  water  crashes- 1 
resulting  in  nearly  1,000  injuries.  Ill' 
Minnesota  alone,  which  has  mown 
than  1 1 ,000  lakes,  four  jetskiers  die 
in  accidents  last  year. 

It's  getting  worse.  "There  ha\ 
been  accidents  for  the  past  five  wed 
ends — way  over  what  we  usual 
have,"  says  Ted  Sadleir,  senior  hi* 
constable  in  Southampton,  N.1)\ 
"There  are  so  many  of  them  around,  f 

"From  a  manufacturing  standpoir 
they're  very  safe,"  says  Brut'' 
Schmidt,  who  compiles  the  U.J 
Coast  Guard's  annual  accident  r< 
port.  "But  the  way  they're  operatec 
People  wake-jump;  they  play  chicke  fr> 
with  each  other." 

They've  become  the  bane  of  trad 
tional  boaters,  forcing  an  unaccuj  • 
tomed  alliance  of  stinkpotters  an 
sailors.  "They're  horrible,"  says  Fre  fc 
Reaver,  manager  of  the  Shinnecoc  r- 
Yacht  Club  in  Quogue,  N.Y.  "The  j: 
should  be  outlawed.  I'll  have  six  c:JS 
eight  kids  on  sailboats,  and  the*  f 
things  will  come  speeding  by,  makin 
waxes.  I  always  call  the  cops,  and  the  |; 
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Stinkpotters  2624;  MasterCraft,  800-293-8538; 

and  sailors  finally  Arctco,  218-681-4999. 

agree  on  Sca-Doo,  a  division  of  Canada's 

something:  Bombardier  Inc.,  beats  everyone  else 

"They're  on  price  and  commands  40%  of  the 

horrible."  U.S.  market.  Unlike  its  competitors, 

■■■H  it  doesn't  have  its  engines  made  in 

Japan,  the  land  of  the  risen  yen. 

Its  standard  two-seater,  the  Sea- 
Doo  SP,  goes  for  $4,500,  about  S300 
cheaper  than  its  competitors.  Its  most 
expensive  model,  the  GTX,  its  largest 
three-seater,  costs  $6,200,  versus 
$6,300  for  Polaris'  SI.T750  and 
$6,800  for  Yamaha's  Wave  Venture. 
Price  aside,  there's  no  clear  leader  in 
quality. 

A  step  up  the  ladder  from  personal 
watercraft  are  jet  boats,  small  motor- 
boats  that  have  propless,  marine  jet 
engines  instead  of  conventional  out- 
board or  inboard  motors.  They're 
typically  13  to  15  feet  long  and  are 
capable  of  40mph-plus  speeds.  Like 
Going  airborne  personal  watercraft,  they  turn  quickly, 

off  the  beach  in  giving  riders  that  spin-and-slide  thrill, 

Southampton,  N.Y.         can  tow  waterskiers  and  operate  in  as 
Almost  700,000  little  as  1  foot  of  water. 

are  now  on  You  may  give  up  some  speed — no 

the  water.  jet  boat  will  go  60mph — but  you  gain 


diJt  a  stop  to  it." 

no  And  the  offenders  aren't  just  irre- 
sponsible 18-year-olds.  "I've  had  40- 

|  jar-olds  give  me  the  finger,"  Reaver 
•a  ys.  Indeed,  the  average  buyer  is  "35 
jk  }  45  years  old,  with  a  house  in  the 
iburbs,"  says  John  Donaldson,  a 
J  >okesman  for  Yamaha. 
(e)  Because  of  the  crafts'  abysmal  safe- 
i    record,  some  states  and  localities 

I  n  e  cracked  down  on  jetcraft.  Jump- 
s'; g  other  boats'  wakes  is  generally 
•j  "ohibitcd,  and  there  is  often  a  5-to- 

;;  Dmph  speed  limit  within  200  feet  of 

J  pre.  Violators  are  fined — in  South- 

npton  you'll  pay  $750  for  a  third 

n  Tense. 
J  Many  states  also  require  that  opera- 

<£  ts  be  at  least  14  to  16  years  old 

hough  in  some  states  the  age  is  as 

J  king  as  12),  and  operators  and  pas- 

J  ngers    must   wear    life    preservers. 

J  onnecticut  now  requires  jetcraft  op- 
u  ators  to  take  a  2y2-hour  education 

,  mrse  and  a  boat  safety  course  (effec- 
n  rely  killing  the  rental  market). 

i  Some  areas  ban  personal  watercraft 

>  impletely.  Bans  already  exist  in  fed- 
,j  ally  protected  sanctuary  waters  off 

-  e  Florida  Keys,  in  the  Monterey  Bay 
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sanctuary  in  California,  and  on  New 
Hampshire  lakes  that  are  smaller  than 
75  acres. 

You  still  want  to  try  one?  There  are 
six  major  manufacturers  that  will  send 
you  product  literature  and  names  of 
local  dealers:  Sea-Doo,  800-882 
2900;  Polaris,  800-POl.ARIS;  Kawasa- 
ki, 800-661  -RIDE;  Yamaha,  800-889- 


stabihty  and  space.  They  can  seat  as 
few  as  three  and  as  many  as  seven. 

In  1992  Boston  Whaler  introduced 
the  first  jet  boat,  the  14-foot  Rage. 
Within  two  years  more  than  30  boat- 
makers  had  put  their  own  products  on 
the  market.  There  are  now  some  50 
models  out  there,  all  with  their  own 
twist.  Cost:  $8,000  to  $2 1 ,000.     ■§ 
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Altered  stones 

You  will  rarely  find  a  flawless  diamond, 
but  there  are  flaws  and  there  are  flaws. 


By  Nikhil  Hutheesing 

THERE  ARE  TWO  ways  to  buy  dia- 
monds: Pay  full  retail  for  the  comfort 
of  buying  from  a  name  brand  retailer 
such  as  Tiffany  or  save  up  to  50%  by 
forgoing  the  blue  box.  With  brand  X 
you  run  a  bigger  risk  of  getting 
scammed.  Technology  has  given  the 
unscrupulous  new  tricks  to  make 
flawed  diamonds  appear  Haw  less. 

There  is  the  laser  process  for  dis- 
guising flaws,  made  popular  in  the 
1970s  by  a  few  diamond  companies, 
including  Yehuda  Diamond  Co.  in 
New  York  City.  A  laser  drills  a  tiny 
hole  through  the  diamond  to  a  piece 
of  black  carbon — the  flaw.  The  car- 
bon is  then  boiled  in  acid  and  turns 
white,  becoming  nearly  invisible. 

In  1982  Zvi  Yehuda,  founder  of  the 
original  company  in  Israel,  invented 
the  fracture-filling  process,  today  Ye- 
huda's primary  business.  Diamonds 
with  tiny  fissures  arc  placed  in  a  high- 
pressure,  high-temperature  oven,  and 
a  glass-like  compound  is  inserted  into 
fractures.  Unlike  laser  treatment,  frac- 
ture filling  is  reversible. 

Yehuda  is  not  trying  to  fool  anyone. 
It  is  up  front  about  what  it  does  and 
sells  its  enhanced  diamonds  for  30% 
less  than  unaltered  ones  of  similar 
quality.  But  downstream  sellers  aren't 


always  so  honest.  Cap  Beeslev,  presi- 
dent of  New  York-based  American 
Gemological  Laboratories,  says  that 
over  the  last  twenty  years  he  has  seen  a 
50%  to  60%  increase  in  diamonds  that 
have  been  altered  coming  in  for  grad- 
ing — not  always  with  the  knowledge 
of  the  owners. 

How  do  you  protect  yourself?  Be- 
gin by  learning  the  four  Cs  that  deter- 
mine a  stone's  value:  cut,  clarity,  color 
and  carat.  Here's  what  you  should 
look  for: 

■  Cut.  "Cut  is  the  most  overlooked, 
most  important  and  least  understood 
quality,"  says  Jerry  Ehrenwald,  presi- 
dent ofthe  International  Gemmolog- 
ical  Institute.  Example:  If  you  are 
looking  for  a  1 -carat  diamond,  you 
may  decide  to  take  one  with  a  bigger 
surface  area  and  less  depth.  But  for 
that  tradeoff  you  lose  brilliance;  the 
cut  determines  brilliance.  On  a 
round-cut  diamond,  for  example, 
there  should  be  58  facets,  which  act  as 
light-dispersing  mirrors,  in  exact  geo- 
metric relation  to  one  another.  The 
crown,  the  upper  portion,  should  be 
one-third  the  depth  of  the  pavilion, 
the  lower  portion. 

■  Clarity.  Diamonds  designated  as 
Flawless    (FL),    Internally    Flawless 


^^^WB 

^X«fc 

li^V^pjH 

v?^JI 

i^//^B 

E$S 

Tp 

&•  v^  -M 

^EL^^<4&| 

Bf  5  •  *i 

'aV'J 

■tijxk 

(IF),  Very  Very  Small  inclusio 
(WS1-WS2)  and  Very  Small  incl 
sions  (VS1-VS2)  are  all  acceptable,  f 
you  will  rarely  find  a  totally  flawle 
stone.  But  don't  accept  Small  incl 
sions  (SI1-SI2)  and  Imperfect  (Ii-l 
I3)  stones. 

■  Color.  The  whitest  diamonds  a 
graded  D,  and  the  grades  go  all  tl 
way  to  Z.  D,  E  and  F  are  considen 
colorless.  G,  H,  I  and  J  are  ne 
colorless.  You  can  tell  the  difference 
you  place  two  loose  diamonds  wi 
different  color  gradings  face  down  c 
a  white  surface.  Look  at  the  pavilior 
The  lower-graded  stone  will  appe 
yellower  than  the  other. 

■  Carat.  One  carat  is  equal  to  2( 
milligrams.  Don't  confuse  it  with  siz 
While  there  is  an  ideal  size  for  a 
carat  diamond,  the  same  weight  cs 
come  in  many  sizes,  depending  c 
how  the  stone  is  cut. 

But  don't  trust  yourself  entire! 
Have  any  stone  you  buy  independen 
ly  appraised.  Any  jeweler  worth  I 
eyepiece  can  easily  spot  a  treated  stot 
under  magnification.  The  apprais 
will  give  you  a  grading  report.  If  th 
report  doesn't  match  the  one  giv< 
you  by  the  original  seller,  you  mi 
have  been  taken.  The  appraiser's  n 
port  should  specify  all  the  characteri 
tics  of  the  diamond,  as  well  as  1 
approximate  value. 

For  a  list  of  appraisers  near  vo 
contact  the  Appraisers  Association 
America  (212-889-5404). 

The  cost  of  an  appraisal  varies.  Tl 
International    Gemmological    Ina 
tute  in   New  York  charges  S95 
appraise  stones  under  1 .5  carats.  Fo 
3.5-carat  stone,  the  fee  is  $195.     II 

-    Cut,  clarity,  color  and  carat  are  what 

\   determine  a  diamond's  value 

:    Left  to  right:  four  round,  brilliant  cut 
stones,  enlarged  to  triple  their  normal 
size,  costing  $2,500,  $5,000,  $10,000 
and  $15,000.  The  most  expensive 
of  these  diamonds  weighs  the  least — 
1.18  carats. 
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The  new  "Mark  XII" 
pilot's  watch  from  IWC. 
A  new  original. 


1995.-] 8  ct.  yellow  gold  with  leather  strap 
3>4, 500. -stainless  steel  with  bracelet 
$3, 500. -stainless  steel  with  leather  strap 

The  legend  lives  on,  plain  for  all  to  see.  The 
"Mark  XII"  leaves  not  a  second  of  doubt  as 
to  its  pedigree  as  the  direct  descendant  of 
the  "Mark  XI",  or  its  ability  to  live  up  to  the 
promise  of  its  famous  name.  Because  as  you 
would  expect  in  the  case  of  a  family  tradition 
like  this  one  -  the  qualities  it  conceals  make 
certain  external  similarities  unavoidable. 
The  superb  884  calibre  automatic  movement 
is  adjusted  in  five  positions  and  housed  in  an 
inner  case  of  soft  iron,  making  it  extremely 
antimagnetic  and  guaranteeing  water  resis- 
tance to  50  meters.  It  has  a  rapid-advance 
date  display,  a  stop  second  and  a  power 
reserve  of  38  hours.  It  has  a  screw-in  crown 
and  a  sapphire  glass  of  hardness  coefficient  9. 
So  it  can  be  thought  of  as  a  wonderful 
reminder  of  the  "Mark  XI"-  or  as  an  origi- 
nal in  its  own  right  that  will  take  some  of  the 
pain  out  of  forgetting  its  predecessor. 
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STAYING  HEALTHY 

Filial  t'imWi:'!       hH 

Zoonoses 


If  you  suddenly  come  down  with  bizarre  symptoms, 
Fido  or  Tabby  could  possibly  be  the  villain. 

By  R.  Lee  Sullivan 


It  was  THK  COLORING,  adorable  or- 
ange tiger  stripes,  that  sold  Thomas 
Wilinsky  on  the  kitten  at  the  animal 
shelter  in  Manhattan.  A  couple  of 
weeks  later  Wilinsky  was  breaking  out 
in  color  himself,  angry  red  welts  all 
over  his  arms,  legs  and  back.  "I 
thought  they  were  mosquito  bites  or 
poison  ivy,  but  they  kept  getting  big- 
ger," recalls  the  30-year-old  attorney. 

His  alert  dermatologist's  first  ques- 
tion: "Do  you  have  a  puppy  or  a 
kitten?"  Diagnosis:  ringworm,  con- 
tracted from  the  cat.  Wilinsky  had  to 
buy  Fulviccn  pills  for  the  kitten  and 
Spectazole  antifungal  cream  for  him- 
self, to  the  tune  of  $265. 

Epidemiologists  believe  that  4  mil- 
lion Americans  every  year  contract 
diseases  from  animals.  These  150  ani- 
mal-borne diseases — zoonoses,  the 
researchers  call  them — can  be  serious. 
A  man  died  in  1992  from  a  case  of 
plague  picked  up  from  a  cat.  Zoono- 
ses can  be  expensive,  too.  One  sickly 
kitten  ran  up  a  $1.5  million  bill  last 
year  in  Concord,  N.H.  The  animal's 
rabies  was  diagnosed  only  after  it 
died,  with  the  result  that  665  people 
had  to  get  a  series  of  six  rabies  shots,  at 
$275  per  injection. 

Cats  are  a  source  of  trouble  surpris- 
ingly often.  Cats1  scratches  and  bites, 
though  less  common  than  dogs',  are 
more  virulent.  As  many  as  half  of  all 
feline  bites  become  infected.  Usually 
all  that  happens  is  a  local  infection 
with  Pasteurella  bacteria  that  is  treat- 
ed with  antibiotics.  But  22,000  times 
a  year  in  the  U.S.,  a  cat  bite  or  scratch 
causes  cat-scratch  disease.  Symptoms: 
swollen  glands,  fever  and  listlessness 
that  may  persist  for  months.  Treat- 
ment: penicillin,  although  the  symp- 
toms usually  go  away  on  their  own. 

The  toxoplasma  parasite,  picked  up 
from  contact  with  the  feces  of  infected 
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What  the  cat  drags  in 

Type  of 
illness 

How  it's 
spread 

Symptoms 

Typical  treatment 

Incidence 
per  year* 

Cat-scratch 
fever 

Bites  or 
scratches 

Reddish  round  lump  at  the  site 
of  the  infection,  fever,  and  rash 

Penicillin 

22,000t 

Cryptosporidiosis  Feces 

Nausea  and  diarrhea 

Usually  resolves  itself 

NA 

Ehrlichiosis 

Tick  bites 

Fever,  headache,  joint  pain, 
muscle  aches,  nausea 

Tetracycline 

NA 

Giardiasis 

Feces 

Watery  diarrhea 

Metronidazole 

NA 

Lyme  disease 

Tick  bites 

Fatigue,  headache,  fever, 
stiff  neck 

Penicillin 

11,830 

Murine  typhus 

Flea  bites, 
feces 

Headache,  fever,  fatigue,  muscle 
aches  and  rash 

Tetracycline 

NA 

Plague 

"Flea  bites 

Swollen  lymph  nodes,  fever, 
muscle  aches,  vomiting,  coma 
and  death  if  untreated 

Streptomycin 

10 
(1993) 

Q  fever 

Birthing 
fluids  of  cats 

Fever,  coughing  and  pneumonia 

Chloramphenicol 

NA 

Rabies 

Bites 

Anxiety,  convulsions,  coma 

Vaccine;  immune 
globulin  injections 

6 

Ringworm 

Fungus  in 
animal's  fur 

A  reddish,  circular  rash 

Oral  gnseofulvin 

2  milhont 

Rocky  Mountain 
spotted  fever 

Tick  bites 

Headache,  fever,  chills, 
fatal  if  untreated 

Doxycyclme 

441 

Roundworm 

Feces 

Rash,  fever,  cough,  weight  loss. 
Worms  can  invade  the  lungs, 
heart,  brain  or  eye 

Diethyl- 

cafbamazme  or 
laser  surgery 

lO.OOOt 

Salmonellosis 

Feces,  saliva, 
and  tears 

Nausea,  cramps,  diarrhea, 
vomiting 

Ampicillin 

NA 

Tapeworm 

Feces 

Cysts  in  the  liver  or  lung 

Surgery 

NA 

Toxoplasmosis 

Feces 

Swollen  lymph  nodes, 
malaise,  loss  of  appetite 

Pyrimethamine 

3,000t 
(birth  defects) 

*Total  from  all  sources,  not  just  cats.    tEstimate.    NA:  Not  available 

It  doesn't  happen  very  often,  but  you  can  catch  several  diseases  from  your  cat. 
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ats,  can  cause  swollen  lymph  nodes, 
leadache,  fever  and  chills.  However, 
t  usually  causes  no  symptoms,  and 
equires  no  treatment.  The  disease  is 
langerous  to  unborn  children, 
hough,  causing  neurological  damage 
n  fetuses.  Women  planning  pregnan- 
es should  have  a  blood  test;  if 
hevVe  had  toxoplasmosis  in  the  past, 
hey're  now  immune  and  can't  pass 
he  parasite  along  to  the  fetus.  Wom- 
n  who  haven't  had  the  disease  should 
t  the  very  least  stay  away  from  their 
at's  litter  box,  regardless  of  whether 
>r  not  the  cat  is  immune — it  could 
till  be  a  carrier. 

Advice  to  pet  owners: 
I  Always  wash  your  hands  after  han- 

ling  pets. 

Never  let  your  animal  lick  you  on 
he  face,  or  lick  your  wounds. 

Wear  gloves  whenever  you  handle 
xcrement. 
I  Don't   feed   your   pet   raw   meat, 

hich  is  a  source  of  parasites  and 
•acteria. 
I  Don't  let  pets  drink  from  the  toilet. 

his  can  spread  disease  from  animals 

0  humans. 

1  Get  annual  rabies  vaccinations  not 
mly  for  cats  and  dogs  but  also  for 
orses. 

Given  the  American  tendency  to 
lypochondria,  we  report  all  this  with 
ome  reservation,  hastening  to  point 
ut  that  tens  of  millions  of  people  live 
/ith  pets  all  their  lives  without  catch - 
ig  anything  serious  from  them.  So 
slax.  Enjoy  them.  But  since  there  are 
linimal  risks,  it's  better  to  know 
bout  them  and  to  take  sensible 
recautions. 

Zoonoses  can  be  difficult  to  spot, 
•ut  doctors  can  get  diagnostic  help 
om  a  computer  program  developed 
t  Texas  a&m  University  called  the 
'ublic  Health  Associate.  The  PC  da- 
ibase  costs  S195  and  is  available 
nrough  the  Carter-Mellov  Corp. 
409-822-6070). 

For  more  information  on  zoo- 
oses,  call  Pets  Are  Wonderful  Sup- 
ort  (415-241-1460),  which  gives 
way  pamphlets  covering  disease 
revention  for  most  pets.  The  Delta 
ociety  (800-869-6898)  publishes  a 
6-page  book  ($13)  covering  dis- 
ases  of  cats,  dogs,- parrots,  harri- 
ers, iguanas  and  fish.  State  health 
epartments  are  also  good  sources  of 
terature  on  precautions.  Hi 
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Sale 

,$4999 


p  to  100-foot  ran^t- 

reg  $59  99  #63-1042M043HN 


z.$69" 


Selectable  pulsed  beam, 
up  id  300-foot  range 

#63-1044HN 


How  to  make 
a  point  at  the 
speed  of  light. 


It's  simple  with  a  laser-dot  pointer 
from  Radio  Shack.  Easier  to  handle 
than  wood  pointers  and  telescop- 
ing rods,  each  produces  a  fo- 
cused beam  that's  perfect  for 
highlighting  text  and  images 
in  presentations.  There's  one 
just  right  for  your  confer- 
ence room  or  auditorium. 
To  order,  or  for  the 
location  of  a  store 
near  you,  call: 


l-800-THE-SHACKs'" 

Radio  /hack 

You've  got  questions.   We've  got  answers5 


Sale  prices  guaranteed  through  9/2/95.  Prices  apply  at  participating  Radio  Shack  stores  and  dealers  Items  not  available  at  a  participating  si0re  can 
be  special -ordered  (subject  10  availability)  at  the  advertised  price  A  participating  store  will  offer  a  comparable  value  it  the  product  is  sold  out  Independent  Radio  Shack 
dealers  and  franchisees  may  not  be  participating  in  this  ad  or  stock  or  special-order  every  item  advertised  Copies  ot  applicable  warranties  are  available  upon  request 
at  stores  for  inspection  before  sale,  or  by  writing  Customer  Relations  1400  One  Tandy  Center,  Fort  Worth.  TX  76102 


STEAL 
CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict^ 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
♦Micro-Miniature  TV-Cameras  •Mini  TV-Cameras  *  Pinhole  Lens 
TV-Cameras  •Color  TV-Cameras  •Dome  TV-Cameras  •Smoke 
Detector  TV-Cameras  •Clock  TV-Cameras  •Picture  TV-Cameras 
•Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
•960  Hour  Time-Lapse  Recorders  *Quad  Compressors  •Multiplexers  •Monitors  •Camera  Switchers 

•Pan-Tilts  •Phone-Line  Video  Transmission  and  Reception  Systems 

AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 


1-800-396-CCTV 
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COLLECTORS 

Shrapnel's 
corkscrew 

His  frequent  business  trips  abroad  give  Robert 
Goldscheider  plenty  of  opportunity  to  indulge 
his  particular  passion:  collecting  corkscrews. 


By  Doris  Athineos 

Whkn  lawyer  Robert  Goldscheider 
fancies  a  glass  of  wine,  he  spends  more 
time  deciding  on  the  corkscrew  than 
on  the  bottle. 

Sifting  through  14  drawers  filled 
with  1,100  European  and  American 
corkscrews,  he  finally  settles  on  the 
English  1884  double -lexer  Wier.  A 
tug  on  the  top  loop  sets  the  accordion 
action  into  motion.  "It  has  a  startling 


effect  when  you  open  a  bottle,"  says 
Goldscheider  (see  photo  below). 

The  first  corkscrew  patent  was 
granted  two  centuries  ago  to  the  Rev- 
erend Samuel  Henshall  of  Birming- 
ham, England.  He  devised  a  collar 
that  separated  the  screw  from  the 
shank.  With  a  few  quick  twists,  the 
worm  cleanly  drills  the  cork  and  the 
collar  stops  it  from  piercing  the  far 


Robert  Golds^'ieider  puts  his  double-lever  Wier  corkscrew  to  work 

One  of  1,100  he's  collected,  now  worth  a  total  of  about  $500,000. 


310 


l\ 


steel-and-silver  corkscrew  with  a  net  don 
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end  of  the  cork. 

Henshall's  device  was  an  elegai 
solution  to  what  had  been  an  anno; 
ing  problem  ever  since  corks  becan  I 
commonplace  as  stops  for  wine  bo 
ties  in  the  mid-  18th  century:  cork  bi  \ 
in  the  wine. 

Goldscheider  has  an  original  Hei 
shall  with  an  appropriate  Latin  motl 
inscribed  on  the  button:  Obstnm 
pr amoves  (by  standing  firm  one  at 
vances).  It's  worth  about  $7,500. 

"The  scholarship  of  corkscrews  is 
lot  of  run,"  says  Goldscheider,  6i| 
The  admixture  of  collecting  and  tec! 
nology  appeals  to  Goldscheider.  He 
author  of  Technology  Manatjemeil 
and  chairman  of  the  Internation 
Licensing  Network,  Ltd.,  technolot 
management  consultants.  Patei 
dates,  often  marked  on  the  met 
shank  and  sometimes  on  the  woode 
handles,  first  hooked  him.  "They'i 
worth  twice  as  much  [paten 
marked,  and  I  love  to  see  the  evoli 
rion  of  corkscrews  made  by  the  sair 
company,"  says  Goldscheider. 

His  collecting  began  when  he  pai 
$5  for  three  rust)'  corkscrews  at  a 
estate  sale  in  East  Hampton,  N.Y.  i 
1976.  Today  he  estimates  his  collet 
rion  is  worth  $500,000,  about  foi 
times   what   he   paid   for   it.    Gok« 
scheidcr  often  spends  evenings  oilin  m 
the  lexers  and  polishing  the  silve 
brass  and  steel.   "It's  very  relaxing 
bringing  them  back  to  life,"  he  says 

His    best    information    source 
Corkscrews  for  Collectors  (by  Bernari  |2,38 
Watney  and  Homer  Babbidge,  Sotht. 
by's    Publications,    $39.95),    whic 
contains  patent  drawings  and  descrij  | 
tions  dating  back  centuries.  "Somj 
times  we  know  what  they  look  lik 
from  patent  drawings,  but  no  one  hfl 
ever    seen    them,"    explains    Golc  b« 
scheidcr.  "Then  all  of  a  sudden  on 
appears  in  the  back  kitchen  of  a  crl 
teau  or  aj  an  estate  sale." 

That's  what  happened  with  th 
Shrapnel,  the  most  eagerly  sougl  tint 
after  corkscrew  on  the  market  toda;  ^z 
It  was  the  brainchild  of  a  retired  Bri 
ish  Army  captain,  Henry  ShrapnJ 
son  of  the  artillery  officer  who  inveir 
ed  the  exploding  lead  projectile.  Her 
rv  Shrapnel  patented  the  folding-har 
die  corkscrew  in  1839.  Angling  for 
posthumous  knighthood  for  his  ft 
ther,  Shrapnel  gave  Prince  Albert 
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Thousands  of 
corkscrew 
designs  have 
been  patented 
A  few  of 
Goldscheider's 
favorites, 
including  a 
solid-barrel 
Shrapnel  (5). 


ndlcpoint  apron  in  1840.  Shrapnel  re- 
ol(  mined  sirless,  but  the  Shrapnel  cork- 
im  Screw  had  been  given  a  royal  touch. 
k  However,  no  one  had  seen  one  in 
ir  'ecent  years.  Then,  in  December 
ivi  1985,  a  Shrapnel  popped  up  at  Sothe- 
t  ty's  in  London,  and  promptly  fetched 
:i  $2,384.  Last  year  another  Shrapnel, 
ra  with  a  black  leather  apron  that  fits 
hi  over  the  neck  of  the  bottle,  was  sold 
,i|  tor  nearly  S 1 0,000.  And  in  May  of  this 
m  /ear,  a  European  collector  paid 
il  56,727  for  a  Shrapnel  auctioned  at 
:h  Christie's  in  London.  "It's  amazing 
Ji  how  many  are  turning  up  now,"  says 
d  :orkscrew  dealer  Dean  Walters  of  San 
en  \nselmo,  Calif.  "It's  not  as  rare  as 

people  thought." 
i  Shrapnels  bring  high  prices  at  auc- 
..:  ion  more  for  their  rarity  than  for  their 
Ji  design.  "They  were  lousy  corkscrews, 
Eri  ;o  not  many  people  bought  them," 
i<  ;ays  Goldscheider,  who  has  a  solid 
a  barrel  Shrapnel  in  his  own  corkscrew 
M  irsenal. 

-j     Goldscheider  travels  frequently  on 

r  business,  which  gives  him  plenty  of 

i  opportunity  to  go  corkscrew-hunt- 

i  ng.  His  favorite  haunts  include  Lon- 

iK  ion's  Bermondsey  market  on  Friday 
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mornings  and  Portobello  Road  on 
Saturdays.  "Seven  years  ago  I  found  a 
box  of  corkscrews  in  a  bazaar  in  Mar- 
rakesh,"  he  recalls.  "I  paid  $20  for  the 
lot.  They  looked  like  junk,  but  I 
cleaned  them  up  and  found  a  zigzag 
Suplex."  The  French  zigzag  is  worth 
about  $200. 

Goldscheider  is  a  member  of  the 
elite  International  Correspondence 
of  Corkscrew  Addicts  (ICCA).  It  ad- 
mits only  50  members  and  puts  appli- 
cants on  the  waiting  list  until  some- 
one dies  or  withdraws.  "One  require- 
ment is  that  you  must  send  photos  of 
your  six  best  corkscrews  to  the  other 
49  members  each  year,"  says  Gold- 
scheider. "That  keeps  us  fairly  com- 
petitive with  one  another."  [CCA  also 
holds  private  auctions  among  its 
members. 

What  determines  price?  Generally, 
rarity  and  mechanics  count  more  than 
age.  Prices  for  English,  German  and 
French  corkscrews  are  spiraling  up- 
ward, but  more  utilitarian,  19th-cen- 
tury American  corkscrews  lag. 
"American  patents  have  not  gotten 
their  fair  shake,"  says  Ron  MacLean, 
chief  correspondent  of  the  [CCA.  A 


book  on  American  patents  by  Fred 
O'Leary,  tentatively  titled  U.S.  Cork- 
screw Patents,  is  scheduled  for  publi- 
cation next  year  and  will  list  1,000 
American  patents.  Then  watch  prices 
rise.  Other  possibly  undervalued  areas 
include  19th-century  knives  with 
corkscrews,  especially  from  Solingen, 
Germany  and  Sheffield,  England. 

In  London,  the  Victoria  and  Albert 
Museum's  Metalwork  department 
keeps  a  stash  of  corkscrews  in  storage 
and  will  bring  them  out,  by  appoint- 
ment (44171-938-8352).  It  takes  the 
French  to  fill  a  museum  entirely  with 
corkscrews.  You  can  visit  the  Musee 
du  Tire-Bouchon,  in  Menerbes,  while 
driving  around  the  south  of  France. 

You  can't  join,  but  you  can  send 
corkscrew  questions  to  the  ICCA,  20 
Fairway  Drive,  Stamford,  Conn. 
06903.  American  dealers  Dean  Wal- 
ters (415-459-6393),  Joel  Goodman 
(413-567-9364)  and  British  dealer 
Christopher  Sykes  (441-525  290- 
259)  have  plenty  of  corkscrews  to 
choose  from.  Christie's  corkscrew 
auctions  take  place  in  November  and 
May  in  London,  and  prices  range 
from  about  $170  to  $10,000.        wm 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICE!    Fl 


Receive  Value  Line 
for  only  $^  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  yon  the  2000  page  Investors  Reference  Library — Value  Line's  most 

recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 

Inuest  in  Common  Stocks  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  for$S5$55  Available  only  once  every  three  years  to 

any  household.   SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS 

Third  Edition  (retail  price.  $10  95)— 537  pages  filled  with  over  3.000 
definitions  of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and 
more.  (Available  while  supplies  last )  Your  subscription  to  Value  Line  may  he 
-deductible  Consult  your  tax  advisor  Send  check  or  money  order  along 
with  name,  address  and  zip  code  together  with  this  ad  or 

Call  Toil-Free  1-800-833-0046 

(Ext  2903-Dept  316D28)  American  Express.  MasterCard  or  Visa  24  hours  a  day. 

7  days  a  week  30  day  Money-Back  Guarantee  Allow  4  weeks  for  delivery 

NY  residents  add  sales  tax  Foreign  rates  upon  request 

The  Value  Line  Investment  Survey' 

PO  Box  3988  New  York. 

NY  10008-3988 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
JMauKW   Call/Write  for  FREE  KIT: 
PRwrSfrV         PO.  Box  484-FB 
|k    Vj?    ■*    Wilmington,  DE  19899 
M    llkl  800-321-CORP  •  302-652-6532 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  MajuMjcturin g  to  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1  800  999  SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


IMPORTER  /  DISTRIBUTOR 


Australia's  top  selling  sink-bath  stopper 

multitit  1  /"  to  2"  drains  Unique  design 

Own  brand  Must  be  able  to  import  and 

distribute  to  mapr  retail  outlets 

Tell  us  what  you  can  do1 

Platypus  Plugs  and  Stoppers 

12  Trentwood  Park  Avalon  NSW  Australia  2107 
Phone/Fax  61  2  9918  8974 


SHARING 


M    IS  CARING 


FRANCHISE  CONSULTING 


your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 

1-800-877-1103 

Franco.? 

Specialist?,  m  f^anchse  Development        FB 

NewW^hrjrjr.'.-,.  fan*    . '.  ."    .  ',  .9,*rtns  JW« 


MUTUAL  FUNDS 


MUTUAL  FUND  INVESTORS 


Nervous  about  the  market? 

High  returns  in  rising  or  falling 
markets.  Low  risk   Managed 
individual,  retirement,  corporate 
accounts  SIMA,  RO  Box  9372 
Pensacola.  Fla.  32513,  or  call 


1-800-592-3624      FAX  (904  433-4517 


Give  the  gift  of  health 
to  America's  babies. 

Join  the  March  of  Dimes 
WalkAmerica. 

Call  the  March  of  Oimes  Bmh  Delects  Foundation 
and  sign  up  today1 


WANTED 

Steel  Home  Distributors 

♦  Energy  Efficient  9"  (R-30)  Insulation 

♦  Unbeatable  Protection  from  Wind, 
Eire,  Termites,  Snow,  Earthquakes 

♦  American-Made  Steel  (66%  Recycled) 

♦  Simple,  Bolt-Together  Construction 

♦  Refundable  Investment,  Full  Training 

♦  1 9-Year  Industry  Leader  with  Homes 
in  all  50  States  and  26  Countries 

Co//  for  FREE  Info  or  $9.95  VIDEO: 


m 


1-800-TRI-STEEL 


1-800-874-7833 


Tn- Steel     (9171497-7070     Fu:  (817)497-7497 

MOO  S  Stemmons  hwy   Denton   TX  76205 


University  Dearee 


Approved  Self  Paced  Home  Sti 
Associate  Bachelors  Masters  Dc 

Business  Admin,  Public  Admin,  (■ 

Care  Admin.  Human  Resources,  Fir 

International  Business,  Tech  Mgmt 

Paralegal,  Psychology.  Call  for  broi 

(800)  477-2254  (24  hrs) 

Southern  California  Universit 

for  Professional  Studies 

1 840  E  17  St-F.  Santa  Ana,  CA  92 


COLLEGE  DEGR 

BACHELOR'S  ■  MASTER'S  •  DOCTO 

For  Work.  Lile  and  Academic  Expert 

Earn  your  degree  thrc , 
convenient  home  sti 


(800)  423-3244  ex.  !" 
Fax:    (310)471-649** 

send  detailed  resume  lot  fme  f  MhIY 

Pacific  Western  Univerr*  lite 

600  N  Sepulveda  Blvd.  Los  Angeles,  CA9C  t  - 


FREE  VIDEO 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  work  /life  exp,  »Accred: 
(800)  955-8879  (24  hrs.) 

LaSalle  Universitt| 

Depl.  879.  Manderville,  LA  70470-4  i 


IE 


guild  your  busine: 

with  books  from  the  U.S.  Governrrr 


Whether  you're  interested  in  exporting,  sellin<i| 
to  the  Government,  accounting  and  taxation, 
patents  and  trademarks,  or  general  business  . 
you'll  find  the  best  the  Government  has  to 
offer  in  this  FREE  catalog  of  business  books 
available  for  sale  from  the  Superintendent  of 
Documents 

For  your  FREE  catalog,  write  to 
Free  Business  Catalog 
US  Government  Printing  Office 
Office  of  Marketing— Stop  SM 
Washington,  DC  2040! 
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PUBLICATIONS 


SPORTING  CLAYS 


-;; 
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isiness  in  Asia  requires  cul- 
al  understanding.  For  in- 

.'tisthtful  articles  and  reviews  of 
Trent  cross-cultural  books 

ier  1  ideas,  there  is  one  source. 

'9  bductory  subscription  rate  only  $36.00 

Jew  Asia  Review 


Jb 


EL 


M 


4  Wor/d  of  Books 
On 

ASIA 
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Bay  Street.  Westport.  CT  06880 
(203)  222-9734 


FORBES  BINDERS 


CASE 


:  YOUR  COPIES  OF  FORBES 

custom-made  cases 
lders  protect  your 

5   le  copies  from  dam- 
ley  hold  about  half  a 
issues.  Made  from  re 
id  board  covered  with 
fill  '-like  material  in 
He  is  hot-stamped 
I  Binders  have 
!  il  spring  mechanism 
snap-in  rods.  .     BINDER 

1-S8.95  3-S24.95  6-S45.95 
s:  1-S11.25  3-S31.85  6-S60.75 
FROM:  Jesse  Jones  Industries,  Dept  95  FB, 
St  Erie  Ave.,  Phila  .  PA  19134  Enclose 
address  (no  PO  Box)  &  payment  Add 
ier  unit  tor  P&H  Outside  Continental 
eluding  AK  &  HI)  $3.50  per  case/binder 
nds  only).  Pa  residents  add  7%  sales  tax 
card  orders  call  1-800-825-6690 
5).  Please  allow  4  to  6  weeks  for  delivery 
ction  Guaranteed. 


BECOME 
A  CERTIFIED 
HOT  SHOT  IN 
J0ST  3  DAYS. 

The  Remington  Shooting  School 
offers  the  finest  in  shotgun  instruc- 
tion on  sporting  clays.  NSCA  cer- 
tified instructors.  Basic  techniques 
to  advanced  tactics.  Gracious 
lodgings  in  New  York's  Mohawk 
Valley.  Com- 
plimentary 
shooting 
outfit,  and 
much 


For  a  free  information  kit 

and  a  schedule  of  classes, 

call  315  895-3574. 


EXECUTIVE  GIFTS 


Do  you            t 

PosturEvolution  could  be 

i 

the  solution 

A 

PosturEvolution  helps  retrain  your 

experience  .XW 

back  so  you  can  maintain  good 

posture  wherever  you  sit. 

•  Portable 

frequent  fl 

•  Rugged 

•  Supportive 

•  Compad 

back  pain     V 

PosturEvolution  transforms  your 

1 

choir  or  car  seal  into  a  foundation 

] 

for  proper  sitting.  Call  for  a  free 

or  fatigue?       I 

brochure. 

J 

PosturEvolution 

i 

800.392.0363 

FORBES  MARKET/CLASSIFIED 

To  spotlight  your  specialty  product  or 
ervice  to  an  affluent  proven  responsive 

executive  audience: 
RITE,  CALL  OR  FAX:  LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 
60  Fifth  Ave,  N.Y.  N.Y.  10011 
(212)620-2440 
(212)  620-2472  (FAX) 


REAL  ESTATE 


Prestigious  Nine  Bar  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located  Outside 
Houston,  Texas  •  Renowned  International  Reputation  •  Excellent  Highway  Frontage 
in  Houston's  Growth  Corridor  •  Meticulous  Attention  to  Detail  &  Amenities  •  Never 
Before  on  Market  •  Brochure  Available  •  Contact  Jennifer  L.H.  Myers 
Tel:  713*840*8853,  Tel:  713*870*8488,  Fax:  713*840*8854. 

A.L  Salley  Realty 
specializing  in  prestigious  farm  &  ranch  properties 


Obtain  Global 

Advantage  Through 

Innovation. 


"Knowledge  is 

power,  and  this 

book  supplies 

plenty  of  both     k  tfUQfai 

commodities."  f 

Byron  Sutton, 

President, 

World  Trade  Center 

Orlando 

Achieve  creative  problem  solving 
and  innovation  as  never  before! 

404  pages/illust.  •  $19.95  plus  shipping 
At  major  bookstores  or  call  to  order 

1-800-2-N-OVATE 

(1-800-266-8283) 


I 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds 

and  all  Precious  Gemstones. 

Free  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 

1-800-844-3100  or  FAX  502-338-9605 


Forbes: 
Capitalist 

Tool® 


RANCHES 


Colorado 

Mountain 

Ranch 

Just  24  miles  from  Mt.  Werner  Ski 
area  at  Steamboat  Springs  consist- 
ing of  1 8,000  ±  fee  owned  acres 
plus  adjoining  U.S.  Forest,  BLM 
and  Colorado  State  Leases  making 
a  good  cattle  operation.  Abundant 
reservoir  and  water  rights  supply- 
ing irrigation  for  the  meadows. 
Featuring  year  around  recreation. 
Lakes,  creeks,  and  streams  for  fish- 
ing; tree  cover,  mountain  views,  and 
secluded  areas.  Wildlife  consists 
of  elk,  deer,  antelope,  moose,  bear 
and  a  variety  of  bird  population. 
In  winter,  cross-country  skiing, 
and  snowmobiling  on  the  ranch  or 
downhill  skiing  close  by.  Priced  at 
just  over  $800  per  acre  this  ranch  is 
a  bargain  compared  to  other  land 
close  to  Colorado's  major  ski  areas. 

Offered  by 

Orr  Land  Company 

5040  Acoma  St.,  Denver,  CO  80215 
(303)295-1313  •  FAX  (303)  295-1256 


EXECUTIVE  GIFTS 


D  CARVED  MAHOGANY 


•  16"  lo  7T  models  ore  hond-  PACIFIC 
crofted  from  solid  moKogorr*  wirrl  m11Lc  "  *  1mm 
hondpomted  moriings  and  dr-toils  WOWS  liAMtt  MMDS 

•  Over  160  models  in  stod.  W  M 

•  Prxed  from  SW.50  MOSOWTWB 

•  Satisfaction  guaranteed  **&>  *•*  "•*  S*w 

mm.     «.«    OM    Mill  '**>*&  *"*  U  8SM 

Cat  1-800-950-9944  *?«w  —  » 


SPECIAL  ALERT: 


ii 


This  is  a  warning.  Use  extreme  caution 
when  handling  the  Fifth  Anniversar 


Forbes  FYI.  A  volatile  mixture  of  wisdom' 
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and  wit  distilled  from  over  forty  celebrated. 


contributors.  Contact  could  induce  painf 
spasms  of  laughter  or  possible  symptom 
of  persistent  introspection.  Exposure  i 
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this  special  edition  may  result  in  a  rasll 


of  product  sales.  If  swallowed,  call  Mart" 


i 


Shapiro  immediately  at  212-620-224* 


Expiration  date:  August  28,  1995. 


Contents: ;: 


John  Updike,  George  Bush,  Mike  Wallace,  Winston  "Gump"  Groom,  Joseph  Heller,  Paul  Theroux,  Carl  Sagan,  David  Tay 
auren  Hutton,  Roy  Blount,  Jr.,  Oscar  Milde,  Bob  Woodward,  Parnelli  Jones,  Ann  Landers,  Edmund  Morris,  A.G.  Russ 
Bruce  Jay  Friedman,  George  Plimpton,  John  Gregory  Dunne,  Don  Vivant,  Taki,  Coyote  Jack,  Liz  Smith,  William  F.  Buckley,  Jr.,  Bruce  McCall  and  othi    ibt 


i.farr 


t   , 


an,  tin 

ft  mir 

inn  i 
Ellis  C1 
«s  cai 
ften 


EDITED  BY  DERO  A.  SAUNDERS 


!l 


The  more  things  change. . ." 
fO  years  ago  in  Forbes 

?rom  the  issue  of  Sept.  1,  1925) 
There  are  only  a  few  investors  who 
;em  to  have  the  patience  and  the 
murage  to  resist  the  temptation  of 
lvesting  their  money  at  the  wrong 
me.  Thev  appear  to  think  that  if  one 
aits  before  investing,  worthwhile 
pportunities  will  surely  slip  by.  .  .  . 
he  investment  market  will  always  be 
ith  us,  and  new  opportunities  for 
ise  investment  come  along  just  as 
st  as  old  opportunities  disappear." 
-John  Moody 

e  latest  quarrel  between  the  an- 
racite  mine  owners  and  miners 
lerelv  confirms  the  conclusion  long 
nee  reached  by  unbiased  minds  that 
lis  is  the  worst-managed  industry  in 
le  U.S." 


>0  years  ago 

rom  the  issue  of  Sept.  1,  1935; 


irbes'  Sept.  1, 1935  cover  hailed 
S.  farming's  growing  mechanization. 


^n  the  post- 1932  era  more  than 
le  company  has  had  forcibly 
ought  home  to  it  the  fact  that  a 
ell -i mentioned  but  untrained  fore- 
an,  through  his  direct  contact  with  a 
oubled  [labor]  rank  and  file,  may  in 
e  minutes  do  more  harm  to  the 
jman  relations  and  public  relations 
his  employer  than  sincere  execu- 
tes can  undo  in  as  many  months 
■  years." 

>rbes  ■  August  28,  1995 


"Chrysler  deliveries  up  to  Aug.  3  of 
this  year  were  in  excess  of  the  number 
reported  for  the  entire  year  of 
1934.  .  .  .  Other  makes  which  already 
have  sold  in  greater  numbers  this  year 
than  for  the  whole  of  1934  include 
Dodge,  Oldsmobile,  Pontiac,  Ford, 
De  Soto  and  La  Salle." 

50  years  ago 

(From  the  issue  of  Sept.  1,  1945) 
"Wholesale  annihilation  of  controls 
is  under  way.  Congress,  responding 
to  public  demands,  is  sure  to  swing 
the  axe  on  emergency  agencies,  on 
binding  red  tape.  Senator  Byrd  .  .  . 
exhorts  Congress  to  slash  drastically 
the  home  total  of  3  million  and  for- 
eign total  of  500,000  Federal  civilian 
tax  eaters." 

"For  the  first  time  [the  public  has] 
had  a  chance  to  see  the  world's  big- 
gest airplane — the  flying  boat  devel- 
oped by  Howard  Hughes  at  his  Cul- 
ver Citv,  Calif,  plant.  The  Hughes 
H-4  has  a  wingspread  of  320  feet. 
Powered  with  eight  3,000-horsepow- 
er  engines.  .  .  .  the  overall  weight  of 
the  H-4  is  325,000  pounds." 

25  years  ago 

(  From  the  issue  of  Sept  1 ,  1970) 
"As  U.S.  automakers  gear  up  to 
produce  their  own  small  cars,  the 
need  to  retaliate  against  the  inroads 
of  small  foreign  cars  becomes  more 
urgent.  In  July  more  imports  than 
ever  before  were  sold  in  the  U.S., 
raising  their  market  share  to  15.6% 
from  12.5%  a  year  earlier.  The  Japa- 
nese second-ranked  Toyota  and 
third-ranked  Datsun  led  the  way  with 
78%  and  58%  increases,  while  leader 
Volkswagen  also  weighed  in  with  a 
21%  gain." 

"U.S.  bankers  keep  talking  about 
the  checkless  society.  Ireland  already 
is  one  step  ahead  of  them.  The  land  of 
the  leprechauns  has  become  the  bank- 
less  society.  On  Apr.  30,  as  a  result  of  a 
labor  dispute  .  .  .  even'  bank  in  the 


Lockheed's 
L-1011 

passenger  jet 
was  a  dicey 
item  in  1970. 


country,  except  the  branches  of  the 
Bank  of  America  and  the  First  Nation- 
al City,  locked  its  doors;  and  the 
bankless  society  was  born." 

10  years  ago 

(From  the  issue  of  Aug.  26,  1985) 


Georgia  Federal's  John  Zellars  got  rid  of 
moneyiosing  mortgages  without  any  loss. 


"Earlier  this  summer  Georgia  Fed- 
eral [savings  bank]  turned  its  money- 
losing,  or  underwater,  mortgages  into 
government-approved  securities  by 
having  them  certified  by  the  Federal 
Home  Loan  Mortgage  Corp.  (Fred- 
die Mac).  Then  it  set  up  a  separate 
financing  subsidiary  and  put  these 
mortgage-backed  securities  into 
trust.  After  that,  the  bank  .  .  .  raised 
S286  million  in  new  funds  for  it  by 
selling  bondlike  paper  known  as  Col- 
lateralized Mortgage  Obligations 
(cmos)  at  an  average  rate  of  10.71% 
against  the  collateral  in  the  trust.  .  .  . 
"The  result:  Georgia  Federal  has 
washed  its  hands  of  its  old  mortgages, 
although  it  has  not  technically  sold 
them.  No  sale  means,  for  accounting 
purposes,  no  loss." 

"Expect  little  immediate  help  for  the 
trade  deficit  from  die  dollar's  25%  (trade 
weighted)  slide  since  its  March  peak. 
The  dollar  must  drop  anodier  15%  or 
more,  back  to  1980-81  levels,  before 
there  will  be  any  significant  effect,  says 
ge's  Richard  Kaufman "  m 
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When  my  father  was 
outraged  by  some 
really  bad  violation 
of  business  ethics, 
he  would  brand  it 
"unconscionable. "  I  think 
it  is  appropriate  to  use 
that  word  to  describe  the 
present  situation  whereby 
a  corporate  employee  forfeits 
all  equity  of  time 
and  money  in  his  company's 
pension  plan  should  he 
leave  voluntarily,  be 
fired  or  the  company  go 
under.  .  .  .  That  is  not 
right.  It  is  heartening  to 
see  President  Nixon  pushing 
legislation  that  will 
safeguard  employees' 
contributions  in  cases  of 
bankruptcy  or  the  misuse 
of  funds.  I  hope  the 
measure  ultimately  will 
include  some  form  of  vested 
interest  in  benefits.  .  .  . 

-Malcolm  Forbes  (1970) 


A  Text  .  .  . 

Let  your  moderation  be 
known  unto  all  men. 
The  Lord  is  at  hand.  Be 
careful  for  nothing;  but 
in  every  thing  by  prayer 
and  supplication  with 
thanksgiving  let  your 
requests  be  made  known 
unto  God. 
-Philippians  4:5-6 


Sent  in  by  Leta  A.  Secor, 
Las  Lunas,  Calif. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


He  didn't  get  promoted, 
Blamed  it  on  his  luck; 

The  office  gossip  was 

"He  likes  to  pass  the  buck.' 

-Cecil  Baxter 

One  of  the  illusions  of  life 
is  that  the  present  hour  is 
not  the  critical,  decisive 
hour.  Write  it  on  your  heart 
that  every  day  is  the  best 
day  of  the  year. 
-Ralph  Waldo  Emerson 

Millions  long  for  immortality 
who  don't  know  what  to 
do  on  a  rainy  afternoon. 
-Susan  Frtz 

It  is  much  easier  in  many 
ways  for  me — and  for  other 
Presidents,  I  think,  who 
felt  the  same  way — when 
Congress  is  not  in  town. 
-John  F.  Kennedy 
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I've  learned  that  if  you 
want  to  get  even  with  someone 
at  camp,  you  rub  their 
underwear  with  poison  ivy. 
-1 1 -year-old's  discovery 

No  one  can  avoid  aging, 
but  aging  productively 
is  something  else. 
-Katharine  Graham 

Whoever  created  the  name 
"life  insurance"  had  to 
be  the  sales  genius  of 
all  time. 
-Robert  Hale 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


The  state  has  but  one  face 
for  me:  that  of  the  police. 
To  my  eyes,  all  of  the 
state's  ministries  have 
this  single  face,  and  I 
cannot  imagine  the  ministry 
of  culture  other  than  as  the 
police  of  culture,  with  its 
prefect  and  commissioners. 
-Jean  Dubuffet 

I  never  worry  about  action, 
but  only  about  inaction. 
-Winston  Churchill 

The  obligation  of  the  subjects 
to  the  sovereign  is 
understood  to  last  as  long, 
but  no  longer,  than  the  power 
lasteth  by  which  he  is  able 
to  protect  them. 
-THorns  Hobbes 

Only  the  poor  can  know  all 
the  disadvantages  of  poverty. 
Only  the  rich  can  know  all 
the  disadvantages  of  wealth. 
-Cullen  Hightovver 

If  brilliance  is  a 

human  plus, 
And  lack  thereof 

a  minus, 
Should  we  consider 

that  unfair, 
And  seek  to  redesign  us? 
-Art  Buck 

Any  woman  who  has  a  great 
deal  to  offer  the  world 
is  in  trouble. 
-Hazel  Scott 

> 

Thieves  respect  property. 
They  merely  wish  the 
property  to  become  their 
property  that  they  may 
more  perfectly  respect  it. 
-G.  K.  Chesterton 

When  the  Pilgrims  landed 
they  fell  on  their  knees 
and  then  they  fell  on 
the  aborigines. 
-Prescott  C.  Cleveland 
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YOU'D  SMILE  TOO  IF  YOU  JUST  CUT  YOUR 
NETWORK  PRINTER  COSTS  IN  HALF. 


Kyocera  offers  a  broad  range 
of  "cartridge-free"  printers: 

•  300  and  600  dpi 
•4, 10  and  18  ppm 

•  Internal  NIC 

■  Multi-protocol  support 

■  Modular  paper-handling 

•  Duplexing 

•  Energy  Star  compliant 

•  Small  footprint 


INTRODUCING  THE  NEXT  GENERATION 
OF  "CARTRIDGE-FREE"  PRINTERS 
FROM  KYOCERA. 

They're  incredibly  fast.  Advanced.  And  reliable. 
So  how  come  they  cost  50%  less  to  operate 
than  HP®and  Lexmark  "printers? 

Because  the  largest  printer  expense  isn't  the 
cost  of  the  printer  —  but  the  cost  of  all  those 
expensive  toner  cartridges  you  have  to  buy. 
i  ii'nTS    Kyocera*  printers  are  the  first  — 
[j^j^J    and  only  — laser  printers  with 
£555    long-life  imaging  components,  so 
you  never  have  to  replace  expensive  cartridges. 

"CARTRIDGE-FREE"  TECHNOLOGY 
REDUCES  PRINTING  COSTS  BY  50%. 

Over  time,  the  savings  can  be  enormous. 
One  printer  alone  could  save  you  $3,700*  the 


first  year.  Depending  on  your  network,  your 
savings  could  be  hundreds  of  thousands,  even 
millions  of  dollars. 

That's  not  all  you'll  save  with  Kyocera.  Our 
modular  paper-handling  options  give  you  the 
flexibility  to  upgrade  over  time,  as  you  need  it. 
You'll  even  save  space  with  our  extra  small 
footprint.  So  why  pay  more  for  the 
same  speed,  performance  and 
reliability? 

CALL  1-800-232-6797  FOR  A  FREE 
DEMO:  "HOW  TO  CUT  YOUR  PRINTER 
COSTS'.' ASKFORDEPT.  1006. 

Every  Kyocera  printer  is  backed  by  a  5  billion- 
dollar  company  that's  world-renowned  for 
service,  support  and  leading-edge  technology. 
Call  today.  And  soon  you'll  be  smiling,  too. 


Ed 


^  KyocERa 


OSYS 


•Based  on  duly  cycle  ol  20,000  pages  per  month  at  list  prices  Allow  4  weeks  delivery  for  the  demo  disk.  ©  1995  Kyocera  Electronics.  Inc  Kyocera  is  a  registered  trademark  ol  Kyocera  Corporation 
Energy  Star  does  not  represent  EPA  endorsements  ot  any  product  or  service  All  other  product  or  service  names  mentioned  herein  may  be  trademarks  or  registered  trademarks  ot  their  respective  owners. 
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Cal   No  23-221 


2u«TIV_JvJ  professionals  worldwide 
r  providing  industry  advice. 


Coopers  &  Lybrand  L.L.P. 


Not  Just  Knowledge.  Know  How. 


i250,000,000,000 

telecom  revenues  audited. 


In  a  time  when  there  is  more  opportunity 
than  capital,  you  need  the  experience 
and  expertise  of  Coopers  &  Lybrand. 
For  more  information,  please  contact  us  at 
(215)  963-8646  or  dgnospel@colybrand.com . 


CoODGrS  Coopers  &  Lybrand  L.L.R 

OtLyDrariU  a  professional  services  firm 


The   wo  rid    put 


Every  day  they  meet. 


Millions  of  investors  and 


more  than  2,600  companies 


from   around   the   world 


Generating  the  capital  that 
creates    vital    products, 


services  and  jobs,  and   a 


better  quality  of  life  for  all. 


This  is  the  New  York 


Stock  Exchange.  Home  to 
the  world's   leading  com- 


panies. Where   investors' 


interests  always  come 
first.  Where  more  capital 
is  raised  than  in  any  other 
equities  market.  And 
where  a  competitive 
auction    market   brings 


©  1995  New  York  Stock  Exchange,  Inc. 
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s    stock    in   us. 


together  buyers  and  sellers, 
enabling  each  to  get  the 
best  possible  price. 

Powered  by  the  most 
technologically  advanced 
trading  and  surveillance 
systems,  the  New  York  Stock 
Exchange  demands  that  every 
trade  occur  openly  and  fairly, 
with  equal  preference  to  all 
investors,  large  or  small. 

Integrity.  Liquidity. 
Technology.  Global  vision.  Just 
a  few  of  the  reasons  why  the 
world  puts  its  stock  in  us. 


THE  NEW  YORK  STOCK  EXCHANGE 
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PULL-DOWN  MENU 


It's  fashionable  to  bash 
America's  sales-driven  culture. 
But  while  intellectuals  fume, 
authors  and  publishers  who 
offer  a  helping  hand  make  a 
bundle.  Software  makers,  are 
you  listening? 
By  Rich  Karlgaard 

12 
17 

In  this  create-or-crash  age, 
hiring  star  talent  is  crucial — 
and  so  is  fast  action  when 
initial  promise  isn't  paying 
off.   By  Bill  Walsh 
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Comparing  Internet 
marketing  to  mass 
advertising  misses  the  point. 
The  Net  provides  direct 
marketing  with  the  kind  of 
focus  dreams  are  made  of. 
By  Andy  Kessler 
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To  get  the  most  out  of  our 
miraculous  machines,  we 
have  to  recognize  that 
human  determination,  not 
technology,  remains  the 
great  force  for  change. 
By  Virginia  L.  Postrel 
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Our  house 

curmudgeon  has 


9      9      5 

electronic  bond  between 

service  providers  and 

customers. 

By  Alice  LaPlante 
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tM*  cautionary 
^^^B^gJT   words  to 
business  barons  dreaming  of 
a  vast  new  customer 
base  on  the  World 
Wide  Web:  passivity, 
passivity,  passivity. 
By  Owen  Edwards 


Developing  a  fast  and 
effective  prototyping  culture 
has  become  the  key  to 
modern  success. 
By  Tom  Peters 

CASE  STUDIES 


SMALL  BUSINESS* 
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Mark  Eshman  and  Bra 
Levie  fled  California  to 

I I         I I  securities  oi 
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ce  in  rui 
Valley. 
Business  is  brisk  and  life 
good,  but  there's  a  hitch: 
Their  families  still  love  L 
By  Andy  Feinberg 
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IT  STRATEGIES 


Yes,  Microsoft's  long- 
awaited  wonder  OS  is  here, 
and  it's  loaded.  But  should 
you  plunge  in  now,  or 
wait  six  months? 
By  Jim  Forbes      JBrTy: 
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When  the  visionary  author 
encountered  an  early  form 
of  the  Internet  in  the  early 
'70s,  he  knew  it  had  the 
power  to  embrace  the  whole 
earth.    By  Owen  Edwards 
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Proprietary  mumbo  jumbo  is 
out;  sharing  your  company 
jewels  is  the  powerful  new 
approach  to  forging  an 


To  order  reprints:  call  (415]  802-d) 
fax  |415|  637-1987  (minimum  ordj 
500);  to  request  permission  to 
republish  an  article  call  (212)  6201 
or  fax  (212)  206-5126.  Reprints 
produced  by  others  are  not  authof 
Forbes  ASAP  is  a  federally  regista 
trademark.  Printed  in  USA. 
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Another  IRS  Insan" 
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A  five-year-old 

computer 
is  closer 
to  the 
state  of 
antiquity  . 
n  state  of  the  art.  But 
t's  how  long  the  taxman 
ts  for  depreciation.  Give 
i  break!  (Or  better  yet, 
k  Armey's  flat  tax.) 
Mark  Halper 
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Forbes  ASAFs  frequent  flier 
tags  along  with  Scott 
McNealy,  top  man  at  Sun 


BUSINESS 

remain.  Do  the 
tools  work?  And 
will  the  best  and 
the  brightest 
actually 
use  them? 
By  Jeffrey  Young 
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A  Road 
il 


Oracle's  main  man  in 
Manhattan,  Danny  Turano, 


)ing  business  on  the 
rernet  is  not  as  simple  as 


■ 

ouch 

to-eye  contact  with 
stomers.  But  the  potential 
huge.  Here's  help  for 
tting  a  well-shined  shoe  in 
e  door. 
lited  by  Michael  Wolff 
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Microsystems, 
as  he  logs 
32,000  miles 
and  seven 
countries  in  14 

days,  selling  his  "ass  off." 

By  Richard  Rapaport 


is  wired  big 

time.  Only 

when  he  sits 

too  far  back 

in  trendy 

restaurants 

does  he  risk 

losing  touch.  By  Jeffrey 

Young 
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echnology 


New  software  and 
hardware  promise  the 
power  of  10  to 
those  on  the  front 
lines  of  selling. 
Still,  some 
questions 


68 


After  going  to  the  mat 
with  the  Japanese  for 
Michigan  union  votes,  the 
administration's  trade 
negotiator  holds  forth  on 
leveling  the  playing  field  in 


high  technology. 
By  Gene  Koprowski 


What?  Your  company 
doesn't  have  a  home  page  on 
the  World  Wide  Web?  Now 


Jim  Clark,  founder 
of  Silicon 
Graphics,  and 
coverboy  Marc 

Andreessen  have  an  elegant 

Web  browser  called 

Netscape.  Sun's 

Bill  Joy  recently 

provided  the 

missing  link,  a 

language  called  Hotjava. 

The  combination  could  alter 

software  profoundly. 

By  George  Gilder 


Cover  photograph  by  Susan  Schilling 
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brought  to  you  by  new  Microsoft  Office 
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Where  Do  You  Want  To  Go  Today?  is  a  trademark  of.  Microsoft  Cor 
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Announcing  new  Microsoft"  Office  for  Windows"  95. 
Software  that  doesn't  hold  you  back.  Software  that  presents  fewer  obstacles. 

Five  integrated  applications,  one  entirely  new  approach  to  the  way  they  work. 

It's  not  merely  an  "upgrade!'  It's  not  just  about  new  features  and  new  buttons. 

It's  about  easier,  more  intuitive  access  to  capabilities  old  and  new. 

Software  that  speaks  your  language,  that  answers  your  questions. 

you  have  a  suite  of  productivity  programs  designed  to  take  advantage  of  Windows  95. 
Programs  that  let  you  focus  on  your  work,  not  on  your  software. 
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Forget  slides.  Forget  transparencies 
Forget  lifeless  presentations.  The 
world  of  presenting  has  changed 
forever.  And  Sharp,  the  leader  in 


mars  mi  3 


What's  more,  projecting  succe 
came  easily.  All  you  had  to  do  v 
create  it  on  your  computer,  plug  i 
to  one  of  our  projection  produi 
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LCD  technology,  is  showing  the  way.  It  all  starts  with  getting        and  you  were  done.  And  Sharp  has  LCD  panels  that  fit  in  y<  filer 

Yoi 
people's  attention.  And  from  the  beginning  they  will  know  this  is        briefcase,  projectors  for  a  conference  room,  or  portable  ur<  wrs, 

nlv « 

no  ordinary  presentation.  Jumping  from  the  screen  are  crisp,        for  easy  traveling.  Plus  we  have  local,  highly  trained  dealers- "a 
bright  full-color  images.  And  not  just  stills  but  exciting  full-        help  you  find  the  best  presentation  solutions.  Call  us 
motion  video.  Now  you've  got  their  eyes  engaged.  How  about        today  for  a  free  demo  and  the  free  video  "How  To  \ 


their  ears?  Wham!  An  earfull  of  sound  kicks  in  and  blows  them        Project  Success."  Then  watch  success  present  itse  L 


back  in  their  seats.  They've  never  experienced  anything  like  it 


CALL  1-800-BE-SHARP  (PRESS  9)  FOR    FREE   VIDE 
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©1995  Sharp  Electronics  Corporation.  Simulated  Screen  Image  LCD  Product  Group.  Sharp  Plaza.  Mahwah.  NJ  07430.  (201)  529-8731 .  Fax  (201)  529-9636. 
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Editor's    Letter 


rkarlgaard@mciraaiJ.com 


OTIVATION  INC. 

While  eggheads  have  long  bashed  America's  sales 

;ulture,  sales  motivation  publishing  has  coined  money. 

Software  suppliers,  pay  attention!  By  Rich  Karlgaard 


alespeople  drive  the  American  engine,  and  always 
have.  Intellectuals  have  always  hated  this.  Think 
of  Sinclair  Lewis's  Babbitt,  a  novel  written  in  1922 
about  a  backslapping  real  estate  salesman  in  a  medi-  ■ 
n-sized  American  city  (Cincinnati  was  the  model).  Babbitt 
dped  Lewis  win  the  Nobel  Prize  in  literature,  America's 
•st.  Many  forget  that  Lewis's  chief  booster  in  the  1920s 
as  H.L.  Mencken.  Now  celebrated  by  libertarians  and 
irmudgeons  for  his  diamond-edged  wit  applied  to  all 
ings  popular  and  politically  correct,  the  younger 
Mencken  poked  fun  at  American  '20s-style  "boosterism." 
e  even  coined  words — "Babbittry"  and  "Booboisie" — 
•  jrtraying  the  swell's  disdain  for  go-getters. 
In  1 949  came  Arthur  Miller's  Death  of  a  Salesman. 
[iller  won  a  Pulitzer. 

You  sense  the  point.  Lit.  history,  as  recorded  by  lit. 
vers,  holds  that  American  writers  achieved  legitimacy 
sly  when  they  started  lampooning  the  American  way  of 
;e — capitalism  and  sales,  chiefly. 

UT  THIS  IGNORES  A  DIFFERENT  literary  tradition,  the 
ain  one,  actually.  This  America  boasts  a  bountiful  treas- 
■e  of  motivational  sales  literature,  from  Napoleon  Hill's 
bink  and  Grow  Rich  to  Dale  Carnegie's  How  to  Win 
nends  and  Influence  People.  Interestingly,  these  two  books 
ew  out  of  the  same  Great  Depression  as  did  John  Stein- 
:ck's  Grapes  of  Wrath.  Think  of  Carnegie  and  Steinbeck 
i  flip  sides  of  the  same  economic  tragedy.  The  bleakly 
>cialistic  Steinbeck  won  the  Nobel  Prize  (naturally),  while 
arnegie  sold  more  copies  and  enriched  more  lives. 

The  outpouring  of  inspirational  books,  tapes  and  sem- 
ars  continues  today.  From  the  Utah  yoda  Stephen  Covey 

yahoo  optimist  Zig  Ziglar  to  lantern-jawed  firewalker 
ony  Robbins,  their  wares  sell  like  crazy.  Why?  Millions 

buyers  find  success  in  them. 

The  big  software  vendors  haven't  figured  this  out. 

'hey  should.  Talk  about  an  opportunity!  Work  the  math. 

rst,  consider  the  personal  computer  industry:  America 


boasts  70  million  PC  owners  and  the  numbers  grow  every 
day.  Then  look  at  the  sales/motivation  industry:  Add  up 
the  tapes,  books  and  seminars  and  you  get  some  $10  bil- 
lion a  year. 

Now  forces  are  pushing  these  two  industries  together. 
A  huge  market  awaits!  Take  freelance  knowledge  workers, 
the  country's  fastest-growing  segment.  When  self- 
employed,  you  discover  quickly  that  you  are  a  salesperson 
first  and  last.  To  paraphrase  Johnson,  nothing  concen- 
trates the  mind  (on  making  a  sale)  more  than  an  imminent 
mortgage  payment.  Companies  can't  downsize  forever, 
either.  Sooner  or  later  they  must  figure  out  how  to  grow 
the  top  line — i.e.,  sell  more  product. 

Like  THE  RELIGIOUS-BOOK  publishing  market,  the 
sales/motivation  market  shapes  American  character  while 
nourishing  vendors  and  consumers  alike.  Yet  it  is  totally 
missed  by  most  intellectuals  and  pundits. 

And  missed  by  software  companies,  too.  Too  hip  to 
care,  too  stuck  in  Cambridge,  evidently,  Lotus  has  missed 
the  boat  by  not  promoting  its  pathbreaking  Notes  as  a 
sales  tool.  Too  much  commercialism  for  the  Cambridge 
crowd?  Who  knows?  Let's  hope  IBM  doesn't  make  the 
same  mistake  with  Notes. 

Or  look  at  laptops.  Two  years  ago,  everyone  thought 
sales  of  subnotebook  PCs  and  PDAs  would  soar.  They 
didn't.  But  guess  what?  Big,  full-color  notebooks — tanks 
from  NEC,  Toshiba,  Zenith,  Compaq,  TI — have  boomed 
instead.  Why?  Salespeople  is  why.  Salespeople  need  big 
batteries  and  chip  zip  for  presentation  graphics,  color 
spreadsheets,  video.  Salespeople  have  deep  pockets  and 
even  longer  arms.  They  eagerly  snap  up  cell  phones, 
pagers,  portable  printers  and  anything  else  that  helps  them 
close  a  deal  and  earn  a  commission. 

Software  suppliers,  you're  letting  American  salespeople 
down!  Get  with  it!  Lose  your  academic  sneers,  your  SoHo 
smugness.  Take  off  your  Doc  Martens  and  wade  into  this 
booming  market.  You'll  profit  hugely.  ■ 
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.our  customer  data  has 
never  really  given  you  a  clear 
picture  of  your  customer. 
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Announcing  The  Open  Paralis 


Decision  support  is  one  promise  of 
information  technology  that  has 
never  been  fully  realized.  Its  aim 
is  to  help  you  uncover  trends 
hidden  in  your  databases,  so  you 
can  manage  information  to  satisfy 
customers  and  compete  more  vigorously 

Unfortunately,  there's  been  no 


practical  technology  to  make  large- 
scale  decision  support  possible. 
Companies  that  have  tried 
haven't  offered  much  beyond 
some  hardware  and  a  handshake. 
But  now,  Unisys  presents  the 
most  comprehensive  decision  support 
solution  in  the  industry.  It's  built  around 


the  Open  Parallel  Unisys  Server  (OPUS. 
a  joint  Unisys  and  Intel  initiative  in  s 
able  parallel  processing.  And  it  can  h( 
you  CUSTOMERIZE  your  organizati 
to  be  more  responsive  to  those  you  sei 
OPUS  breaks  through  the  barru 
that  have  kept  parallel  processing  frc 
being  commercially  practical.  It's  UN 
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lisys  Server  For  Decision  Support. 


based   for   openness, 

t"cl  7N      and  offers  unsurpassed 
^^y       database  independence, 
IvHTl      with  easy  growth  and 
•■jfication  portability. 

OPUS  supports  databases  from 
ifJe,  Red  Brick  and  other  leaders.  Plus, 
I  e's  already  a  portfolio  of  applications 


to  make  decision  support  an  instant 
reality  for  key  industries.  And  to  deliver  a 
complete  solution,  Unisys  is  deploying  a 
new  service  team  dedicated  to  decision 
support  consulting  and  implementation. 

UNiSYS 


To  receive  your  OPUS  informa- 
tion, contact  us  on  the  Internet  at 
http://www.unisys.com/adv  or  call 
1-800-874-8647,  ext.  219.  Because 
once  you  can  manage  information 
instead  of  just  process  data,  you'll  get  a 
clearer  picture  of  what's  really  important 
to  your  success-your  customer. 


Letters  to  ASAP 


Two-and-a-Half  Cheers 

The  June  5th  edition  may  be 
the  best  yet.  Congratulations! 
However,  reader  Jerry 
Tewell's  comments  (pub- 
lished in  that  issue)  are  on 
target.  Please  tone  down  the 
graphics.  They  are  distract- 
ing, and  it's  hard  to  tell  the 
difference  between  the  arti- 
cles and  the  ads. 
CHRIS  SMITH 
jcs@ix.netcom.com 

I  am  a  professor  of  manage- 
ment information  systems  at 
the  University  of  Alabama  in 
Birmingham.  I  would  like  to 
tell  you  that,  as  a  student  and 
now  as  an  educator,  I  have 
not  come  across  a  better  pub- 
lication, academic  or  practi- 
tioner-oriented, than  Forbes 
ASAP.  It  integrates  the  uses 
of  information  technology 
and  systems  to  solve  business- 
related  problems. 
SANJAY  SINGH 
Birmingham,  Ala. 

Romer  Rants  &  Raves 

Excellent  article  on  Paul 
Romer  ("Interview:  Paul 
Romer,"  June  5).  He 
describes  what  artists,  entre- 
preneurs, inventors  and 
visionaries  through  the  ages 
have  known  about  the  cre- 
ative potential  within  us. 
FRANCISCO  BECKRRA  II 
Coral  Gables,  Fla. 

Like  all  formalisms,  Romer's 
must  simplify  reality.  But  it  is 
important  to  be  aware  of  what 
his  model  does  not  take  into 
account.  He  believes  that 
R&D  spending  predicts  the 
rate  of  productivity  growth, 
likening  the  problem  to  gold 
mining:  "For  society  as  a 
whole,"  he  added,  "it  is  very 
clear  that  discovery —  whether 
of  gold  or  of  new  technolo- 
gy— is  a  function  of  how 
much  effort  we  put  into  it." 
That  is  not  the  case  for 
new  technologies.  Frontier 
technological  research  better 
resembles  the  search  for  a 
mineral  that  may  or  may  not 
exist,  and  that  may  or  may 


not  have  commercial  applica- 
tions. 

Entrepreneurs  don't  know 
how  much  the  public  will  pay 
for  multimedia,  or  interactive 
cable,  or  100  other  technolo- 
gies now  consuming  research 
dollars.  Great  discoveries, 
moreover,  may  or  may  not 
cost  a  great  deal 
of  society's 
effort.  Feline 
rodent  control 
represented  one 
of  the  world's 
great  technolog- 
ical break- 
throughs. The 
first  Egyptians 
to  domesticate  a 
cat  found  that  a 
small  outlay  of 
capital  (a  bowl 
of  milk)  and  a  modest  input 
of  labor  ("Here,  kitty,  kitty") 
yielded  enormous  returns. 
DAVID  P.  GOLDMAN 
Managing  Director  of 
Financial  Analytics  Structured 
Transactions 
Bear,  Stearns  &  Co. 
New  York,  N.Y. 

The  selection  of  these  partic- 
ular "gods"  that  Peter 
Robinson  urges  Romer  into 
membership  with  is  a  traves- 
ty. Where  is  Ludwig  Von 
Mises,  a  towering  economist 
of  free-market  philosophy? 
Or  Murray  Rothbard?  To 
credit  Milton  Friedman  as 
"this  century's  most  impor- 
tant advocate  of  free  markets" 
is  absolutely  absurd  when  the 
works  of  Von  Mises  are 
examined,  especially  his  mon- 
umental book,  Human  Action. 

Romer's  oversimplified 
views  need  much  more  clari- 
fication— especially  his  beliefs 
about  the  role  of  government 
in  the  economy  and  the  rela- 
tionship between  govern- 
ment, business  and  unions. 
Surely,  we  must  keep  the 
"discovery  channel"  open  and 
properly  nurtured.  The  real 
question  is  how  to  do  this  in 
view  of  politicians  of  both 
parties  [who  think]  that  tech- 
nology should  be  directed  by 


the  federal  government. 

Fact  is,  government  likes 
to  attack  achievement,  always 
going  after  the  most  success- 
ful firms  (Microsoft,  Exxon, 
IBM). 

And  what  of  the  impact  of 
tax  policies,  laws  that  subsi- 
dize consumption  but  not 
production? 
And  the 
avalanche  of 
hostile  regula- 
tions that  are  a 
stranglehold  on 
business  activi- 
ty? How  can 
the  kind  of  dri- 
ving discoveries 
that  Mr.  Romer 
seeks  be  possi- 
ble and  sus- 
tained over 
time  in  such  an  environment? 
New  growth  cannot  be 
ordered. 

GEORGE  G.  EDDY,  PH.D. 
gge@ismpo.bus.utexas.edu 

I  find  nothing  revolutionary 
about  Paul  Romer's  ideas. 
Like  most  economists,  Romer 
is  taking  obvious  business 
practices  and  transcribing 
them  into  irrelevant  econom- 
ic models. 
ANDREW  GUTMAN 
Teaneck,  N.J. 

Economist  Romer  claims  that 
some  sort  of  monopoly  is 
required  to  support  innova- 
tion. I'm  trying  to  understand 
what  agency  is  providing 
monopoly  powers  to  a  bacte- 
ria or  virus  that  mutates  into 
a  drug-resistant  form.  I'm 
trying  to  understand  what 
agency  is  providing  monopoly 
powers  to  a  squirrel  who, 
after  weeks  of  trying,  finally 
succeeds  in  getting  into  a 
"squirrel-resistant"  bird  feed- 
er and  empties  its  contents. 
Mother  Nature  provides 
abundant  examples  of  ramp- 
ant innovation.  It's  not  com- 
pletely clear  what  drives  these 
beasts,  but  it  isn't  the  hope 
for  a  monopoly. 
HENRY  BAKER 
hbaker@netcom.com 


The  fact  that  you  mention 
two  so-called  economists 
(Marx  and  Keynes)  as  gods 
(yuck),  and  ignored  my  god.l 
(Von  Mises,  Hans  Sennholz| 
etc.)  is  preposterous!  Please 
don't  send  me  any  more 
ASAP  magazines  with  my 
Forbes. 
A.J.  FOSTER 
Sparks,  Nev. 

You  state  Marx's  assertion 
that,  under  capitalism,  the 
rich  get  richer  and  the  poor  I 
get  poorer  is  "preposteroush 
incorrect,"  and  then  go  on  t 
state  that  "capitalism  has 
spread  wealth  throughout 
society.  Today's  worker 
drives  two  cars  and  spends 
$800  a  year  for  season  foot- 
ball tickets."  Who  is  this 
worker?  The  temp  worker 
without  health  care?  The 
migrant  farmworker  who 
makes  below-subsistence 
wages? 

DON  MACKEEN 
Chicago,  111. 

Romer  interviewer  Peter 
Robinson  is  suffering  from  a 
slight  case  of  Rip  Van 
Winkleism. 

Whatever  happened  to 
supply-side  economics  and 
Art  Laffer?  His  focus  on  eco 
nomics  through  dynamic 
analysis  of  how  people  and 
businesses  react  to  the  disin- 
centives of  high  tax  rates 
brought  tax  rates  down,  not 
only  in  the  U.S.,  but 
throughout  the  free  world 
during  the  1980s.  Laffer  may 
not  be  one  of  the  economic 
gods  to  worship,  but  he 
should  at  least  be  given  con- 
sideration as  an  archangel! 
TOM  NUGENT 
Carpinteria,  Calif. 

Meditation,  Not 
Inebriation 

Tom  Peters's  (facetious)  solu- 
tion to  the  problem  of  the 
new  wimpishness  in  America 
("The  Peters  Principles:  A 
Nation  of  Wimps,"  June  5) — 
the  return  of  the  three- 
martini  lunch — is  off  the 
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A  simple   statement  of  our  philosophy. 

I  how  we  go  about  business,  whether  you're  using  a  mainframe,  a  client/server  system,  or  a 
nbination  of  both.  We  want  to  make  your  goals  our  own.  So  we're  there  with  you,  not  just 
ivering  software,  but  helping  you  use  it  to  make  better,  faster  decisions.  Make  us  prove  it  — 
ser  all,  you're  the  client.  Call  us  at  1-800-290-7374,  extension  785,  or  reach  us  on  the 
ernet:  solutions@dbsoftware.com. 


Dun  &  Bradstreet  Software 


■JANC1ALS  HUMAN     RESOURCES 


MANUFACTURING 


DECISION     SUPPORT 


Letters,  cont'd 


Many  on-line 
users  have  no 
need  for 
Gilder's 
world  of 
speed.  I  think 
I'll  hang  on 

o  my  telco 

tocks. 


mark.  Neither  alcohol,  drugs 
nor  the  encouragement  from 
bosses  or  consultants  provides 
a  permanent  solution  to 
wimpishness,  which  is  at  its 
root  the  age-old  problem  of 
the  lack  of  self-confidence. 
Better  to  try  transcendental 
meditation. 
BARRY  TOBIAS 
Fairfield,  Iowa 

Out,  Out,  Technolout 

Owen  Edwards  asserts  that 
the  priests  of  the  "digitocra- 
cy"  are  holding  back  those 
with  the  big  ideas  ("Mores: 
First,  Let's  Kill  All  the 
Gatekeepers,"  June  5).  The 
solution,  he  says,  is  to  wait 
for  the  smart  software  that 
doesn't  require  the  nerds 
with  an  attitude.  He  seems  to 
have  lost  sight  of  the  fact  that 
this  new  technology  comes 
from  those  he  damns! 
KEVIN  DOWLING 
Carnegie  Mellon  University, 
The  Robotics  Institute 
Pittsburgh,  Pa. 
nivek@cmu.edu 

Three  cheers  for  Owen 
Edwards,  whose  timely  article 
contains  a  message  that  mer- 
its wide  distribution.  For 
every  smug  "Brice"  in  corpo- 
rate programming  there  are 
thousands  of  boorish  clones 


dominating  the  Internet.  But 
we  dumb  ones  are  learning, 
and  the  explosion  of  our 
numbers  will  eventually  bury 
these  technolouts  in  their 
own  cyberworld. 
ARTHUR  M.  HORST 
Reading,  Pa. 

Wired  Up 

George  Gilder's  recent  arti- 
cles state  that  high  bandwidth 
availability  is  needed  for  the 
world  of  computers  to  "ride 
an  exponential  rocket"  and, 
further,  to  "forget  wires, 
think  waves."  Barring  govern- 
ment restrictions  and  turf 
battles,  coaxial  cables,  fiber 
optics  and  microwaves  (alone 
or  combined)  can  now 
increase  two-wire,  14.4- kilo- 
hertz  capability  at  least  a 
thousandfold. 

Many  on-line  users,  how- 
ever, have  no  need  for  such 
speed.  Most  school  and  busi- 
ness office  requirements  are 
printer-speed-limited,  so  14.4 
kilohertz  is  plenty.  That's 
also  enough  for  individuals 
who  type-chat  on  the 
Internet  (or  whatever)  and 
can  easily  wait  five  or  10 ' 
minutes  to  download  an 
occasional  picture. 

At  the  other  extreme, 
interactive  CD-ROM  users 
would  love  the  high  band- 
widths. 

It  would  appear,  then,  that 
a  range  of  on-line  accessible 
bandwidths,  priced  according- 
ly, will  be  necessary  to  satisfy 
various  computer  users.  Since 
a  large  share  of  these  needs 
will  remain  at  the  low  end,  I 
think  I'll  hang  on  to  my  telco 
stocks. 

TIMOTHY  PEARSON 
Santa  Rosa,  Calif. 

Gilder  hit  at  the  heart  of 
technology-driven  competi- 
tion— discontinuous  change. 
It  always  happens:  The  indus- 
try leader  is  driven  by  main- 
taining the  current 
technology  while  the  attacker 
has  the  opportunity  to  rede- 
fine both  the  basis  of  compe- 
tition and  the  underlying  cost 
structure,  thereby  establishing 


a  sustainable  competitive 
advantage. 
DOUGLAS  WILSON 
d.wilson@lilly.com 

Telemedicine  Rx 

Regarding  Alice  LaPlante's 
article  on  telemedicine  ("A 
Virtual  ER,"  June  5),  there 
can  be  no  medical  reform 
until:  (1)  deregulation,  (2) 
there  are  no  more  tort  cases, 

(3)  patients  pay  for  the  bulk 
of  their  own  treatment  so 
they  become  active  pur- 
chasers of  their  services  and 

(4)  statistics  on  the  perfor- 
mance of  doctors  and  hospi- 
tals become  public 
knowledge. 

When  these  changes  take 
place,  we  can  create  an  elec- 
tronic network  of  physicians, 
organizations  and  midlevel 
practitioners  reaching  into 
every  home  electronically  to 
provide  services.  Fewer  physi- 
cians will  be  needed.  Medical 
services  will  be  a  cheap  and 
affordable  commodity,  like, 
for  instance,  PCs.  A  small 
number  of  very  specialized 
medical  centers  will  survive 
to  treat  people  with  severe 
illnesses. 

FA.  MORFESIS,  M.D. 
Harlan,  Ky. 

Microsofties 

Terrill  Hope's  complaint 
about  installing  OS/2 
("Letters  to  ASAP,"  June  5) 
tells  us  far  more  about 
Microsoft's  dominance  of  the 
operating  system  market  than 
about  the  virtues  of  Warp. 

Even  though  Windows  is 
as  hard  as  Warp  to  install 
properly,  it  doesn't  matter, 
because  consumers  don't 
install  it.  Microsoft  has  enlist- 
ed the  support  of  every  com- 
puter maker  in  America,  who 
guarantee  to  their  customers 
that  their  computer  will 
arrive  with  Windows  up  and 
running — and  who  will  sup- 
port it,  too. 

The  great  tragedy  is  that 
for  whatever  reason — fear  of 
Microsoft,  skepticism  of  IBM, 
stupidity  on  their  own  part — 
computer  makers  would 


rather  spend  a  year  talking 

about  vaporware  Windows  95 1 

than  offer  their  customers 

Warp. 

IRAELLMAN 

7460 1,1741  @compuserve.com 

Putting  His  Parts 
On-line 

Good  story  by  Andy  Kessler 
("In  Your  Face:  Trigger 
Their  Impulse,"  June  5). 

I  am  a  farm  implement 
dealer  and  have  been  wanting 
to  put  my  parts  and  whole- 
goods  inventory  on-line  for 
two  years.  With  an  inventory 
package  that  provides  a  pic- 
ture of  each  item  and  all  the 
information  that  goes  with  it, 
my  customers  could  browse 
through  our  products  24 
hours  a  day  from  all  over  the 
world.  That  means  more 
sales. 

But  my  company  leaves 
these  technological  decisions 
up  to  third-party  vendors 
who  don't  understand  our 
business.  My  suggestion:  Hire 
computer  people  who  keep 
up  with  the  changes.  They 
will  make  you  money. 

burke  Mccormick 
Cut  Bank,  Mont. 

Geek  Redux 

David  Van  Horn  needs  a  life 
("Letters  to  ASAP,"  June  5). 
I've  seen  code  written  by 
suits.  It's  spaghetti-ball  non- 
sense. I'm  a  geek,  and  proud 
of  it. 

FRED  DURHAM 
72652,2543@compuserve.com 


READERS! 


E-mail 

I  S09  4930 
CompuServe  73234, 2S0S 


Fax 

17   1917 

Snail 
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Your  customers  rarely  ask,  "How?"  They  just  want  to 
know,  "How  soon?"  Now  you  can  answer  with  a 
question  of  your  own,  "How  soon  do  you  need  it?" 
Because  now  UPS  offers  three  express  delivery 
options,  each  one  guaranteed!  Overnight  delivery 
by  10:30  a.m.  If  needed  earlier  there's  overnight 
by  8:30  a.m.  (8:00  a.m.  in  major  cities).  And  for  those 
increasingly  frequent  emergencies  that  can't  wait  until 
tomorrow,  there's  even  same-day  delivery.  Only  UPS 
offers  all  these  ways  to  keep  pace  with  the 
speed  of  business.  A  speed  measured  less 
by  miles  per  hour,  than  by  crises  per  hour. 

MOVING  at  the  SPEED  of  BUSINESS. 


For  overnight  delivery  by 
10:30  a.m.  and  8:30  a.m. 

«//l-800-PICK-UPS 

and  for  same-day  delivery 

call  1-800-451-4550. 


•Call  UPS  for  guarWee  and  time-in-transit  details. 
©1995  United  Parcel  Service  of  America,  Inc.  36  USC  380 
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genetic  mystery) 


Why  don't  men  ever  stop  to  ask  for  directions? 
(Perhaps  they  were  waiting  for  this.) 


Telepath   100  navigation  systems  -  an  affordable  navigation  tool  fully  integrated 
into  your  audio  system.  Using  memory  card  data  and  satellite  information,  it 
can  guide  people  directly  to  dieir  destinations.  At  least  half  the  world's  popula- 
tion should  be  interested  in  that.  For  information  call  1  -800-589-8979. 


DELCO 


A  HUGHES  ELECTRONICS  COMPANY 
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Game  Plan 


JIRE  LEARNING:  101 


you  have  a  gift  for  hiring  on  instinct,  use  it.  But  don't  be 
slow  about  correcting  your  mistakes.  By  Bill  Walsh 


rhis  spring,  at  the  San  Francisco  love  fest  that 
served  as  the  official  end  of  Joe  Montana's  career 
as  an  active  football  player,  ex-coach  John  Madden 
called  Montana  the  greatest  quarterback  ever  to 
y  the  game.  Such  sweeping  statements  in  sports  are 
But  as  Montana's  longtime  coach,  I'm  inclined  to 
ee.  However,  it's  worth  recalling  that  the  man  who. 
sed  his  way  to  four  Super  Bowl  victories  did  not  enter 
National  Football  League  on  the  shoulders  of  admir- 
loudly  predicting  his  dazzling  prospects.  Criticized  by 
jue  scouts  for  inconsistency  and  an  average  arm,  Mon- 
a  was  chosen  by  the  49ers  in  the  third  round  of  the 
9  draft.  Hardly  the  exalted  position  you  might  expect 
a  future  superstar. 
I'd  be  exaggerating  if  I  said  that  Montana's  tremendous 
omplishments  were  something  I  counted  on  from  the 
winning.  But  his  career  trajectory,  higher  and  more 
snomenal  than  anyone  could  have  projected,  was  less  a 
>py  accident  than  a  remarkably  successful  fulfillment  of 
:ulated  hopes.  The  hiring  process — possibly  the  single 
st  important  act  of  top  executives — can  have  all  the 
dictability  of  a  crap  shoot.  Still,  there  are  ways  to 
prove  your  odds  and  limit  the  risk. 
Of  course,  it  doesn't  take  a  genius  to  go  after  someone 
o's  already  compiled  a  record  of  success  somewhere 
£.  This  is  why  free  agency  has  changed  baseball  and 
itball  so  profoundly:  It  lets  coaches  and  managers  make 
ing  choices  that  seem  safer.  But  whether  the  prospect  is 
:ollege  star  or  a  proven  veteran,  statistics  never  matter 
much  as  the  immeasurables,  traits  like  intuition,  dedi- 
ion  and  resourcefulness.  Stars  on  one  team  can  turn 
rage  on  another,  so  a  track  record  is  no  guarantee. 
le  same  is  true  in  business.  In  our  free-agent  age,  job- 
pping  talent  sometimes  comes  up  against  the  Peter 
inciple  earlier  than  might  once  have  been  the  case. 
That  said,  three  fundamental  points  are  essential: 
Pay  attention  to  your  gut  feeling.  More  often  than  we 
y  like  to  admit,  first  impressions  can  be  trusted  (and 
i  times  when  they  turn  out  to  be  wrong  are  the  excep- 
>ns  that  prove  the  rule).  Someone  can  offer  a  formida- 
resume  and   an   impressive  list  of  references,  yet 


instinctively  you  know  he  or  she  isn't  what  your  organi- 
zation needs.  This  is  no  time  to  let  your  rational  mind 
overrule  your  inner  compass.  If  you  feel  better  about 
someone  with  a  less-than-spectacular  curriculum  vitae, 
take  a  chance.  You've  taken  a  calculated  risk,  and  the 
worst  that  can  happen  is  you'll  be  wrong.  The  best  is  that 
you'll  end  up  with  your  own  Joe  Montana  and  feel  bril- 
liant. 

•  Select  for  the  appropriate  strengths.  It's  a  human  failing  to 
be  drawn  to  people  who  remind  us  of  ourselves.  That's 
why  a  manager  often  will  hire  a  younger  version  of  her- 
self. This  may  be  reassuring  in  the  short  run.  But  good 
hiring  means  being  able  to  see  which  skills  are  required, 
then  recruiting  those  who  excel  where  you  can't.  This 
extends  to  the  hiring  of  technicians  who  may  not  be 
flashy  or  glamorous,  but  have  to  hit  the  ground  running. 
In  other  words,  you  can  always  train  a  promising  quar- 
terback, but  you  want  the  head  groundskeeper  to  know 
what  he's  doing  from  day  one.  Never  take  your  personnel 
director  for  granted.  A  couple  of  years  of  bad  hires  in  key 
low-profile  positions  can  spell  disaster. 

•  Know  when  to  give  up  on  someone  even  when  your  reputa- 
tion is  involved.  Especially  with  intuitive  hires,  you  may  be 
inclined  to  ignore  negative  signs.  But  from  the  moment 
you  hire  someone  you  have  to  be  able  to  change  your 
mind  without  worrying  about  how  it  looks  on  the  score- 
board of  office  politics.  In  one  NFL  draft,  I  had  a  strong 
instinct  that  three  players  were  going  to  be  top  perform- 
ers for  the  49ers.  One  worked  out  well  and  is  still  with 
the  team  today.  One  turned  out  to  have  a  problem  with 
steroids  that  he  (and  we)  couldn't  overcome.  And  one 
simply  lacked  the  competitive  zeal  a  good  pro  player 
needs.  Because  I  was  invested  in  being  right,  I  might  have 
stayed  with  these  last  two  longer  than  I  should  have. 

But  the  49ers  are  the  kind  of  team  that  allows  coach- 
es and  front-office  executives  room  to  re-evaluate,  and 
makes  the  timely  correcting  of  mistakes  a  high  priority. 
Allow  for  occasional  miscalculation,  and  move  rapidly 
when  you  decide  you've  been  mistaken.  In  organizations 
that  survive  and  prosper  these  days,  nonperformers  are 
quickly  history.  ■ 
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We're  bringing  together 

DSP  Solutions 
that  sound  good  to 
our  customers. 


And  theirs. 


In  high-growth  markets  like  wireless  communis  tin  i 
Texas  Instruments  is  offering  sound  ideas  inidiM 
Signal   Processing   Solutions.    In   fact,    oiwdiin 
Solutions  help  enable  breakthrough  features  tl 
vide  "noise-free"  digital  compression,  faster  1 
transmission  and  ultralow  power  consumption  ( 
ultimate  in  portable  communication. 

To  meet  the  never-ending  appetite  form, 
performance,  longer  battery  life  and  con  I 
evolving  digital  wireless  standards  like  IS-54 
and   PDC,   the   world's   leading   manufac 


"With  wireless  going  digital,  I 
we  needed  a  components || 
supplier  to  tak  us  jrom 
concept  to  volume  quiefefy" 


Bo  Hedfors, 

President  and  CEO,  Ericsson  Inc. 


-..  — ..^.^ i,  -  - 


;inue  to  turn  to  TI.  Because  our  DSP  Solutions 
1  map  will  take  them  to  their  next-generation 
lucts  and  beyond. 

Through  TI's  system-level  components  and 
sson's  system  design  expertise,  the  world's  first 
1-held  IS-54B  digital  cellular  phone  was  created  — 
weeks  ahead  of  schedule  and  six  months  ahead  of 
tstry  expectations.  Our  leadership  position  in  DSP 
tions  allows  our  partners  in  technology  to  follow 
ntegration  path  that  reduces  their  system  to  just  a 
chips,  substantially  lowering  costs.  Plus  our  global 


manufacturing  capability  assures  continuity  of  supply 
and  a  rapid  ramp  to  volume  in  your  fast-paced  market. 

From  wireless  communications  to  multimedia 
computing,  TI  DSP  Solutions  are  changing  the  way  we 
live,  learn,  work  and  play  Sounds  pretty  good,  doesn't  it. 

EXTENDING         YOUR         R    E   A  C   H~ 

^  Texas 
Instruments 


08-11:34 
©  1995  TI 


Breaking  Away 


THEIR  PRI 


One  year  ago,  these  two  modem  cowboy 
ditched  L.A.  to  live  in  Sun  Valley  year-rounc 
Each  thrives,  grossing  a  million  a  year  sellin 
high-yield  securities.  Just  one  problem:  Theii 
families  want  to  move  back.  By  Andy  Feinberj 
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THE  GOOD  NEWS  is  that  Jill  Eshman  has 
stopped  crying. 

The  bad  news?  She  still  loves  L.A. 

For  months  after  her  June  1994 
move  from  Los  Angeles  to  Sun  Val- 
ley, Idaho,  Jill,  33,  cried  almost  every 
day.  An  Encino  native,  she  didn't 
want  to  leave  her  parents,  her  friends, 
her  siblings,  her  part-time  law  job, 
her  life.  When  she  and  her  husband, 
Mark,  36,  made  an  exploratory  trip  to 
Sun  Valley  in  January  1994,  she  saw 
the  Ketchum,  Idaho,  road  sign  ("Pop. 
2,523")  and  freaked. 

"There's  no  way  in  hell,  honey," 
she  said.  "I  had  that  many  people  in 
my  high  school." 

But  Mark  sold  her  the  dream.  No 


longer  charmed  by  the  city's  earth- 
quakes, riots  and  carjackings,  he  wor- 
ried that  he  was  turning  into  a  paro- 
dy Angeleno.  "I'd  rush  and  fight  traf- 
fic to  get  to  yoga  class,"  he  says. 
"Then  I'd  rush  back.  Instead  of  feel- 
ing relaxed,  I  felt  absurd." 

He  convinced  Jill  that  the  move 
would  be  great  for  her  and  their  two 
daughters,  ages  5  and  3.  As  indeed  it 
may  turn  out  to  be. 

Someday. 

THE  BUSINESS  SIDE  of  the  move,  howev- 
er, has  gone  extraordinarily  well.  The 
Eshmans  moved  to  Sun  Valley  at  the 
same  time  as  their  casual  friends  the 
Levies.  Mark  Eshman  and  Brad  Levie, 


39,  each  generates  more  than  $1  mil 
lion  in  gross  commissions  as  brokers  i\  m\ 


imp.! 


Dabney  Resnick  Inc.,  a  95-person  Be- 
erly  Hills  firm  specializing  in  high-yiei 
and  distressed  securities.  (Retail  bnr 
kers,  such  as  Mark,  generally  take  honr, 
about  40%  of  their  commissioni 
Those  on  the  institutional  side,  lill 
Brad,  typically  take  home  about  20%.  j 

The  two  men  are  partners  in  tfal 
firm,  which  was  founded  by  refuga 
from  Drexel  Burnham  Lambert 
(Mark  put  in  eight  years  at  Drexe  j 
staying  "almost  until  the  bitter  end  i 
The  week  after  he  left  in  April  198'  [ 
Drexel  closed  the  retail  unit  where  r.  ( 
worked.) 

As  it  happened,  the  families  mad  t 
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VTE  IDAHO 
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:ir  relocation  decisions  independent- 

"I  wasn't  surprised  that  someone 
e  was  doing  it,"  says  Mark,  "but  it 
s  very  comforting."  Only  in  Sun 
lley  have  they  become  inseparable. 

Dabney  Resnick  initially  opposed 
;  move,  seeing  no  need  for  the  two 

kers  to  be  closer  to  elk.  "I  didn't 
ink  they  could  properly  service 
ents  from  an  outpost,"  says  the 
tnpany's  cofounder  Neil  Dabney.  "I 
jught  they'd  be  less  productive.  And 
vas  dead  wrong  on  both  counts." 

Dabney  Resnick's  1,200-square- 
at  Ketchum  office  (rent:  $2,000  a 
anth)  looks  a  lot  like  a  downsized 
rsion  of  the  Beverly  Hills  mother 
ip.  The  mauve  and  gray  carpeting 
identical,  as  is  the  dark  gray  Her- 
m  Miller  furniture.  Ditto  the  two 
oomberg  screens  on  each  broker's 
sk. 

The  view,  however,  is  different — 
d  astonishing.  The,  office  is  sur- 
unded  by  snow-covered  peaks,  with 
ild  Mountain  ("Baldy"  to  locals)  and 
e  forbidding  Smoky  Mountains — 
;s  verdant  than  the  Rockies — loom- 


ing less  than  a  mile  away.  Ketchum 
has  the  charm  of  a  real  town  rather 
than  a  gingerbread  resort.  Lining 
Main  Street  are  old  saloons,  ski  rental 
shops  and  the  108-year-old  red  brick 
Mercantile  building.  (Only  the  green 
Timberland  logo  on  the  south  side  is 
new.) 

Other  people  of  means  have  dis- 
covered the  spectacular  setting.  The 
local  phone  directory  has  six  listings 
under  the  name  McCaw  (yes,  the  real 
McCaws).  Among  those  owning 
homes  in  the  Eshmans'  neighborhood 
are  Arnold  Schwarzenegger  and 
Maria  Shriver,  Clint  Eastwood,  Steve 
Wynn  and  Richard  Zanuck. 

This  isn't  exactly  Randy  Weaver's 
private  Idaho. 

"THE  STRANGEST  THING  is  that  work  has 
hardly  changed  at  all,"  says  Levie, 
whose  institutional  clients  include  Mer- 
rill Lynch  and  the  Franklin  Templeton 
Funds.  He  and  Eshman,  who  handles 
mostly  entertainment  executives  and 
celebrities,  spend  almost  every  minute 
on  the  phone — just  as  they  did  in  Los 


Angeles.  They've  traded  Italian  suits  for 
jeans  and  flannel  shirts,  a  Porsche  and  a 
Lexus  for  Chevy  Suburbans,  but  the 
daily  grind  is  remarkably  similar. 

Technologically,  the  relationship 
with  Dabney  Resnick's  Los  Angeles 
office,  located  on  Rodeo  Drive  one 
block  south  of  Wilshire,  is  transpar- 
ent. Communication  is  virtually 
instantaneous  via  squawkbox  (they  lis- 
ten in  to  get  a  sense  of  how  the 


HILLS  BROTHERS  - 
Mark  Eshman  (left 
in  group  picture), 
Brad  Levie  and 
their  wives  Jill  and 
Nancy  have  traded 
Beverly  Hills  for 
the  high  country  of 
Sun  Valley,  but 
keep  clocks  on  the 
office  wall  set  to 
where  the  action 
is,  including  Dab- 
ney Resnick,  the 
mother  ship  in  LA 
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Find  out  why  Skadden  Arps,  one  of  the  world's  largest  law  firms,  trusted  Lawson  at  http://www.lawson.com  or  1-800-477-135 


Sure,  you  might  get  lucky.  On  the  other  hand, 
you've  got  a  lot  to  lose.  That's  why,  when  purchasing 
software,  you'd  better  know  exactly  what  you're 
getting  into. 

For  example,  Lawson  Software  supports 
all  the  leading  client/server  platforms.  So  no  matter 
what  hardware  system  you  move  to  next,  we'll 
be  running  on  it.  And  you  can  migrate  through 


technological  changes  and  upgrades  without  addi- 
tional licensing  fees. 

Finally,  twenty  years  of  experience  has 
resulted  in  some  pretty  amazing  functionality.  Ask 
our  users. 

Lawson  Software.  For  accounting,  human 
resources,  distribution  and  materials  management. 
We're  making  it  as  painless  as  possible. 


LAWSON 

Software 


THE  LAST  TIME  YOU'LL  CHANGE 
SOFTWARE  COMPANIES. 


arkets  are  trading),  speed-dial  and 

mail.  Brad  "attends"  the  daily 
orning  meeting  at  6:45  via  confer- 
lce  call.  (Both  men  say  the  extra  90 
linutes  of  sleep  they  get — the  result 
f  the  hour  time  difference  and  a 
iere  five-minute  commute — is  a 
ojor  dividend  of  relocation.) 

The  firm's  weekly  research  reports 
•e  downloaded  by  modem  and  faxed 
>  clients  who  need  quick  access.  Fast 
;tion  might  be  recommended.  The 
rm's  Research  Recommended  List 
as  up  61.1%  in  1991,  50.6%  in 
?92,  25.4%  in  1993,  down  8%  in 
994  and  up  16.4%  this  year  as  of 
lay.  (Distressed  securities  currently 
vored  by  Dabney  Resnick  include 
te  Anacomp  15s  of  2000 — but  not 
ie    stock — the    Levitz    Furniture 

5/8s  of  2003,  the  Western  Publish- 
g  7.65%  senior  notes  of  2002  and 
ederated  Department  Stores  stock.) 

To  Eshman  and  Levie,  proximity 

an  illusion.  Except  when  it  comes 
)  clients.  Most  of  Levie's  institu- 
onal  clients  are  in  New  York,  so 
/ery  six  weeks  he  heads  east  to  sell 
lem  on  deals.  He  also  returns  to  Los 
jigeles  monthly  (it's  a  two-plane, 
jur-hour  round  trip  door  to  door; 
300  coach)  to  schmooze  clients  and 
eal  with  the  reorganization  of  the 
irm's  institutional  business.  But  a 
■andful  of  clients  prefer  to  visit  him 
ri  Sun  Valley  and  join  him  in  skiing 
|r  fishing.  "It's  much  easier  to  get 
Last  Coast  clients  to  come  here  than 
a  get  them  to  fly  to  L.A.,"  Levie  says 
rith  a  grin. 

Keeping  clients  hasn't  been  a 
roblem  (neither  broker  has  suffered 

single  defection),  and  Eshman  says 
lie  move  has  sometimes  helped  him 


land  new  business.  "What  used  to 
separate  me  from  the  pack  in  L.A.," 
he  says,  "was  that  I  was  the  guy  with 
the  Hillcrest  Country  Club  member- 
ship. Now  I'm  the  guy  in  Sun  Valley. 
I  thought  it  would  be  a  negative,  but 
it's  turned  into  a  positive." 

Since  the  move,  Eshman's  produc- 
tion is  up  25%  while  Levie's,  after 
some  slow  going  during  the  battered 
bond  market  of  1994,  is  roughly  even 
(though  it's  picked  up  dramatically  in 
the  last  three  months). 

The  upshot:  After  requiring  the 
transplants  to  pay  their  $5,000 
monthly  overhead  out  of  their  own 
pockets,  Dabney  Resnick  began  pick- 
ing up  the  tab  in  April. 

EVEN  THOUGH  HE'S  WITHIN  spitting  dis- 
tance of  some  of  the  world's  best  skiing, 
Levie  hardly  ever  skis  during  the  week. 
Eshman  more  frequently  abandons  his 
post  for  an  hour  on  the  slopes — or  at 
least  he  did  before  rupturing  a  disk  last 
winter. 

After  work,  depending  on  the  sea- 
son, the  men  bike,  fish  for  rainbow 
trout,  hit  the  gym  or  go  snowshoeing 
with  the  dogs.  Next  winter  Levie 
plans  to  play  ice  hockey. 

"No  question,  the  adjustment  has 
been  easier  for  us  than  it  has  been  for 


our  families,"  says  Eshman.  Both  Jill 
Eshman  and  Brad's  wife  Nancy  are 
learning  to  cope,  however.  Jill  Esh- 
man skied  40  times  this  past  season 
and,  one  way  or  another,  managed  to 
exercise  every  day  (Nordic  skiing, 
roller  blading,  hiking,  the  gym,  yoga, 
whatever).  "My  body's  in  much  better 
shape  now,"  she  says. 

And  her  soul?  There  have  been 
some  benefits.  The  Eshmans  and 
Levies  swear  by  the  civility  of  small- 
town life.  "Seeing  people  you  know 
everywhere  is  like  being  back  on  a 
college  campus,  in  the  best  sense," 
says  Eshman.  The  problem  is  that  it 
is  small. 

When  the  Levies  took  their  two 
boys,  14  and  12,  to  Salt  Lake  City  to 
see  a  Utah  Jazz  basketball  game,  they 
were  stunned  by  the  reaction  of  Kyle, 
their  oldest. 

When  he  saw  Utah's  version  of 
urban  congestion,  a  beatific  smile 
appeared  on  his  face.  He  did  a  14- 
year-old's  update  on  Joseph  Smith: 
"Traffic.  Stop  lights.  Yes!!" 

Jill  Eshman  still  shares  this  longing 
for  bright  lights  and  the  big  city,  but 
is  searching  for  a  workable  approach 
to  paradise.  She's  studying  for  the 
Idaho  bar  and  discussing  a  job  with  a 
Los  Angeles  firm  working  on  financ- 
ing interactive  entertainment  projects. 

"If  Jill  doesn't  find  something  here 
that  gives  her  professional  satisfaction, 
she'll  want  us  to  move  back,"  Eshman 
says.  How  would  he  feel  about  leav- 
ing? "Right  now,  I'd  be  pretty  upset. 
After  all,  I  have  what  a  lot  of  people 
dream  of — an  urban  job  in  a  bucolic 
environment.  But  I'd  adjust." 

He  doesn't  sound  entirely  con- 
vinced. ■ 


The    Technology    They    Use 

Squawkbox  and  dedicated  phone  line — a  high-end  system  from  Teleconferencing  Technologies  Inc.,  $800  per  month. 

(They  plan  to  begin  using  a  PC-based  video  conferencing  system  next  year.) 

Motorola's  Codex  fiber-optic  data  line  connects  to  Wertheim  Schroder s  clearing  office  in  Los  Angeles,  then  to  Wertheims  New  York 

headquarters.  Client  accounts  are  automatically  updated  on  a  Data  General  terminal. 

Two  Bloomberg  terminals — $1,590  each  per  month. 

Two  Dell  486/100  PCs  with  1/2  gigabyte  hard  drives  and  17"  NEC  MultiSync  5FGe  monitors. 

One  Dell  486/66  for  a  full-time  sales  assistant. 

Printers:  HP  LaserJet  4  and  Okidata  Microline  590. 

Phones:  20  phone  lines  for  three-person  office.  Two  for  Bloomberg;  two  for  fax  machines;  two  for  trade  clearing;  one  for  squawkbox. 

Faxes:  Outgoing:  Panasonic  KX-F3000.  Incoming:  Savin  3670. 

Backup:  An  Iomega  tape  drive  backs  up  their  data  daily  at  10  p.m.  When  they  leave  each  night,  they  take  a  tape  with  them. 

When  they  go  to  Los  Angeles,  the  men  send  their  files  down  via  modem  and  then  send  them  back  at  the  end  of  the  trip. 
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Alan  Yamamoto  uses  his  cellular  phone  all  over  the  Hawaiian  islands. 
Which  he  finds  easier  than  trying  to  find  a  phone  booth  on  top  of  a  mountain. 


Do  you  find  technology  confusing?  You're  not  alone. 
That's  why  we  develop  products  and  services  that  can  actually  make  people's  lives  easie- 
A  fascinating  way  to  do  business,  don't  you  think? 
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Your  PC  is  obsolete  in  three  years.  Tell  that  to 
makes  you  wait  five  years  to  depreciate  it.   B 


Mark  Hauf  recalls  a  two-year 
stretch  when  his  previous 
employer,  a  large  telecommu- 
nications company,  barred  him  from 
buying  several  thousand  486-based  PCs 
for  his  IS  department.  Why?  The  386 
machines  they  were  meant  to  replace 
were  only  partway  through  their  five- 
year  tax  depreciation  cycle. 

The  bean  counter's  ban  meant 
Hauf  had  to  delay  modernizing  a  vast 
and  vital  customer-support  operation. 
HauPs  predicament  was  typical  of  one 
bedeviling  many  IS  executives  and 
financial  officers.  Although  federal  tax 
code  mandates  five-year  depreciation 
cycles  on  computer  hardware,  the 
technology  advances  far  more  rapidly. 
Under  current  tax  laws,  a  technol- 
ogy refresh  every  two  or  three  years 
can  mean  a  large  write-off  on  thou- 
sands of  PCs  that  have  not  complet- 
ed their  depreciation  term.  Result: 
serious  delays  of  new  technology  pur- 
chases intended  to  keep  a  company 
competitive.  "You  have  a  tax  accoun- 
tant driving  IS  policy,  and  that's 
bizarre,"  says  Hauf,  now  the  new 
chief  information  officer  at  UOP  Inc., 
a  $900  million  refining  and  petro- 


chemical technology  company  based 
in  Des  Plaines,  111. 

The  arrival  of  PC-driven  client/ 
server  computing  has  worsened  the 
situation.  As  PC  manufacturers  add 
splashy  new  features  to  their  new 
models  annually,  they  foster  a  percep- 
tion that  last  year's  model  is  obsolete. 
"The  PC  arena  has  changed  the  game 
dramatically,"  says  the  vice  president 
of  information  systems  at  a  national 
restaurant  chain. 

Mark  McManus,  a  senior  financial 
consultant  and  editor  in  chief  of  Com- 
puter Economics  in  Carlsbad,  Calif., 
agrees:  "It  has  gotten  to  the  point 
where  the  fair  market  value  of  a 
machine  after  two  to  three  years  is 
nearly  scrap." 


VI 


^arious  proposals  kicking  around 
Capitol  Hill  would  knock  down 
these  tax  barriers  by  permitting 
corporate  users  to  treat  capital  assets 
such  as  PCs  and  related  hardware  as 
"expense  items."  By  expensing  comput- 
ers, users  could  deduct  the  hardware's 
entire  purchase  value  from  corporate 
income  for  tax-reporting  purposes,  just 
as  they  do  for  pencils  and  paper  clips. 


the  taxman,  who  sti 
yMarkHalpe 

Earlier  this  summer,  Congressrri 
Dick  Armey  (R.,Texas)  reintroduced 
17%  flat-tax  proposal,  which  died 
Congress  last  year.  The  approach  woi< 
permit  expensing  all  capital  equipmei 
including  computers.  Senator  Sn 
Nunn's  (D.,  Ga.)  "U.S.A.  Tax,"  intit 
duced  April  25,  would  also  allil 
expensing  while  imposing  a  flat  tax . 
business  income  and  a  progressive-nr 
tax  on  individuals.  Sen.  Richard  Lu 
(R.,  Ind.)  national  sales  tax,  which  fon 
the  centerpiece  of  his  presidential 
would  also  permit  expensing. 

Although  a  computer  industry  lc 
bying  effort  could  well  be  expet 
ed,  no  concerted  effort  has  sa 
faced.     Spokespeople     for    Hewlei 
Packard   Co.,    Compaq   Corp.,    D»J 
Computer  Corp.  and  IBM,  for  instanol 
all  say  they  have  not  been  actively  pus  j 
ing  for  a  change  in  the  tax  code. 

Still,  American  ingenuity  prev; 
Officials  at  some  end-user  companii 
admit — anonymously,  of  course — d 
they  are  treating  their  computer  pui 
chases  as  expense  items.  That's  exao 
ly  what 'one  large  southeastern  dan 
newspaper    did    last   year   when 


26  FORBES  ASAP  AUGUST  28,  1  995 


AUGUST  28. 1995     FORBES  ASAP 


migrated  its  classified  ad  department's 
order-entry  program  from  an  IBM 
3081  mainframe  to  a  client/server 
system  based  on  an  HP  3000  mini- 
computer, according  to  a  former  pro- 
gramming manager  for  the  paper. 

As  part  of  a  technology  overhaul, 
the  company  purchased  486s  to 
replace  much  older  286 
machines  that  had  been 
accessing  the  mainframe 
using  a  3270  terminal 
emulation  program.  At 
the  time,  the  newspaper's 
financial  officers  had 
placed  a  $3,500  limit  on 
expense  items.  Because 
the  cost  of  a  486  had 
dropped  well  below  that, 
the  IS  officers  were  able 
to  expense  each  PC  sepa- 
rately. 

The  same  restaurant  IS 
vice  president  who  noted 
that  the  depreciation/real- 
ity gap  has  widened  with 
the  advent  of  client/server  computing 
says  his  company  also  resorted  to 
expensing  computer-related  hardware 
purchases — often  to  an  extreme.  His 
company  puts  a  cap  of  $600  on  items 
that  can  be  expensed.  He  managed  to 
circumvent  this  limitation  on  a  recent 
order  for  $60,000  in  network  adapter 
cards  by  expensing  each  card,  worth 
less  than  $200  apiece,  separately. 


Taggart  &  Hawkins  law  firm  in  San 
Francisco.  Criminal  charges  carrying 
the  possibility  of  jail  time  are  also 
possible,  although  criminal  intent  is 
difficult  to  prove  and  such  cases  are 
rare,  says  Jerry  Oppenheimer  of  the 
law  firm  Mayer  Brown  &  Piatt  in 
Washington,  D.C. 


Form  2          ARMEY-SHELBY  FLAT  TAX  FORM           1997 

Business  Name 

Employer  Id  Number 

Street  address 

County 

City.  Slate  and  ZIP  code 

Principal  Product 

1    Gross  revenue  from  sales 

2  Allowable  costs 

(a)  Purchases  of  goods,  services,  and  materials 

(b)  Wages,  salaries,  and  pensions 

(c)  Purchases  of  capital  equipment,  structures,  and  land 

3  Total  allowable  costs  (sum  of  lines  2(a);  2(b),  2(c) ) 

4   Taxable  income  (line  1  less  line  3) 

5    Tax  (17%  of  line  4) 

6    Carry-forward  from  1996 

7    Interest  on  carry-forward  (6%  of  line  6) 

8    Carry-forward  into  1997  (line  6  plus  line  7) 

9    Tax  due  (line  5  less  line  8.  if  positive) 

10  Carry-forward  to  1998  (line  8  less  line  5,  if  positive) 

S' 
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fho  could  argue?  The  IRS, 
unfortunately.  According  to 
federal  tax  officials  who 
requested  anonymity,  companies  that 
expense  computer  purchases  are 
breaching  the  law  unless  they  qualify 
for  exemptions  that  typically  apply  to 
small  businesses.  "I  don't  know  how 
they  can  do  that  within  the  code,"  sniffs 
one  IRS  official.  "It's  a  clear  violation  of 
the  depreciation  code,"  adds  another. 

Expensing  is  intended  for  office 
staples  and  is  permitted  for  any  item 
with  a  useful  life  of  less  than  a  year. 
Although  PCs  are  certainly  headed 
toward  "staple  status,"  today  any 
company  caught  expensing  computers 
in  violation  of  IRS  code  is  subject  to 
a  penalty  of  20%  of  their  payment 
shortfall,  plus  back  taxes  and  interest, 
says  tax  attorney  Karen  Hawkins  of 


C< 
_J 


A  SIMPLER  WAY   Dick  Armey's  17%  flat-tax  proposal  would  permit 
expensing  all  capital  equipment,  including  computers  (line  2c),  in  the  first  year. 

hould  you  go  for  it  and  expense 
your  PCs?  Tempting  though  it 
may  be,  remember  that  audits 
are  not  rare.  Some  of  the  country's 
largest  corporations  are  audited  on  a 
regular  basis',  while  smaller  ones  are 
audited  randomly,  an  IRS  spokes- 
woman says. 

Still,  you  might  slip  under  the  law. 
The  IRS  cuts  some  slack  to  small 
businesses — or  specifically  to  any 
business  with  a  small  capital  budget. 
Section  179  of  the  Internal  Revenue 
Code  permits  any  company  that 
spends  less  than  $200,000  annually 
on  equipment  purchases  to  expense 
$17,500  of  those  purchases.  On 
April  5,  the  House  of  Representatives 
passed  a  bill  that  would  phase  in  a 
doubling  of  the  expense  limit  under 
Section  179  to  $35,000  by  1999. 

Toward  a  similar  end,  the  Rev- 
enue Reconciliation  Act  of  1993 
shortened  the  depreciation  cycle  per- 
mitted for  shrink-wrapped  software  to 
three  years.  But  users  must  apply 
"straight  line"  depreciation,  meaning 
they  have  to  deduct  equal  amounts  in 
each  of  the  three  years.  "Accelerated" 
depreciation  for  the  longer  five-year 
hardware  cycles  permits  users  to  take 
larger  deductions  in  the  early  years.  A 


quarter  loaf  is  better  than  none. 

The  discord  between  the  tax  9 
and  the  technologist  continues  to  p 
vide  an  argument  for  corporate  user; 
lease    technology.    Because   of  ra 
obsolescence,  Wall  Street  Deli  decit 
1 8  months  ago  to  lease  new  equipm 
from   HP   rather   than   purchase 
machines.  The  move 
paid  off  for  the  Mempi 
company,  including  alle 
ating   the   company's 
obligations,  says  inforn 
tion  systems  director  St< 
Barrow.     The     comp2> 
leases  its  HP  9000  mi, 
computers   and   some 
PCs  and  20  laser  print 
from  HP.  The  equiprm 
is  spread  around  50  of  1 
chain's    125    stores,    a. 
Wall   Street  Deli   sper 
about  $18,000  a  monthi 
combined  36-month  han 
ware  and  60-month  so 
ware  leases,  Barrow  says  i 
Tax  attorney  Oppenheimer  I 
dons  that  leasing  "is  no  silver  build 
because  the  lessor,  who  retains  ow 
ership,  will  factor  his  own  tax  burdi 
into  the  lease  rate.  The  end  user  be> 
efits,  however,  by  not  having  to  fit 
a  buyer  or  a  use  for  a  computer  oni 
it  becomes  obsolete. 


ompanies  will  find  solace 
knowing  they  can  assign  shorn 
depreciation  terms  to  PCs  • 
their  general  financial  bookkeeping.  . 
many  corporations,  this  remains  sep 
rate  from  the  tax  books.  The  Securic 
and  Exchange  Commission  simp 
requires  depreciation  "to  be  represe' 
tative  of  the  useful  life  of  the  equi 
ment,"  says  SEC  Associate  Chi' 
Accountant  Jack  Albert. 

As  Congress  debates  changing  ti 
tax  code,  advocates  of  PC  expensi) 
will  need  to  prove  that  sweepii 
reforms  will  not  deprive  the  Treasu 
of  funds  for  mink  subsidies,  Amtr 
and  the  like.  Notes  tax  attorn" 
Oppenheimer:  "These  returns  ai 
massive,  the  issues  are  large  and  t 
dollars  are  very  large." 

In  other  words,  compelling  case  I 
not,  getting  faster  depreciation  | 
PCs  won't  be  easy. 
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"For  the  kind  of  presentations  I  do, 
I  need  sight,  sound  and  the  ability  to  fly. ' 


IBM  Solution  #43479 -J 


a.k.a.  "Built-in  CD-ROM  Drive' 


heard  that  old  saying,  "You 
take  it  with  you"?  Well,  it 
inly  doesn't  apply  to  the 
Pad  755CD.  Especially  in  light 
virtues:  lightning-fast  color 
lies,  16-bit  stereo  sound,  MIDI, 
less  audio  and  Sound  Blaster " 


'  486DX4  100MHz 
(Pentium"  upgradable) 

>  10.4"  TFT  color  screen 
with  65.536  colors 

>  Video  and  still -image 
capture 

'  Up  to  810MB'  HD 


Built-in  speakerphone. 
answering  machine 

•  Infrared  tile  transfer 
capability 

•  Integrated  144Kbps 
data/lax  modem 

•  Fax  ID#  1617 


FOR  DETAILS  ON  THINKPADS,  CALL  1  800  772-2227' 


support.  All  of  which  add  up  to  a  full- 
function,  multimedia,  powerhouse 
notebook  that  should  give  you  at 
least  one  less  thing  in  life  to  squawk 
about.  The  ThinkPad  755CD.  Just 
one  more  reason  why  there  is 
a  difference.'"  =  =.=.  r= 


I  diagonally  !MB=million  bytes  Accessible  capacity  vanes  IBM  and  ThinkPad  are  registered  trademarks  and  'There  is  a  difference"  is  a  trademark  ol  International  Business 
Corporation  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  ol  Iheir  respective  companies  'In  Canada,  call  I  800  465-7999  ©  1995  IBM  Corporation 


Wolff 


If  there's  more  fun  in  the  new  world,  there's  also  more  commerce: 
From  on-line  shopping  to  electronic  advertising,  the  Net  has 
opened  up  a  wide  variety  of  business  opportunities.  Companies 
are  posting  electronic  billboards  along  the  information  super- 
highway to  reach  a  new  community  of  sophisticated  customers. 


Across  the  Board 

alt. business. misc  Much  of 
the  business  here  begins  and 
ends  on  line,  with  advertise- 
ments for  temp  services,  im- 
port and  export  companies, 
and  other  providers  of 
goods  and  services.  Keep  an 
eye  out  for  discussions  of 
business  protocol  and  strate- 
gy for  the  on-line  market. 
/USENET 

Cyberbusiness  Message 
Board  What  about  cyber- 
business? Is  it  the  wave  of 
the  future  or  just  a  passing 
fad?  Contributors  tackle  the 
most  important  marketing 
and  advertising  issues  of  our 
computer  age.  /COMPU- 
SERVE—*go  usen— 'Messages 
—►Cyber  Business 
[15] 


an  index.  / INTERNET ->ftp 
ftp.std.com— »anonymous— ► 
<your  e-mail  address>— » 
/pub/ibb 


tions  and  publications  deal- 
ing with  cyberbusiness. 
SlNTERNET-*www  http:// 
www.tig.com/IBC/index. 
html 


Internet      Business 

Center  Articles  about 

doing  business  on  the 

Internet,  along  with 

comprehensive  lists  of 

I  Touch 

Netscape:  Cornpirter^  Mel  Hal11ey  ^  AgwKsUle,  p^  u^ 

Consul  l&nts . 


Location :  | http  //akebono  Stanford  edu/q 
Vnat'sNew'   I   Vhat' 


Internet  Business 
Book  This  is  an  ab- 
breviated on-line 
version  of  Jill 
Ellsworth's  Internet 
Business  Book,  which 
covers  the  assorted 
risks  and  rewards  of 
operating  a  business 
on  the  Internet.  It 
includes  a  full  table  of  con- 
tents, chapter  excerpts  and 


j  internet  Business^pnter 


□i 


Back 


Forward 


Home 


I   raiool  Up  |  Sei 

Announcement  Y< 

htrp  llwv  yahoo  co 


ivayjoon  Thanks' 
Computer^; 


ALLEN 

MARKETING 
GROUP,  INC. 


fur  w  offer  ilna  and  9 


il boa*  p«c«.  On  pubhc  •flam 


*  voir  ae*dj  id  iSm  vn  (totnc  Quo(3  done  Ttuca  req  on*  *****"'** 


*d&  tztaim  kaovtodgt  or  •  wxfj  of  ezmronmena ,  mcrodmt  eorrmmrnW  labor  nnxun ,  Old 
wxmaoni .  «nd  commaany  seme*  agama  Here ,  w»  offer  {rant  and  proposal  ▼mna; ,  as  vt D 
te  |**T"  f*  ■"■"^""■■'W  vnti  refurl  c  specific  twuM 


tions  devoted  to  on-line 
business,  the  Internet  Busi- 
ness Journal  has  an  advertis- 
ing FAQ,  as  well  as  other 
short  features  and  news  sto- 
ries intended  ton 
grease  the  skids  forr 
entrepreneurs  andi 
similarly  mindedl 
cybernauts.  /IN- 
TERN ET-*  gopher' 
gopher.cic.net— ►• 
Electronic  Serials—*4 
Alphabetic 
List— >  I— >  Internet 
Business  Journal 


omterto 

tphics.  The  present  link  ■ 


nopraphjes 


Vhat 's  Cool?  |      Havdboolc     |     Net  Starch    |  Net  Dn-tctory  |    Nevsgroups  | 


EXECUTIVE  SECRETARIAL 
SERVICES 


Welcome  to  the  Internet  Business 
Center! 


Wfc»flH«»M««<ieW5 


arial  Services 

in  center  in  Rochester,  NY  Our  prestigious  clients  include 
NuLrte  Energy  Management,  Chromagen,  SmirhKhne  Bee 
I.  Here's  vhv 


y  type  of  void  processing ,  enhanced  void  processing , 
Mis,  theses,  produced  in  a  variety  of  font  styles  and  format 
i,  retained  on  disk  for  future  revisions  and  updates 


Internet  Commercial  Use 
Strategies  One  of  the  bestt 
starting  points  for  anyone 
wishing  to  run  a  business  -, 
on  the  Net,  this  home 
page  links  to  dozens  ofr 
sites  focusing  on  such; 
topics  as  on-line  market- 
ing, electronic  adver- 
tising   and    corporate 
strategy.  / INTERNET -►• 
wwwhttp:  //pass. 
wayne.edu/business. 
html 


current  sites  and  services 
and  links  to  other  organiza- 


Internet  Business  Journal 

One  of  the  main  publica- 


www-buyinfo  Led  by  re- 
searchers at  AT&T,  the 
discussions  cover  topics 
relating  to  buying  ser- 
vices over  the  Net,  from  pri- 
vacy issues  to  potential  pay- 


I  Oik  ■ 
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"Now  that  I've  figured  out  what  we  need  for  our  network, 
I  could  use  a  hand  starting  it  up." 


IBM  Solution* 27645 -H 


PC  Server  Startup'' 


}'s  a  lot  more  to  getting  a  PC 
ork  up  and  running  than  just 
ring  it  into  "Drive"  and  taking 
»,  to  get  you  through  that  make-or- 
period-those  first  90  days-IBM 
ical  experts  are  at  your  beck  and 
Offering  you  24-hour  toll-free 
-  art.1  Helping  you  with  installation 


■  Toll-free,  7-day,  24-hour  support 
•  Supports  OS/2' LAN  Server, 

Banyan'  Vines' 

Novell '  NetWare,'  SCO '  UNIX  * 

and  Windows  NT" 


•  IBM  and  non-IBM 

components  and  adapters 

including:  3Com,'  Madge'," 

Proteon,"  Adaptec," 

SMC,"  Thomas-Conrad.' 

Intel'  and  BusLogic" 


»  Part  ol  IBM  HelpWare' 

FOR  DETAILS  ON  PC  SERVERS,  CALL  1  800  772-2227 


and  configuration  problems.  Even 
many  of  those  stemming  from  other 
vendor's  network  operating  systems 
and  network  adapters.  And  you  should 
feel  secure  knowing  you're  backed  by 
IBM's  3-year  warranty.2  PC  Server 
Startup.  One  more  reason  there  is  a 
difference."  ^ 


arranty  period  'Copies  ol  IBM's  Statement  of  Limited  Warranty  are  available  by  calling  1  800  772-2227  IBM.  OS/2  and  HelpWare  are  registered  trademarks  and  'There  is  a  dillerence"  is  a  trademark  ol  International 
Machines  Corporation  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  ot  their  respective  companies  'In  Canada,  call  1  800  465-7999  ©1995  IBM  Corporation. 


ment  schemes  (from  Digi- 
Cash  to  anonymous  credit 
cards).  There's  also  specula- 
tion about  the  range  of  con- 
sumer products  that  will  be 
available  to  Netters  in  the 
future.  /INTERNET-* email 
www-buyinfo-request@alle- 
gra.att.com  <&  Type  in  mes- 
sage body:  subscribe  www 
buyinfo<your  full  name> 

Cybermarketing 

Allen  Marketing  Group 
Home  Page  Marketing 
communications  firm  that 
provides     a     full 


range 


furnishes  basic  tips  for  the 
on-line  marketer.  /INTER- 
NET—*www  http://pass. 
wayne.edu/dosdonts.html 

Electronic  Billboards  on 
the  Digital  Superhighway 

Written  by  the  working 
group  on  Internet  advertis- 
ing, this  report  takes  the 
pulse  of  the  nation's  newest 
marketing  craze  and  makes 
some  predictions  about 
Madison  Avenue's  future. 
/  INTERNET...  ~*ftp  ftp. 
cni.org— ♦anonymous^ ► 
<your  e-mail  address>— » 
/CNI/projects/advertising 


Electrons  vs.  Paper  An  ar- 
ticle comparing  print  and 
electronic  advertising  rates, 
and  speculating  on  the  ef- 
fectiveness of  the  two  me- 
dia. /ENTERNET-nraw  http: 
//ibd. ar.com/Info/About. 
Electrons.vs.Paper.html 

Interactive  Marketing 
Alert  Rosalind  Resnick,  co- 
author of  The  Internet  Busi- 
ness Guide:  Riding  the  Infor- 
mation Superhighway  to 
Profit,  also  publishes  Inter- 
active Marketing  Alert,  a 
free  monthly  newsletter 
that  discusses  how  to  own 


Internet-Advertising 

FAQ  What  are  the  risks 
and  rewards  of  placing  an 
advertisement  on  line? 
Why  do  some  commercial 
services  jump  at  the  chance 
to  hawk  products  while 
others  watch  like  hawks  for 
the  slightest  hint  of  com- 
mercial behavior?  Answers 
to  these  questions  and 
more.  /lNTERNET-*gop/7er 
gopher.fonorola.net— ►In- 
ternet Business  Journal—* 
Internet  Advertising  FAQ 

Cyberservices 


of  interactive  market- 
ing services.  /INTER- 
NET->WWW  http:// 
www.trinet.com/ 
allen.html 

Discussions  of  On- 
Line       Marketing 

From  Internet  mar- 
keting facts  to  debates 
over  the  future  of 
credit  cards,  this  site 
serves  as  a  locus  for 
discussions  of  market- 
ing and  commerce  is- 
sues in  the  era  of 
cyberbusiness. 
Will  money 
eventually  be 
supplanted  by 
digital  currency? 
Perhaps.  Come 
here  and  find 
out.  /INTERNET 
-*www  http:// 
ibd.ar.com/lists/ 
FREE-MAR- 
KETS 


Netscape:  Hbout. Electrons. us. Paper.html 


Back 

Forward 

ft 

Home 

Reload 

Images 

Open 

Print 

Find 

Stop 

u 

Location 

|  http  //ibd.ar  com /Info /About  .Electrons,  vs.  Paper  html 

What's  New?  |   What's  Cool?  |       Handbook     |     Net  Search    |  Net  Directory!     Newsgroups  | 

BElectrons  -vs-  Paper: 


How  does  the  Internet  Differ  from  Current  Advertising 
Methods? 

Costs  of  Net  Presents  -vs-  Newspaper 

To  place  a  minimum  2  line  aid  in  the  classified  section  of  my  local  paper,  San  Jose  Mercury  News , 
cose  $4.89. 


A  local  computer  trade  magazine  toute  the  folloving  rates: 


Global  I  iiinnif-rrr  I  mi   rWIM  P«M 


Go      Bookmarks      Options      directory 


http://www.commefce.com/ 


|  Sutded  Tom   |  What'*  New    |    Qucihom    |     Net  Scaich      |  Net  Directoiy  j  Newiqioupi  | 


t$n 


V|  i"i|l/inch,  camera  ready  art,  or 
each  additional  word . 


Help 


Welcome ! 


Welcome  to  Global  Cosmert  e  Link'  Global  Commerce  Link  is  a  world-wide  network  service 
mat  provides  affordable  and  productive  market  comrourncahoas  and  electronic  commerce  service 
to  businesses  and  their  customers  around  the  comer  and  around  the  world 

IHU.hUIM.I.'IIUlU 


Information  lmk  provides  a  navigation  service  to  get  started,  find  and  use  network  resources  This 
is  provided  as  a  service  to  the  community  at  large  If  you  have  suggestions  or  comments  about 
GCL.  or  would  like  us  to  provide  hyperhnks  to  other  useful  information  sources  (including  yours), 
please  let  us  know  Also  feel  free  to  hnk  to  this  service 


j: 


The  Dos  and 
Don'ts  of  On- 
line Marketing 

Do  set  up  a  reg- 
istered e-mail  address. 
Don't  send  unsolicited  e- 
mail  to  potential  customers. 
Do  train  your  company 
personnel  to  understand 
the  nature  of  the  Net. 
Don't  announce  a  Web  site 
before  it  is  built.  And  do 
read  this  document,  which 


omsmsmm 

On  ii  I'll  — 


OossacmTEEiiia 

Ol I'll  — 

Ol 


J)! 

n'  t  kill  tree3 ,  or  deplete  the 


TV,  Print  Media,  or 


Alex  Hartley  and 
Associates  This 
group  specializes  in 
public  affairs  consult- 
ing services,  including 
grant  and  proposal 
writing  as  well  as 
campaign  manage- 
ment. Runs  seminars 
in  team  building, 
leadership  training, 
multicultural  aware- 
ness and  communica- 
tions skills.  /INTER- 
NET^WWW  http:// 
www.iquest.net/alex/ 
alex.html 


E 


and  operate 
a  small  busi- 


...—* gopher  gopher. cni. 
org— ►  Coalition  FTP 
Archives— ►Coalition  Work- 
ing Group  Documents 
(/CNI/wg.docs)-»Modern- 
ization  of  Scholarly  Publi- 
cation WG— » Advertising 
on  the  Internet  Project 


ness  in  cy- 
berspace. 
Features  in- 
clude suc- 
cess stories 
of  cyber- 
space com- 
panies, tips  on  how  to  get 
free  on-line  publicity,  and 
advice  on  designing  on-line 
business  cards.  /INTERNET-* 
email  majordomo@market- 
place.com  ts  Type  in  mes- 
sage body:  subscribe  cyber- 
biz-l<your  full  name> 


Executive  Secretarial 
Services  Full-service 
support  center  special- 
izing in  information 
processing,  transcrip- 
tion and  database 
management.  /INTERNET-* 
www  http://www.awa.com/ 
ess/ess. html 

Net  Demographics 

Internet  Statistics  and 
Demographics  Here  you'll 
find  maps  of  the  Net, 
World  Wide  Web  usage 
statistics  and  measure- 
ments of  on-line  popula- 
tions calculated  by  the 
Global  Network  Navigator. 
/  INTERNET-*  WWW 
http://www.yahoo.com/ 
Computers/In  ternet/Sta- 
tistics_and_Demographics  ■ 
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"On  the  road, 
I  need  plenty  of  room  to  work.' 


IBM  Solution* 89362 -K 


a.k.a.  "Full-size  Keyboard' 


years,  the  airlines  have  offered 
iness  class  for  your  body.  So  we 
ight  it  was  high  time  to  introduce 
iness  class  for  your  hands:  the 
IBM  ThinkPad"  701 C.  Just  lift 
lid  on  this  black  box  and  a  minor 
jcle  unfolds:  a  keyboard  that 


•9T(W)x7.9'(D)x1T(H) 
■  Weight:  4.5  pounds' 
'  Up  to  540MB'  hard  drive 
'  104"'  active-matrix  or 
dual-scan  color  screen 
'  ThinkPad  EasyServ" 


486DX4  75MHz  or  DX2  50MHz 

Inlrared  tile  transfer  capability 

•  144Kbps  data/lax  modem 

•  Built-in  speakerphone  and 

answering  machine 

•  Fax  ID#  1692 


FOR  DETAILS  ON  THINKPADS,  CALL  1  800  772-2227 


ingeniously  expands  to  full  size. 
Offering  you  a  higher  standard  of 
working  efficiency  and  comfort.  After 
all,  you  shouldn't  feel  cramped  when 
giving  a  performance.  The  ThinkPad 
701 C.  One  more  reason  why  there 
is  a  difference.'" —    — 


a  battery  E«cludes  external  disk  drive.  Weight  may  vary  !MB=milhon  bytes.  Accessible  capacity  varies  'Measured  diagonally  IBM  and  ThinkPad  are  registered  trademarks 
«re  is  a  diflerence'  and  ThinkPad  EasySery  are  trademarks  of  International  Business  Machines  Corporation  "In  Canada,  call  1  800  465-7999.  ©  1995  IBM  Corporation 


ADVERTISEMENT 


REVELATION 


"I  was  the  one  who  for  years  said, 
'No,  we're  not  buying  an  airplane.' 
But  it  really  has  made  a  difference. 
It's  literally  doubled  our  productivity." 

CFO 


'The  convenience  factor  is  unbelievable. 

The  pilots  will  wait  for  us  —  we  hope  they'll 

wait  for  us  —  if  a  meeting  goes  long. 

Try  that  on  the  airlines." 

CEO 


f 


"Nine-out-of-ten  people  we  bring  here  buy. 
You  can  talk  with  them  until  you're  blue  in 
the  face.  But  until  they  see  it,  feel  it,  touch 
it,  look  inside  it,  nothing  happens.  The 
airplane's  made  an  enormous  difference." 

Sales  Rep. 


FACE  to  FACE 

This  morning,  out  across  America,  tens  of  thousands 

of  aircraft  operated  by  thousands  of  companies  will  roll 

down  runways  or  lift  off  from  heliports 

in  the  pursuit  of  profit. 

Every  year,  they  fly  millions  of  their  employees  and 

customers  to  thousands  of  sites  -  safely,  on  their  own 

schedules,  in  an  office  environment,  out  of  earshot  and 

view  of  the  competition,  improving  productivity  and  sales, 

increasing  shareholder  value  and  saving  time  and  money, 

or  so  say  the  passengers. 

We'd  like  to  send  you  a  few  of  their  stories.  For  a  free 

copy  of  our  new  brochure,  or  for  more  information  about 

the  value  of  business  aircraft,  please  call: 

(800)  9-AVTATE 

-^    1 

mr  „n 


HEW   j^M 


a  joint  program  of  the  national  business  aircraft  association 
and  the  General  Aviation  Manufacturers  Association. 
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May    7:     Day    Eight,     Mala     Mala,     South    Africa    18,580     m  i  I  e  s  /  S  u  n     shares    at    41     3/8 


\t  a  youthful  40, 

un  Microsystems'  chief 

cott  McNealy  has  it  all. 

erious  wealth  from 

Dunder's  stock.  Beautiful 

fife,  first  child  on  the 

^ay.  He  even  plays 

cratch  golf  for  kicks.  So  why  is  McNealy  racing  around 

the  world,  "selling  my  ass  off,"  running 
scared?  The  answer  says  it  all  about 
doing  business  in  the  fast  and  global  '90s. 
By  Richard  Rapaport 


mday,  May  7:  Day  Eight,  Mala  Mala, 
5,580  miles/Sun  shares  at  41  3/8 

IHE  SOLENT)  OF  STRUGGLE  echoes  across  the  bushveldt 

as  the  sky  lightens  over  Mala  Mala,  the  vast  game 

preserve   in    South   Africa's   eastern   Transvaal. 

Imething  out  there  is  dying  as  three  dozen  sleepy  souls 

lerge  from  thatched  huts  to  gather  on  the  veranda  of 

da  Mala's  main  hall.  They  eat  biscuits,  drink  coffee, 

l,  a  discreet  brandy,  and  watch  the  clouds  turn  cop- 

with  the  sun. 
I  The  roar  of  lions  that  punctuated  the  unease  of  the  dark 
ican  night  gives  way  to  the  unnerving  territorial  boast- 
of  baboons.  The  scene  is  decidedlv  Darwinian  as  Land 


wh» 


ir 


v 


TM 


Rovers  wrait  in  the  compound  to  take  the  group,  employ- 
ees and  guests  of  Sun  Microsystems  Inc.,  to  observe 
Africa's  exotic  animals  living — and  dying — in  the  45,000- 
acre  reserve. 

The  safari's  host,  Scott  G.  McNealy,  Sun's  charismatic 
40-year-old  CEO,  president  and  chairman,  steps  into  the 
lead  car  wearing  shorts,  his  white  polo  shirt  with  Sun  logo 
and  his  indefatigable  smile.  McNealy  is  on  day  eight,  coun- 
try five  of  the  Sun  Microsystems  New  World  Tour  3 .  He 
is  taking  news  of  his  aggressive  technology  company  ($5.9 
billion  revenue,  S3. 61  earnings  per  share  and  $356  million 
net  income  for  fiscal  1995,  and  13,500  employees)  on  a 
road  trip  covering  seven  countries,  11  cities,  60  events,  18 
flights  and  32,000  miles  in  14  days. 

The  Mala  Mala  excursion  is  the  first  chance  McNealy 
has  had  to  relax  after  blitzing  Saudi  Arabia,  Israel,  Turkey 
and  Egypt.  But  even  here  in  the  African  bush,  he  cannot 
put  business  aside.  And  why  should  he?  He  is  the  manag- 
ing founder  of  a  company  that  established  the  workstation 
as  a  viable  computer  classification  and  that  today  is  one  of 
the  major  forces  both  in  the  open  Unix  operating  system 

The    Remains    Of   A   Rhino,  last  vestige  of  a 
Lions  Club  lunch,  provide  a  haunting  metaphor  for 
Scott  McNealy,  honcho  of  Sun  Microsystems,  as  he 
takes  a  South  African  safari  break  during  a  seven- 
country  sales  trip.  Mission:  to  keep  his  company 
healthy  in  a  global  market  packed  with  predators. 
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Sunday,     May    7  :     Day    Eight,     Mala     Mala,     South    Africa     18,580    miles/Sun    shares    a  :< 


and  the  on-line  phenomenon  known  as  the  Internet. 
Twenty-nine  when  he  became  Sun's  president,  McNealy  at 
40  is  at  once  a  young  man,  a  seasoned  executive  and  a  leg- 
end in  an  industry  where  peers  such  as  Apple's  John  Scul- 
ley,  Rod  Canion  of  Compaq  and  IBM's  John  Aker  are  cor- 
porate footnotes. 

How  has  McNealy  kept  his  job  all  these  years?  "I 
worked  my  ass  off,  hired  great  people,  paid  'em  well  and 
said  'no'  more  than  I  said  'yes.'"  In  recent  years,  McNealy 
has  also  traded  away  huge  chunks  of  Sun  stock.  Today  he 
controls  only  about  2%,  worth  more  than  $80  million,  yet 
he  casts  far  more  than  a  2%  shadow  over  Sun. 

With  Johannesburg,  Cape  Town,  Warsaw  and 
Moscow's  "Sunergy"  television  broadcast  looming  ahead 
during  the  next  five  days,  McNealy's  mind  never  strays  far 
from  Sun's  place  in  the  high-tech  food  chain.  Nor  from 
the  harsh  rule  that  the  fittest  survive. 

After  tracking  a  herd  of  impala,  the  group  is  alerted  by 
radio  to  the  presence  of  a  lion  nearby.  Within  minutes, 

DUSK    In    MALA    MALA   brings  a  giraffe  sighting, 
and  with  it  the  last  relaxing  moments  for  McNealy. 
Perhaps  to  prep  himself  for  his  hunt  for  new  mar- 
kets, he  hefts  a  guide  s  rifle  on  the  non-shooting 
expedition  and  later  meets  his  evening  meal. 
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Land  Rovers  converge  <! 
termite  hill  with  a  mag 
cent  young  male  lion  sii 
regally  upon  it.  When 
lion  vanishes  into  the  b 
McNealy's  group  drives  o 
the  site  of  recent  carr 
where,  days  before,  a  rhii 
eros  was  brought  dowr 
lions.    Now   there    is 
remaining  but  flies,  a  < 
ernous    rib    cage,    a    r 
attached  to  a  single  leg 
an  overpowering  stench. 
John  Gage,  Sun's  chief! 
entist,  quotes  a  favorite  McNealy  aphorism,  twistin 
around  in  the  process.  "Get  it  right,  John,"  McNealy  s 
"It's  'eat  lunch  or  be  lunch.'"  Then  he  points  to  the  rhi 
remains.  "And  this,"  he  says  darkly,  "was  lunch." 

FROM  THE  FOUNDING  OF  SUN  Microsystems  in  1( 
the  prospect  of  being  someone  else's  lunch  has  drr 
McNealy.  It  is  a  point  he  makes  often  as  we  talk  c 
ing  hours  on  board  jets  transporting  the  Sun  World  T 
from  city  to  city. 

He  speaks,  for  example,  of  the  struggle  with  Apollo, 
now-defunct  East  Coast  workstation  pioneer,  as  well  as 
1984  corporate  shuffle  that  led  to  the  retirement  of  Si 
original  president,  Vinod  Khosla,  and  to  McNealy's  access 
to  the  post.  In  both  cases,  Sun's  corporate  chestnuts  w 
pulled  from  the  fire  by  last-minute  red-eye  flights 
McNealy,  who  refused  to  accept,  in  the  first  case,  the 
of  a  key  Apollo  contract  with  ComputerVision  (a  prodi 
of  CADD  for  Apollo),  and,  in  the  second,  the  terminal 
of  a  $20  million  investment  by  Eastman  Kodak. 

The  Kodak  episode  was  a  critical  turning  point  for 
two-year-old  company,  which  had  $40  million  in  rever 
It  would  set  Sun's  valuation  at  approximately  $280  mill 
and,  according  to  McNealy,  "give  us  two  years"  in  whlj 
to  get  the  company  in  shape  to  go  public.  It  was  also  a 
moment  in  Scott  McNealy's  life. 

McNealy's  dramatic  appearance  in  Rochester,  N.Y., 
to  the  reinstatement  of  the  Kodak  investment.  The  cor 
tion,  however,  was  that  McNealy,  the  29-year-old  head 
manufacturing,  take  over  as^ 
president.  At  that  point, 
McNealy  had  to  decide  if  it 
was  in  his  blood  to  run  a 
fast-growing  technology 
company.  Money  was  not  a 
factor.  "I  had  enough 
money,"  McNealy  admits, 
"a  couple  of  million  more 
than  I  needed."  Nor  did  he 
lack  confidence.  The  son  of 
a  vice  chairman  of  Ameri- 
can Motors,  McNealy  also 
had  the  pedigree.  "There  is 
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^reaching   The   Gospel 

network  computing  with 
un  workstations  and  servers 
j  as  the  main  business  of  the 
aUn  ton?:  In  Israel,  a  long- 
me  IBM  stronghold, 
tcNealy  does  his  missionary 
ork  at  a  crowded  lunch  at 
<,>e  Tel  Aviv  Hilton. 


)  question  I  was  born  and  bred  to  do  what  I  do." 
Scion  of  Detroit  Iron,  graduate  of  Cranbrook  Schools, 
arvard  University  and  Stanford's  graduate  business 
hool,  a  championship  tennis  player,  superb  golfer  and 
pekey  player,  McNealy  had  all  of  the  establishment- 
'Othing  attributes  missing  in  the  Birkenstock-shod  Cali- 
rnia  computer  geniuses  who  created  the  Sun  workstation. 
But  was  leadership  something  McNealy  would  truly 
>mmit  to?  "My  dad  always  wanted  to  be  CEO,"  McNealy 
ys,  "but  I  thought  I'd  have  a  little  machine 
op."  McNealy  wasn't  sure  he  really  wanted  to 
ark  that  hard.  "No  boats,  no  second  homes.  I 
>n't  collect  art,"  he  explains  during  one  flight.  "I 
>n't  need  to  do  what  I'm  doing.  I  never  have." 
Agreeing  to  become  president  "out  of  a  sense 
loyalty,"  McNealy  brought  with  him  a  savvy 
ined  on  a  Detroit  assembly  line  and  a  fierce 
ortsman's  competitiveness  that  helped  define 
n's  management  style.   It  is   a   mode   that 
chews  the  trappings  of  high  corporate  office — 
ere  are  no  assigned  parking  spaces  at  Sun — and  trans 
:es  into  a  culture  that  delights  in  a  good  scrap,  either 


• 


parts  shortages,  fulfillment  problems,  and  support  and  bud- 
geting headaches.  In  early  1991  McNealy  stepped  in  deci- 
sively to  restructure  the  then-$2.5  billion  company. 

McNealy  went  back  to  the  drawing  board,  emerging 
with  a  plan  to  reorganize  Sun  into  five  "decoupled  but 
highly  aligned"  companies.  The  next  several  years  saw 
considerable  internal  opposition.  "There  was  a  lot  of  resis- 
tance," McNealy  admits,  "but  I'm  half  German;  I  outlast- 
ed everybody."  The  result  is  a  flattened  corporate  struc- 
ture that,  McNealy 
suggests,  offers  a 
blueprint  for  tech- 
nology companies, 
the  structure  "that 
IBM  is  on  a  15-  to 
20-year  journey  to 
becoming." 

Throughout    the 
tour,  McNealy  will 
evangelize  for  open 
systems  and  nonhierarchical  corporate  structures.  He  will 
also  bash  Microsoft  Corp.  as  the  antithesis  of  all  he 


To  a  reluctant  Israeli 
banker,  McNealy  says, 
"Soon,  even  your  busi- 
ness will  move  aggres- 
sively from  mainframes 
to  the  network." 
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ith  competitors  or  within  an  organization  that  celebrates  believes  in.  "Microsoft  is  doing  the  right  thing  for  its 

ssent  over  consensus.  As  McNealy  suggests,  "If  you  wait  shareholders,  not  for  the  planet"  is  a  line  he  will  repeat 

r  even,'  last  person  to  figure  it  out,  your  competition  often,  indicting  Bill  Gates's  company  as  the  exemplar  of 

ready  has."  closed,  oppressive,  uncool,  proprietary,  totalitarian  tech- 

In  the  late  '80s  and  early  '90s,  Sun  was  plagued  with  nology. 
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Tuesday,   May  2:  Day  Four,  Tel   Aviv 
9,790  miles/Sun  shares  at  39  1/2 

TOMORROW  IS  ISRAEL'S  Independence  Day,  and 
beyond  the  Tel  Aviv  Hilton,  over  the  Mediter- 
ranean, four  F-16  jets  are  practicing  aerobatics, 
thundering  across  the  beach  in  tight  formation  before 
shooting  up  into  the  sky  like  Roman  candles. 

Inside,  in  one  of  the  hotel  conference  rooms,  fireworks 
of  another  sort  seem  about  to  go  off  as  an  executive  of  the 
Israeli  Discount  Bank  balks  at  McNealy's  post-mainframe 
vision  of  the  computing  future.  As  McNealy  sees  it,  bank 
functions  will  ultimately  move  onto  client/servers,  with 
encrypted  data  flowing  easily  across  the  Internet.  "I  am 
convinced,"  McNealy  says,  "that 
financial  services  will  move  aggres- 
sively from  mainframes  to  the  net- 
work." 

The  banker  is  not  buying.  "I 
doubt  if  a  bank  would  rely  on  the 
Internet  the  way  it  is  today,"  he 
says,  and  tells  McNealy  he's 
"thrilled  to  death"  with  his  Unisys 
mainframe. 

"I'm  not  looking  for  a  fight," 
McNealy  shrugs,  flashing  his  dis- 
arming grin.  Then,  undeterred,  he 
launches  into  a  description  of  how 
Sun  is  running  its  entire  business 
on  workstations  and  client/server 
computers.  "We  fly  our  own  com- 
puters," McNealy  notes,  a  theme 
he  will  sound  throughout  the  trip. 

This  year's  Sun  World  Tour 
was  put  together  to  push  Sun's  computer  manufacturing 
division  and  to  sell  Sun  workstations  and  servers  and  net- 
work computing  to  end  users.  McNealy  is  in  Israel  to  talk 
with  current  and  potential  customers  like  Bezek  (the  Israeli 
telephone  company),  the  Ministry  of  Communications  and 
Ministry'  of  Industry  and  Trade,  as  well  as  private  compa- 
nies. Most  of  the  meetings  go  far  better  than  the  one  with 
the  recalcitrant  banker. 

Israel  is  a  technology  leader,  and  though  a  longtime 
IBM  stronghold,  has  balanced  its  mainframe  bias  with 
numerous  and  younger  client/server  converts.  One  is  Ben- 
zion  "Benny"  Landa,  48-year-old  founder,  chairman  and 
CEO  of  Indigo,  a  Dutch  company  with  wholly  owned  sub- 


sidiaries in  Israel  and  the  United  States  that  use  a  di£ 
offset  printing  process  capable  of  customizing  press  run 
unprecedented  specificity. 

One  of  Israel's  richest  men,  Landa  played  a  part  in 
talks  with  Jordan  that  led  to  the  historic  1994  peace  agi 
ment.  (In  fact,  he  provided  his  yacht  as  a  meeting  place 
negotiators.)  Landa's  printers  use  Sun  SPARC  mic 
processors,  and  McNealy  would  like  to  use  a  late-ni 
get-together  to  bring  Indigo's  internal  computing  onto  ! 
platforms  as  well.  The  meeting  begins  with  some  frien 
competitive  CEO-to-CEO  sniffing  around. 

"What  is  your  revenue  right  now?"  McNealy  a: 
When  Landa  tells  him,  McNealy  makes  a  quick  calci 
tion.  "So  you're  1 5  times  revenue,"  he  muses.  "If  we  w* 
Sun  stock  would  be  $900  inst 
of  $35.  We'd  have  picked  you 
in  our  corporate  747."  The  me 
ing  ends  around  1 1  p.m.  McNt 
heads  for  the  hors  d'oeuvi 
which  will  be  the  last  food  h 
eat  in  Israel. 

At  a   packed   noontime   pr 
conference    the    following   d\ 
McNealy  does  some  image-bu 
ing  by  presenting  a  $5,999  Nt 
server  to  Hebrew  University*' 
establish   a   World   Wide   VV 
SunSITE.  This  is  a  way  to  lev 
age    Sun's    origins    (Sun    is 
acronym  for  Stanford  Univen 
Network),     maintain    its    sa 
advantage  in  academic  works, 
tions  and  reinforce  Sun's  repu 
tion  as  the  coolest  company  in 
world  of  academic  hacking. 

At  a  luncheon  at  the  Hilton,  McNealy  gives  the  "N 
work  Is  the  Computer"  presentation  he  will  hone  throuj  |l0 
out  the  trip.  He  begins  in  brash  fashion  by  announcing, 
the  audience,  "I'm  told  you  don't  get  to  eat  until  lj 
done... bummer... I'll  just  talk  to  you  for  three  hours."  11 
laughter  is  both  appreciative  and,  for  the  hungry,  sligr 
nervous. 

McNealy  then  spends  20  minutes  detailing  his  the< 

Bl'fKfp 

about  the  transition  from  the  old  "server,  client,  clie    l 
client"  environment  to  today's  "client,  server,  server,  se 
er"  mode,  in  which  desktop  computers  are  connected 
servers  with  individual  functions,  like  database,  mail,  Int 
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Discover  the  Future 


'n    every    continent, 
lecommunications  is 
anging  the  way  people 
e,  work  and  think. 
e  Central  and  South  America,  the  race  is 

s 

a    to  meet  pent-up  demand  from  over 

Si 

''j  0  million  consumers. 

nericas  TELECOM  96  in  Rio  is  the  next 

»p  for  the  people  who 

11  make  this  happen 
i  suppliers,  operators, 
1  restors,  governments. 
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The  ITU's  prestigious 
Exhibition  and  Forum  at 
the  Riocentro  will  be  a 
showcase  for  the  most 
innovative  products,  services  and  ideas  from 
around  the  world. 

And  the  meeting  place  for  everyone  with  an 
interest  in  the  region's  exciting  telecom- 
munications future. 
To  share  it,  join  the 
decision-makers  in 
Rio  de  Janeiro. 


Rio  de  Janeiro,  June  10-15 


The   next  stop 


Organized  by  the  International  Telecommunication  Union 

r  further  information  on  Americas  TELECOM  96  Exhibition  and  Forum  contact:  Americas  TELECOM  96-F,  International  Telecommunication  Union 
Place  des  Nations,  CH-1211  Geneva  20,  Switzerland,  Tel:  +41  22  730  56  89,  Fax:  +41  22  730  64  44 


Wednesday,     May     3:     Day     Five,     Istanbul/Ankara     10,740     miles/Sun     shares     at 


Aloft   In   A   Challenger  10-passenger jet, 
McNealy  catches  a  short  nap  (r),  then  huddles  with 
Sun  Director  of  Corporate  Development  Alan 
DeClerck  and  others  to  hone  the  presejitation  they 
have  prepared  for  audiences  in  Istanbul  and  Ankara. 
The  grueling  trip  is  beginning  to  wear  on  the 
entourage,  which  must  stay  sharp  for  its  audience 
with  Turkish  President  Suleyman  Demirel. 


net  and  video.  He  talks  about  Sun's  experience  running  its 
business  on  client/servers  and  how  e-mail  has  become  the 
"killer  app."  He  ends  where  he  began:  "Sorry  to  hold  you 
up,  but  the  food  will  taste  really  good  now." 

During  the  drive  to  Ben-Gurion  Airport,  McNealy 
seems  buoyed  by  the  final  meeting  with  ECI,  a  telecom- 
munications company  that  was  considering  leaving  the  Sun 
fold.  "We  can  turn  them  around,"  McNealy  says  with 
practiced  confidence.  He  has  learned  the  art  of  assurance 
well,  suggesting  later  that  much  of  the  CEO's  job  is  "act- 
ing... hiding  the  terror  behind  your  eyes  and  giving  assur- 
ance a  situation  is  an  issue,  not  the  end  of  the  world." 

Following  customs  and  a  quick  bus  ride  to  a  private 
portion  of  the  airport,  McNealy  sees  the  sleek  10-passen- 
ger Challenger  jet  and  shouts,  "We  don't  stop  'til  we're 
old!"  and  high-fives  Sun  Director  of  Corporate  Develop- 
ment Alan  DeClerck.  The  jet's  walnut  veneer,  leather  seats 
and  sumptuous  food  and  drink  are  a  soothing  intermission 
in  a  workday  that  will  continue  long  into  the  night. 


Wednesday,  May  3:  Day  Five,  Istanb 
10,740  miles/Sun  shares  at  40  7/ 

THE  POP  OF  DIESEL  ENGINES  on  small  fishing  bo: 
echoes  over  the  waters  of  the  Bosporus  as  the  ea:i 
sun  glints  off  the  ornate  Ciragan  Palace  hotel.  Tl 
Sun  team  has  spent  a  short  night  here  followi:i 
McNealy's  speech  to  the  Turkish  Informatics  Foundatic 
As  the  World  Tour  develops,  it  becomes  a  game 
uge  audience  reaction  to  McNealy,  to  see  if  they  £ 
his  line  about  technology  managers  being  "Wang-e 
or  "DEC-ed"  by  choosing  a  losing  computer  compar 
or  his  jibes  at  much-delayed  Microsoft  Windows  S 
which  he  derides  as  "Win-ever." 

The  Turks  pass  the  test.  The  200  technocrats,  busine: 
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We  Train  Your  I.T.  Staff  to  Fly  Through 
Ten  Hours  Of  Work  In  An  Eight  Hour  Day. 


The  Point  Is  Time. 


Your  I.T.  professionals  need  more  hours 
in  the  day  to  meet  increasing  demands  for  systems  and  network 
management.  That's  where  Productivity  Point  International's  instructor-led 
training  can  make  a  real  difference. 

We're  more  than  a  leader  in  end-user  software  training.  We're  also  the 
most  comprehensive  provider  of  high-end  technical  training  in  the  U.S.  and 
Canada,  offering  a  network  of  Microsoft,®  Lotus®  and  Novell®  Authorized 
Education  Centers  to  bring  your  I.T.  staff  up  to  speed.  And  keep  them  there. 

Learn  how  our  90  training  centers  throughout  North  America 
can  put  time  on  your  side.  Get  a  free  copy  of  The  Executive  Guide  to 
Outsourcing  Technology 
Training  by  calling 
1-800-979-TIME  today.  '  PPOdUCtJVJty 

POINT 


INTERNATIONAL' 
COMPUTER  TRAINING  SERVICES 


The  Point  Is  Time". 


Thursday,      May      4 


Day      Six,      Cairo      11,430      miles/Sun      shares 


a  t 


people  and  academics  in  the  modern  auditorium  laugh 
knowingly  when  he  suggests  that  if  companies  took  PC 
"personal  productivity  tools"  from  employees,  employees 
would  be  more  productive.  From  the  response  to  his  speech 
and  the  dozen  television  cameras  at  a  press  conference  the 
next  morning,  it  is  clear  that  McNealy  has  attained  minor 
rock-star  stature  in  what's  left  of  the  Ottoman  Empire. 

But  skepticism  greets  his  contention  that  chips  like  DEC 
Alpha  and  operating  systems  like  IBM's  OS/400  are 
doomed,  while  Sun  with  SPARC/Solaris/ 
DOE   will   be   a   winner,   along  with   the 
Intel/Windows  95/Cairo  and  PowerPC/OS/2/ 
Taligent  consortiums. 

Nevertheless,  on  the  ride  back  from  the 
speech,  McNealy  raves  about  the  response. 
"They  totally  enjoyed  it,"  he  enthuses.  "Once 
this  economy  gets  rocking  and  rolling,  this  is 
going  to  be  a  very  compatible  place  to  do 
business." 

Despite  his  upbeat  mood,  McNealy  is 
beginning  to  show  signs  of  wear.  At  the  end  of  the  Ciragari 
press  conference,  when  he  is  handed  a  Turkish  magazine 
with  his  picture  on  the  cover,  he  stares  at  it  for  a  moment, 
as  if  not  recognizing  who  it  is.  "That's  me  before  I  had  bags 
under  my  eyes,"  he  laughs.  Next  stop:  Ankara  and  a  meet- 
ing with  President  Suleyman  Demirel.  During  the  short 
flight  to  the  chilly,  high-plains  capital,  the  Sun  staff  focuses 


McNealy  talks  Turkey: 

"Once  this  economy 

gets  rocking  and  rolling, 

this  is  going  to  be  a 

very  compatible  place  to 

do  business." 


on  the  big  question  of  the  day:  Will  Scott  wear  a  tie? 

Sun's  corporate  culture  is  among  the  most  informal 
high  tech.  McNealy  hates  ties,  denouncing  them  as  "t 
stupid  costume  that  serves  no  purpose  but  to  protect  b 
tons  from  soup."  Toward  the  end  of  the  flight,  McNeal 
assistant,  Barbara  Gordon,  walks  to  the  back  of  the  jet,  g 
ing  the  thumbs-up.  "I've  got  to  get  my  bag,"  she  says,  "a 
find  a  tie."  On  the  bus  from  the  plane  to  the  termir 
McNealy  chooses  one  of  John  Gage's  unfortunate  red-ar 

purple-dotted  numbe 
mimes  wiping  his  nc 
with  it,  and  grudgin; 
puts  it  on. 

The  Turkish  pre 

dential  palace,  an  on 

nous,  modern  red  sar 

stone  building,  stands 

the  center  of  a  wood 

estate  several  minut 

drive    from    the    gai 

Inside,  military  officers  tread  silently  under  ornate  chanc 

Hers  and  a  three-story-  ornamental  staircase.  "This  is  diffo 

ent,"  McNealy  says  after  a  glance  around. 

An  aide  arrives  and  takes  the  group  into  a  conferer 
room.  President  Demirel  enters,  an  older,  formal-looki 
man  in  a  blue  serge  suit.  After  a  few  welcoming  won 
iMcNealy  opens  by  talking  about  Sun's  interest  in  t 
Internet.  It  is  clear  that  Demirel  doesn't  have  a  clue.  "? 
office  is  all  computerized,"  he  smiles  benignly.  "I  do: 
know  what  it  is."  But  he  does  make  a  pitch  for  Turkey 
the  new  springboard  to  central  Asia.  At  the  end,  Demi 
offers  a  tour  of  his  office. 

"The  Turkish  Oval  office,"  McNealy  suggests. 
"But  it's  square,"  Demirel  says,  smiling. 
At  dusk  the  Challenger  passes  over  Cheops  Pyrarri 
before  landing  in  Cairo.  The  ride  into  town  in  a  trio  of  Md 
cedes  takes  the  group  through  a  dirty,  endless,  vital  metre 
olis.  There  is  no  time  to  unpack  at  the  bustling  Cairo  Mil 
riott  before  a  reception  and  dinner  featuring  McNealy  as  t 
main  speaker. 


Tie-Shy  Whiz   \ 

McNealy  reluctant\ 
agrees  to  put  on 
borrowed  neckwear 
for  a  meeting  in 
Ankara  with  Turk 
President  Suleyma 
Demirel,  astonishh 
himself  and  Tim 
Dwyer,  Sun's  v. p., 
international. 


". 
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At  Ameritech,  we  don't  think 
ou  should  need  an  engineering 
egree  to  use  communication  technology.  That's  why 
re  have  a  Human  Factors  department.  In  fact,  they 


IF  COMMUNICATION 
TECHNOLOGY  ISN'T 
THIS   EASY  TO  OPERATE, 


WE'VE   BLOWN   IT. 


test  our  products  and  services 
with  real  people  at  our  testing 
towns  with  one  purpose  in  mind.  Ensuring  that 
technology  makes  your  life  easier,  not  more  difficult. 


eritech 


Your  Link  to  Better 
Communication 


leritech 


Visit  our  site  on  the  Internet 
www.ameritech.com 


Thursday,      May      4:      Day      Six,      Cairo      11,430      miles/Sun      shares      at      4 


Turkish 
President  Demirel 

(I)  is  friendly,  but 
seems  bemused  by 
tech  talk.  Later,  in 
Cairo  (above),  one  of 
the  Marriott  Hotels 
preppie-hating  stone 
lions  takes  a  bite  out 
of  McNealy  s  Cole- 
Haan  loafers. 


Thursday,  May  4:  Day  Six,  Cairo 
11,430  miles/Sun  shares  at  41   7/8 

THE  FOLLOWING  MORNING,  AFTER  private  meetings, 
the  Sun  group  descends  on  the  Cabinet  Information 
and  Decision  Support  Center  (IDSC),  the  public 
agency  charged  with  developing  Egypt's  government  IT 
(information  technology).  IDSC  is  one  of  Egypt's  largest 
users  of  Sun  workstations  and  reportedly  a  bastion  of 
client/server  computing.  A  conference  room  fdls  with 
40  expensively  dressed  officials  who  seat  themselves 
around  a  U-shaped  table.  As  usual,  the  Sun  crew  arrives 


in  polo  shirts  and  khakis.  The  presentation  is  hig 
choreographed.  Each  speaker  is  allotted  a  precise  amo 
of  time,  and  a  flag  lets  them  know  when  they're  n 
ning  long. 

Dr.  Hisham  El  Sharif,  IDSC  chairman,  gets  off  t 
happy  start,  mentioning  how  nicely  Sun  stock  has  done 
the  previous  day.  "It's  up  to  40,"  he  says. 

"...One  and  7/8,"  McNealy  adds,  drawing  a  laugh. 

The  presentation  is  a  thoroughly  new-age  exposit 
about  "Egypt  Inc.,"  "win-win  scenarios,"  "empowerme 
and  the  government  organizations  set  up  to  service  th 
notions — all  the  right  buzzwords.  But  as  the  meeting  p 
gresses,  the  sound  system  fades  in  and  out.  The  man  r 
ning  the  slides  begins  to  sweat  heavily  as  visuals  dive 
from  the  script.  "I  think  this  is  the  wrong  presentation, 
I'll  follow  it  anyway,"  one  speaker  testily  announces. 

At  lunch,  McNealy  picks  at  his  food,  admitting  qui 
that  he'd  happily  give  up  the  dolma  and  pilaf  for  a 
Mac.  He  explains  how  Sun's  open  system  has  encoura 
alliances  with  companies  like  Oracle  Systems  Corp. 
Texas  Instruments  Inc.,  allowing  them  to  compete  for 
projects  around  the  world  without  the  need  for  expen: 
infrastructure. 

The  group  adjourns  downstairs,  where  McNealj 
scheduled  to  present  a  letter  detailing  the  gift  of  a  ! 
server.  When  a  photographer  asks  him  to  pose  handing 
letter  to  an  IDSC  official,  McNealy  balks  with  a  laugl 
the  appearance  of  a  bribe.  "I'd  better  not  be  seen  hand 
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oftware  Banker, 


ca  software  helps  president 
Ed  Travaglianti  stay  close 
to  the  customer  and  keeps 

eab  on  the  cutting  edge  of 
customer  service. 


EAB  sure  doesn't  act  like  a  typical 
bank. 

It's  customer-oriented,  innovative 
and  committed  to  the  com-  fSTfTp 
munities  it  serves. 

A  few  of  the  reasons 
why,  today,  EAB  is  widely   as  computing 

■      j  /..I.  Architecture 

recognized  as  one  of  the       For  The  90s. 
up-and-coming  banks  in  the  New  York 
market. 

"We  have  a  proud  tradition  of 
customer-driven  innovation!'  says  Ed 
Travaglianti,  President  of  EAB.  "We 
were  a  leader  in  the  development  of 
the  drive-up  window  and  the  credit 
card.  The  name  of  the  game  in  bank- 
ing is  adapting  to  change  quickly  and 
efficiently." 

No  one  does  that  better  than 
EAB  and  its  technology  partner, 
Computer  Associates.  EAB  has  been  a 
CA  client  for  more  than  a  decade, 
and  today  uses  more  than  107  CA  soft- 
ware products  ranging  from 
CA-UNICENTER®  systems  manage- 
ment software  to  CA-Top  Secret* 
security  software. 

"CA  software  is  an  integral  part  of 
our  business  because  it  enables  us  to 
continually  develop  new  and  innova- 
tive products  and 
services.  That 
keeps  us  on  the 
cutting  edge  of 
customer  service!' 

And  your 
customers? 


"They  love  it.  When  you  put  your 
customers  first,  you're  bound  to  suc- 
ceed. It's  like  money  in  the  bank." 

qomputer 
Associates 

Software  superior  by  design. 


©Computer  Associates  International,  Inc..  Islandia. 
NY  11788-7000.  1-800-225-5224.  All  product  names  refer- 
enced herein  are  trademarks  of  their  respective  companies. 


Tuesday,      May      9  :      Day      11,      Warsaw      25,260      miles/Sun      shares      at      41 


King   Tut   Meets  the 
Sun  king  and  John  Gage, 
the  company's  chief  scientist, 
after  a  stop  at  a  govern- 
ment agency  workstation. 


him  an  envelope  here  in  the  Mideast,"  he  says. 

McNealy  is  driven  off  to  meet  Dr.  Hamdy  Ali  El- 
Bunhy,  the  Minister  of  Petroleum,  while  the  rest  of  the 
group  climbs  into  the  cars  for  a  frantic  15-minute  tour  of 
the  Pyramids  and  the  Sphinx.  Word  has  come  that  a 
scheduled  flight  from  Tel  Aviv  to  Johannesburg  is  can- 
celed, and  the  new  travel  plan  calls  for  a  quick  dash  north 
to  Frankfurt  by  private  jet  and,  with  luck,  Lufthansa's  night 
flight  to  Johannesburg,  Cape  Town  and  Mala  Mala.   ' 

Tuesday,  May  9:  Day  11,  Warsaw 
25,260  miles/Sun  shares  at  41  7/8 

By  the  time  the  group  reaches  Warsaw  via  com- 
mercial night  flight  from  Johannesburg  and  a  pri- 
vate jet  from  Frankfurt,  it  has  traveled  the  equiv- 
alent of  once  around  the  equator.  McNealy  is  out  of 
sorts,  and  belatedly  chides  himself  for  not  having  rent- 
ed a  corporate  jet  for  the  trip  to  and  from  South  Africa. 
"I  wish  I  had  wasted  a  little  more  money  and  saved  the 
10  hours  instead,"  he  complains. 

Alan  DeClerck  rubs  it  in,  informing  McNealy  that  he 
has  nine  meetings  that  day. 

"But  they're  nice  meetings,"  Tim  Dwyer,  Sun's  vice 
president,  international,  says  with  ironic  reassurance. 

The  nicest  meeting  of  all  in  Warsaw  is  with  a  Croatian 
deputy  minister  who  has  flown  up  from  Zagreb,  where  his 
office  had  just  escaped  a  near  miss  in  a  Serb  missile  attack. 
Predrag  Pale,  an  intense  young  man  dressed  Eastern  Euro- 
pean gangster-style,  is  the  biggest  Sun/Unix/open  systems 
booster  in  Croatia. 

At  a  reception  at  Warsaw  University,  another  Sun 
Netra  server  Web  site  is  presented.  McNealy  meets  the 
press  and  hobnobs  with  gray  Polish  academics  and  govern- 
ment officials.  But  when  he  is  introduced  to  the  Croatian, 
there  is  an  instant  bond.  Pale  tells  him  about  his  fight  to 


wire  Croatia's  ministries  together  with  a  client/server  n 
work,  and  the  heavy  resistance  from  bureaucracies  demai 
ing  their  own  mainframes. 

McNealy  is  overjoyed  at  this  personification  of  the  S 
network  way.  "Nobody  in  Washington  has  figured  < 
open  systems  yet,"  he  laughs.  "I  have  to  go  to  Croatia, 
find  somebody  who  has!" 

A  starkly  different  technological  philosophy  confro 
McNealy  later  in  the  day  when  he  visits  the  Polish  M 
istry  of  Industry  and  Trade.  Minister  Klemens  Scier: 
ruddy,  Brezhnev-like,  a  former  plant  manager,  shufl 
papers,  arranges  his  calendar,  converses  with  aides,  i 
runs  his  hands  through  his  pompadour  during  McNea 
standard  presentation. 

When  it's  his  turn,  the  minister  is  blunt:  "Polish  wo 
ers  are  cheap.  There  are  lots  of  empty  factories,"  he  s 
through  a  translator.  He  strongly  suggests  that  fore 
companies  should  have  a  major  impact  on  unemployme 
"If  this  is  the  way  you  see  your  future  in  Poland,  W' 
help.  Otherwise  you're  not  worth  our  time."  There 
much  whispering  between  the  ministry  officials  and 
translator,  who  recounts  later  that  even  this  was  a  ton 
down  version  of  the  Minister's  feelings. 

Taken  aback,  McNealy  tries  to  explain  that  softwan 
not  simply  stamped  out  in  a  factory  like  machine  parts.  1 
old  Communist  Scierski  is  obstinate,  bullying. 

The  Minister's  shoe-on-the-table  style  rouses  McNe; 
He  flushes,  seems  about  to  say  something  nasty,  but  c< 
trols  himself  before  saying  very  slowly:  "We're  going 
bring  the  Sun  model  to  Poland  whether  we  get  your  h 
or  not."  There  is  an  awkward  silence,  filled  finally  by 
duelists'  seconds  on  both  sides  of  the  table.  The  meet 
comes  to  a  quick  conclusion.  On  the  way  back  to  the  He 
Bristol,  the  young  translator  is  apologetic.  "This  guy  n 
ly  surprised  me,"  he  says,  his  voice  shaking.  "I  forgot  w 
it  was  like  in  the  bad  old  days." 
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hsday,     May     10:     Day     12,     Moscow     27,070     miles/Sun     shares     at     42     13/16 


ednesday,  May  10:  Day  12,  Moscow 
',070  miles/Sun  shares  at  42  13/16 

pHE  following  MORNING  the  Sun  team  leaves 
Warsaw  for  the  two-hour  flight  to  Moscow.  On 
the  way  to  the  plane,  McNealy  comments  bullish- 

on  Sun's  opening  stock  price:  "If  we  stay  on  the  road 

ig  enough  we'll  get  it  up  to  50." 

The  plane  touches  down  at  Sheremetyevo  Airport  and 

is  past  dozens  of  partially  dismantled  Aeroflot  jets  can- 


nibalized for  parts.  On  the  drive  in  from  the  airport,  traf- 
fic is  heavy.  Smoking  Ladas  and  sleek  Mercedes  share 
crowded  roads.  Several  speeding  entourages  go  by  headed 
toward  the  airport  with  foreign  dignitaries  homeward 
bound  after  the  previous  day's  Red  Square  World  War  II 
victory  celebration. 

McNealy  heads  for  the  Kempinski  Baltschug  Hotel  and 
lunch  with  top  Sun  managers  and  representatives  of  two 
Russian  partner  companies.  Halfway  through  the  meal 
John  Gage  excuses  himself  and  leaves  for  the  Ostankino 


Poles   Apart  in 
Warsaw,  the  new  age 
confronts  the  old  guard, 
an  unimpressed  Minister 
of  Industry  and  Trade 
Klemens  Scierski  and  his 
glum  minions.  At  a 
Warsaw  University 
reception  (bottom  right), 
McNealy  is  more  popular. 
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Thursday,      May      11:      Day      13,      Moscow 

television  studio  where  a  Sun  crew  is  readying  tomorrow's 
Sunergy  broadcast,  the  dramatic  culmination  of  the  trip. 
With  one  day  to  go,  the  script  is  unfinished,  and  the  tech- 
nical people  are  praying  that  the  gap  between  Russia's  pre- 
transistor  technology  and  Sun's  digital  capabilities  can 
somehow  be  bridged. 

At  Ostankino,  Sunergy  Executive  Producer  Dave 
Howard  is  not  so  sure.  Along  with  the  600-seat  studio 
rented  for  the  broadcast  have  come  dozens  of  Russian 
technicians,  most  of  whom  do  not,  so  far  as  the  Americans 
can  tell,  have  any  discernible  function.  They  are  busy, 

however,  hustling 
wares  to  the  increas- 
ingly nervous  Ameri- 
cans. There  is  the 
faint  odor  of  vodka 
in  the  air. 

Shaking  his  head, 
Howard  explains  how 
things  work  at 
Ostankino.  "When  I 
asked  for  six  coffee 
mugs,  it  took  25  peo- 
ple to  tell  me  I 
couldn't  have  them.  I 
realized  then  that  cof- 
fee mugs  weren't 
going  to  be  my  worst 
problem." 

The  architecture 
of  Ostankino  is  1950s  airline-waiting-lounge  modern.  The 
furniture  is  rotting  and  the  technology  antediluvian.  Volks- 

AFTER    An    E-MAIL    STOP   at  Sun's  Moscow 
office,  a  still-energetic  McNealy  meets  with  the  rec- 
tor of  Moscow  State  U.,  then  rushes  to  the  Ostankino 
TV  studios  for  a  climactic  Sunergy  world  broadcast. 


070      miles/Sun 


wagen-sized  Russian  TV  cam- 
eras line  the  wall  of  the  stu- 
dio, unused.  So  primitive  are 
the  tape  facilities  that  in  order 
to  view  video,  Sun  producers 
must  go  outside  and  look  through  the  door  of  a  too-smi 
mobile  studio.  A  beautiful  old  analog  clock  keeps  time 

Howard  is  trying  to  make  sense  out  of  the  singt 
channel  communications  system  on  which  half  a  dozen  pe» 
pie  are  talking  simultaneously.  Leonid  Zolotarevskyy 
famed  Russian  news  anchor  acting  as  liaison,  stands  oblHi 
ous,  puffing  on  a  cigarette.  He  asks  Howard  how  it's  goini 
"It's  going  slow,"  Howard  answers  through  clenched  teet 

"However  slow,"  Zolotarevsky  smiles  sagely  and  sa;a 
"tomorrow  it  is  over." 

Thursday,  May  11:  Day  13,  Moscow 
27,070  miles/Sun  shares  at  42  7/8 

YES,  IT  IS  NEARLY  OVER.  The  next  morning,  aft- 
meeting  with  the  rector  of  Moscow  Universiti 
McNealy  is  driven  out  to  Ostankino,  stopping  fin 
(at  last!)  at  a  McDonald's.  He  arrives  at  the  studio  jiji 
before  the  noon  broadcast,  looking  calm  and  highly  sh 
isfied  with  his  meal.  He  is  quickly  hustled  on  stag 
"You  look  far  too  good  to  have  traveled  so  far,"  Ga;i 
tells  McNealy  as  he  settles  him  on  the  set. 

Howard  counts  down  and  mimes  applause,  which  tl 
audience  finally  catches  on  to;  then  Gage  welcomes  thei 
and  television  viewers  to  Sunergy,  Moscow.  Immediate) 
much  that  can  go  wrong  does.  Such  is  Murphov's  La' 
What  was  supposed  to  be  a  20-minute  appearance  I 
McNealy  stretches  into  30  and  then  40  minutes.  It  seer 
the  satellite  feed  from  South  Africa,  having  actually  reach 
Moscow,  has  been  lost  somewhere  between  the  mobile  st 
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See  and  respond  to  multi-media 
messages  from  your  desktop. 


tlOW  do  you 

stake  30  orders, 


receipts, 


fax  30 

he 

-work 

foreign  offices 

wake  up? 


with  3 


before 


you 


Do  business  anytime, 
anywhere  with  a  global 


network. 


It's  the  new  office.  But  it's 
N  not  what  you  think.  It's 
an  office  without  walls  or 
"N  desks.  Without  the  rules 
of  time  or  place.  It  lets  you 
work  the  way  you  want 
to,  instead  of  how  you  have  to. 
It  can  all  happen,  with  AT&T's  INTUITY"  Multi- 
Media  Solutions.  An  ever-expanding  commu- 
nications framework  that  plugs  you  into  all  the 
latest  technology  as  it  happens. 

IXTUITY  Solutions  let  you  market  to  your 
customers  in  innovative  ways.  Free  you  from 
routine  tasks.  Open  your  office  to  the  rest  of 
the  world.  And  to  the  future. 


AT&T  can  do  all  these  things  for  you  today. 
And  with  the  integration  of  fax,  interactive  voice, 
data  and  video,  you'll  be  able  to  do  things  you 
never  imagined. 

Call  AT&T  Global  Business  Communications 
Systems  at  1800  325-7466,  ext.598.  Find  out 
how  INTUITY  AUDDC  Solutions  and  INTL'ITY 
CONVERSANT'-  Systems  can  Help  set  you  free. 


AT&T.  Where  innovation  leads. 


AT&T 


<&  1994  AT&T 


Friday,    May    12:    Day    14,    between    Moscow    and    Frankfurt    27,870    miles /Sun    shares    at    4 


dio  outside  and  the  control  room. 

Gage  placidly  rearranges  the  show  while  he  interviews 
McNealy,  stopping  to  reboot  his  communicator  as  it  peri- 
odically shuts  down.  Howard's  earpiece  has  ceased  to  work 
altogether;  he  storms  into  the  control  room  to  confront  the 
technicians.  "What  am  I  supposed  to  do  with  this  thing?" 
he  screams.  One  of  the  Russians  makes  a  mute,  eloquent 
gesture  that  suggests  tossing  it  into  the  Moscow  River. 

The  Internet  connection,  supposed  to  generate  on-line, 
across-the-globe  questions,  functions  perfectly,  except  that 
the  wrong  address  has  been  given  out.  Phone-in  questions 
fail  to  materialize  since  it  turns  out  to  be  impossible  to  call 
into  the  studio.  It  is,  in  a  word,  Russia. 

When  the  broadcast  ends,  the  audience  rushes  into  the 
lobby.  A  buffet  has  been  prepared  and  zealously  guarded 
by  the  caterer.  The  reason  is  apparent:  In  minutes,  the 
tables  have  been  picked  cleaner  than  the  cobblestones  in 
Red  Square.  But  most  of  the  Russians  stick  around,  smoke, 
talk  with  real  understanding  about  computers  and  the  net- 
work and  then  file  back  inside  an  hour  later,  when  Scott 
McNealy,  returned  from  his  final  round  of  meetings,  takes 
the  stage. 

"This  is  the  last  time  I'm  going  to  give  this  presenta- 
tion," he  says  to  the  still-full  studio,  sounding  not  unhap- 
py about  it.  "I  think  this  time  I'm  going  to  be  really  aggres- 


sive. 


Epilogue:  Friday,  May  12:  Day  14, 
between  Moscow  and  Frankfurt 
27,870  miles/Sun  shares  at  43  3/4 

Scott  McNealy  PULLS  OUT  his  watch,  which  he 
has  kept  on  California  time  throughout  the  trip.  It 
is  10:30  p.m.  the  previous  night,  and  he  is  trying 
to  figure  out  what  schedule  he  needs  to  be  on  to  be 
fresh  for  a  speech  he  has  to  give  in  San  Francisco  on 
Saturday.  "I  tried  to  stay  up  late  last  night,"  he  tells 
me.  "I'll  sleep  on  the  plane,  work  in  California  tomor- 


SlGHTSEEING     AT    WARP     SPEED 

McNealy  wraps  up  Russia  in  a  rum 
heads  for  the  airport  and  catnaps  oil 
a  flight  to  Frankfurt.  A  day  later 
hell  be  in  San  Francisco... giving 
another  speech. 


row,  stay  up  and  get  to  bed  Friday  night." 

It  is  dizzying  to  contemplate.  Even  more  vertiginouji 
McNealy's  schedule  for  the  following  few  weeks,  whiil 
though  he  will  travel  fewer  miles,  doesn't  slacken  at  all.  "1 
not  too  bad  after  July  1,"  he  says  finally,  as  he  leJ 
through  pages  filled  with  speeches,  meetings  and  reviea 
"But  it  does  tend  to  fill  up." 
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t  wasn't  long  ago — only  about  a 
dozen  years — that  the  definition  of  a  high- 
tech  business  traveler  was  an  executive 
smart  enough  to  toss  a  Swiss  Army  knife 
into  his  travel  bag. 

Those  were  the  bad  old  days  when  you 
queued  up  behind  the  rotary-dial  tele- 
phone in  the  airline  terminal  whenever 
your  plane  was  delayed.  When  your  hotel 
needed  I  2  hours  to  get  an  "urgent"  fax 
from  the  front  desk  to  your  room — and 
you  paid  five  bucks  a  page  for  the  privi- 
lege. And  when  you  created  a  blizzard  of 
notes  scribbled  on  little  yellow  pads. 

High-technology  tools  have  changed  all 
that.  Notebook  computers  like  the  Zenith 
Data  Systems  Z-Note  Flex  and  personal 
digital  assistants  like  the  Sharp  Zaurus  not 
only  function  as  note  takers  and 
number  crunchers,  they  also 
allow  you  to  send  faxes  immedi- 


ately and  tap  into  your  e-mail  from  wher- 
ever you  happen  to  be.  And  the  wide- 
spread       I 
avail- 
ability 
of 

cellular 

phones  is  fast  making  the  public  pay 
phone  as  anachronistic  as  the  manual 
typewriter. 

As  you  travel  down  the  high-tech  road 
from  here  to  mobility  keep  in  mind  the  fol- 
lowing ten  commandments — plus  an  I  Ith, 
as  a  bonus.  Heed  them  and  you'll  be  miles 
ahead  of  your  business  competitors.  Ignore 
them  and  you  risk  living  your  business  life 
surrounded  by  carbon  paper  punch  cards 
and  nuggets  of  crucial  information  that 

would  have  made  a  difference  if 
only  you'd  gotten  the  message 
a  couple  of  days  earlier 
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MINIMIZE    MASS. 
MAXIMIZE    ACCELERATION. 


PORTEGE 
610CT 

ATURES: 

3MHz  Intel  PentiunT  processor 

5"  dia.  color  TFT  active  matrix  display 

upports  24-bit  true  color  (16.7  million  colors) 

20  Million  Bytes  (=686MB)  HDD 

MB  RAM,  upgradable  to  40MB 

fl  local- bus  video 

[ltegrated  16-bit  Sound  Blaster"  compatible 

>und  system 

enhanced  Lithium  Ion  battery 

stacked  PC  Card  slots 
wo  Type  II  or  one  Type  III) 
jccuPoint'  integrated  pointing  device 
Uernal  3.5"  1.44MB  floppy  drive 
8  lbs.  -  9.9"  x  7.9"  x  10" 
iptional  Port  Replicator 
OS,  Windows*  for  Workgroups, 
laxTime"  Power  Management 

Fn-esse"  software 
oil-free  technical  support  — 
days  a  weeky  24  hours  a  day 


^ 


Up  to  5  Hours 
of  Battery  Life 


THE   NEW   ULTRAPORTABLE   PORTEGE". 

Introducing  the  Portege  61  OCT,  the  newest  member  of  the  award- winning  Portege  Series.  Now  you  can 
get  the  incredible  speed  of  a  90MHz  Pentium™  processor  in  an  ultraportable.  It's  packed  with  all  the  features 
you'd  expect  in  a  full-size  computer.  A  Lithium  Ion  battery  provides  up  to  five  hours  of  use  without  a 
recharge.  Add  to  that,  a  spacious  720  Million  Byte  HDD,  a  large  9.5"  diagonal  color  display,  a  captivating 
sound  system  and  an  optional  Port  Replicator  for  one-step  connection  to  your  desktop. 
See  how  far  Toshiba  has  taken  portable  computing.  ^_—  tJilj_nTTr—  area 
And  think  where  it  can  take  you.  iMfj.     EHjj 

Call  1-800-457-7777  for  your  nearest  dealer.  '4^^     KS=S 
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In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

)  1995  Toshiba  America  Information  Systems,  Inc.  All  products  Indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation. 
The  Portege  Series  has  won  1994  PC  Computing's  Product  of  the  Year  and  Portable  MVP  and  PC  Magazine's  award  for  Technical  Excellence 


THE    FIRST 
COMMANDMENT 

Thou  shalt  not  take  the  name  of 
high  technology  in  vain. 

Every  business  traveler  who  owns  a  five- 
year-old  laptop  computer,  a  first-generation 
cellular  phone  or  a  1 200-baud  modem  has  a 
moment  when  she  curses  the  day  she 
decided  to  travel  in  the  fast  lane  of  high 
technology.  How  can  it  be,  she 
wonders,  that  her  mono- 
chrome-screen, 386-pow- 
ered  laptop  can  no  longer 
run  the  file  she  created  yes- 
terday on  her  snappy  new 
Pentium-powered  desktop 
computer? 

Though  understandable, 
such  flat-earth  thinking  is 
inexcusable  for  a  high-tech 
business  traveler  The  fluid 
nature  of  high  technology  is 
sometimes  disconcerting,  but 
the  productivity  advantages  of  the 
newest  tools  far  outweigh  the  com- 
fort level  of  the  familiar 

Take  the  first  generation  of  so-called 
portable  computers,  introduced  in  1 983. 
They  weighed  more  than  30  pounds,  were 
as  large  as  a  carry-on  suitcase,  had  black- 
and-white  screens  the  size  of  an  index  card 
and  couldn't  run  on  battery  power  Several 
generations  later,  business  travelers  can  hit 
the  road  with  a  computer  like  the  Texas 
Instruments  TravelMate  5000.  It  weighs  just 
6.7  pounds,  measures  just  8.7  x  I  I  x  2.2 
inches,  has  a  10-inch  color  screen  and  can 
operate  on  power  from  either  of  two  built- 
in  battery  packs. 


THE    SECOND 
COMMANDMENT 

Thou  shalt  take  thy  cellular 
phone  everywhere. 

It's  no  longer  a  question  of  whether  you 
should  invest  in  a  cellular  phone.  It's  a  ques- 
tion of  how  often  you  should  carry  it. The 
answer  is  simple:  Never  let  it  out  of  your 
sight,  especially  when  you're  traveling. 

Otherwise  savvy  high-tech  business  trav- 
elers continue  to  worry  about  getting  mes- 
sages at  their  hotel.  Does  the  hotel  operator 
know  I've  checked  in?  Will  he  remember  to 
illuminate  that  red  message  light  on  my 
room  phone?  Can  he  take  a  simple  message 
without  garbling  it  beyond  recognition? 


M 
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Proper  use  of  a  cellular  phone  eliminates 
that  rough  spot.  Just  give  people  your  cell- 
phone number  and  you  can  circumvent  the 
hotel-phone  system  alto- 
gether. 

Ditto  the  you-can-reach- 
me-at-my-company's- 
branch-office  routine.  Why 
hope  against  hope  that  a 
caller  will  be  able  to 


that  offers  a  seamless  transition  from  thi 
desktop  environment,  they  settle  for  a 
mobile  computer  that  isn't  as  powerful  i 


Texas 
Instruments 
notebook 
computers:  small  and  light, 
but  powerful 


track  you  down  at  an  out-of-town  office 
where  you  are  not  known  by  secretaries 
and  assistants?  Give  your  cell-phone  number 
to  anyone  who  might  try  to  reach  you  while 
you're  traveling. 


THE    THIRD 
COMMANDMENT 

Thou  shalt  not  skimp  on  thy 
mobile  computer. 

Business  travelers  want  the  performance 
and  capabilities  of  their  desktop  computers 
duplicated  in  a 
small,  lightweight 
mobile  computer 
They  want  the 
raw  power  of 
their  desktop 
unit — with  all  the 
bells  and  whis- 
tles— stuffed  into 
a  little  box  no 
larger  than  a  legal 
pad.  Yet  too  many 
business  travelers 
compromise 
when  they  finally 
buy  a  notebook 
computer  Rather 
than  purchase  one 


E     C     H 

l  n  e  s  1 


their  desktop  machine. Thl 
results  are  frustrating:  The  I 
business  traveler  not  only 
feels  he's  overpaid  for  the 
mobile  computer  he's  alscj 
annoyed  that  he's  made  te| 
nical  compromises  that 
hinder  his  ability  to  work 
on  the  road. 

That's  why  you  shouldn  | 
settle  for  anything  less  than 
mobile  version  of  what  you  use  at  your 
desk  Virtually  anything  available  on  your 
desktop  can  now  be  duplicated  in  a  note] 
book-size  machine,  and  the  added  weigh! 
and  financial  premium  are  negligible. 

Comfortable  with  a  desktop  machine*] 
driven  by  a  Pentium  chip?  Need  lots  of 
memory  and  a  huge  hard  drive?  A  CD- 
ROM  drive?  A  bright  color  screen?  The 
Toshiba  Satellite  Pro  400CDT  is  just  2.2 
inches  thin  and  weighs  only  7.3  pounds, 
but  it  delivers  all  those  desktop  goodies: 
a  75MHz  Pentium  processor  a  772MB 
hard  drive,  a  CD-ROM  drive,  8MB  of 
memory  expandable  to  40MB  and  a  10.' 
inch  color  screen.The  cost?  About  $4,80i.| 
not  far  above  a  similarly  equipped 
desktop  unit. 


Jnplugged, 

tit  still  working. 
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ANS    BUSINESS 


You're  unplugged  and  now  you  have  the  freedom  to  do  business  and  communicate  with 


four  corners  of  the  world  from  just  about  anywhere.  Introducing  Zaurus,  the  Keyboard-enhanced  Personal  Digital  Assistant  (K-PDA). 
5  powerful  pocket-size  ounces  of  technology  that  work  with  a  pen  and  keyboard.  To  jot  notes,  to  sketch  ideas,  to  type  then  sign  a 
ument,  to  wirelessly  connect  to  your  PC.  And,  with  PCMCIA  Type  II  cards,  expand  memory  or  communication  via  e-mail  or  fax.  All  so 
j  can  work  anytime,  anywhere.  For  more  information,  call  1-800-BE-SHARP 

? 

r  PDAs  •  NOTEBOOK  COMPUTERS  •  WIZARD*  ORGANIZERS  •  LASER  PRINTERS  •  COLOR  SCANNERS  •  COPIERS  •  FACSIMILE  •  CORDLESS  TELEPHONES 

©  1995  Sharp  Electronics  Corporation.  Optional  accessories  may  be  required  for  some  applications. 
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THE    FOURTH 
COMMANDMENT 

Thou  shalt  acquire  all  the  gear. 

While  it  may  be  true  that  no  man  is  an 
island,  the  opposite  is  the  case  when  it 
comes  to  business  travel.  High-tech  tools 
should  allow  an 
executive  to  func- 
tion as  well  on 
the  road  as  he 
does  at  his  own 
office.  But  being 
your  own  travel- 
ing island  means 
buying  or  requisi- 
tioning gear  that 
deskbound  exec- 
utives may  never 
require. 

Start  with  a 
modem.  Even  if 
you  don't  have 
one  in  your  desk- 
top computer, 
you'll  need  one 
on  the  road  to 
connect  to  your 
e-mail,  send  and 
receive  faxes  directly 
from  your  portable 
computer  or  surf  the 
Internet.  A  device  like 
the  Xircom  CreditCard 
Modem  28.8  will  do  just 
fine:  It  is  lightning-fast, 
small,  lightweight  and 
comes  complete  with  all  the  communi- 
cations and  fax  software  you  are  likely 
to  require. 

Then  you'll  need  some  accoutrements. 
Since  hotel  designers  rarely  place  electrical 
outlets  anywhere  near  the  telephone  jack, 
you'll  need  an  extra-long  modular  telephone 
cord  and  a  surge-protected  electrical  exten- 
sion cord.  Most  business  travelers  don't 
need  a  portable  printer;  but  make  sure  you 
bring  a  parallel  cable  just  in  case  you  want 
to  connect  to  the  printers  available  at  hotel 
business  centers,  airport  club  lounges  and 
other  remote  sites. 

Buy  an  extra  battery  for  your  notebook 
computerThe  battery-life  ratings  used  by 
mobile  computer  manufacturers  are  decid- 
edly rough  estimates.  Unless  you  want  to 
stop  working  when  your  four-hour  battery 
drains  two  hours  into  a  four-hour  flight, 
carry  a  spare.  Or  buy  a  Zenith  Z-Noteflex 


or  Z-Star  EX  system. Their  modular  design 
allows  you  to  double  your  working  time  by 
removing  the  floppy  disk  drive  and  inserting 
a  second  battery  in  its  place. The  Z-Noteflex 
and  Z-Star  AC  adapters  are  also  designed  to 
slip  into  the  floppy-drive  port. 

If  you  travel  internationally,  purchase  a  set 


of  slip-on  adapter  plugs  to  convert  the 
prongs  on  your  mobile  computer's  AC 
adapter  to  the  configuration  required  by 
various  international  electrical  systems. 
Foreign  telephone  systems  rarely  use  U.S.- 
standard  modular  telephone  plugs,  so  buy 
telephone  plug  adapters,  too.  But  don't 
bother  buying  a  voltage  converter  for  your 
mobile  computer's  AC  adapter  While 
foreign  electrical  systems  use  voltages 
different  from  the  U.S.  standard,  your 
notebook's  AC  adapter  is  designed  to 
automatically  adjust  to  a  wide  range 
of  voltages. 


shrugs  off.  An  extra  bump  or  two  could 
a  drive  and  ruin  your  business  trip. 

All  the  major  notebook  manufacturers 
including  Zenith, Toshiba  and  Texas  Instrurr 
sell  carrying  cases  with  padding  in  all  the  r 
places.  Independent  luggage  makers  also  p 
duce  universal  carrying  cases  for  laptop  ar 
notebook  computers.  Most  good  luggage 
retailers  stock  several  types  and  styles. 

For  about  $  1 00,  you  can  buy  a  compu 
friendly  carry-on  bag  that  offers  some  ted 
logical  peace  of  mind.  A  special  bag  dedica 
to  your  high-tech  gear  isn't  just  a  wise  deft 
sive  measure,  it's  also  a  smart  and  efficient 


That's  the  philosophy  behind 
World  Business  Class;"  from  KLM 
and  Northwest  Airlines.  So  we  added 
nearly  50%  more  legroom  and  recline 
for  more  personal  space  than  any 
other  worldwide  airline. 


Plus  personal  videos,  innovative 
menus  and  other  amenities  designed 
to  help  you  stretch  out  and  relax. 
Enjoy  more  comfort  to  more  of  the 
world.  Call  your  travel  agent,  KLM, 
or  Northwest  Airlines. 


@  NORTHWEST 
AIRLINES 

Some  People  Just  Know  How  to  Fly. 
1.800*447*4747 


aJjgfr, 


klm  ®  MOTfS  World  Business  Class" 

Northwest  recycles  over  SOOO  pairs  of  lost  &  unclaimed  glasses    %.$ 


strategy  for  managing  all  the  crucial  cords, 
cables  and  support  products  mandated 
by  the  Fourth  Commandment 
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THE    SIXTH 
COMMANDMENT 

Thou  shalt  know  the  codes. 

A  business  traveler's  best  high-tech  inten- 
tions are  often  foiled  by  the  lack  of  a  few 
telephone  numbers  and  access  codes. Take 
nothing  for  granted.  Every  mobile  computer 
or  personal  digital  assistant  should  have  a 
separate  file  that  lists  the  telephone  num- 
bers of  your  hardware  and  software  techni- 
cal assistance  lines,  the  number  of  your  com- 
pany's high-tech  guru,  the  access  codes  for 
your  on-line  services  such  as  America 
Online,  Dow  lones  News/Retrieval  and 


CompuServe,  and  all  the  phone,  cell-phone, 
fax  and  e-mail  numbers  of  people  you'll 
need  to  reach.  Keep  your  on-line  service 

passwords  in  a  separate  place, 
as  they  are  just  as  valuable  as 
your  credit  cards. 

And  don't  forget  the  local 
access  telephone  numbers  for 
your  on-line  services  and  bul- 
letin boards.  Before  you  go  on 
a  trip,  call  your  on-line  service, 
ask  for  the  local  numbers  in 
the  cities  you're  going  to  visit,  and  put  those 
numbers  in  your  file. 

■■■[ 

THE    SEVENTH 

COMMANDMENT 

Honor  thy  frue  intentions  and 
recognize  thy  real  needs. 

Some  business  travelers  are  high- 
tech  computing  wizards  at  the  office, 
but  prefer  to  hit  the  road  without 
the  functional  equivalent  of  their 
desktop  computer  They've 
decided  their  high-tech  needs  on 
the  road  are  not  so  all-encompassing  as 


Opportunity 
only  rings 


once. 


. . .  but  when  it  does,  a  Radio  Shack 
personal  pager  will  keep  you  in 
touch.  Radio  Shack's  pager  line-up 
includes  features  such  as  time  stamp, 
message  memory  and  alphanumeric 
display.  And  we'll  answer  questions 
about  paging  services  and  sign  you 
up  for  one  that  meets  your  needs. 

Affordable  personal  pagers  are  just 
one  example  of  the  quality  business 
products  you'll  find  at  Radio  Shack. 
Call  on  us  today. 

Radio  /hack 

You've  got  questions.   We've  got  answers.5 


•Processing  and  paging  service  fees  required  Local  pagers  not  available  in  all  areas  See  store  for  details.  Prices  apply  at  partici- 
pating Radio  Shack  stores  and  dealers  Items  not  available  at  a  participating  store  can  be  special-ordered  (subject  to  availability)  at 
the  advertised  price  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sold  out  Independent  Radio  Shack  dealers 
and  franchisees  may  not  be  participating  in  this  ad  or  stock  or  special-order  every  item  advertised 


A  complete  selection  of  local 
and  nationwide  pagers,  with 
prices  starting  at  $79-99* 


those  at  the  office.  You  may  be  one  of  tl| 
Do  you  really  need  all  your  computing 
power  when  you  travel?  Would  your  woi  j 
end  if  you  didn't  have  800MB  of  storage 
your  command  in  your  hotel  room?  Do  | 
need  to  be  connected  at  the  hip  to  a  co 
puter  every  moment  of  every  business  ti 
If  the  answer  to  any  or  all  of  those  qil 
tions  is  "no,"  do  some  hard  thinking  abouj 
your  goals  and  objectives  when  traveling, 
you  need  on  the  road  is  the  ability  to  mc| 
and  receive  telephone  calls,  your  cellular 
phone  should  be  your  primary  high-tech 

The  Shar 
weighs  less  than  01  " 

and  fit 


com- 
panion. In  that 
case,  pick  up  a  Rolodex 
Pocket  Data  Directory  at  Radio  Shack.  TP| 
battery-operated  device  weighs  just  4.4 
ounces,  is  smaller  than  an  index  card  and: 
costs  less  than  $  1 00,  yet  is  powerful  enou| 
to  store  about  1 ,000  personal  and  busine 
records  and  telephone  numbers. 

If  your  on-the-road  information  needs  I 
more  sophisticated,  you  still  may  not  need 
functional  equivalent  of  your  desktop  com-' 
puter  Consider  a  personal  digital  assistant.. 
instead.The  Sharp  Zaurus  weighs  less  tharvl , 
one  pound  and  fits  in  your  pocket,  yet  allovj 
you  to  sepd  faxes  and  write  letters,  create- 
drawings  and  graphs,  and  even  send  and 
receive  data  and  e-mail.  Best  of  all,  a  mode  : 
equipped  Zaurus  costs  less  than  $850. 


THE    EIGHTH 
COMMANDMENT 

Thou  shalt  not  forget  the  bash 

Some  time-honored — dare  we  say  "la 
tech" — tools  are  every  bit  as  valuable  to1 
business  traveler  as  a  state-of-the-art  note 
book  computer:  You  might  as  well  start  v\ 
that  Swiss  Army  knife. Take  one  along — nc 
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JING  THE  FIRST : 
THE  PENTIUM'S  FULL  POTENTIAL. 


I  When  the  rush  was  on  to  introduce 
■notebook  with  a  Pentium*  processor, 
ftxas  Instruments  decided  to  do  what 
fcers  thought  couldn't  be  done. 

I  We  created  a  notebook  that  maximizes 
entium  performance  by  integrating 
mil  PCI  bus  architecture  in  our  Texas 
mtruments  TravelMate"  5000. 
I  And  for  flexible  connectivity,  we 
•signed  a  way  to  allow  external  access 
|)m  the  PCI  bus  to  the  latest  peripherals. 

I  It  was  a  challenge  we  addressed  for  two 
inple  reasons:  to  give  users  true  desktop 

.mtium  performance/or/aster  running 
mftware  and  expansion  capabilities 


for  long-term  investment  protection. 

So  now  you  have  a  notebook  with 
smoother  full-motion  video  and  enhanced 
3-D  graphics.  In  addition,  we  designed  the 
TravelMate  5000  to  take  advantage  of  the 
"plug  and  play"  capabilities  of  Windows  95® 
when  it  becomes  available. 

But  our  engineers  didn't  stop  there. 
We  added  a  second  lithium  ion  battery 
without  sacrificing  size,  weight  or  elimi- 
nating a  floppy  drive. 

The  TI  TravelMate  5000.  For  more 
information  on  what  others  thought  you 
couldn't  do  with  a  notebook,  simply  call 
1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com). 


Warranty  may  vary  from  country  to  country.  Contact  your  local  Ti  office  for  details  Batteries  and  options  are  covered  by  a  one  year  limited 
warranty  TravelMate  and  "Extending  Your  Reach'  are  trademarks  of  Texas  Instruments.  Windows  95  is  a  registered  trademark  of  Microsoft 
Corporation.  Pentium  is  a  trademark  and  the  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation.  *Depending  on  model  ©  1995  TI. 


75  MHz  Pentium  processor  with  PCI  Bus 

10.4" Active  Matrix  or  10.5"  Dual  Scan  displays 

2MB  Video  memory 

8MB  RAM,  expandable  to  32MB 

810  million  bytes  (=  772MB)  or  524  million 
bytes  (=500MB)  Hard  Disk  Drives* 

Multimedia  package:  Built-in  16-bit  sound, 
internal  speaker  and  dual  mode  microphone 

Two  Lithium  ion  battery  packs 

Serial  infrared  port  for  wireless  connectivity 


EXTENDING      YOUR      REACH" 

^  Texas 
Instruments 


traveler  should  hit  the  road 

without  one  of  those  office- 

in-a-box  kits.  They  cost 

about  $  1 5,  weigh  less  and 

take  up  less  space  than  a 

laptop  computer's  AC 

adapter  and  are  well-stocked  with  desktop 

accessories. 

Finally,  bring  along  a  microcassette  record- 
er The  Realistic  Micro-26  weighs  less  than 
five  ounces  and  slips  into  your  pocket.  For 
about  $  1 50,  it  gives  you  up  to  three  hours  of 
recording  time  on  a  single  tape,  and  is 
voice-activated  with  a  built-in  microphone. 


Radio  Shack's  Pocket 

Data  Directory  weighs 

just  four  ounces  and  is 

smaller  than  an 

index  card. 

laptop  or  notebook  computer  can  double  as 
a  bottle  opener  or  a  screwdriver.  And  take  a 
tube  of  strong  adhesive  glue,  which  can  do 
everything  from  cement  a  broken  button  to 
fasten  a  broken  hinge  on  your  notebook 
computer 

Notebook  computers  also  can't  substi- 
tute for  basic  office  supplies  like  staplers, 
tape,  paper  clips  and  scissors.  No  business 


World 
Business 
Class,  avail- 
able on 
Northwest 
and  KLM 
international 
flights,  offers 
48  inches  of 
seat  pitch. 


$14099 

"*■  ■*■ -^#14-10 


choice  when 

every  word  is 

worthy  of  note 


Just  Vh"  thin  and  less  than  4Vi"  high, 
this  voice-activated  microcassette 
starts  recording  at  the  sound  of 
speech  and  stops  automatically — 
eliminating  tape  "gaps"  and  saving 
batteries  and  playback  time.  Auto- 
level  maintains  consistent  volume 
when  taping.  Two  speeds — it  can 
record  up  to  three  hours  on  a  90- 
minute  tape.  To  order,  or  for  the 
location  of  a  store  near  you,  call: 

l-800-THE-SHACKsu 


Radio  /hack 

You've  got  questions.   We've  got  answers* 


Pnces  apply  at  participating  Radio  Shack  stores  and  dealers  :'ems  not  available  at  a  participating  store  can  be  special-ordered  (subiect  to  availability) 
at  the  advertised  price  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sold  out  Independent  Radio  Shack  dealers  and  franchisees 
may  not  be  participating  in  this  ad  or  stock  or  special-order  ever»  item  advertised  Copies  of  applicable  warranties  are  available  upon  request  af  stores 
for  inspection  before  sale,  or  by  writing  Customer  Relations,  14C     >ne  Tandy  Center  Fort  Worth  TX  76102 


THE    NINTH 
COMMANDMENT 

Thou  shalt  seek  a  more 
productive  work  space  in  the  sk 

Most  high-tech  business  travelers  agree  - 
time  spent  waiting  at  airports  and  cramped 
airplane  coach  cabins  is  among  the  least  pre 
ductive  parts  of  life  on  the  road.  The  solutic 
to  buy — or  renl 
be  precise — the 
quiet  and  the  cc 
fortable  work 
space  you  need 
the  airport  and ; 
the  skies. 

The  major  I 
lines  operate  airport  club  loun; 
that  offer  business  travelers  a 
serene  and  commodious  place 
work  The  annual  membership 
fee — usually  less  than  $200 — is 
minimal,  considering  the  numb< 
of  hours  a  business  traveler  may  spend  wa 
ing  for  flights  or  sitting  out  a  delay.  The  clu 
offer  spacious  work  desks,  telephones,  refrr 
ments  and  fax  machines,  and  some  are 
equipped  with  personal  computers  and  prl 
ers.Join  clubs  at  all  the  airports  you  fneque 
regularly — some  will  even  sell  you  one-day 
one-month  memberships.  If  you  have  an 
American  Express  Platinum  card,  you  can  i 
a  Presidents  Club  whenever  you're  ticketei 
on  Continental  Airlines,  or  a  WorldClub 
lounge  whenever  you're  traveling  on 
Northwest  Airlines. 

In  the  skies,  improve  your  working  co 
tions  by  traveling  in  business  class  whene 
possible.  True,  it's  more  costly  than  flying 
coach.  But  what  would  you  pay  for  five,  s 
or  even  ten  hours  of  uninterrupted  wort 
time — guaranteed  to  be  free  of  phone  c 
unwanted  faxes  and  annoying  intrusions? 
While  the  hectic  atmosphere  of  coach 
sometimes  wastes  that  opportunity,  upgr 
ing  to  business  class  ensures  that  you'll  b 
able  to  concentrate  almost  completely  o 
work  project.  In  this  context,  the  premiur 
fares  commanded  by  business  class  seerr 
very  reasonable. 

Consider  the  work-conducive  atmospr 
of  World  Business  Class,  the  business-class 


I  Want  Power, 
Features  And  Reliability     z-noteflex. 


I  Want  It  All. 


You  Got  It 


Power 

High-speed  processors  to  100MHz 
Large  TFT  and  passive  color  LCDs 
High-capacity  700+  MB  hard  drives 
Fast  local  bus  video  and  hard  drives 
Up  to  6  5  hours  of  battery  life* 

Features 

User-upgradable  CPU,  HDD  and  LCD 
Swappable  floppy  for  second  battery 
Lockable  modular  components 
Integrated  16-bit  audio 

Two  Type-ll  PCMCIA  slots' 

Integrated  pointing  device  with  over- 
sized buttons 

FLEXDOCK""enhanced  port  replica- 
tor with  networking  and  expansion 
capabilities 

FLEXSHOW"""  multimedia  accessory 
unit  with  double-speed  5.25"  CD-ROM 
drive 

Reliability 

PC  Tools^anti-virus  software  loaded 
24  hr-7  day  toll-free  customer  support 
3-yr  limited  warranty  (first  year  on  site) 

If  you  have  a  number  of  needs,  look 
to  the  computer  that  offers  a  num- 
ber of  solutions.  Z-NOTEFLEX.r"  It's 
what  you  want  in  a  notebook. 

1-800-553-0301   Ext.  5181 

http://www.zds.com 


ZENITH  H 


s  Corporation  Zenith  Data  Systems  is  a  Boll  company  Z-NOTEFLEX  FLEXSHOW  FLEXDOCK  and  Make  The  Connection'  are  trademarks  ol  Zenith  Daia  Systems  Corporation  lmelDX4 
go  is  a  registered  trademark  ol  Intel  Corporation  PC  Tools  is  a  trademark  ol  Central  Point  Software  Inc  'Figuie  based  on  two-battery  configuration  Battery  life  depends  on  applications 
ind  peripherals  attached  "Optional  accessories  t Additional  Type-J,  Type-ll  and  Type-Ill  PCMCIA  slots  are  available  with  optional  modules  Specifications  i 


DATA   SYSTEMS 
Make  The  Connection' 


cabin  jointly  offered  by  Northwest  Airlines 
and  KLM.  Seats  are  large,  comfortable  and 
configured  with  48  inches  of  "pitch" — the  dis- 
tance between  you  and  the  seat  of  the  pas- 
senger in  front  of  you.  A  seat  in  World 
Business  Class  for  a  flight  to  Tokyo  or 
Amsterdam  may  be  as  close  as  any  business 
traveler  ever  gets  to  that  elusive  block  of  eight 
or  12  hours  of  uninterrupted  work  time. 


THE    TENTH 
COMMANDMENT 

Thou  shalt  not  write  these 
commandments  m  stone. 

As  e>qp>lained  by  the  First  Commandment 
change  is  the  very  nature  of  high-tech  business 
travel.  While  portable  computers  were  an 
expensive  luxury  just  a  decade  ago,  today  they 
are  an  unquestioned  necessity.  Most  business 
travelers  had  never  seen  a  fax  ten  years  ago, 
when  Telex  was  still  considered  high-tech. 
Today  no  laptop  computer  or  personal  digital 
assistant  is  complete  without  a  fax  program. 

Last  year  Comsat  Mobile  Communications 
began  selling  a  product  called  MobileLink,  a  fully 
functional  digital  satellite  telephone  network 
packed  inside  a  briefcase.  All  a  user  needs  to 


M 


N 


do  is  open  the  23-pound  briefcase,  point  the 
antenna  toward  a  communications  satellite, 
then  make  or  receive  a  voice,  fax  or  data  call  to 
or  from  any  location  in  the  world. 

At  its  launch,  MobileLink  sold  for  about 
$  1 6,000  and  seemed  like  an  interesting  nov- 
elty. This  year;  the  product's  price  has 
dropped  more  than  25%,  to  $  I  1 ,750,  and 
demand  is  growing  rapidly.  Comsat  will  deliver 
a  unit  within  24  hours  to  any  customer  who 
wishes  to  buy  or  lease. 


Comsat's 

MobileLink 

is  a  satellite 

telephone 

system  in  a 

briefcase. 


Who's  to 
say  that  next 
year  every  busi- 
ness traveler  in 
Amenca  won't 
be  roaming  the 
globe  with  his  or  her  own  satellite  telephone 
system  packed  in  a  bnefcase? 

Author  Joe  Brancatelli  is  travel  adviser  to  Travel  Holiday  magazine 
and  is  a  business-travel  columnist  for  several  national  magazines. 


Chances  are, 

your  first  Rolodex® 

phone  directory 

was  nothing  like  this. 


$99 


99 


#65-939HC 


Think  you'd  be  lost  without  your  old 
desktop  flip  file?  We  think  you'll  like 
this  new  Rolodex  pocket  directory. 

Organizes  up  to  1000  detailed 
business-contact  files 

•  Stores  up  to  60  lines  per  file, 
displays  up  to  six  lines  at  once 

•  Allows  convenient  scrolling  plus 
instant  access  to  data  with  its 
powerful  electronic  search  mode 

•  Shares  data  with  compatible  direc- 
tories via  IR  beam  and  links  to  a 
PC  with  available  interface 

To  order,  or  for  the  location 
of  a  store  near  you,  call: 

l-800-THE-SHACKSM 


Radio  /hack 

You've  got  questions.   We've  got  answers.8 


Prices  apply  at  participating  Radio  Shack  slores  and  dealer  Items  nol  available  at  a  participating  store  can  be  special-ordered  (sucked  to  availability)  al  the  adver- 
tised price  A  participating  store  will  offer  a  comparable  value  it  the  product  is  sold  out  Independent  Radio  Shack  dealers  and  franchisees  may  not  be  participating  ir 
this  ad  or  stock  or  special-order  every  item  advertised  Copies  ol  applicable  warranties  are  available  upon  request  at  slores  lor  inspection  before  sale,  or  by  writing 
Customer  Relations.  1400  One  Tandy  Center.  Fort  Worth.  TX  76102     ■  Rolodex  is  a  registered  trademark  of  The  Rolooex  Corporation 
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xecutives  who  elect  to  travel  the  higl  --: 
highway  would  do  well  to  follow  an  llth  co  i 
mandment:  Know  the  best  sources  of  the  too 
you'll  need  on  the  road.  The  neighborhood  c 
puter  shop  or  discount  electronics  emporium  1*  o 
be  fine  if  you  need  a  cheap  clone  for  your  |  i* 
office.  But  high-tech  busi  «:■ 
travel  is  another  kettle  <  iii» 
computer  chips  altogethe  kl-Si 
need  the  help  of  special*  t  k 
who  understand  the  som,  ksttr 
times  prickly  relationship  ftb 
between  high  technology 
business  travel.  The  list  < 
sources  below  is  arbitran 
rest  assured  that  each  o 
zation  fully  understands 
ness  travelers  and  the  n 

high-tech  tools. 

i  b  m 

HARDWARE  AND   SOFTW/HK 

Micro  Warehouse  (800-367-7080)  i  U» 
one-stop  mail-order  source  for  computers,  sol 
ware  and  essential  peripherals.  Besides  Texas '  «f 
Instruments  and  Toshiba  products,  the  compsJ  ip»i 
also  sells  notebook  computers  produced  by  /ml 
Research  and  IBM.  Prices  are  competitive  win!  jj 
nationally  advertised  discount  computer  chain  Ibki 
catalog  is  precise  and  regularly  updated,  anc  ifcmrj 
company  will  deliver  overnight  for  just  $7. 

Sharp  Electronics  (800-BE -SHARP)  pi 
duces  a  complete  line  of  notebook  and  lapt 
computers  and  Zaurus,  the  personal  digital 
tant.  The  device  weighs  less  than  one  pound  L. 
can  send  and  receive  e-mail  and  data,  send  i,  ^ 
faxes,  handle  data  processing  and  effortlessly.i|  l§; 
accomplish  many  other  computer  chores. 

Texas  Instruments  (800-TI-TEXAS)  pi 
duces  two  extremely  well-regarded  lines  of  r 
book  computers.  The  TravelMate  4000  series, 
around  DX4  or  486DX2  chips,  weighs  just  6: 
pounds  and  can  be  purchased  with  a  portal 
CD-ROM  docking  system.  The  TravelMate  500' 
series  notebooks  are  built  around  the  Intel 
Pentium  chip,  weigh  just  6.7  pounds  each  a 
feature  a  unique  dual-battery  design. 

Toshiba  America  (800-334-3445)  is 
market  leader  in  portable  computers — last 
the  company  sold  more  than  one  in  five  of 
IBM-compatible  notebook  computers  purchasi  L 
produces  more  than  two  dozen  different  mo 
of  mobile  computers,  including  the  entry-levi 
Satellite  II 910,  which  sells  for  less  than  $1, 
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I2VENTH   COMMANDMENT    Know  thy  high-tech  sources. 


:he  Portege  Ultra-Portable  T3600CT,  which 

s  only  4.4  pounds. 
>  enith  Data  Systems  (800-531-0331)  produces 
I  e  range  of  computers  and  related  peripherals,  but 

■  obile  computing  products — the  Z-Star  EX  and  Z- 
■;  ex  notebook  families — are  especially  notable. 

'*  i  line  offers  innovative  solutions  to  the  business 
:-  ler's  dilemma  of  balancing  weight  and  function- 

*  The  Z-Star  EX  notebooks  have  AC  adapters  that 

A  into  the  floppy-disk  port,  eliminating  the  need  for 

*  ky  external  adapter.  The  Z-Noteflex  notebook 
:4uters  have  removable  hard-disk  drives. 

applies  and  tools 

J4agellan's  (800-962-4943)  is  the  nation's 

respected  mail-order  purveyor  of  travel  essen- 

,  It  sells  telephone  adapters  that  allow  business 

. ,  lers  to  log  on  from  more  than  1 50  countries, 

a  complete  range  of  voltage  converters,  plug 

ters  and  carrying  cases  for  portable  computers. 

mi  10  stocks  hundreds  of  other  travel  essentials. 

;  tadio  Shack  (800-843-7422)  has  more  than 

i )  retail  shops  around  the  country,  and  the 

a  any  sells  everything  a  high-tech  traveler  needs: 

~%  g  jacks,  cables,  adapters,  desktop  computers  and 

>!are,  IBM,  AST  and  mobile  computers,  portable 

i-  ting  and  recording  equipment,  and  all  the 

i  itrements.  Most  items  are  also  available  by  mail 

i    through  the  Radio  Shack  catalog. 

• 

MMUNICATIONS  AND 

l|   -LINE    ESSENTIALS 

i  America  Online  (800-827-6364)  has  developed 
(  the  country's  largest  commercial  on-line  service. 
-1  ;ers  excellent  Internet  access,  e-mail  and  a  full 
■'* ;  of  travel-related  databases,  including  electronic 
J  ins  of  Travel  Holiday  and  Travel  &  Leisure  maga- 

and  the  Tirade/  Smart  newsletter.  You  can  even 
)  your  own  travel  using  the  Eaasy  Sabre  electron- 
(  servation  system,  or  American  Express'  ExpressNet. 
'» CompuServe  (800-848-8990)  is  an  invaluable 
'  le  service  for  business  travelers.  Besides  e-mail 
fl  forums  sponsored  by  major  hardware  and  soft- 
H '  suppliers  like  Toshiba,  its  Electronic  News 

■  ce  allows  business  travelers  to  use  keywords  to 
' !  stories  from  dozens  of  American  and  interna- 

J  news  sources.  CompuServe  even  offers  an  elec- 
i  c  edition  of  CNN. 

i  Zomsat  Mobile  Communications  (301- 
I  2222)  provides  maritime,  aeronautical  and  inter- 
'2  -nal  land  mobile  service  to  customers  around 
i  *orld.  Its  newest  product,  Comsat  MobileLink,  is 

*  igenious,  suitcase-size  communications  device 
i   allows  travelers  to  make  satellite  calls  from 


anywhere  in  the  world.  For  just  $1 1,750,  travelers 
can  own  a  complete  communications  system — 
including  satellite  antenna — for  the  transmission  and 
reception  of  voice,  faxes  and  data. 

DataComm  Warehouse  (800-328-2261)  car- 
ries a  wide  range  of  networking  and  data  communi- 
cations products  for  desktop,  mobile  and  mainframe 
computers.  Besides  the  Xircom  line  of  credit-card-size 


modems  and  network  products,  it  offers  cables, 
switches,  local-area  networks  and  software.  Overnight 
delivery  to  anywhere  in  the  U.S.  costs  just  $7. 

Xircom  (800-775-0400)  produces  a  dazzling 
array  of  data  communications  and  networking  tools 
for  mobile  executives.  Its  range  of  modems  supports 
most  notebook  and  laptop  computers,  including  those 
manufactured  by  Texas  Instruments,  Toshiba  and  Zenith. 


Only  COMSAT'S  New  SatPhone  Plus  Package 
Adds  Up  To  Such  An  Attractive  Solution 


+     1,000 


-  //3*50 


»; 
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The  concept  of  one-stop  shopping 
is  redefined  with  SatPhone  Plus, 
a  unique  new  equipment  and  ser- 
vice package  offered  exclusively 
by  COMSAT.  Global  communica- 
tion was  never  so  easy! 

SatPhone 
Plus  packages  a 
ready-to-use 
Inmarsat-M  brief- 
case terminal  with 
1,000  minutes,  fully  terminated 
anywhere  in  the  world — all  for 
just  $13,850.*  A  cost  lower  than  the 
typical  retail  price  of  most  single  ter- 
minals! 

Inmarsat-M  briefcase  tech- 
nology provides  you  with  crisp, 
clear  digital  satellite  phone  ser- 
vice from  anywhere  in  the  world, 
22300  COMSAT  Drive  Qarkstxig,  MD  20871 


mCOMSAT 


Mobile  Communications 


to  anywhere  in  the  world.  And 
with  fax  and  data  capability,  you 
have  a  portable  office  that  allows 
you  to  send  and  receive  faxes  and 
E-mail  no  matter  how  remote 
your  location. 

After  pur- 
chase, we  will 
provide  quick 
delivery       of 
your  pre-com- 
missioned     briefcase     terminal 
complete  with  1,000  minutes  to  be 
used  at  any  time,  day  or  night. 

Just  call  a  COMSAT  repre- 
sentative at  1-301-428-2222  to 
place  your  order  or  ask  any 
questions.  "Purchaser  will  be  respon- 
sible for  shipping  costs,  Federal  excise 
tax,  and  sales  tax  where  applicable. 

LIS  phone:  1-301 -428-2222     Fax  1-301 -601 -5951 
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iver  stood  at  an  airport  pay  phone, 
downloading  your  E-mail  between  fligh 
Or  tried  to  access  a  Web  page  with  a  li 
of  graphics  or  animation?  You  need  soi 
serious  baud. 

Introducing  Xircom's  new  CreditCan 
Modem  28.8.  The  28.8  baud  V.34  modem  a 
that  makes  your  14.4  baud  modem  look  li! 
it's  got  a  wait  proble 
And  like  they 
always  say,  time  i: 
money.  So  if  you  buy  t 
CreditCard  Modert 
28.8  now,  we'll  giv 
you  a  $50  rebate. 
Outrageous? 
That's  just  the  beginning.  Buying  a  Xircor 
CreditCard  Modem  28.8  is  like  buying  a 
lifetime  in  the  fast  lane.  Because  one  day,  yo 
know  there  will  be  a  modem  with  a  hotter 
baud.  And  you  know  you'll  want  it.  And 
when  you  do,  you 
can  trade  in  your 
current  modem 
and  get  a  major 
discount  on  a  new  one 

Of  course,  there  are  lots  of  other  great  J 
things  about  Xircom's  CreditCard  Modem  28.8 
Like  digital  line  protection  to  keep  your  moderr 
from  getting  fried  if  you  accidentally  connect 
it  to  a  PBX.  Flash  ROM  so  you  can  upgrade 
your  modem  card  with  the 
latest  software  releases. 
Headache-free  installation. 
Great  customer  support. 
Guaranteed  compatibility  with  more  notebooks. 
And  when  you  buy  a  PC  card  from  Xircom, 
you're  in  good  company.  Because  Xircom's 
mobile  networking  users  outnumber  everyone 
else  five  to  one. 

So  get  yogr  CreditCard  Modem  28.8 
today.  The  $50  rebate  doesn't  last  forever. 
And  if  you  can't  find  it  on  your  own,  call  us 
at  1-800-438-4526  ext.  53X  and  we'll  put 
you  on  the  fast  track  to  the  fastest  modem 
money  can  buy. 

Xircom 

The  Mobile  Networking  Experts. 

©1995  Xircom,  Inc.  Xircom  is  a  registered  trademark  of  Xircom,  Inc.  CreditCard 
Modem  28.8  is  a  trademark  of  Xircom,  Inc  $50  rebate  while  supplies  last.  Xircom 
U.S.  Headquarters:  805-376-9300.  Xircom  Europe  NV:  +32/(0)3  450.08  11. 
Xircom  Asia:  (65)  323-1511.  Visit  our  Web  site  at  http://www.xircom.com. 
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Jy  following  users'  mouse-clic 
propensity  to  buy  specific 


k  patterns,  you  can  gauge  their 
products.  By  Andy  Kessler 


IN  my  pre^OUS  two  COLUMNS,  I  tried  to  define  a  new 

I  business  model  for  the  burgeoning  interactive  media 

i  Xirco  I  market,  one  based  on  the  notion  of  EPILIT — entertain- 

:  nent  and  perishable  information  leading  to  an  impulse 

ransaction.  Although  this  is  a  natural  extension  of  the 

:lassic  magazine  and  television  advertising  models,  the 


m 


a 


:? 
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jconomics  couldn't  be  more  different. 

Traditional  media,  which  influence  transactions,  maybe 
ven  stimulate  them,  do  so  indirectly.  You  must  go  to  a 
store  to  fulfill  your  desires.  Thus  the  economic  model  for 
advertising  is  based  on  how  many  impressions  are  creat- 
ed. Typically,  vendors  will  pay  pennies  (magazines)  to 
actions  of  pennies  (television)  for  each  pair  of  eyeballs 
impressed  with  their  message. 

But  interactive  media  are  based  on  networks  of  com- 
puter devices.  Audience  numbers  will  remain  pale  in  com- 
parison to  mass  media  for  quite  some  time.  Let's  say  that 
the  least-watched  prime-time  show  on  the  big  three  tele- 
vision networks,  for  example,  reaches  10  million  viewers 
in  a  half  hour.  The  most  popular  World  Wide  Web  site 
has  one  million  hits  per  day,  and  that  may  be  overcount- 
ing eyeballs  by  one  or  two  orders  of  magnitude. 

Thus,  the  economic  model  for  interactive  media  is  not 
mass  advertising,  but  direct  advertising.  What  is  now  close 
to  a  third  of  the  market  will  grow  to  be  the  dominant  form 
of  advertising  as  new,  technology-driven  media  are  created. 
So  let's  look  at  the  economics  of  direct  advertising. 

First,  direct  advertising  is  a  euphemism,  much  like 
"sanitation  engineering."  The  real  direct  market  consists 
mostly  of  what  is  known  as  junk  mail.  That  said,  the  best 
description  is  by  example.  Years  ago,  a  fellow  came  to  my 
office  with  the  intent  of  learning  what  technology  could 
offer.  He  pumped  me  on  PCs  and  CD-ROMs.  He  want- 
ed to  learn  about  the  users  of  these  products,  specifically 
whether  he  could  discern  users'  preferences  by  how  they 
used  the  PC.  My  response  made  him  happy:  I  suggested 
that  a  correctly  set  up  application  can  leave  "paper  trails" 
(I  like  to  call  them  mouse  droppings)  of  every  choice 
made  during  the  program's  use. 

This  guy  explained — and  I  later  verified — that  he 
invented  affinity  credit  cards,  the  ones  with  corporate 


logos  or  airline  frequent-flier-mile  tie-ins. 

It  turns  out  he  was  in  the  junk-mail  business,  which  he 
went  on  to  explain  is  driven  not  by  impressions,  but  by 
hit  rates.  At  a  typical  cost  of  $400  per  thousand  mailings, 
he  would  break  even  if  2%,  or  20,  of  the  receivers  bought 
a  product  with  a  $20  profit  margin.  Any  higher  than  2%, 
and  you  are  into  some  serious  money.  The  more  you 
know  about  the  potential  customer,  the  more  you  can 
focus  the  mailings  to  help  bump  up  the  hit  rate. 

So  this  guy  went  to  a  credit-card  company  and  asked 
if  he  could  get  a  better  rate  for  a  large  group,  and  if  he 
could  get  the  group's  logo  on  the  credit  card.  Hearing  he 
could,  he  went  to  the  Teachers  Union,  and  used  his  abil- 
ity to  get  the  union's  logo  on  a  card  as  leverage  to  get  an 
up-to-date  membership  list.  He  figured  that  instead  of  the 
typical  2%  hit  rate,  he  would  see  3%  or  even  4%.  The 
actual  number  was  closer  to  30%. 

That  was  it.  He  retired. 

Back  to  interactive  media.  Networked  PCs  provide  two 
benefits  to  a  direct-marketing  approach.  First,  the  media 
cost  can  be  a  lot  lower  than  $400  per  thousand.  It's  just 
bits  being  shipped  around,  after  all.  More  important,  by 
carefully  analyzing  users'  click  trails,  a  direct-marketing 
program  can  focus  very  tightly  on  users  with  a  propensi- 
ty to  buy  a  specific  product,  therefore  raising  the  poten- 
tial hit  rate.  Lower  costs  and  higher  productivity  mean 
being  able  to  price  goods  and  services  below  others,  rais- 
ing the  potential  hit  rate  even  further.  This  is  the  busi- 
ness model  that  will  drive  interactive  media's  rollout. 
Don't  be  spooked  by  the  thought  of  electronic  junk  mail 
overtaking  our  fives.  Quite  the  contrary.  Go  back  to  the 
EPILIT  model,  which  says  that  it's  clever  programming 
and  information  access  that  pull  customers  into  the  medi- 
um. It's  just  that  the  payoff  and  economics  are  a  lot  dif- 
ferent from  mass  media. 

And  it's  not  toothpaste  or  razors  that  will  be  sold.  His- 
tory shows  that  new  products  and  services  are  created  to 
take  advantage  of  a  new  medium's  selling  power.  Nike 
probably  wouldn't  exist  without  television.  Look  for  a 
whole  new  set  of  companies  to  arise  that  understand  the 
power  of  this  new  medium  and  its  ability  to  sell  directly. 
The  economics  will  drive  what  is  in  your  face.  ■ 
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Mickey  Kan  tor  crosses 
his  arms  and  leans  back 
hard  in  his  chair  when 
he  fields  a  question  on 
free  trade.  The  defensive 
posture  comes  just  as  the  United  States 
Trade  Representative  is  taking  the  of- 
fensive against  Japan,  threatening  to 
impose  $5.9  billion  in  tariffs  on  luxury 
car  makers  like  Lexus.  It  is  May  12, 
the  day  the  news  of  the  sanctions 
broke,  and  the  corridors  leading  to  his 
offices  across  the  street  from 
the  White  House  are 
strangely  silent.  A  lone  Japa- 
nese TV  cameraman  stands 
on  the  stoop  of  the  building, 
on  17th  Street  N.W.  in 
Washington,  D.C.  An  aide 
has  mentioned  that  Kantor 
likes  to  prepare  for  one-on- 
one  interviews,  requiring  his 
staff  to  create  elaborate 
memos  on  anticipated  ques- 
tions. A  black  spiral  briefing 
book  lies  on  the  conference 
table  in  Kantor's  office,  and 
he  occasionally  refers  to  it 
early  in  the  conversation. 

Kantor  attracted  attention 
during  the  first  two  years  of 
the  Clinton  administration 
by  leading  the  charge  to  pass 
71  agreements  to  expand 
trade.  These  included  such  high-pro- 
file deals  as  NAFTA  and  GATT. 
Though  his  zealous  approach  to  nego- 
tiations has  raised  admiration  in  some 
and  hackles  on  others,  Kantor  claims 
he  is  "not  a  theologian"  but  rather  a 
"pragmatist"  when  it  comes  to  the 
issue  of  free  trade. 

He  believes  there  should  be  "level 
playing  fields"  and  that  overseas  mar- 
kets must  be  opened  by  any  means 
necessary.  The  summer's  fracas  over 
auto  parts  captured  die  world's  atten- 
tion, but  Kantor  and  his  aides  have 
been  just  as  involved  in  international 
trade  talks  on  telecommunications  and 
computers.  These  talks  centered  on 
the  task  of  creating  international  stan- 
dards for  communications,  and  on  is- 
sues of  electronic  com- 
merce and  trade  over  the 
Internet.  Here,  Kantor 
may  be  slightly  less  than 
clear  on  die  concept. 


He  readily  admits  that  the  indus- 
trial-era methods  used  by  the  govern- 
ment to  determine  trade  deficits  are 
no  longer  relevant  in  the  new  infor- 
mation economy.  But  he  remains  un- 
sure whether  software  falls  into  the 
category  of  goods  or  services. 

Kantor,  who  turns  56  this  month, 
is  one  of  the  elders  of  the  Clinton  ad- 
ministration. His  role  as  national 
chairman  of  the  Clinton/Gore  '92 
campaign  secured  his  current  job  in 
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Kantor 

Skilled  brinksman  or  mad  bomber? 
Clinton's  pugnacious  trade  negotia- 
tor talks  about  playing  hardball  with 
software,  Chinese  pirates,  and  Japa- 
nese barriers  that  never  go  away. 
BY     GENE     KOPROWSKI 


Washington,  but  the  former  Los  An- 
geles corporate  lawyer  has  been  in- 
volved in  politics  for  decades.  He  was 
a  member  of  the  board  of  the  Legal 
Services  Corp.  with  Hillary  Rodham 
Clinton  during  the  Carter  administra- 
tion. He  also  served  on  the  Christo- 
pher Commission  after  the  Los  Ange- 
les riots  in  1992. 

Just  what  can  high-tech  America 
expect  from  Kantor?  Will  there  be 
more  market-setting  scuffles  in  semi- 
conductors, computers  and  communi- 
cations equipment?  Or  will  the  USTR 
revert  to  the  pro-free  trade  stance  of 
the  NAFTA  accord?  Kantor  talked 
with  Forbes  ASAPs  Gene  Koprowski 
about  these  and  other  subjects. 

ASAP:  Why  do  trade  deficits  matter  in 
the  new  economy? 

KANTOR:  I  think  you  have  to  be  bal- 
anced about  trade  deficits  and  their 
economic  effects.  The  content  of  a 


trade  deficit  is  much 
more  important  than  the 
deBcit  itself. 

If  the  content  of  your 
deficit  is  the  result  of  an 
imbalance  of  products  or  services  d 
represent  high-wage  and  high-skill 
jobs,  that  is  one  matter.  If  it's  morej 
product  of  other  factors,  such  as  coi 
ponent  parts,  that  is  another. 
ASAP:  Please  give  an  example. 
KANTOR:   The   U.S.    economy  h 
grown  very  fast  over  the  la 
27  months.  It  shouldn't  su 
prise  anyone  that  our  trac 
deficit  grew  even  with  dn 
matically  increasing  exports. 
As  your  economy  grow 
you  attract  component  pan! 
for  growing  industries  as  the 
become  more  competitive  in 
globalized  economy.  And  o 
course,  consumers  have  mor< 
money  to  spend,  so  import 
will   increase   as  well.  Th< 
good  news  is  that  your  econ 
omy  is  growing.  The  othe 
news — I    don't   call    it   bac 
news — is  that  your  deficit  may 
grow.  But  our  trade  deficit  in 
1994,  which  was  the  largest  in 
dollar  terms  in  history,  was 
only  the  sixth  largest  in  rela- 
tion to  our  gross  product. 
ASAP:  A  globalist  would  say  that 
measuring  a  trade  deficit  between 
countries  is  like  measuring  a  trade 
deficit  between  Florida  and  Kansas. 
KANTOR:  To  some  degree,  it  begs  re- 
ality. There  are  variations  between 
countries  in  terms  of  the  relative 
openness  of  their  economies.  We  have 
the  largest  open  market  in  the  world. 
But  that  doesn't  mean  the  U.S.  market 
is  completely  open  to  foreign  goods. 

Compared  to  other  large  markets 
such  as  Japan  or  Europe,  we're  much 
more  open.  The  European  Union  and 
Japan  maintain  trade  barriers  of  some 
significance.  Japan  has  the  most  closed 
market  of  any  developed  country  for 
manufactured  goods. 

So  it  is  not  like  trade  between 
Kansas  and  Florida, 
since  we  have  an  inter- 
state commerce  clause 
that  forbids  the  kinds  of 
barriers      that     Japan 
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^tffe^  maintains  and  that  oth- 
J  ers  mamtam-  We  have  a 
^  global  economy.  But  not 
L^m  ^^  everyone  is  playing  In 
■  ^  fl  the  same  rules. 
ASAP:  What  about  the  changes  under 
GATT  and  the  World  Trade  Organi- 
zation? 

KANTOR:  Let  me  add  one  other  factor. 
The  most  important  element  in  the 
Uruguay  Round  was  that  free  trade  is 
a  single  undertaking.  What  does  that 
mean?  It  means  that  after  a 
period  of  phase-in,  every 
country  in  the  world  will 
play  by  the  same  rules.  His- 
torically, that  has  never  been 
the  case.  Starting  in  1947 
with  GATT,  no  more  than  45 
countries  ever  signed  free- 
trade  agreements. 

That  meant  we  had  free  riders.  To 
go  from  that  system  to  true  free  trade 
will  mean  three  things:  a  more  open 
world  economy,  greater  growth  for  the 
U.S.  economy  and,  frankly,  building 
credibility  among  the  American  people 
that  trade  is  in  their  interest. 
ASAP:  Isn't  Japan  just  shooting  itself  in 
the  foot  if  it  keeps  our  goods  and  ser- 
vices out?  Japan  has  a  producer-orient- 
ed economy.  We  have  a  consumer- 
oriented  economy,  and  we  have  a 
much  higher  standard  of  living. 
KANTOR:  I'm  not  a  theologian.  This  is 
a  practical  and  pragmatic  pursuit.  The 
fact  that  the  Japanese  maintain  trade 
barriers  may  in  the  long  run  hurt  their 
ability  to  be  competitive  and  innova- 
tive. It  certainly  has  in  the  glass  indus- 
try, which  is  a  dramatic  example  of 
that  phenomenon.  It  keeps  their  stan- 
dard of  living  low,  because  prices  re- 
main high.  Eventually,  it  will  be  inef- 
fective for  them  to  proceed  economi- 
cally in  a  world  that  is  globalized. 

However,  in  the  short  run,  and 
short  may  be  a  number  of  years,  it  has 
an  adverse  effect  on  their  leading  trad- 
ing partners.  And  of  course  we're  their 
biggest  market.  That's  why  we  are  so 
intent  in  this  administration  on  open- 
ing Japanese  markets  to  U.S.  and 
other  foreign  competi- 
tive products. 
ASAP:  Free  traders  say 

t2  the  government  is  meas- 

i  4&      uring  the  economy  of 


the  1950s,  not  the  1990s.  Isn't  it  time 
to  change? 

KANTOR:  Absolutely!  We've  started 
looking  at  it  here  in  terms  of  what  are 
the  necessary  and  relevant  components 
in  how  we  describe  trade  success  and 
failure.  I  would  argue  that  we  ought  to 
look  at  employment,  growth  of  wages, 
competitiveness,  ability  to  be  produc- 
tive— and  how  trade  affects  all  of  that. 
The  mere  recitation  of  a  deficit  or  a 
surplus  is  of  little  moment. 


Balance  "/  think  you  have  to  be  balanced 

about  trade  deficits  and  their  economic  effects 

The  content  of  a  trade  deficit  is  much  more 

important  than  the  deficit  itself. " 


ASAP:  How  would  a  new  approach 
work? 

KANTOR:  We  have  a  trade  surplus  with 
Latin  America.  You  would  say  in  clas- 
sic terms  that  their  economies  are 
being  hurt,  when  the  opposite  is  true. 
They're  becoming  more  competitive. 
They're  growing  market  economies. 
The  industrial  markets  are  growing.  By 
the  year  2010,  we'll  have  more  exports 
to  Latin  America  than  to  Japan  and 
Europe  combined. 

They  are  importing  capital  goods 
and  components  to  build  their  indus- 
tries. All  of  that  is  beneficial. 

Trade  is  not  a  zero-sum  game.  By 
the  same  token,  the  fact  that  we  have  a 
trade  deficit  with  ASEAN  [Association  of 
Southeast  Asian  Nations]  countries 
could  be  a  reflection  of  a  number  of 
things.  WTiere  you  see  mature  relation- 
ships, for  instance  between  the  U.S. 
and  Canada,  or  the  U.S.  and  Europe, 
sometimes  you  have  a  deficit  and  some- 
times a  surplus.  That's  where  we  want 
to  get  with  the  entire  world.  Balance. 
ASAP:  But  why?  Specialization  and 
disequilibrium  are  good  things.  They 
spur  innovation  and  benefit  all. 
KANTOR:  To  some  degree  that  may 
border  on  a  theological  argument.  Bal- 
ance is  critical,  no  matter  how  you  de- 
scribe it.  We  are  the  most  creative  na- 
tion in  the  world  in  terms  of  software. 
We  had  $30  billion  in  exports  last  year 
in  the  copyright  area.  Only  aerospace 
and  agriculture  would  be  larger.  But 
you  see,  no  industries  are  unimportant. 
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ASAP:     Today,     much 
trade  is  being  done  elec- 
tronically, over  the  In- 
ternet and   other  net- 
works.   That    is    only 
going  to  expand.  How  do  you  meas 
that  trade?  Is  that  going  to  be  an  is: 
of  international  discussions? 
KANTOR:  It  already  is.  I  just  sp 
three  days  in  Canada  at  the  Q 
meeting,  with  Japan,  Canada,  the 
and  the  U.S.,  and  much  of  the  disci 
sion  was  about  telecommui 
cations,  information  hig]  fllOR'.^1 
ways,  and  what  other  discu 
sions  need  to  take  place 
liberalize  this  area  and  pn 
tect  property  rights  at  tl 
same  time.  That  was  a  majc 
part  of  our  discussion.  W 
had  other  discussions  with  Japan,  in  ac 
dition  to  autos  [laughs].  We  hav 
grave  concerns  about  their  patent  sys 
tern.  We  think  it  is  too  narrow. 
ASAP:  Are  you  going  to  harmoniz 
telecom  equipment  standards  interna 
tionally? 

KANTOR:  You  have  to  be  somewha 
careful  about  where  you  go  and  how 
fast  you  move.  Issues  change  every  da} 
with  new  technologies  and  increasing 
sophistication  of  networks.  We're 
learning  that  there  may  be  no  limita- 
tion, except  our  imagination,  on  how 
we're  going  to  deliver  information  and 
communicate  in  the  future.  Therefore, 
as  trade  negotiators,  we  have  to  be 
flexible  and  creative.  We  are  not  going 
to  be  stampeded  into  quick  decisions 
that  may  prove  unfortunate,  given  the 
complications. 

ASAP:  If  we're  reading  you  right, 
you're  saying  that  you  don't  want  to 
set  hard-and-fast  standards  with  so 
many  changes  happening  so  quickly. 
KANTOR:  Yes.  It  is  incumbent  upon  us 
to  interact  not  just  with  governments, 
but  with  industries.  I  am  concerned 
that  the  importance  of  the  area  will 
drive  us  to  agreements  that  are  too 
limited  in  scope  or  not  as  sensitive  to 
future  concerns  as  they  should  be.  I 
would  rather  make  sure  agreements  are 
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broad  enough  and  pro- 
tective enough  to  make  a 
difference. 

We  want  the  stan- 
dards    to     be     applied 
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voluntarily.  In  the  talks 
in     British     Columbia, 
Canada  proposed  a  mu- 
tual recognition  agree- 
ment for  test  data  for 
lecom  equipment — faxes,  telephones, 
jmputers — that    means    that    each 
Duntry  would  accept  the  test  data 
i  'om  laboratories  of  other  countries. 
"c  ^  SAP:  Do  you  envision  a  day  when  all 
: '  f  the  telecom  companies  in  one  coun- 
^  ry  can  compete  for  business  in  anoth- 
***{  r  country? 
H  ANTOR:  You've  got  to  have  a  greater 
^ision  of  open  markets,  of  allowing 
•:  telecom  companies  to  compete  in  both 
^  flervices  and  equipment.  But  the  fact  is, 
1  feat  means  real  market  openings.  We 
•pave  a  private  industry.  Many  Euro- 
"■  "pean  nations  have  a  public  telecom  in- 
1  iustry.  You  have  to  balance  those 
'"■  things  off.  There  are  desires  for  cross 
Ml  sj  investments.  But  we  have  to  see  how 
that  affects  our  ability  to  compete. 
~"m  Can  our  companies  invest  there  as 
™well?  We  welcome  competition.  But 

we  want  a  level  playing  field. 
1,1  ASAP:  You  think  that  can  be  achieved? 
4  KANTOR:  That  is  achievable. 
ASAP:  Let's  talk  about  China,  a  coun- 
try that  has  had  some  technological 
run-ins  with  your  office.  At  the 
request  of  the  U.S.  government, 
they've  apparendy  closed  down  seven 
factories  that  were  pirating  CD- 
ROMs.  They've  had  some  raids  on 
software  companies,  too.  Are  the 
changes  real  or  only  cosmetic? 
KANTOR:  They've  destroyed  two  mil- 
lion pirate  products.  It  is  real.  We 
have  to  make  sure  our  intellectual 
property  agreements  continue  to  be 
enforced  with  them.  We  will  work 
with  our  Chinese  counterparts  in  this 
regard.  They  have  accepted  technical 
assistance  from  us.  They  are  allowing 
the  FBI,  the  Patent  and  Trademark 
Office,  the  Department  of  Commerce 
and  others  to  set  up  offices  in  China 
to  work  with  them. 

They've  also  agreed  to  set  up 
customs  systems  much  like  the  U.S. 
customs  systems.  And  they  have  set  up 
special  teams  at  the  na- 
tional and  provincial  lev- 
els to  enforce  the  law. 
ASAP:  How  much  of  a 
threat  were  the  Chinese 
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before  the  agreement? 
KANTOR:  They  were  a  threat  in  two  or 
three  ways.  One,  they  were  clearly 
hurting  our  industry  by  allowing  these 
pirating  activities  to  take  place.  In  ex- 
porting the  products  to  third-country 
markets,  they  were  denying  us  sales. 
Two,  they  were  denying  us  the  right 
to  participate  fairly  in  their  market. 
Third,  the  piracy  was  hampering 
American  investment  in  that  market. 
ASAP:  How  do  you  set  priorities  in 
trade  matters? 

KANTOR:  We  work  closely  with  indus- 
try in  terms  of  where  they  see  the  pri- 
orities and  the  important  markets,  and 
the  intersection  of  the  importance  of  a 
market  and  the  impediments  to 
trade — lack  of  protection  for  copy- 
rights, patents  and  trademarks.  China, 
India,  Brazil,  Turkey,  Japan  and  Korea 
in  telecom  are  the  countries  that  are  of 
the  greatest  focus  for  our  high-tech 
industry.  We  talk  to  the  people  who 
are  trying  to  conduct  business  every 
day.  They  are  more  experienced  than 
we  can  ever  be. 
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spreadsheets  can't  cope 

with  uncertain  or  fuzzy  numbers. 

But  now  there's  FuziCalc.  This 
Windows  spreadsheet  uses  revolutionary 
fuzzy  math  technology  to  achieve 
breakthrough  performance. 

Making  models  with  FuziCalc  is 
quick  and  easy.  And  if  your  numbers  are 
fuzzy  to  begin  with  then  FuziCalc  gives 
you  the  right  and  fuzzy  answer.  Call  now 
for  FREE  information. 

800-472-6183 

FAX  (615)  588-9487 
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BUSINESSES 
WANT  COST- 
EFFECTIVE 
SOLUTIONS 
TO  A  MAZE  OF 

CHALLENGES. 


TECHNOLOGY       WITH        A       VSION 
CAN        HELP        POINT        THE        WAY. 


In  today's  business  world,  prepar- 
ing for  the  future  requires  partnering 
with  someone  who  possesses  a  clear 
vision.  A  vision  in  which  state-of-the- 
art  technology  is  applied  in  new, 
productive  and  practical  ways. 

That's  why  growing  numbers  of 
financial  institutions,  colleges  and 
universities,  health  care  providers, 
retail  operations,  corporations  and 
government  agencies  are  turning 
to  Diebold  as  a  solutions  provider. 
Diebold  offers  quality  solutions  that 
satisfy  today's  needs  while 
helping  chart  the  way  to 
tomorrow. 


Through  its  expertise 
in  software,  service  and 
systems  integration,  Diebold 
is  bringing  the  future  closer 
by  tying  together  a  broad  range  of 
card-based  transaction  and  security 
systems.  Diebold  software  allows  a 
variety  of  systems  to  communicate 
and  interact  with  each  other  in  an  inte- 
grated solution  for  improved  efficiency, 
productivity  and  performance. 


At  all  stages  of  service  to  the 
customer  including    systems 

development,  design  and  imple- 
mentation --  Diebold  consultants 
determine  just  the  right  networks, 
facilities,  products,  software  and  serv- 
ices to  achieve  the  customer's  goals. 

Modular,  open-system  platforms 
enable  customers  to  easily  upgrade 
their  systems  as  new  features  become 
available  or  as  new  needs  develop,  so 
that  they  are  never  encumbered  by 
out-of-date  technology.  Customers 
benefit  further  from  Diebold 's  ongoing 
research  and  development 
program,  which  continues 
to  establish  new  standards 
in  systems  reliabilitv. 


For  the  financial  industry, 
Diebold 's  expertise  in  sys- 
tems integration  enables 
customers  to  increase  efficiency, 
enhance  fee  income,  strengthen 
security  and  ultimately  maximize 
shareholder  value.  Financial  cus- 
tomers have  long  relied  on  Diebold 
products  and  services  for  asset 
protection,  building  security  and  self- 
service  transaction  systems. 


Diebold  consultants  also  partner 
with  financial  institutions  to  imple- 
ment advanced  software  systems  to 
streamline  and  modernize  dissimilar 
networks  and  branches  that  have  been 
brought  together  through  mergers, 
acquisitions  and  consolidations.  To 
support   these   complex   systems, 
Diebold  provides  2,300  service  pro- 
fessionals in  400  locations  across  the 
United  States,  representing  the  largest 
and  most  reliable  service  network 
in  the  industry. 

In  markets  outside  the  financial 
industry,  Diebold  consultants  are 
applying  new  technology  to  improve 
efficiency  and  convenience. 

For  example,  life  at  many  of  the 
nation's  college  campuses  is  becoming 
simpler,  thanks  to  Diebold's  Inte- 
grated Campus  Access  Management 
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-;:  ICAM)  svstem,  which  allows  fee 

roavment,  meal  plans,  building  access 

:  and  security  monitoring  services  to  be 

;:  combined  in  one  all-encompassing 

network.  Diebold's  integrated  card 

systems  can  be  effective  in  all  tvpes  of 

campus-like  environments,  such  as 

hospitals,  airports  and  corporate 

facilities. 

Diebold's  innovative  pavment 
solutions  enable  retailers  to  excel  in 
the  highlv  competitive  marketplace 
bv  reducing  costs  and  increasing 
customer  satisfaction.  These  systems 
can  be  tied  to  the  retailer's  other 
self-service  and  security  networks  to 
further  improve  operations. 

Government  agencies  are  real- 
izing increases  in  efficiency  and 
security  bv  applying  Diebold's 


integrated  approach  to  automate 
benefit  payment  programs  and  protect 
against  fraud. 

Health  care  providers,  as  well, 
are  placing  greater  emphasis  on 
improving  productivity  and  enhanc- 
ing security.  Diebold  systems  can 
help  health  care  institutions  reduce 
paperwork  and  better  control  inven- 
tory through  automated  drug  and 
supply  dispensing  systems.  Diebold's 
security  systems  provide  effective 
solutions  for  hard-to-protect  areas 
such  as  pharmacies,  nurseries,  parking 
decks  and  research  labs. 

While  others  mav  fantasize  about 
future  technology,  Diebold  and  its 
customers  are  finding  new  ways  to  use 
today's  technology'  to  navigate  the  best 
path  through  the  maze  to  tomorrow. 


By  sharing  this  vision  of  applying 
technology'  in  innovative  and  practical 
wavs  through  systems  integration, 
Diebold  and  its  customers  are  helping 
to  shape  tomorrow  —  together.        D 

For  more  help  through  the  maze  to 
the  future,  write  to: 

Diebold,  Incorporated 

P.O.  Box  8230 

Dept.  9-79V 

Canton,  Ohio   44711-8230. 

Call  toll-free  1-800-999-3600. 
Fax  216-490-3794. 
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TECHNOLOGY=  FREEDOM  1 N 

Optimists  predict  the  Information  Age  will  end  authoritarianisn 
But  brave  human  action  remains  vital.  By  Virginia  I.  Postrel 


Is  information  technology  inherently  liberating?  Is  it  true, 
as  George  Gilder  proclaimed  in  this  magazine  in  February, 
that  Moore's  Law  "means  that  all  of  the  monopolies  and 
hierarchies  and  pyramids  and  power  grids  of  industrial 
society  are  going  to  dissolve"?  Or,  as  Tom  Peters  said  in  the 
same  issue,  that  "governments  are  becoming  irrelevant"? 

Like  Gilder  and  Peters,  I'm  a  techno-optimist.  Tech- 
nology, especially  technology  that  carries  ideas,  has  been  a 
powerful  liberating  force.  But  it  is  foolish  to  think  that 
technology  alone  can  end  oppression. 

In  an  1853  speech,  Frederick  Douglass  declared:  "Slav- 
ery has  no  means  within  itself  of  perpetuation  or  perma- 
nence.... It  has  an  enemy  in  every  bar  of  railroad  iron,  in 
every  electric  wire,  in  every  improvement  in  navigation...." 

Douglass  was  wrong  about  slavery's  inevitable  demise. 
Recent  scholarship,  notably  by  Xobel  laureate  economist 
Robert  Fogel  and  economic  historian  Stanley  Fngerman, 
demonstrates  that  slavery  was  economically  efficient  for 
slave  owners;  contrary  to  Douglass,  it  could  perpetuate 
itself.  Slavery  died  not  because  of  technical  progress  but 
because  of  a  great  and  bloody  war. 

Institutions  get  changed  not  by  machines,  but  by 
human  action.  Long-distance  phone  competition,  and  the 
enormous  fiber-optic  networks  it  engendered,  was  not 
inevitable;  bullheaded  Bill  McGowan  of  MCI,  a  lot  of 
lawyers  and  favorable  court  rulings  made  it  possible. 
George  Gilder  can  educate  his  children  at  home  not 
because  of  computing  power  but  because  home  schooling 
radicals  fought  and,  in  one  celebrated  case,  died  to  win 
that  right.  Technology  doesn't  exist  in  a  legal  vacuum. 

Two  current  proposals  challenge  techno-optimist  deter- 
minism. One  would  censor  sexual  material  on  the  Internet. 
The  other  would  establish  a  national  worker  registry. 

The  censorship  plan  is  just  the  sort  of  law  the  vastness 
of  the  Net  supposedly  renders  irrelevant.  By  an  84-to-16 
vote,  the  Senate  recently  passed  an  amendment  to  the 
telecommunications  reform  bill  that  would  impose  prison 
terms  and  large  fines  on  anyone  who  sends  "any  obscene 
communication  in  any  form"  over  an  electronic  network. 
The  bill  has  implications  beyond  sex  tallq  erotica  may  well 
be  the  Net's  "killer  app,"  the  mass-appeal  use  that 
explodes  the  market — as  heretical  religious  pamphlets  were 


for  the  printing  press  and  porn  movies  were  for  the  VO 

It  is  difficult  to  imagine  how  such  a  law  could  be  con 
prehensively  enforced.  But  arbitrary  and  selective  enfora 
ment  will  make  government  anything  but  "irrelevant"  1 
the  people  who  get  caught. 

When  the  16th-century  French  government  tried  t 
stamp  out  Protestant  books,  it  failed  miserably.  "What  di! 
it  matter,  under  these  circumstances,  that  a  printer  here  c 
there  was  arrested,  or  even  burnt?"  write  historians  Lucie 
Febvre  and  Henri-Jean  Martin.  Printing  made  governmen 
"irrelevant." 

A  worker  registry  poses  an  even  more  fundamenta 
challenge  to  techno-optimism.  It  uses  decentralized  tech 
nology  to  centralize  control.  To  curb  illegal  immigrants 
one  proposal  would  require  every  American  who  wants  tc 
work  to  be  registered  in  a  federal  database  and  obtain  ar 
identification  card.  Every  employer  would  have  to  tap  intc 
federal  computers  to  verify  that  the  worker  is  legal.  The 
entire  scheme  is  plausible  only  because  computers  and 
phone-based  networks  are  cheap  and  ubiquitous. 

"Whether  the  card  carries  a  magnetic  strip  on  which 
the  bearer's  unique  voice,  retina  pattern  or  fingerprint  is 
digitally  encoded,"  writes  Sen.  Dianne  Feinstein  (D.,  Calif.) 
in  Roll  Call,  "or  whether  it  incorporates  a  digitized  photo 
and  signature  integrated  into  the  plastic  card  itself,  it  is 
clear  to  me  that  state-of-the-art  work  and  benefits  eligibil- 
ity IDs  can  and  must  replace  the  Dinosaur  Age  documents 
now  being  used." 

The  government— and  the  accuracy  of  its  computer 
records — will  control  everyone's  livelihood.  So  much  for 
dissolving  those  "monopolies  and  hierarchies  and  pyramids 
and  power  grids." 

The  techno-optimist's  answer  to  Feinstein  is  that  such 
systems  can  be  hacked.  Cards  and  databases  can  be  faked. 
Or  people  can  work  off  the  books  and  hide  their  assets 
using  encryption.  In  other  words,  laws  can  be  broken. 

When  techno-optimists  declare  governments  "irrele- 
vant," they're  implicitly  announcing  their  willingness  to 
become  criminals.  Most  of  us  prefer  other  options.  And 
that  means  relying  on  more  than  technical  progress  to 
protect  our  freedom.  ■ 

— I  'irginia  I.  Postrel  (l/Postrel@aol.com)  is  editor  of  Reason  magazine. 
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If  armies  "'travel  on  their 
stomachs,"  then  the  modern 
corporation  rides  into  battle  on 
its  networks.  Networks  have 
become  both  a  corporate  asset 
and  a  corporate  weapon, 
enabling  new  applications  and 
reducing  costs. 

But  which  network?  The  stalwart  voice 
network  that 
connects 
your  managers  to  the  world?  The  data  net- 
works that  tie  your  computers  together?  The 
networks  that  extend  to  your  customers  and 
suppliers,  enabling  paperless  buying?  Or  the 
international  networks  that  handle  your 
voice,  data,  facsimile  and  image  communica- 
tions around  the  globe? 

That's  just  the  problem:  Most  companies 
don't  have  only  one  network,  they  have  at 
least  four.  With  some  parts  of  the  network, 
the  real  issue  is  cost  control  -  whether  they 
can  drive  the  cost-per-minute  of  their  voice 
and  data  needs  to  get  maximum  discounts,  or 
set  up  their  own  private  networks,  even  to  the 
point  of  running  their  own  microwave  dishes 
or  satellite  plants  between  locations. 

The  question  is,  does  the  modern  corpo- 
ration want  high  performance  or  low  cost? 
The  obvious  answer  is  both.  But  "both" 
means  that  a  firm  has  the  internal  expertise  to 
design  a  network  (or  the  good  sense  to  out- 
source to  experts),  the  tools  to  measure  how 
that  network  is  doing,  and  the  alertness  to 
change  that  network  quickly  when  traffic 


volume  dictates. 

And  if  it  doesn't?  Then  it 
will  find  that  its  performance  is 
too  low,  costs  too  high  and 
major  competitors  have  both  a 
speed  and  a  cost  advantage. 
Napoleon  said  the  key  to  vic- 
tory is  never  to  interrupt  your 
enemy  while  he  is  in  the  midst  of  making  a 
mistake,  and  mismanaging  networks  is  just 
such  a  lesson  in  poor  planning  and  imple- 
mentation. 

Further,  the  innovative  company  wants  to 
design  its  network  so  there  is  no  single  point 
of  failure.      That  means  there  is  enough 

Networks  have 
become  both  a 
corporate  asset 
and  a  corporate 
weapon, 
enabling  new 
applications 
and  reducing 
costs. 

redundancy  built  in  so  that  the  network  oper- 
ates even  if  circuits  are  cut,  the  central  office 
is  flooded  -  even  if  the  PBX  explodes.  A  net 
work  that  is  vulnerable  can  bring  a  corpora- 
tion to  its  knees,  even  put  it  out  of  business  if 
service  cannot  be  restored  quickly. 

Rule  Number  One:  Networks  Always  Grow 

Running  networks  used  to  be  easy.  When 
traffic  increased,  you  just  called  your  local 
carrier  and  bought  a  few  more  circuits.  So 
what  changed? 

The  old  rule  of  thumb  was  that  a  compa- 
ny's voice  traffic  was  80%  of  its  volume 
while  data  and  fax  were  20%.     The  data 
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What 

DOES  THE  NEXT 

GENERATION 
WANT  FROM  US, 

ANYHOW? 


Movies  on  demand.  Desktop 
teleconferencing.  Interactive  video 
games  and  home  shopping. 
Not  some  day  Today 
That's  what  local  phone 
companies  across  the  country  are 
starting  to  deliver.  And  at  AT&T 


Broadband  System.  It  lets  phone 
companies  add  on,  not  throw  out. 
So  in  a  few  years,  it  gets  updated. 

Not  outmoded. 

Then  there's  our  5ESS®-2000 
Switch,  found  by  a  study  based  on 
FCC  data  to  be  the  most  reliable 
digital  switch  on  the  market. 

Two  years  in  a  row 

Beyond  sheer  technology  there's 
the  subject  of  resources.  Where 
nobody  even  comes  close. 

Only  AT&T  Network  Systems 
provides  local  phone  companies 
with  end-to-end  broadband  solutions. 

From  planning  and  financing  to 
manufacturing  and  installation. 
From  management  consulting  to  the 
engineering  expertise  of  Bell  Labs. 


Millions  of  people  ready  for  new  video  dialtone 
services. 

(Our  total  solutions  let  local  phone  companies  give 
you  what  you  want,  fast) 


Network  Systems,  we're  proud  to  be 
a  big  part  of  it. 

Why  us?  Because  more  than  any 
other  network  systems  partner, 
we've  got  the  technology  the 
resources  and  the  experience  to 
help  get  new  broadband  services  to 
market.  Fast. 

For  starters,  we've  got  the  world's 
first  evolvable  ATM  (Asynchronous 
Transfer  Mode)  technology:  the 
AT&T  Globe View™-2000 


All  of  which  helps  phone 
companies  leap  the  formidable 
hurdles  associated  with  broadband 
technology  And  helps  you  get  the 
new  video  dialtone  services  you've 
been  hearing  about. 

So  keep  an  eye  out  for  interactive 
video,  movies  on  demand  and 
multimedia  in  your  neighborhood. 

Thanks  to  your  local  phone 
company  and  AT&T  Network 
Systems,  you  won't  have  to  wait  long. 


AT&T 

Network  Systems 
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traffic  was  simply  converted  to  look  like 
more  voice  traffic,  and  rode  as  a  "guest" 
on  the  voice  network.  That  lasted  until 
1992  for  most  companies,  and  then  the 
world  began  to  explode.  Voice  traffic  con- 
tinued to  grow,  but  at  a  very  reasonable 
3%  per  year  per  employee.  But  data  - 
data  started  growing  35%  a  year!  And 
data  behaved  differently  than  voice  -  it 
was  unpredictable  and  unforgiving  in  its 
requirements  for  error-free  transmission. 
The  data  traffic  required  instantaneous, 
wide  and  accurate  bandwidth  -  and  it 
wanted  it  right  now! 

While  every  white-collar  employee 
regards  his  telephone  as  a  birthright,  that 
employee  now  has  a  personal  computer  as 
well.  When  these  devices  stood  alone, 
they  presented  no  special  problem  for  the 
network  designers,  but  you  know  what 
happened  next  -  they  began  to  get  con- 
nected to  local  area  networks.  We  are 
reaching  a  point  in  American  industry 
when  every  white  collar  employee  has  a 
personal  computer,  is  attached  to  the 
LAN  and  is  sending  and  receiving  (at 
minimum)  electronic  mail. 

The  problem  is  that  we  have  built  this 
infrastructure  by  a  patchwork  method  -  a 
LAN  here,  a  server  there.  For  every  50 
employees  on  that  LAN,  we  have  one 
full-time  person  who  has  to  support  them. 
Information  technology  is  costing  busi- 
ness a  minimum  of  $1,300  per  end  user 
just  for  support  costs.  Well-run  compa- 
nies are  now  including  these  previously 
hidden  costs  in  their  view  of  networks, 
and  installing  network  diagnostics  and 
software  just  as  rapidly  as  they  can  to 
drive  costs  down  and  availability  up. 

Rule  Number  Two:  Networks  Always  Get 
More  Complex 

Today's  networks  are  50%  voice  and 
50%  data,  and  end  users  are  more 
demanding.  They  don't  just  want  to  send 
short  snappy  messages  -  they  often  want 
to  send  complex  graphics  or  request 
entire  databases. 

What  was  once  a  trickle  has  become  a 
deluge.  Entire  departments  are  devoted  to 
customer  service  and  need  almost  instan- 
taneous access  to  data,  some  of  which 
may  be  a  half  continent  away. 

Another  factor  is  the  downsizing  that 
has  taken  place  in  corporate  America.  Ten 
years  ago,  the  rule  of  thumb  was  six 
employees  for  every  manager.     Today, 
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hat  do  you 
do  when 
your  most 
important  assets 
are  your  people  and 
they  are  always  on  the 
move?  That's  the  challenge  of  ICS 
Deloitte,  a  global  consulting  firm  whose 
practice  focuses  on  SAP  software 
implementation. 

Consultants  are  always  on  the 
move — jumping  on  airplanes,  living  in 
hotels,  traveling  to  client  sites  and  con- 
stantly accessing  the  network  facilities — in 
short,  they're  "mobile  professionals"  who 
require  constant  support  while  on  the 
road.  That's  the  challenge  that  Anil 
Agarwal,  director  of  Global  Information 
Systems  at  ICS  Deloitte,  faces  in  support- 
ing over  1 ,000  traveling  professionals. 

"Our  field  consultants  request,  no, 
demand  the  same  access  to  information, 
the  same  connectivity,  the  same  interop- 
erability everywhere  in  the  world  that  they 
have  in  our  offices,"  says  Agarwal.  "And 
our  clients  want  to  know  how  well  our 
own  internal  communications  work 
before  they  entrust  us  with  theirs." 

Agarwal's  four-step  approach  is 
designed  to  do  just  that.  First,  he 
built  a  local  area  network  that 
supported  the  most  commonly 
used  protocols  (IP,  IPX,  SNA).  He 
then  made  these  protocols  avail- 
able over  a  wide  area  network  - 
anywhere  in  the  world.  His  third 
challenge  is  to  connect  the  1 0% 
of  his  consultants  who  want  all  the 
same  functions,  but  want  them  in  a 
wireless  mode. 

"The  real  challenge  is  to  integrate 
older,  proven  technology,  like  x.25  pack- 
et switching,  with  new  technology,  such 
as  frame  relay,  which  is  not  yet  available 
in  all  the  countries  in  which  ICS  Deloitte 
operates,"  he  says.  "Our  estimate  is  that 
balancing  what  is  needed  today  with 
what  we  will  need  in  the  future  will  mean 
constant  change,  but  change  that  is 
necessary  for  our  consultants  to  be 
effective  at  all  our  customer  sites." 


according    to   Yankee 
research,   it's    10  empl 
reporting  to  each  mana 
and  growing!      Super 
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manage  projects  and  pe 
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Desktop  videoconferencing  sounds  like  i 
way  to  keep  people  and  projects  on  track, 
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But  videoconfe 
encing  uses  network 
and  all  that  traffic  h; 
to  be  factored  in.  D 
you  want  your  currer 
cy  traders  to  wait  for  accurate  prices  c 
do  you  \vant  to  guarantee  both  the  trade 
and  the  videoconference  can  go  off  with 
out  a  hitch? 

Do  you  want  to  eat  well  or  sleep  well' 
The  communications  manager  sit: 
right  in  the  middle  of  this  conundrum.  I 
is  the  manager  who  must  balance  cosi 
with  performance,  expected  growth  with 
architecture  decisions,  and  what  can  be 
done  internally  versus  what  services 
should  be  outsourced. 

The  communications  manager  is  the 
only  one  who  can  see  what  the  traffic  pat- 
terns are  -  for  example,  that  an  east  coast 


Ascom  Timeplex.  Because  it  takes  a  world 
of  experience  to  do  networking  right. 

For  over  25  years,  Ascom  Timeplex  has 
been  a  worldwide  leader  in  multinational 
enterprise  networking  systems  and  services. 
We  design,  manufacture,  sell  and  support 
network  solutions  to  move  and  manage  your 
business-critical  information  around  the 
office,  around  the  enterprise  and  around  the 
globe'.  And  we  do  it  from  start  to  finish. 

Sure,  a  lot  of  networking  companies  can 
drop  off  a  box  and  run.  But  if  you  want  the 
peace  of  mind  that  comes  from  partnership 
without  compromise,  you  need  the  company 
that  networks  the  world.  Ascom  T'meplex. 
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Partnership  without  compromise. 
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division  has  extra  traffic  capacity  after 
6:00  p.m.  and  that  the  firm  can  save 
money  by  routing  San  Francisco  to  Los 
Angeles  traffic  through  New  York. 

Rule  Number  Three:  Networks  Have  Lite  Cycles 

Network  managers  do  much  more 
than  provide  circuits  and  bandwidth  to 
the  wild  cowboys  who  want  everything 
instantly  and  hang  the  cost!  To  begin 
with,  they  insist  on  building  a  "bill-back" 
system  so  that  managers  not  only  know 
their  costs  but  get  accurate  bills  sent  to 
the  profit  center.  Want  to  use  the  video- 
conferencing room?  The  cost  may  be  $30 
per  hour  before  8:00  a.m.  (when  capacity 
is  available)  and  $120  per  hour  at  10:00 
a.m.,  when  extra  capacity  is  needed. 

The  second  important  task  for  net- 
work managers  is  to  provide  a  level  of 
interoperability  inside  the  company.  By 
strategically  placing  routing  technology, 
companies  can  be  assured  that  employees 
can  "talk"  to  one  another,  no  matter  what 
protocols  they  have  chosen. 

The  third  task  is  to  provide  a  vision  of 
where  the  network  is  going  and  to  sell 
that  vision  internally.  So  far  we  have  said 
that  the  network  manager  is  a  tough  cost 
accountant  (billing  back  costs),  a  hard- 
nosed  purchasing  agent  (seeking  maxi- 
mum discounts)  and  a  visionary  who  can 
anticipate  the  needs  of  a  corporation  even 
before  its  lines  of  business  do.  To  that 
awesome  list,  we  add  marketing  -  the  net- 
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AT&T  Network  Systems 

odays  end  users  are  able 
to  look  to  the  public  network 
for  a  range  of  services  and 
capabilities  hard  to  imagine 
only  a  few  years  ago.  The 
public  network  today  offers 
technology  options,  not  apologies  for 
technology  limitations.  Telephone  and 
cable  companies  can  now  provide  their 
customers  with  access  to  a  variety  of 
advanced  technology  applications  such 
as  interactive  TV,  distance  learning  and 
access  to  the  Internet.  Software  break- 
throughs have  played  an  important  role 
in  delivering  these  advanced  applica- 
tions. At  AT&T  Network  Systems,  we 
are  working  with  our  cable  and  tele- 


One  of  Ascom 
Timeplex's  cus- 
tomers is  Saturn 
Global  Network 
(SGN),  a  managed  net- 
work services  firm  specializing  in 
the  financial  services  industry.  Its  ser- 
vices include  international  managed 
end-to-end  services,  which  simply 
means  that  SGN  provides  a  service- 
level  agreement,  guaranteeing  a  specific 
series  of  telecommunications  services 
and  freeing  customers  from  managing 
and  ordering  either  circuits  or  sensitive 
terminating  equipment. 

SGN  is  a  wholly  owned  independent 
subsidiary  of  one  of  the  world's  largest 
money  brokers,  M.W.  Marshall.  In 
1 992,  SGN  found  that  by  combining  its 
voice  and  data  requirements  it  could 
achieve  sufficiently  large  economies  to 
enter  an  entirely  new  business  -  selling 
"extra"  capacity  to  other  firms. 

Utilizing  Ascom  Timeplex  LINK®  and 

work  manager  has  to  be  able  to  convince 
profit  cenfers  that  by  cooperating  and 
agreeing  to  standardize,  everyone  can 
benefit.  It  is  always  easier  to  build  in 
interoperability  than  it  is  to 


phone  company  customers 
to  help  them  effectively  uti- 
lize their  existing  networks 
and  to  quickly  and  cost 
effectively  deliver  these  new 
services,  whether  through  a  traditional 
wired  network  or  using  wireless  tech- 
nologies such  as  personal  communica- 
tion services  (PCS). 

"Today's  public  network  offers  end 
users  an  array  of  affordable,  flexible  and 
highly  reliable  solutions.  And  there's 
sure  to  be  a  continuous  stream  of  new 
opportunities  and  innovations  available 
to  end  users  as  the  promise  of  the 
Information  Superhighway  moves  closer 
to  reality." 

Carlr'on  S.  Fiorina 

Pre'  -v,  Norm  America,  AT&T  Network  Systems 


Synchrony™  switches  as 
well  as  Express  Switchir) 
products  to  combine  vo 
and  data  traffic,  the  conp 
ny  was  able  to  "squeeze" 
requirements  to  70%  of  the 
previous  total. 
"SGN  continues  to  expand  its  nei 
work  and  product  line  along  with  its 
successful  partnership  with  Tmeplex 
We  have  entered  into  new  markets  ir| 
line  with  our  customer  activity,"  says «.) 
Polonez,  general  manager,  Saturn 
Global  Network,  North  America,  whicll 
is  headquartered  in  New  York  City. 
"Through  our  new  network  nodes  sucl 
as  Budapest  and  Los  Angeles,  we  ca| 
offer  our  customers  very  flexible,  man- 
aged telecommunication  services  to 
Asia,  Australia,  North  America  and 
Western  Europe,  and  in  developing 
markets  such  as  Eastern  Europe." 

Ascom  Timeplex  can  be  reached  a| 
201-391-1111. 

Saturn  Global  Network  can  be 
reached  at  212-385-7979. 
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after  the  fact. 


add  it  after  the  fact. 

One  major  bank  recently  counted  th 
number  of  data  networks  it  had.  The  tota 
was  56!  Every  one  was  put  in  for  a  specif 
ic  reason  and  the  cost  justified  -  at  th< 
time.  It  was  the  job  of  the  network  man 
ager  to  convince  the  profit  centers  that  b) 
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Visit  the  Internet  site  of  the  following  companies  whose 
advertisements  appear  in  this  FORBES  ASAP. 


Advanced  Micro  Devices 

http://www.amd.com 

Ameritech 

http://www.ameritech.com 

Anixter  Inc. 

http://www.anixter.com 

AT&T  Network  Systems  Systimax 

http://www.att.com/nst/ 

Compaq  Computer  Corporation 

http://www.compaq.com 

GTE  Corporation 

http://www.gte4wcn.com 


Hensley  Segal  Rentschler  Inc. 

http://www.pol.com/hsr.html 
(E-mail)  segal@hsr.com 

Lawson  Software 

http://www.lawson.com 

Sterling  Software,  Inc. 

http://www.sterling.com 

Texas  Instruments  DSP  Solutions 

http://www.ti.com 

Texas  Instruments  Personal 
Productivity  Products 

xjrx@msg.ti.com 

Zenith  Data  Systems 

http://www.zds.com 


sharing  a  network,  standardizing  on  a  lim- 
ited set  of  protocols  and  combining  voice 
and  data,  they  could  have  higher  guaran- 
teed service  levels,  lower  maintenance 
costs  and  faster  implementation  of 
improvements.  And  it  still  took  two  years 
before  all  the  profit  centers  bought  in. 

"The  most  common  mistake  companies 
make  is  designing  a  network  myopically, 
looking  from  only  a  single  application 
perspective,"  says  Randy  N.  Phillips, 
president  of  Ascom  Timeplex.  "A  router 
decision,  a  frame-relay  decision,  or  a 
voice-support  decision  is  made  and  all  the 
questions  that  are  asked  are  too  often 
based  on  a  single  technological  approach 
to  design.  Too  often  the  company  finds 
the  acquired  platform  supports  just  a  por- 
tion of  the  applications  and  cannot 
migrate  into  the  future  effectively." 

Networks  are  far  more  than  voice  or 
data  switches,  local,  long  distance  or 
global  circuits,  more  than  personal  com- 
puters on  LANs  or  fax  machines  hum- 
ming throughout  the 
night.  Networks  are 
vibrant,  changing, 
living  things.  And 
they  can  significantly 
improve  a  company's 
bottom-line  results. 

For  example,  one 
toy  retailer  linked  its 
cash  registers  to  a  local  area  network  in 
each  store.  That  data  is  downloaded  each 


AT8T  Global  Private 
Systems 


'  he  concept 
of  a  private  net- 
work is  far  broad- 
er than  voice  and  data 
transport.  Today,  there  is  a 
host  of  building  manage- 
ment systems  -  from  power  and  climate 
controls,  safety  and  security,  to  video 
and  imaging.  These  are  in  addition  to 
interactive  multimedia  applications  that 
will  be  roaring  down  the  information 
superhighway  onto  your  network. 

"In  the  past,  each  of  these  could 
require  its  own  wiring  infrastructure. 
But,  times  have  changed.  These  dis- 
crete systems  can  be  integrated  and 


night  over  a  long-distance  wide  area  net- 
work to  headquarters. 

The  LANs  and  WANs  automatically 
signal  what  is  being  purchased  and  paid 
for.  Only  when  a  toy  has  been  paid  for  by 
the  consumer  does  this  toy  company  pay  its 
suppliers  and  then  reorder.  In  this  way,  the  toy 
company  has  dramatically  reduced  inventory 
levels  and  increased  inventory  turnover  by  sub- 
stituting communications  for  dollars. 

The  real  power  in  networks  is  the 


managed  from  a  single 
point  of  control,  simplify! 
administration  and  cont 
ing  costs  -  regardless  c| 
the  size  or  age  of  your 
building  or  office  space. 
"Deciding  now  to  retrofit,  or  install,! 
new  structured  cabling  system  that  h\ 
dies  all  of  these  subsystems,  will  makl 
your  building  work  harder  and  smartesl 
for  years  to  come.  It's  one  of  the  few] 
decisions  that  you  can  make  today  thl 
will  yield  tangible  returns  every  quarter,! 
every  year,  every  decade  over  the  enti| 
life  of  your  facility." 

Oavrd  A.  Laughfand 

Vice  President 

ff&T  Global  Private  Systems 
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WALL  STREET'S 


MAKE  SURE  THEIR 
INVESTMENTS 

NEVER 

GO  DOWN 


Imagine  you  re  trie  MK>  uireaor  01  a  inajui 
Wall  Street  brokerage  house.  You  know  that 
your  firm  depends  on  instant  access  to  ever- 
changing  market  information.  Even  minutes 
of  downtime  can  cost  the  firm  multi-millions 
in  lost  transactions.  Make  you  nervous? 

Not  if  you  have  a  complete  AT&T 
SYSTIMAX®  Structured  Cabling  System  (SCS) 
with  our  new  multi-channel  384A  Video 
Adapter  This  affordable  new  adapter  supports 
a  minimum  of  28  channels  of  broadband 
video  with  unmatched  reliability  And  since 
it  does  the  job  over  Category  5  Unshielded 
Twisted  Pair,  you  don't  need  to  worry  about 
installing  coaxial  cable. 


To  run  broadband  video 
over  Unshielded  Twisted  Pair, 
major  brokerages  depend  on 
ultra-reliable  AKT  SYSTIMAX® 
Structured  Cabling  Systems. 


As  always  with  SYSTIMAX  SCS,  you  get 
the  dependability  that  comes  only  with  the 
world's  most  tested  cable  products.  Which 
means  you'll  be  well  prepared  for  any 
new  applications  now  coming  your  way 
What's  more,  there's  the  peace  of  mind 
that  everything's  backed  by  Bell  Labs  and 
that  our  manufacturing  facilities  are 
ISO  9001  certified. 

So  whether  you're  looking  at  a  new 
installation  or  a  retrofit-  on  Wall  Street  or  off 
-  make  it  future-proof  with  SYSTIMAX  SCS. 
And  with  a  certified  installation,  enjoy 
the  protection  of  an  unsurpassed  15-year 
extended  product  and  applications 
assurance  warranty 

For  the  resellers  in  your  area  who 
can  bring  you  SYSTIMAX  SCS,  call 
1  800  344-0223,  ext.  5042.  Outside  the 
U.S.,  call  602  233-5895. 


AT&T  SYSTIMAX"  SCS 


THE  LAST  CABLING  SYSTEM 
YOU'LL    EVER    NEED 


AT&T 

Network  Systems 
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BOOST 
SALES? 

BY  JEFFREY  YOUNG 


i  "Salesforce  automation  ?  "  Hold  on  to  your  wallet.  There 
is  very  little  that  is  automated  about  using  technology  to 
improve  sales.  Even  less  is  standardized.  Every  compa- 
ny is  different,  every  sales  process  has  its  own  rhythms  and  every 
salesperson  has  his  or  her  own  touch.  There  is  o?ily  o?ie  rule 
about  successful  sales  and  technology  projects:  There  are  no  rules. 

McDonnell  Douglas  Helicopter  Systems:  In  the  desert  east  of  Phoenix,  among 
the  big  housing  developments  that  are  rapidly  replacing  endless  citrus  groves,  sits 
the  headquarters  of  McDonnell  Douglas  Helicopter  Systems.  The  massive,  high- 
ly secure  site  is  home  to  the  Apache  helicopter — technological  hero  of  Desert 
Storm  and  arguably  the  most  advanced  production  chopper  in  the  world. 

It  is  also  the  headquarters  of  a  small  group  of  sales  personnel  and  support 
staff  who  sell  McDonnell  Douglas's  commercial  helicopters  to  police  forces, 
armies  and  well-heeled  individuals  around  the  world.  Their  entry-level 
machine  is  the  MD  500E,  and  it  starts  at  about 
$665,000;  other  options  such  as  air  condition- 
ing, radios,  on-board  computers  and  the  like 
shift  the  average  price  up  to  about  $850,000. 
The  top-of-the-line  unit  costs  three  times  that. 
All  told,  there  are  more  than  500  options,  and 
at  this  level  "every  machine  is  custom,"  quips 
Alan  Neugebauer,  marketing  manager  for  the 
MD  500  series.  The  division  sold  35  commer- 
cial helicopters  last  year,  generating  about  $50 
million  in  revenue.  "Even  though  these  may  be 
million-dollar  sales,"  Neugebauer  says,  smiling, 
"when  they  want  to  buy,  you  want  to  strike." 
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MCDONNELL   DOUGLAS 


So  the  salespeople  now  carry  Apple  Macin- 
tosh PowerBooks,  loaded  with  an  array  of  sales 
tools,  including  a  full  contact  account  informa- 
tion database;  a  digitized  product  catalog  with 
full-motion  video;  animated  technical  descriptions  of  key 
features;  and  maps  of  support  depots  worldwide.  An  under- 
lying rules  table  prompts  for  accurate  combinations  and 
disallows  mistakes.  A  full-blown  purchase- 
order  generator  covers  all  the  fine  print, 
demands  initials  in  all  the  right  places  and 
requires  the  salesperson  to  get  all  the 
terms  and  conditions  down  in  writing.  The  sales  staff  also 
pack  small  ink-jet  printers,  so  contracts  can  be  instantly 
created. 

The  system  quickly  paid  for  itself  when  Neugebauer 
heard  that  the  Mesa,  Ariz.,  police  department  was  looking 
for  a  chopper.  He  lost  an  earlier  bid  for  the  business  when 
the  police  department  decided  it  couldn't  afford  to  buy 
from  McDonnell  Douglas.  Now  it  was  planning  to  lease 
from  a  competitor. 

A  McDonnell  Douglas  sales  manager  sprang  into  action, 
and  by  the  end  of  the  day  put  together  a  competitive  leas- 
ing bid.  Since  he  had  official  prices  on  his  PowerBook,  he 
could  write  a  formal  quote  in  minutes.  The  letter  library 
from  his  word  processor  let  him  create  the  proper  forms 
with  little  effort.  A  financial  analysis  was  quickly  put 
together  as  well  as  a  competitive  analysis.  "We've  got  our 


Corporate  America  still 
wrestles  with  the  question 
Does  sales  force  automa- 
tion improve  the  bottom 
line  or  represent  another 
high-tech  shackle? 
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official  pricing  module,  which  is  updated  daily,  on 
computer,"  Neugebauer  says.  "These  are  approved  pri(  iC 
When  the  salesman  finishes  configuring  the  helicopter  v, 
a  customer,  he  can  guarantee  the  price  and  get  a  signati 
on  a  purchase  order.  No  more  waiting  for  approval  fri 
the  home  office."  The  Mesa  police  department  couldr  $ 
resist.  To  McDonnell  Douglas,  the  contract  win  meii  i 
$700,000  in  added  revenue. 

Not  bad  for  a  sales  tool  that  was  creat 
for  less  than  $200,000  (including  stafceA 
salaries),  using  standard  Macintosh  pr  Sshen 
grams  such  as  MacDraw  Pro,  the  database  4th  Dimensit   |S 
and  HyperCard. 

A  million-dollar  sale  to  a  colonel  in  some  distant  cornip 
of  the  world,  or  a  quick  leasing  plan  drawn  up  to  sped! 
cation  in  minutes  and  approved  on  the  spot,  might  just  1 
the  ultimate  in  sales  technology. 
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There  is  no  part  of  any  enterprise  more  deeply  entwine! « 
with  America  than  selling.  From  snake-oil  salesmen  in 
Old  West  to  Willy  Loman  on  the  Broadway  stage,  fror 
IBM's  Tom  Watson  to  pitchwomen  on  QVC,  the  Ameri;  oiinter » 
can  character  is  inextricably  linked  to  the  salesperson's  lift 
The  commission  sales  structure  perfectly  captures  th 
country's  twin  pillars  of  belief:  every  individual's  desire  fo 
self-determination,  and  the  certainty  that  a  little  morn 
effort  will  result  in  another  sale  and  a  better  lifei 
Peddlers  with  sample  cases,  IBM  teams  witr 
white  shirts  and  blue  suits,  college  kids  with  vac- 
uum cleaners,  used-car  hawkers  on  asphalt  lots — 
all  of  them  share  the  delicacy  of  the  pitch,  the 
finesse  of  reeling  in  the  mark,  and  the  determi-l 
nation  to  go  right  out  and  do  it  again. 

But  can  the  sales  process  be  packaged,  quanti- 
fied and  bottled  in  a  blaze  of  programming 
code?  Or  is  it  an  unknowable  mystery  that  hap- 
pens when  one  person  wants  to  solve  a  problem, 
and  the  other  convinces  him  that  he  has  the 
solution?  Corporate  America  is  still  trying  to  fig- 
ure that  out. 

Over  the  past  20  years,  American  businesses 
have  used  inexpensive  personal  computers  to 
revamp  the  way  numbers  are  crunched,  customer 
records  are  stored  and  retrieved,  products  are 
manufactured  and  supplies  are  delivered.  For  the 
most  part,  however,  the  sales  process  has 
remained  fundamentally  untouched.  Cellular 
phones,  fax  machines  and  contact  management 
software  are  widespread,  but  they  don't  affect  the 
selling  process.  "Less  than  50%  of  top  salespeo- 
ple we've  surveyed  use  anything  more  technical 
than  a  cellular  phone,"  says  Ken  Dulaney,  head 
of  the  Gartner  Group's  sales  leadership  service. 
Technology  doesn't  seem  to  help  in  the  one 
essential  moment  of  every  sales  call:  the  close. 
Getting  a  lead  can  certainly  be  streamlined  with 
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>und  and  outbound  telemarketing  systems.  Managing 
opportunity  that  the  lead  presents — remembering  birth- 
Is,  kids'  names  and  when  to  follow  up,  for  instance — can 
improved  with  database  software.  Calendars  let  sales 
igement  keep  track  of  what  their  sales  teams  are  doing 
th  day.  But  how  can  high  tech  get  more  business  in  the 
|or — and  keep  it  there? 
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;en  Brunswig:  In  1992,  Jim  McLaughlin  had  a  problem. 
As  head  of  technology  and  R&D  for  Bergen  Brunswig, 
$8  billion  distributor  of  drugs  and  supplies  to  pharma- 
ts  based  in  Corona,  Calif.,  he  had  a  salesforce  of  300 
oring  for  a  contact  management  and  account  system. 
ey  were  fighting  a  tough  beachhead  war  at  every  phar- 
cy  in  the  nation  against  two  equally  big  competitors, 
cKesson  and  Cardinal.  All  delivered  essentially  the  same 
•and-name  and  generic  drugs,  both  for  prescription  and 
/er-the-counter  sales.  The  puzzle  was  how  to  distinguish 
e  company  and  create  loyalty  among  customers,  while 
:ducing  expenses  and  increasing  sales  revenue. 
"Getting  attention  in  a  pharmacist's  cramped  back 
a  ounter  was  almost  impossible,"  says  Sales  Manager 
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-conceived  and  poorly  executed  sales 
automation  tools  serve  the  role  of  a 
dragster  aimed  at  the  nearest  brick  wall 

Charles  Ball.  "Phones  are  ringing,  people  are  handing  in 
prescriptions.  There  is  little  time  for  quiet  reflection." 

Bergen  Brunswig  threw  out  the  rule  that  said  their 
salespeople  had  to  keep  the  data  they  gathered  private,  dol- 
ing it  out  to  customers  only  at  the  monthly  sales  appoint- 
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Categories  of  Sales  Automation  Software 


Custom  Software 

Developed  either  in-house 
or  by  contractor 


Negative 


More  costly  to  develop 

More  costly  to  maintain 
Longer  development 
cycle 


Example  Product 


Your  company  owns 
the  source  code 
Can  be  integrated 
Built  to  your 
company's  specs 


Average  Price 


$250,000  to  more 
than  $1  million 


Contact  Management 

Focuses  on  contacts,  call 
reminders,  tickle  files 


Not  usually  integrated 


Not  designed  around 
company  needs 

Hard  to  communicate 
data 


Easy  to  implement 


•  Focuses  on  the 
individual 

•  Economically  priced 


ACT!,  Symantec  Corp. 
800-441-7234 

TeleMagic,  TeleMagic  Inc. 
214-733-4292 

Maximizer 
Modatech  Systems 
604-736-9666 


$179.95  (single  user) 
$699  (four  users) 

$495  (single  user) 
$1 ,300  (five  users) 

$149  (peruser) 


Commercial  Sales 
Automation 

Has  all  the  benefits  of 
a  contact  manager  plus 
more.  Also  focuses  on 
competitors,  orders,  etc. 


Medium  to  high  in  price       •  Usually  integrated 


Vendors  not  always 
flexible  to  changes 


Competition  may  use 
same  product 


Usually  customizable 


Source  code  can  be 

owned 

Usually  supports  data 

communication 


TakeControl  Series, 
Brock  Control  Systems 
404-431-1200 

SNAP/VirtualOffice 
Sales  Technologies 
404-841-4000 


Proceed  Opportunity 
Management  System 
Salesoft,  Inc. 
614-785-9300 


min.  $30,000  for  five 
users,  then  $1,600  to 
$2,000  (per  user) 

$2,000-$3,000 
(per  user) 


$1,500-52,000 
(per  user) 


Productivity/ 
General  Purpose 

Processors,  e-mail, 
spreadsheets 


Often  used  on  a  limited 
basis 

Can't  generate 
productivity  gains  of 
other  three  categories 


Needed  by  most  users       Lotus  cc:Mail 

Microsoft  Excel, 
Microsoft  Word 
WordPerfect 


$95-$3,495 

$340 
$340 
$99-$319 

Source:  "Beyond  the  Blue  Sky," 

a  report  published  Dy  Culpepper  and  Associates 
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merits.  McLaughlin  rethought  the  business,  rode 
with  the  salespeople,  asked  what  they  needed  to 
stand  out  from  the  pack.  "If  we  were  going  to 
do  some  kind  of  sales  software  system,"  he 
explains,  "it  had  to  be  a  weapon." 

McLaughlin's  team  came  up  with  AccuSource,  a  prod- 
uct encyclopedia  and  presentation  system  for  salespeople 
that  was  designed  in-house  and  then  created  by  a  specialty 
Macintosh  developer,  Altro  Solutions  of  San  Jose,  Calif. 
AccuSource  not  only  provides  information  on  all  of  Bergen 
Brunswig's  12,000  products,  but  details  each  pharmacy  cus- 
tomer's account  status  graphically,  and  links  it  to  presenta- 
tions on  marketing  programs. 
But  when  salespeople  started 
taking  their  Macintosh  Power- 
Books  with  the  pilot  demo  out 
to  customer  sites,  a  curious 
thing  happened:  They  were 
asked  to  leave  them  behind  for 
a  day,  a  night,  a  few  hours,  so 
the  pharmacists  could  pore 
over  the  data  on  their  own. 

As  a  result  of  the  interest, 
Bergen  Brunswig  decided  to 
provide  the  system,  in  its 
entirety,  to  any  pharmacist 
who  wanted  it.  The  company 
wouldn't  be  just  a  drug  distrib- 
utor, but  an  information 
provider.  Now  delivered  twice 
monthly  on  CD-ROMs,  Accu- 
Source uses  every  __ 
piece  of  the  ^J 
Mac's  multimedia 
tool  kit  to  keep  pharmacists 
informed,  entertained  and, 
best  of  all,  ordering  products 
from  Bergen  Brunswig.  The 
price  of  the  lease — which 
includes  a  Macintosh  LC 
575 — is  just  enough  to  cover 
the  cost  of  the  equipment. 
That  cost  is  partly  mitigated 
by  advertising  that  the  compa- 
ny now  sells  to  drug  manufac- 
turers. These  messages  appear 
when  the  machine  is  unattend- 
ed, cycling  as  screensavers,  or 
can  be  launched  when  phar- 
macists go  to  order  specific 
competitive  products. 

The  system  was  introduced 
in  July  1994.  Ten  months 
later,  more  than  3,000  units 
had  been  leased,  reaching  half  of  the  company's  retail  cus- 
tomers. Bergen  Brunswig's  salespeople  initially  found  it 
hard  to  understand  what  their  role  was  going  to  be  if  cus- 


Cost  of  an  Average 
Sales  Call  in  1975 

$71 

• 

Cost  of  an  Average 
Sales  Call  in  1995 

$500 

• 

Cost  to  Automate  Your  Salesforce 
(per  employee) 

$8,000-$17,000 

• 

Average  Annual  Cost  to  Maintain 
Automation  System  (per  user) 

$2,100-$2,500 

• 

SFA  Software  Market  Revenue 
in  1994 

$549,600,000 

• 

Projected  SFA  Software  Market 
Revenue  by  2000 

$1,410,000,000 

• 

Compound  Annual  Growth  Rate 
(1993-2000) 

22% 

• 

Average  Time  to  Implement  SFA 

6-18  months 

Average  Payback  Period 

24  months 

• 

Percentage  of  Initial  SFA  Projects 
that  Fail 

80% 

• 

Average  Increase  in  Revenue  after 
Automation  (per  user) 

20%-30% 

• 

Percent  of  Companies  that  Design 
Their  Own  Automation  Software 

50% 

Sources:  Sales  Automation  Association. 

Culpepper  and  Associates. 

Information  Systems  Marketing. 

Frost  &  Sullivan. 


COMPANY  JEWELS:  Bergen  Brunswig's  salesforce  feared  they  might  be  reduced 
to  simple  ordei'  takas  when  they  equipped  phamuicists  with  AccuSource 
(above),  which  provides  detailed  product  and  account  info.  Instead,  customer 
appreciation  helped  grow  the  $8  billion  drug  supplier's  earnings  by  26%. 
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tomers  now  had  the  same  data  they  used  to  hoard  and  pre 
sent  at  their  monthly  sales  calls.  "We  were  all  pretty  wor- 
ried about  it,"  Ball  says.  "But  it  helps  the. 
BBdjenftunsuftiDiuo  Company     pharmacist  make  profitable  decisions  on  everyi 
prescription  he  fills.  For  the  first  time,  he  can 
directly  compare  the  costs  of  all  the  versions  of  a  particu- 
lar prescription.  Now  we're  welcomed  when  we  show  up." 
Because  the  system  is  much  easier  to  use  and  more 
effective,  it  has  generated  more  order  volume  from  drug- 
gists. Although  he  won't  directly  attribute  the  company's 
improved  results  to  the  new  system  alone,  company  Presi- 
dent Dwight  Steffensen  acknowledges  that  "over  the  past 
six  months,  in  a  very  tough  pharmaceuticals  and  health 
care  cost-containment  period,  we've  been  able  to  grow  our 
sales  revenue  by  1 1  %  year  to  year,  and  our  net  earnings  by 
26% — at  the  same  time  that  sales  expenses  have  dropped  as 
a  percentage  of  revenue." 

A   PATH    IN   THE   WILDERNESS 

It  is  this  promise  of  lower  costs  and  higher  revenues  per 
sales  rep  that  makes  many  companies  excited  about  the 
possibilities  technology  brings  to  the  sales  process.  But  the 
big  question  remains:  How  do  companies  get  there?  Some 
options: 

Customized  off-the-shelf  software:  This  is  the  most 
popular  approach  and  typically  the  least  expensive.  Syman- 
tec's ACT  is  a  very  popular  off-the-shelf  account  data 
manager,  while  Microsoft's  Office  suite  includes  both 
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What  to  Watch  Out  For  in  Implementing 
Salesforce  Automation 


MB  3o«o 

Lack  of  top 

■■ 

management  support 

■  32" 

Cost  of  hardware 

Complexity  of 
organizational  change 

s 

|  19% 

18% 
16% 
I  19% 

Lack  of  sales 
management  support 

■a 

1 5% 
1 19% 

ard"  capabilities 
ersonalizing  and 
mating  a  num- 
of  tasks,  and 
ect  Linking  and 
bedding  technol- 
for  linking  and 
ating  data  across 
Lications  and  doc- 
ents.  Many  com- 
nication  and 
ote-access  prod- 
s  can  be  wired 
(o  the  system,  and 
next-generation 
dows  95  operat- 
system  will  make 
ating  remote, 
>me  and  office 
iks  much  easier, 
ustom  applications 
n  be  built  using  Microsoft's  Visual  Basic.  The  flip  side  is 
at  these  systems  lack  some  of  the  fancier  data  linkages 
at  can  be  built  into  a  custom  design. 
All-in-one  packages  from  vendors  that  specialize  in 
desforce  automation  software:  In  the  past,  this  involved 
jmiproprietary  systems  from  such  industry  old-timers  as 
rock  Control  Systems  or  Dun  &  Bradstreet's  Sales  Tech- 
ologies.  The  appeal  is  that  the  set  of  integrated  applica- 
ons  will  satisfy  all  aspects  of  a  company's  needs;  the  draw- 


The  need  to  keep  | 
upgrading  hardware 

Cosi  of  internal  | 
software  development 

Lack  of  packaged  software 


■  13% 
I  11% 

1 11% 

I  11% 

9% 
I  11% 


Companies  whose  automation  led  to 
competitive  advantage  (N  =  94) 
Total  survey  population  (N  =  402) 


Source:  International  Data  Corporate 


No  salesperson 

can  carry  the 

entire  company 

catalog  and  price 

list  around  in  his 

head. 


Glossary 

Customized  Software — software 
developed  from  scratch  that  can  be 
enhanced  or  changed  to  meet  your 
company's  needs. 


Semicustom— sales  force  automa- 
tion software  that  requires  less 
than  35%  customization. 

Shrink  Wrap— software  that 
requires  no  customization. 

Help  Desk — a  small  full-time  staff 
that  helps  solve  problems  users  en- 
counter when  using  the  new  system. 

System  Administrator — person 
who  manages  the  SFA  system. 
Responsible  for  backing  up  files, 
making  sure  data  is  timely  and  rel- 
evant, and  implementing  other 
technically  related  tasks. 

Time  Management  Software-a 

scheduling  package  that  should 
include  a  pop-up  monthly  calendar 
and  a  tickler  system  to  follow  up 
on  meetings,  phone  calls  and  other 
personal  reminders. 

Up-Downloading — ability  to  upload 
and  download  files  from  a  central 
database  at  headquarters  to  a 
portable  computer  in  the  field. 

Pick  Lists — allows  salesperson  to 
specify  mailings  to  specific  cus- 
tomer groups  from  within  the 


sales  automation  system. 

Access  Rights — security  feature  of 
SFA  software  that  can  allow  or 
prevent  users  from  accessing 
information. 

Mail  Merge — software  tool  that 

enables  the  user  to  merge  letters 

with  customer  addresses 

or  other  database  information 

from  within  the  sales  automation 

system. 

Call  Monitoring — a  software  tool 
that  monitors  the  number  of  calls 
made  and  received. 

Personal  Digital  Assistant  (PDA) — 

a  handheld  computer  with  a  pen- 
based  entry  system.  It  combines 
telephony  with  PC  technology  and 
supports  the  wireless  transmission 
of  faxes,  e-mail,  etc. 

Multimedia — disseminating  infor- 
mation in  more  than  one  form, 
such  as  text,  audio,  graphics,  and 
full-motion  video. 

System  Navigation-the  ease  with 
which  users  move  from  one  screen 
to  another,  one  function  to  anoth- 
er and  one  field  to  another. 

Data  Synchronization — the  process 
of  keeping  data  timely  and  rele- 
vant by  sending  and  receiving 
information  between  the  field  and 
company  headquarters. 


back  is  that  very  few  companies  have  the  same  sales 
process.  As  a  result,  everyone  ends  up  compromising,  and 
there  is  still  a  fairly  large  amount  of  semicustom  program- 
ming that  must  be  done.  A  big  issue:  Can  in-house  pro- 
grammers customize  the  code,  or  does  it  have  to  be  done 
by  the  vendor's  staff? 

These  packages  are  also  expensive  on  a  per-seat  basis. 
For  instance,  Brock  systems  cost  an  average  of  about 
$2,000  per  salesperson,  although  Brock  is  trying  to  reduce 
costs  with  a  Windows-based  version.  A  number  of  newer 
firms  are  entering  this  market  and  have  created  products 
that  are  based  on  Windows  NT  client/server  models.  The 
jury  is  still  out  on  whether  these  products  will  work  well 
for  a  distributed  salesforce. 

Custom  applications:  Created  to  your  specifications, 
these  systems  usually  combine  a  product  encyclopedia  with 
price  and  configuration  data,  as  well  as  a  full-blown  pro- 
posal and  order  generating  module.  All  of  it  is  wrapped 
around  some  kind  of  robust  database  to  keep  track  of 
account  information  and  uses  multimedia  bells  and  whistles 
wherever  possible,  especially  if  it  is  to  be  used  in  front  of 
customers.  The  main  advantage  is  that  exactly  what  is  spec- 
ified can  be  created.  It's  an  excellent  opportunity  to  create 
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a  corporate  identity,  and  a  shared  set  of  presen- 
tation and  information  tools.  However,  there's 
enormous  potential  for  cost  overruns  and  inter- 
minable delays.  Also,  it's  very  expensive.  Cus- 
tom solutions  are  not  cheap — ranging  from  about  $250,000 
to  more  than  $1  million.  Furthermore,  there  are  serious 
issues  involving  upgrading  and  updating.  What  happens, 
for  instance,  if  the  staff  programmers  who  created  the  cus- 
tom application  have  departed? 

DROWNING    IN   ADVICE 

Help  is  widely  available  if  you're  willing  to  take  the  sales 
automation  plunge — maybe  too  widely  available.  By  some 
estimates  there  are  more  than  500  sales  software  programs 
on  the  market.  Sales  &  Marketing  Management,  a  trade 
publication,  lists  nearly  100  contact  management  programs 
in  its  annual  directory.  According  to  the  Aberdeen  Group, 
a  research  firm  in  Boston,  the  customer  inter- 


action software  market  (of  which  there  are       =rft=  PJtnGV  BOWGS 
two  prongs:  sales  and  marketing  applica- 
tions— field  salesforce  automation,  telesales,  order  entry, 
sales  configuration  and  reservations — and  customer  man- 
agement apps)  is  currently  at  $1.1  billion  and  projected  to 
grow  to  $2.74  billion  by  1998. 

Advice  is  easy  to  find,  too.  Dozens  of  consulting  firms 


FASHION  PLATES:  Li 

power  tie  and  cell  phone,  a 
PC  is  now  an  essential  sart 
accent  for  well-dressed  sales 
like  Ben  Sadtler  of  Pitney 
(far  left).  He  and  district  n 
Guy  Incontrera  (left)  say  th 
top  creates  a  psychological  bo 
with  tech-savvy  clients. 

are  in  the  game  (see  chart,  page  91),  some  v 
cross-platform  sales  practices,  others 
alliances  with  software  vendors.  But  it  ai 
cheap.  Large  companies  can  spend  $200,000 
more  on  professional  advice,  while  a  small- 
medium-sized  firm  might  get  away  witr 
$20,000  bill. 

Nonetheless,  some  firms  are  willing  to  p 

Re-engineering  a  salesforce  is  dangerous 

that's    real    revenue   you're    messing   wit 

Because  this  is  mission-critical  work,  there 

great  potential  for  anxiety  on  the  part  of  exe  I  u  i 

utive  management.  Here  the  management  co 

suiting  firms  have  seen  a  great  opportunit 

KPMG  Peat  Marwick  has  a  salesforce  autom 

tion  practice  located  in  its  Palo  Alto,  Cali 

office.  The  firm  combines  a  traditional  con 

suiting  approach  with  a  staff  of  multimed 

consultants  who  can  create  a  custom  solutic 

for  a  customer.  "We  find  that  we  come  in  l 

do  a  sales-force  automation  project,"  says  Par 

Ciandrini  of  KPMG,  "and  we  end  up  re-eng 

neering  other  processes,  such  as  marketing  an 

order  entry." 

The  trick  is  to  use  technology  to  generate  more  bus 
ness.  And  there's  often  a  big  gap  between  thinking  it,  talk! 
ing  about  it  and  implementing  it. 

Jim  Dickie  is  a  consultant  with  Insight  Technolog 
Group,  of  Boulder,  Colo.  A  few  years  ago  he  decided  tc 
try  to  figure  out  just  why  software  automation  pilots  wen 
wrong.  (See  accompanying  table,  page  98)  "We  looked  a 
175  projects  that  were  launched  in  the  early  1990s.  Wt 
found  that  only  32%  were  on  time,  36%  came  in  withir 
budget,  12%  achieved  their  goals  and  28%  of  manager* 
expressed  satisfaction  with  the  eventual  product.  "Those 
are  frightening  numbers."  , 

Highfalutin  talk  is  one  thing.  Getting  something  done  is 
another. 

Pitney  Bowes:  Sometimes  even  your  best  efforts  are 
thwarted.  Pitney  Bowes,  the  office  and  mail- 
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room  equipment  company,  set  out  to  buy 
several  hundred  thousand  dollars'  worth  of 
software  from  one  of  the  biggest  salesforce  automation 
companies,  Brock  Control  Systems  of  Atlanta.  Pitney 
Bowes  wanted  to  electronically  replicate  the  data  it  had  tra- 
ditionally recorded  on  account  cards,  where  it  could  be  eas 
ily  searched  and  sorted.  It  wasn't  that  difficult  to  do,  but 
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CONSULTANTS 


SPECIALTY 


SAMPLE    CLIENTS 


* 


3eorge  Colombo 
influence  Technologies 
PO  Box  195786 
Winter  Springs,  FL  32719 
07-327-2453 


Speaker/motivator 


Author  of  Sales  Force  Automation;  has  spoken 
at  Apple  Computer  and  MicroAge 


Barton  Goldenberg 
Information  Systems  Marketing 
2950  Van  Ness  St.,  Suite  110 
Washington,  D.C.  20008 
202-363-8996 


... 


Specializes  in  mobile  computing.  Services  include  automation 
audits,  software  selection,  project  management,  management 
briefing  and  in-house  seminars.  Also  publishes  The  Guide  to 
Sales,  Customer  Service  and  Marketing  Automation. 


Dow  Chemical,  AT&T,  Blue  Cross/Blue  Shield 


: 


Joel  Morse 

C3i 

53  Park  Place,  Suite  510 

New  York,  NY  10007 

800-310-3606 


Services  include  pre-automation  planning  and  analysis,  system 
functionality  requirements,  vendor  selection,  pilot  planning,  system 
rollout  and  development  of  training  and  support  planning. 


Johnson  &  Johnson,  Honeywell,  Avis 


Richard  Bohn 

Denali  Group 

2815  NW  Pine  Cone  Dr. 

Issaquah,  WA  98027 

206-392-3514 


Publishes  monthly  newsletter,  Sales  Automation  Success,  and 
detailed  reports  on  SFA  systems  called  InDepth  Reviews.  Also 
operates  an  on-line  system  to  provide  clients  with  shareware  and 
ongoing  SFA  discussions. 


small-  to  medium-sized  companies 


Jerry  Goldstein 

Market  Makers 

1832  Mallard  Lake  Drive 

Marietta,  GA  30068 

404-552-0001 


Specializes  in  re-engineering  lead  generation,  qualification,  and 
sales  processes.  Services  include  defining  sales  and  marketing 
system  requirements,  evaluation  of  vendor  packages,  and  sales 
and  marketing  system  implementation  management. 


FAXT  Inc.,  LPC,  Symix,  PSI 


Bob  Bentz 

Computer  Technology  Consultants 

3778  Silverwood,  Suite  10 

York,  PA  17402 

717-755-2627 


A  nonpartisan  consulting  firm  specializing  only  in  sales 
automation.  Also  helps  clients  identify  their  SFA  needs,  and  select 
the  products  and  vendors  that  best  fit  those  needs. 


American  Standard,  Minolta,  Hershey  Chocolate 


Peter  A.  Perera 
The  Perera  Group 
One  Ruggiero  Way 
PO  Box  2120 
Andover,  MA  01810 
508-470-2295 


Independent  consulting  firm  focusing  exclusively  on  field  sales 
and  marketing  information  systems.  Also  provides  educational 
services,  collaborates  with  clients  on  project  management,  and 
conducts  numerous  public  seminars. 


Hewlett-Packard,  H.J.  Heinz,  Fidelity  Investments 


Robert  Tillson 

National  Management  Systems 

1945  Old  Gallows  Road,  Suite  206 

Vienna,  VA  22182 

703-827-0797 


Specializes  in  designing,  implementing  and  integrating  highly 
customized  salesforce  automation  systems,  marketing  information 
systems  and  strategic  information  warehouses. 


Georgia-Pacific,  Addison-Wesley  Publishing,  The 
Prudential  Insurance  Co.,  Boehringer  Mannheim, 
Fidelity  Investments,  Citibank 


James  Dickie 

Insight  Technology  Group 

4524  Northfield  Court 

Boulder,  CO  80301 

303-530-6930 


Specializes  in  sales  process  re-engineering  and  salesforce 
automation  strategy  development. 


AT&T,  General  Medical,  Union  Camp,  Comshare, 
Intel 


Tom  Peterson 

Sales  Science  &  Technologies 

1830  Oaklynn  Drive 

Green  Lane,  PA  18054 

215-536-4320 


Focuses  on  the  behavioral  science  of  selling  and  how  it  can  be 
supported  by  sales  technology. 


The  Wall  Street  Journal,  Seatrade  Organisation, 
Briar  Patch  Inc. 


Ken  Dulaney 

The  Gartner  Group 

5201  Great  America  Parkway 

Suite  219 

Santa  Clara,  CA  95054 

408-970-0270 


Provides  user  advisory  services  in  the  area  of  salesforce 
automation,  justification  and  implementation,  vendor  evaluation 
and  architecture. 


Ameritech,  Hewlett-Packard,  Kellogg,  Shell  Oil, 
Upjohn 


Paul  Ciandrini 
KPMG  Peat  Marwick 
3460  W.  Bayshore 
Palo  Alto,  CA  94303 
415-493-5005 


Services  include  baseline  performance  review,  sales  process 
re-engineering,  automation  assessment,  solution  design  and  sales 
automation  system  integration. 


Hewlett-Packard,  Philip  Morris,  Toshiba,  Wilson 
Sporting  Goods 


Rob  Merl 

RWD  Technologies 

10480  Little  Patuxent  Parkway 

Suite  1200 

Columbia,  MD  21044 

410-730-4377 


Systems  integrators  and  custom  solution  providers.  Focus  on 
customizing  applications  to  give  clients  immediate  access  to 
dynamic  and  complex  information  about  their  company's  and 
their  competitors'  products,  lead  times  and  pricing. 


Deere  Power  Systems  Group,  Motorola,  Gannett 


Jerry  Johnson 

CWC 

1983  Premiere  Drive 

Mankato,  MN  56001 

507-388-5000 


Specializes  in  developing  and  implementing  custom  salesforce 
automation  systems.  Focuses  on  sales  tools  designed  to  help 
salespeople  sell  rather  than  tools  for  administration. 


Volvo  Trucks,  General  Motors,  Compaq 
Computer,  the  Rosemount  Measurement  division 
of  Emerson  Electronics,  IBM,  Freightliner 
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Markus  Gmelin,  who  headed  up  the  project, 
had  been  convinced  by  consultants  and  industry 
gurus  that  he  needed  some  kind  of  dedicated 
"salesforce  mumbo  jumbo  software.  So  I  wasn't 
willing  to  entertain  the  thought  that  we  could  do  this  cen- 
tral account  data  application  in-house." 

In  the  process,  he  learned  a  number  of  important 
lessons.  "We  contracted  with  them  for  a  prototype  system, 
but  after  six  months  it  became  clear  that  they  were  not 
able  to  deliver  the  system  they  had  promised,"  Gmelin 
says.  "Even  though  we  scaled  back  the  project  time  and 
time  again,  trying  to  have  it  be  something  they  could  deliv- 
er, there  just  weren't  enough  people  assigned  to  our 
account,  and  the  software  didn't  perform  to  expectations 
when  it  was  delivered  to  salespeople.  Everybody  could  sit 
in  a  meeting  and  design  a  foolproof  system  on  paper."  Pit- 
ney Bowes  ended  up  canceling  the  project. 

The  setback  was  painful.  The  financial  loss  was  not  the 
biggest  issue — it  was  the  nine  months  of  lost  opportunity 
that  hurt  the  most.  "We  learned  to  never  be  a  pioneer  for 
someone  else's  software,"  Gmelin  explains. 

Burned  by  the  initial  experience,  but  more  convinced 
than  ever  that  Pitney  Bowes's  2,700  salespeople  needed 
tactical  technological  tools  to  help  them  in  the  market- 


Wary  sales  veterans  recall 

earlier  productivity  claims 

made  about  industrial 

robots.  Then  managers 

began  eliminating  jobs. 


A  Blueprint  for 
Effective  Sales  Automation 


Step  1 :  Do  your  homework 


Step  3:  Gain  support  from  the  top 


Choose 
expand* 


Step  4:  Think  longterm 


Step  5:  Get  users  involved 


Step  6:  Develop  a  prototype 


structure  of  you 


Step  7:  Thoroughly  train  users 


torn 
phoru 

empl' 

JOB 


Step  8: 
Step  9:  Monitor  the  system 

Jtep  10:  Keep  the  brass  informed 


Source:  Based  on  recommendations  from  "The  Guide  to  Sales,  Customer  Service  and 
Marketing  Automation'  published  by  Barton  GokJenberg.  Information  Systems  Marketing.  Inc. 


place,  Gmelin's  group  started  to  create  some  of  the  key 
pieces  of  the  system  in-house.  Using  the  "wizard"  fea- 
tures of  Microsoft  applications,  they  created  a  letter 
library  for  mail  merges.  Another  team  built  an  "elec- 
tronic brochure"  with  pictures  of  company  products, 
which  could  be  integrated  into  PowerPoint  slide  pres- 
entations. A  third  team  created  a  disk-based  version  of 
the  competitive  blue  book,  a  product  comparison  refer- 
ence that  had  been  delivered  on  three-ring  binders.  Yet 
another  team  built  a  "configurator,"  a  rules-based  appli- 
cation to  help  a  salesperson  write  up  an  order  without 
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Hit  the  Road  Jack:  IBM's  Wandering  Tribe 


Out  in  the  heartland  of  America, 
IBM  has  eviscerated  that  most 
sacred  of  corporate  perks:  the  cor- 
ner office.  Today,  all  the  compa- 
ny's salespeople  and  sales  managers 
in  the  midwestern  region,  as  well 
as  in  other  locations,  are  no  longer 
assigned  specific  offices.  They  work 
from  home,  where  extra  phone 
lines,  computer,  fax  equipment, 
desks  and  chairs  have  been  provid- 
ed at  IBM  expense.  And  they  work 
from  their  cars,  with  cellular 
phones  and  laptops.  None  of  the 
sales  teams,  a  total  of  15,000 
employees  and  growing,  have  fixed 
work  locations  provided  by  IBM. 
If  they  need  an  office  for  the 
day  they  go  to  one  of  a  series  of 
"office  hotels,"  as  John  Frank,  a 
manager  for  work  force  mobility 
for  IBM,  describes  it.  These  are 
scattered  throughout  the  region  of 
eight  (plus  portions  of  three  more) 
midwestern  states.  Each  has  been 
designed  to  be  nearly  interchange- 
able "to  minimize  disruption  on 
the  road."  Mail  rooms  are  in  the 
same  place  (near  the  entry),  physi- 
cal components  such  as  paint,  color 


schemes  and  cubicle  layouts  are 
similar;  check-in  procedures  are 
identical.  Check  in  for  the  day,  get 
an  assigned  cubicle  or  team  or 
conference  room,  have  all  your 
telephone  calls  routed  automatically 
to  your  new  desk  and  get  to  work. 

"We've  saved  the  corporation 
$12  million  a  year  in  reduced 
physical  space  costs,"  Frank  says. 
"And  we're  helping  push  our  sales 
folks  out  into  the  field  so  they're 
with  customers  more  often." 

Virtual  office  workers?  At  IBM? 

In  the  1950s,  '60s  and  70s  Big 
Blue  fielded  the  most  famous  sales- 
people the  technology  world  has 
seen.  White-shirted  IBM  recruits 
sang  the  corporate  song.  Team 
spirit  was  cemented  by  promises  of 
lifelong  employment.  At  its  peak 
IBM  employed  more  than  400,000 
people  worldwide.  Advancing  up 
the  organization  meant  angling  for 
tiny  advantages;  a  leading  form  of 
one-upmanship  was  office  size  and 
location. 

By  the  end  of  the  1980s  the 
corporate  world  was  undergoing 
desktop  revolution,  and  IBM's  sales 


Tech  tools  nip  sales  waste. 

and  momentum  collapsed. 

Into  this  breach  came  Frank 
and  his  managers,  who  in  the 
spring  of  1993  began  to  shift 
everyone  they  could  out  of  the 
company's  Indiana  offices  and  cut 
the  facilities  budget.  Nine  months 
later  the  whole  region  decided  to 
adopt  the  Indiana  system.  "We 
needed  to  change  the  entire  way 
we  did  business,"  says  Susan  Whit- 
ney, general  manager  for  IBM 
North  America's  midwestern 
region.  "Coming  back  to  a  desk 
with  a  brass  plate  on  it  is  a  lot  less 
important  than  keeping  a  customer 
satisfied." 

-JY. 


errors.  All  of  the  tools  were  designed  to  surround  a  central 
account  management  software  package  from  Saratoga  Sys- 
tems in  California. 

"We  wanted  to  let  our  sales  reps  be  in  charge  of  their 
own  accounts,"  says  Guy  Incontrera,  district  sales  director 
for  Pitney  Bowes  in  Baltimore.  "With  the  new  system  we 
were  going  to  be  able  to  get  to  all  our 
data  from  home  or  office,  whenever 
we  wanted.  And  respond  to  questions 
and  calls  immediately,  and  accurately.'''' 

Pitney  Bowes  had  lost  its  fear  of 
programming,  and  Gmelin  says  this 
came  in  handy  a  year  later  when 
Saratoga  missed  an  upgrade  date. 
Instead  of  panicking,  a  couple  of  guys 
rolled  up  their  sleeves  and  hammered 
out  a  new  and  improved  account 
management  feature.  "Maybe  it  wasn't 
quite  as  slick  as  the  commercial  prod- 
uct," Incontrera  says,  "but  it  was  all 


ours  and  we  went  with  it." 

The  do-it-yourself  ethic  created  a  good  feeling  among 
the  salespeople.  "One  of  the  key  benefits  for  me  is  that  I've 
had  to  become  very  knowledgeable  about  technology,"  says 
Bert  Sadtler,  a  Pitney  Bowes  account  executive  in  Balti- 
more. "I  can  talk  to  my  customers  about  their  computer 


Hopes... 


Key  Goals  of  Salesforce  Automation 

(Rating  of  Importance:  1  =  low,  10  =  high) 
Increased  productivity 

Better-meeting 
customer  needs 

Improved  satisfaction 
of  field 

Enhanced  competitiveness 

Increased  profitability 

Increased  revenue 

Source:  International  Data  Corporation,  1994 


Rewards... 


Mentioned  as  Top  Benefit  of  SFA 

(580  Responses) 
Better  customer  service 
Improved  productivity 
Increased  skills 
Better  information 
Better  communications  ||w 
Increased  profitability  H  s% 
Other  |  3% 

Source:  International  Data  Corporation.  1994 
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systems  much  more  knowledgeably. 

"But  another  part  of  all  this  is  style — just  like 
I  want  to  be  well  dressed,  I  want  to  look  right. 
Having  the  laptop  under  my  arm,  instead  of 


books  and  binders  with  data  sheets,  helps." 

PAYBACK   TIME 

Figuring  out  the  return  on  investment  is  tough.  Did  sales 
go  up  because  of  the  new  system?  Or  did  the  economy 
improve? 

"The  only  thing  that  counts  is  increasing  sales  per  rep," 
says  Jerry  Johnson,  president  of  CWC,  a  Mankato,  Minn., 
custom  sales  system  developer.  Johnson  is  a  for- 
mer tractor  salesman  who  got  his  start  in  com-         ^ 
puters  back  in  the  early  1980s,  when  he  shoe-        % 
horned  a  Commodore  computer  and  printer  into 
a  wooden  case,  headed  out  to  farmers'  houses,  hooked  the 
computer  up  to  their  television  sets,  and  showed  them 
with  an  on-screen  spreadsheet  just  how  he  could  save  them 
money  with  a  new  tractor.  His  competition — International 
Harvester — heard  about  the  supersalesman  who  was  killing 
them  with  his  home-built  "luggable"  computer,  and  they 
asked  him  to  build  a  similar  sales  tool  for  them.  He  gave 

JERRY-RIGGER:  In  the  early  1980s,  tractor  salesman  Jerry  Johnson  shoehorned  a  Commodore 
computer  and  printer  into  a  wooden  case  and  headed  out  to  farmers'  houses.  Along  the  way  he  dreamed 
up  CIVC,  now  a  $30  million  custom  sales  tool  developer. 


SFA  Software:  Units  &  Revenu 
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up  tractors 
and  took  up 
software. 
Now,  still  pri- 
vately held  but 
with  revenue 
of  about  $30 
million  last 
year,  CWC  is 
one  of  the 
largest  cre- 
ators of  custom  sales  tools  in  the  world. 

"We're  different  from  almost  every  other  so 

ware  vendor,"  he  explains,  "because  I've  alw; 

been  focused  on  what  it  will  take  to  help  a  salt 

man  close  a  sale.  In  almost  every  case,  th 

means  doing  an  economic  analysis  that  shows  the  benefi 

Using  a  computer  with  graphics  and  multimedia  is  a  1 

more  effective  at  demonstrating  it  than  pulling  out 

bunch  of  spreadsheets."  His  clients  include  such  stalwar 

as  Volvo  Trucks,  General  Motors,  Compaq  Compute 

the  Rosemount  Measurement  division  of  Emerson  Ele 

tronics,  IBM  and  Freighdiner 

Marketing  sizzle  and  cool  graphi 
might  seem  to  be  a  major  part  of 
sales  system,  but  reality  indicates  other' 
wise.  Carla  J.  Marcinkus  is  a  seni 
sales  engineer  for  Rosemount  Measure 
ment.  A  15 -year  veteran,  she  sells  flow 
control  devices — pressure  and  tempera 
ture  sensors  and  transmitters,  primari 
ly — to  big  industrial  chemical  and  man 
ufacturing  plants  in  Northern  Califor 
nia.  Recendy  the  company  supplied  he: 
with  a  new  sales  system  from  CWC. 

"It  is  fantastic,"  she  explains.  "I  car 
get  answers  to  tough  technical  ques-1 
tions  very  quickly.  And  I'm  a  lot  better 
at  configuring  a  complex  sale  because 
the  software  won't  allow  me  to  forget 
key  items." 

But  does  she  use  it  in  front  of  her 
customers? 

"Not  yet,"  she  says.  "And  I'm  not  sure 
I  ever  will.  I  think  it  will  get  in  the  way. 
I  use  it  to  prepare  all  my  data  before  I  go 
in.  But  when  I'm  in  a  sales  meeting,  I  use 
paper  and  printouts  to  show  them  why 
they  should  buy  from  us." 

Her  reaction  to  the  bells  and  whis- 
tles of  multimedia  isn't  unique.  Neuge- 
bauer  at  McDonnell  Douglas  loves  his 
system,  but  admits  that  "frankly,  the 
live  video  shots  of  helicopters  flying 
haven't  been  used  much  at  all.  Our 
sales  guys  tell  me  they  are  fine  for 
looky-loos,  but  guys  who  want  to  buy 
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How  Smart  Agents  Will  Change  Selling 


With  the  Internet  growing  like 
kudzu,  can  intelligent  software  agents 
roaming  the  network  on  your  behalf 
be  far  behind?  And  how  will  they 
change  the  buying  and  selling 
process?  We  asked  two  savvy 
futurists  to  tell  us.  Nicholas 
Negroponte  is  the  director  of 
MITs  Media  Lab  and 
authcrr  of  Being  Digital. 
Esther  Dyson  owns  EDVen- 
tures,  which  publishes  technology 
newsletters  and  hosts  conferences. 

ASAP:  Define  an  electronic  agent. 
DYSON:  It's  a  software  program 
that  performs  a  task  on  behalf  of  a 
person. 

NEGROPONTE:  An  agent  would  fil- 
ter, sort,  prioritize,  remind,  sum- 
marize, highlight  and  hunt  for 
things  in  which  this  user  may  be 
interested. 

ASAP:  How  do  they  work? 
DYSON:  The  better  ones  know 
how  to  behave  according  to  a  vari- 
ety of  circumstances.  For  instance, 
if  tickets  cost  more  than  expected, 
they  know  enough  to  check  back 
or  ask  for  cheaper  seats. 
NEGROPONTE:  Think  of  an  agent 
as  a  computerized  English  butler. 
An  agent  builds  a  model  of  you, 
which  can  be  likened  to  the 
process  of  human-to-human 
acquaintanceship.  The  longer  you 
know  somebody,  the  better  you 
can  guess  what  they  mean  (versus 
say),  what  they  want  (versus  ask 
for)  and  what  they  do  (versus  say 
they  do).  So,  too,  with  agents. 

One  type  of  agent  looks  at  mil- 
lions of  bits  go  zooming  past  and 
tries  to  pick  out  the  ones  that  are 
of  interest  to  you.  Like  catching 
fly  balls. 

Another  type  of  agent  works  in 
the  network.  They  go  searching 
and  sifting  through  stacks  of 
libraries,  reading  daily  newspapers, 
and  joining  electronic  chat  groups, 


to  find  answers  to  specific  ques- 
tions or  topics  that  may  interest 
you. 

ASAP:  When  will  they  be 
here  and  be  ubiquitous? 
DYSON:  There  are  agents 
already.  Every  time  you 
deal  with  an  ATM,  in 
some  sense  you're  dealing 
with  an  agent.  We'll  keep 
seeing  new  varieties  of  agents  for  a 
long,  long  time. 
NEGROPONTE:  In  10  years  they 
will  be  as  ubiquitous  as  faxes  are 
today,  and  that  is  a  very  conserva- 
tive estimate. 

ASAP:  Who  will  supply  agents? 
Advertisers?  On-line  serv- 
ices? Others? 
DYSON:  All  of  the  above. 
Software  houses  in  general, 
but  they'll  be  specialized 
for  travel,  homebuying, 
organizing  product  launch- 
es, finding  and  negotiating  with 
suppliers. 

NEGROPONTE:  Third  parties. 
Advertisers  would  not  be  trusted 
and  makers  of  on-line  browsers 
have  their  hands  full.  In  general, 
the  problem  with  agents  will  be 
security  and  privacy,  especially  for 
agents  that  live  on  the  Net  and 
not  within  arm's  reach.  Rightly  or 
wrongly,  people  feel  much  more 
secure  about  an  agent  in  their 
machine  versus  one  somewhere  out 
there  in  cyberspace. 

ASAP:  In  what  fields  will  agents 
replace  the  traditional  salespeople? 
DYSON:  They  won't  replace  tradi- 
tional salespeople,  but  they  will 
assist  in  many  routine  tasks — set- 
ting up  appointments,  making  trav- 
el arrangements,  organizing  follow- 
up  calls  and  handling  routine  fol- 
low-on orders.... 
NEGROPONTE:    For  the  so-called 
"considered  purchase,"  like  a  car 


or  vacation  package,  agents  will  be 
popular  with  buyers,  not  necessari- 
ly sellers.  An  agent  is  a  buyer's 
tool,  not  a  seller's.  This  is  why 
they  are  not  so  good  for  "brand- 
ing" a  toothpaste  or  detergent. 
They  are  much  more  a  means  for 
one-on-one  transactions,  which 
may  short-circuit  the  typical  mech- 
anizing chain. 

ASAP:  How  must  salespeople  and 
sales  managers  adapt  to  coexist 
with  agents? 

DYSON:  They  don't  need  to  coex- 
ist. They  need  to  learn  how  to 
program  and  train  them — and  how 
to  take  advantage  of  them. 
NEGROPONTE:  It  depends  on  what 
they  are  selling.  In  general, 
it  means  you  had  better  be 
selling  a  product  or  fine  of 
products  that  is  really 
good.  Agents  will  make 
Consumer  Reports  look  like 
a  benign  publication  for 
anything  but  the  best. 

ASAP:  What  will  a  successful  sales- 
force  look  like  in  the  age  of 
agents? 

DYSON:  More  efficient,  more 
focused  on  selling  rather  than  on 
paperwork  and  logistics,  more 
focused  on  customer  relationships 
and  explaining  the  benefits  of  what 
they're  selling. 
NEGROPONTE:  Peopleless. 

ASAP:  Do  you  like  salespeople? 
DYSON:  I  like  good  salespeople, 
who  understand  my  needs  and 
offer  something  to  fill  my  needs. 
I  also  like  some  salespeople  who 
are  my  friends,  but  who  are  not 
selling  things  to  me. 
NEGROPONTE:  Odd  question. 
Depends  on  the  context.  When 
buying  a  car,  it  is  usually  a  night- 
mare. Or  when  they  call  in  the 
middle  of  dinner. 
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DEERE  HUNTERS:  IS  managers  at  Deere  Systems  Power  Group  spent' six  months  and  a  half-million 
dollars  hacking  down  bugs  and  fine-tuning  features  in  their  sales  automation  project.  Feedback  from  small 
e?nployee-focus  groups  helped  achieve  the  project's  chief  goal:  no  surprises  or  technical  glitches. 


don't  need  that.  They  need  product  specs  and  serious 
numbers." 

Lesson  learned:  Money  is  better  spent  on  preparing 
salespeople  for  the  call,  and  helping  them  produce  an  accu- 
rate purchase  order,  than  on  persuading  a  customer 
to  buy  with  audio  and  video. 

WATCH  YOUR  STEP 

Being  a  technology  company  doesn't  protect  you  from 
technology  disaster.  In  1988,  Hewlett-Packard  decided  it 
was  time  to  create  a  salesforce  information  tool.  The  infor- 
mation technology  department  was  put  onto  the  project. 
"That  was  our  first  mistake,"  muses  Dick  Knudtsen,  the 
project  manager.  "We  thought  that  management  and  IT 
could  figure  out  what  salesmen  needed.  Were  we  wrong." 

That  was  only  the  beginning.  The  bigger  problem  was 
"creeping  elegance.  Soon  we  had  the  most  gold-plated  and 
comprehensive  sales  tool  ever  designed.  Of  course,  that 
meant  we  went  way  over  budget,  and  it  took  a  long  time. 
So  we  lost  whatever  goodwill  we  might  have  had  if  we  had 
delivered  the  thing  when  we  promised  it." 

Finally,  two  years  later,  they  were  ready  to  roll  it  out. 
But  there  was  one  small  problem.  "The  software  simply 


wouldn't  run  on  the  laptops  we; 
bought  for  our  salesmen.  It  era' 
the  system." 

The  experience  was  so  sea 
that  the  company  dropped  the 
entirely  for  a  year,  then  revisite. 
in  an  entirely  new  way.  Today  H 
using  an  internally  developed  s-c 
force  system.  And  it  doesn't  ci 
the  portable  machines  the  comp 
salespeople  use. 

But  software  can  never  supply 
the  answers.  According  to  Rob 
Tillson,  a  principal  of  Natio 
Management  Systems,  a  Vienna,  A 
consulting  firm,  the  real  proble 
are  not  with  the  technology.  "1 
knotty  problems  are  human,  i 
political,"  he  says.  "You  have 
work  out  all  the  turf  battles  up  fro 
or  it  will  be  doomed  to  failure." 

Tillson  tells   a  story  about 
international  salesforce  system 
built  for  Ingersoll-Rand.  The  vi 
president  who  spearheaded  it  nev 
persuaded  the  MIS  department  1 
get  behind  it.  They  feuded  ov>  I  i 
tools,     implementation,     rollou 
When  the  champion  was  promote 
the  system  was  abandoned,  eve 
though  it  was  improving  the  worh 
wide  sales  effort. 

The  lessons  seem  simple:  Mai 
sure  the  system  is  designed  to  hel 
salespeople  sell.  And  make  sure  th 
top  management,  and  everyone  else,  supports  the  effort. 
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Deere  Power  Systems  Group:  Getting  cooperation  wasn!; 

a  problem  at  Deere  Power  Systems,  the  division  of  Deer] 
&  Co.  that  builds  and  sells  big  diesel  engines  fo  I 
commercial  uses.  It  was  central  to  the  entire  effort. 

The  key  issue  was  to  create  a  system  that  worked 
with  the  company's  existing  internal  legacy  computer;  II 

(mainly  Digital  Equipment  VAXs)  and  its  people.  "Wt 

didn't  want  to  reinvent  everything,"  says  Roger  Pigg,  the] 


What's  It  Cost? 

First-year  Automation  Expense  per  User 
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Under  S2K     S2K-S2.9K    S3K-S3.9K      S4K   S4  9K 
Source:  International  Data  Corporation,  1994 
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THE   INFORMED 
SALESFORCE 

BY  MICHAEL  S.  MALONE 

Get  the  drop  on  your  competitors, 
spike  your  profits  and  turn  your 
sales  guys  into  overnight  Professor 
Harold  Hillses?  Well,  not  so  fast. 
You  see,  there  is  one  small  problem 
with  most  of  the  salesforce  automa- 
tion tools  out  there. 

They  don't  work. 

It  is  not  a  matter  of  poor  design 
or  bugs  or  bad  documentation. 
WTiat's  wrong  with  SFA  is 
eveiything. 

IThe  Error  of  Control:  Put  a  lap- 
top with  a  modem  in  their  hands 
and  you  can  keep  track  of  them 
wherever  they  are!  You  can  also 
ensure  that  they  won't  promise 
clients  too  much  or  too  little,  pad 
their  expense  accounts  or  (horrors!) 
circumvent  formal  company  chan- 
nels. 

Salespeople,  being  the  cleverest 
people  in  the  organization,  identified 
your  hidden  agenda  almost  from  the 
beginning.  And  they  now  devote 
long  hours  to  wTecking  their  com- 

Salespeople 
are  buried  in    -fjlri 
raw  leads.     /,  tfltl£ 


puters  and  finding  new  ways  to  get 
what  they  need. 

2  The  Error  of  Scale:  The  automa- 
tion model  for  sales  simply  tries 
to  expand  the  mouth  of  the  funnel, 
hoping  to  widen  the  spout  as  well. 
Just  think,  it  says,  if  you  had  a  mil- 
lion raw  leads,  you'd  net  10,000 
sales!  The  result  is  that  salespeople 
are  now  buried  in  raw  leads. 

Unfortunately,  there  is  no  evi- 
dence that  the  sales  funnel  is  scal- 
able. The  degrading  quality  of  leads 
may  even  be  harmful. 

3  The  Error  of  Reinforcement: 
Companies  usually  reward  a  spe- 
cific set  of  skills  in  their  salespeo- 
ple— skills  that  are  actually  antitheti- 
cal to  the  long-term  goals  of  those 
companies.  What  are  those  traits?  A 
gift  for  cherrypicking  off  the  best 
leads,  a  repertoire  of  effective  closes, 
and,  most  important,  a  focus  on 
quick,  one-time  sales. 

However,  in  the  new  economy, 
short-term  sales  are  designed  to  be  a 
prelude  to  long-term  strategic  part- 
nerships. These  are  built  on  mutual 
trust  and  a  deep  understanding  of 
complex  products.  Yet,  most  sales 
tools  reinforce  the  old  mass-market, 
fast-closing  models  of  selling. 
What,  then,  is  the  answer? 
A  complete  transformation  of  the 
entire  company.  You  simply  must 
turn  it  upside  down,  cutting  out  the 
middle  and  stretching  out  the  walls 
to  encompass  suppliers,  distributors, 
retailers  and  customers. 

The  same  will  be  true  in 
sales.  So,  forget  an  "auto- 
mated" salesforce  and  pic- 
ture instead  an  "informed" 
salesforce,  in  which  the 
individual  salesperson, 
either  in  the  office  or 
on  the  road,  has: 
•  All  the  necessary 
(and  qualified)  leads, 
prospects  and  contacts; 
•  The  facility  to  track, 
record  and  communicate 
all  of  the  history  of  an 
opportunity  or  an 
account; 
►   The  tools  to  sup- 


f-x. 


An  executive's  worst 
nightmare:  The  corporate 

jewels  are  about  to  be 

handed  over  to  the  biggest 

rogue  in  the  firm. 

port  team  selling  and  work-group 
collaboration; 

•  The  ability  to  facilitate  work  flow 
and  routing  for  approvals; 

•  Access  to  all  relevant  information 
on  products,  prices,  competitors  and 
decision  issues; 

•  The  ability  to  create  custom  pres- 
entations and  on-demand/customized 
sales  literature; 

•  Support  for  those  areas  of  the 
selling  process  in  which  the  salesper- 
son is  weakest; 

•  The  tools  to  develop  unique  com- 
binations of  products  and  services  to 
meet  a  customer's  needs;  and  most 
of  all, 

•  The  power  to  make  autonomous 
decisions,  develop  custom  contracts 
and  proposals,  organize  interdepart- 
mental company  teams,  and  in  every 
way  act  as  the  customer's  advocate. 

In  the  end,  give  primacy'  to  effec- 
tiveness over  efficiency.  Here's  a  def- 
inition: An  informed  salesforce  uses 
technology  to  maximize  the  individual 
salespersons  selling  time,  provide  com- 
plete access  to  all  relevant  corporate  and 
market  information  to  make  the  sale, 
and  position  that  salesperson  to  make 
critical  decisions  independently  that  best 
serve  both  the  immediate  and  long-term 
needs  of  the  customer. 

Software  developers,  get  to  work! 

Michael  S  Milium  is  a-authar  of  The  Virtual  Corporation. 
This  article  is  based  m  The  Informed  Sale  Force:  Virtual 
Selling  and  Total  Sales  Quality,  co-authored  with  Thomas  M, 
Skid,  a  be  published  m  December  1995  by  Tit  Free  Press. 
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project  manager  for  their  salesforce  project. 
"We  wanted  to  create  a  salesforce  tool  that 
worked  with  our  way  of  doing  business — not 
one  that  forced  us  to  change  our  models." 

Cooperation  was  essential.  Not  onlv  did  Pigg  work 
tightly  with  the  head  of  .MIS.  but  once  the  initial 
design  for  the  system  was  worked  out, 
spent  six  months  presenting  it  to  small 
groups  of  employees,  soliciting  com- 
ments and  feedback,  making  sure  that 
the  tool  was  going  to  work  for  the 
people  who  would  use  it:  the  sales 
staff.  They  selected  a  custom  develop- 
er from  Maryland,  RAM)  Technologies, 
and  had  a  working  system  by  late  1994. 
The  cost  was  about  $500,000.  The 
chief  benefit:  It  is  designed  to  deliver 
exactly  the  set  of  information  that  Deere  Power  reps  say 
they  need. 

The  system  is  designed  to  be  used  with  the  customer,  as 
both  a  sales  tool  and  an  order  generator.  "We're  so  much 
faster  now,"  explains  Julio  De  Silva,  account  manager  for 
Deere's  key  accounts  group.  "We  can  deliver  a  firm  quote 
immediately — no  more  having  to  go  back  to  the  head  office 
and  check  it.  And  because  all  the  options  are  verified  by  the 
software,  there  are  a  lot  less  errors  and  omissions." 

Because  it  was  designed  from  the  ground  up  especially 
for  Deere,  it  also  features  something  else  that  can  be  par- 
ticularly valuable:  "Information  about  bids  that  don't  get 
the  business  are  captured  and  returned  to  the  marketing 
department,"  explains  Robert  Lees,  sales  manager  for 
North  American  OEM  sales.  "This  way  we  can  see  where 


The  unwired  are  destined 

to  become  roadkill  on  the 

corporate  highway. 


PITFALLS  SOLUTIONS 

"Just  Add  Water"  Expectations  Get  Real-World  Expectations 

It's  not  Talk  to  others  who  have  dV»e  similar  ■ 
automation  pr 

Paving  the  Goat  Path  Fix  the  Sales  Process 

Automating  j  poot  process  »ill  not  Correct  problems  and  reduce  inerBaen- 
makc  ii  better.  ,  intomate. 

Champagne  Dreams/Beer  Budget  Quick  Cost/Benefit  Review 

Don't  lx-  lurid  by  proposals  that  sound  Man*  cose  to  verifiable  benefits, 
coo  good  to  Ik  true. 

Ignore  the  Human  Factors  Sell  Early,  Sell  Often 

Don't  assume  employees  will  embrace  Keep  stressing  benefits  to  individuals. 
new  technology. 

Being  Too  Diplomatic  Take  Your  Arrows  Up  Front 
Hidden  disagreements  s  out  in  the  open 

I  them. 

Think  locally  Act  Globally 

Bfrerem  solutions  lor  Crewe  interoperable,  compaohh 
i'  departments. 

Pick  the  Wrong  Partner  Look  Under  the  Hood  Before  Buying 

Beware  of  vendors  offering  onh  technical  Scnituuxe  what  vendors  can  offer,  not 
eipeilise  and  shod  u  mpan}  name 

Assuming  Done  Is  C.-ne  Build  a  Rve-Year  Plan 

Implementation  is  only  the  hr-t  stag  Create  ongoing  programs  and  bud| 

rte:  JmntsDida  >:<iJogv  Group 


we're  losing  business  and  try  to  create  solutions  to  ovei 
come  objections  much  more  rapidly.  Immediate  markt 
intelligence  might  be  the  most  valuable  part." 

THE   HUMAN   FACTOR 

Ultimately,  it  is  keeping  the  human  touch  in  the  technol 
ogy  that  may  be  the  single  most  important  factor  in  mov 
ing  the  sales  process  into  the  Information  Age.  Sellinj 
most  items  of  value  is  still  a  human-to-human  experience 
Finding  a  way  to  use  technology  to  enhance  that  expert 
ence — whether  it  be  to  excite  and  inform  a  pharmacist  with 
multimedia,  to  demonstrate  a  mock-up  of  the  exact  heli- 
copter paint  job  a  colonel  is  ordering,  or  to  show  sales- 
people just  how  much  money  they  are  making  on  the||| 
order — is  crucial. 

Essentially,  the  salesperson's  task  is  to  separate  a  person 
from  his  money,  and  to  make  that  person  teel  good  about! 
it.  Carefully  designed  software  and  well-thought-out  hard- 
ware can  help.  But  in  the  end,  the  process  will  always  have 
a  lot  more  to  do  with  human  nature  than  technology.  And 
the  companies  that  succeed  in  automating  their  salesforces 
will  understand  that. 

"Essentia]  rule:   Ride  along  with  salespeople  and  ask 


them  what  will 
help  them  sc/I." 
saj  s  Ken  Dulaney 
of  the  Ciartner 
Group.  "These 
are  the  people 
who  really  count 
in  the  equation. 

"Unless  you 
keep  that  in  mind 
the  whole  time, 
you'll  have  built 
$5,000  laptop 
paperweights.''  ■ 


Happy  Surprises... 


Unexpected  Benefits  of  Salesforce  Automation 

Better -trained  employees 

Improved  communications 


Better  data  and  better  access 
to  data 

Improved  use  of  salesforce 
equipment 


Improved  field 
employee  morale 


Higher  revenues   H  6*i 

ee    international  Data  Corporation.  1994 


400 

companies 

surveyed 
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SCT.  BANNER  and  IA-Plus  are  registered  trademarks  of  Systems  &  Computer  Technology  Corp. 


You  can't  share  the  vision  if 
you  can't  share  the  information. 


This  is  for  you,  whose  job  it  is  to  create  the  vision. 

You  may  devise  brilliant  strategies,  and  formulate 
ingenious  plans,  and  proclaim  ambitious  goals.  But  unless  your 
organization  can  follow  where  you  lead,  your  vision  is  in  vain. 

For  the  past  25  years,  SCT  has  been  helping  clients  realize 
the  power  of  their  vision  by  helping  them  capture  and  control 
the  power  of  information.  Our  1,600  professionals  work  with 
universities,  utilities  and  governments  worldwide  to  implement 
the  right  mix  of  technology,  software  and  services  to  meet 


current  and  future  needs.  In  the  area  of  client/server 
technology,  SCT  has  emerged  as  a  clear  leader. 

That  means  we  can  integrate  your  systems  so  everyone 
can  talk  to  everyone  else.  And  customers  can  be  better  served. 

It  means  providing  you  with  our  proven  software 
packages  that  can  be  tailored  expressly  for  your  particular 
needs.  At  a  substantial  cost  advantage  versus  custom  software. 

It  means  giving  you  the  option  of  outsourcing  your  entire 
computing  operation  with  an  experienced,  responsive  partner. 
So  that  you  can  focus  your  resources  on  the  business  at  hand. 

SCT  stands  ready  to  do  all  these  things.  Beginning 
immediately.  To  free  your  people.  And  unleash  your  potential. 

So  go  ahead.  Think  ingenious  thoughts.  That's  what  you 
get  paid  for. 

Dream  daring  dreams.  It  is  your  particular  talent  to  do  so. 

Pursue  a  bold  new  vision.  We  will  help  you  share  it.  We 
will  help  you  make  it  real. 

If  you'd  like  to  discuss  making  your  vision  a  reality,  call 
our  CEO,  Mike  Emmi,  at  (610)  648-7565. 


ill  SCT, 

For  Your  Information 


Systems  §  Computer  Technology  Corp. 

4  Country  View  Road.  Malvern.  PA  19355 

1-800-223-7036 


AIXT  ViN(iui8*share  Softvi' 


»  All  Rights  R 


r  a  Globalyst  PC&C? 


rith  an  AT&T  Globalyst  there  are  no  walls.  * ;  2w 
You  can  work  with  the  data  you  need.  , 
The  people  you  need.  The  flexibility 
you  need.  (That's  what  PC&C- 
Personal  Computing  and  Communications -is  all  about.) 


/ 


AT&T  Globalyst  features  at  no  extra  cost: 
3  MessageFlash  /MailFlash ":  send  key 
messages,  e-mails  to  alphanumeric  pagers. 
3  Al&TVistium™  Share  Software:  allows 
real-time  collaboration  with  others  on  live 
Windows™  files-even  if  you're  miles  apart. 


□  AT&T  NoteltP:  special  screen  saver 
lets  colleagues  leave  a  voice  or 
typed  message  on  your  Globalyst. 

□  Call  1  800  447-1124.  ext.  1126 
for  more  info,  or  e-mail  us  on        pentililTT 

the  Internet:  pcc.info@daytonoh.attgis.com 


Intel  Pentium  or  486  •  Processor  speeds  from  50MHz-133MHz 
4  PCMCIA  Slots  •  4MB-192MB  Memory  •  540MB-2GB  Hard  Disk 


tinging  computing  and  communications  together 
to  help  you  get.  mote  and  use  information. 


AT&T 


Global  Information 
Solutions 
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WITH  ORACLES 

NEW  YORK  SALES  TOP  GUN 

DANNYTURANO 


By  Jeffrey  Young 


5:00    a.m  —  Ridgewood,    New    Jersey 

THE  SUN  IS  JUST  PAINTING  THE  TOPS  of  the  leafy  trees  that 
line  the  streets  of  Ridgewood,  X.J.  Danny  Turano,  Oracle 
System  Corp.'s  regional  vice  president  for  New  York,  jumps 
out  of  bed,  pulls  on  gym  shorts  and  hospital  scrub  shirt,  and 
launches  into  his  day.  His  two  teenage  kids  and  his  wife 
sleep  while  he  feeds  the  dog  and  cat  and  then  pails  down  to 
his  home  office. 

"I  get  80  to  100  e-mail  messages  a  day,"  he  explains, 
walking  into  in  his  chern wood  bookshelf-lined  sanctum.  "If 
I  don't  deal  with  them  in  the  morning,  I'll  never  get  to 
them  during  the  day." 

Turano's  million-dollar,  7,500-square-foot  house  on  an 
acre  of  land  is  one  of  the  perks  a 
successful  46-year-old  sales  veteran 
can  command. 

He  sits  down  and  flips  on  his 
Compudyne  P90  computer  and  logs 
onto  Oracle*Mail,  an  internal  e-mail 
system  that  also  connects  to  the  Internet.  This  is 
where  most  of  his  message  traffic  travels. 


102   FORBES  ASAP   AUGU 


ST  28.  1 995 


Because  he  is  continually  on  the  move,  however,  he  has 
added  another  gadget  to  his  collection:  a  wireless  e-mail  and 
message  device.  He  opens  up  his  palmtop  Hewlett-Packard 
100LX,  which  looks  like  a  small  calculator  on  steroids,  rais- 
es the  aerial  to  the  wireless  modem  plugged  into  die  side  of 
it,  and  hears  it  beep  to  indicate  an  incoming  message.  The 
palmtop  uses  a  national  network,  Radiomail,  to  send  and 
receive  e-mail  messages.  A  cable  connection  allows  him  to 
cross-load  data  from  it  to  his  ddsktop,  and  vice  versa. 

Not  all  of  Turano's  messages  pass  into  the  Radiomail 
system,  only  those  from  his  direct  sales  staff — all  of  whom 
also  use  the  Radiomail  system — or  from  people  who  know 
his  Radiomail.net  address,  and  those  his  assistant  thinks  are 
important  enough  to  he  forwarded  from  Oracle's  system. 
"The  biggest  limiting  factor  is  the  memory,"  he  explains. 
"I've  got  a  10-megabyte  add-in  card,  but  even  with  that  I'm 
pushing  things.  I  have  more  than  1,000  names  in  my  data- 
base, plus  my  entire  schedule  for  the  year." 

Turano  entered  all  the  data  himself — "usu- 
allv  on  airplane  trips" — because  he  wanted  to 
know  exactlv  where  he  had  his  data  stored. 


.^__^ 
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On  the  move  and  on 

the  case,  Turano 

responds  by  phone 

to  an  e-mail  message 

he  received 

during  coffee  with 

a  client. 


When  a  cab  hits 
traffic,  the  man  from 

Oracle  hits  the 

pavement.   "When  I'm 

not  moving,  I'm  not 

making  money,  mon!" 


Detail  obsessed?  You  bet.  Staying  on 
top  of  everything  is  central  to  his  style. 
Turano  prides  himself  on  returning  phone 
calls  within  24  hours,  answering  any  ques- 
tion his  customers  or  team  members  have, 
and  moving,  constantly  moving.  He  tells  a 
story  about  a  cab  driver,  caught  in  a  traffic 
jam  in  the  Bahamas,  who  told  him:  "When 
I'm  not  moving,  I'm  not  making  money,  mon!" 
He  has  taken  it  as  his  own  personal  motto. 

6:47   a.m. ...Lincoln   Tunnel 

The  clock  ox  his  1993  Jeep  Cherokee  reads  6:53.  "It's  six 
minutes  fast,  on  purpose,"  he  smiles. 

Traffic  is  already  thick  on  the 
approach  to  the  Lincoln  Tunnel.  But 
Turano  isn't  idle.  Each  of  his  cars — the 
Jeep  Cherokee  and  a  1987  Mercedes — 
has  a  Nynex  car  phone.  He  also  carries 
his  Radiomail  notebook,  and  a  separate 
portable  phone  for  when  he's  on  foot. 


Now,  with  one  eye  on  traffic,  he's  letting 
his  fingers  dance  across  the  buttons  on  his  car 
phone.  Because  his  number  has  been  stolen 
several  times  by  wireless  outlaws  with  scan- 
ners, he  has  to  use  an  access  code  after  he 
'  dials  the  numbers. 
That  doesn't  slow  him  down.  He  confirms  a  couple  of 
the  day's  appointments,  and  leaves  messages  for  several  folks 
who've  sent  him  e-mail. 

8:01    a.m. ...Oracle's    Manhattan    Office 

ORACLE  HAS  OUTGROWN  its  space  in  the  "Lipstick  Build- 
ing," a  distinctively  shaped  building  at  53rd  Street  and 
Third  in  Manhattan.  "People  are  camping  out  in  the  hall- 
ways," says  Turano.  "Most  of  the  time  I'm  out  in  the  field 
or  working  from  home  anyway."  Turano's  own  sales  terri- 
tory covers  the  city  and  state  of  New  York,  Fairfield,  Conn., 
and  14  global  multinational  accounts. 

In  the  office,  Turano  immediately  leaps  into  motion, 
walking  the  corridors,  talking  to  everyone  he  meets,  making 
sure  that  the  Oracle  team's  spirits  are  up.  He's  a  master 
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motivator,  and  needs  to  be.  A  typical  Oracle  sale 
for  database  software  and  tools  is  about  $175,000, 
though  sales  can  get  up  to  $20  million  or  more  for 
a  full  suite  of  applications  used  in  multiple  loca- 
tions by  as  many  as  25,000  to  30,000  users.  Part  of 
that  is  commission,  and,  as  the  top  sales  executive 
in  the  region,  Turano  depends  on  the  success  of  all 
his  salespeople.  Of  these  42  salespeople,  the  rev- 
enue generated  per  person  ranges  from  $1.5  mil- 
lion to  $6  million,  depending  on  the  territory  and 
type  of  account  served.  Last  year  they  sold  about 
$78  million  of  Oracle  software.  Next  year,  the  goal 
is  about  50%  higher — 
$117.5  million.  Turano 
uses  everything  he  can  to 
keep  them  motivated.  •_ 

After      making      the  ^Bf     ^k 

rounds,  he  sits  down  with 
assistant  Terry  Wilson 
and  they  synchronize 
schedules.  $he  keeps  an 
identical  HP  100LX,  but 
instead  of  updating  each 
other's  information  by 
cable,  they  talk  over  the 

changes  and  make  sure  they  both  know  what  is  ahead  in  the 
coming  days. 


As  soon  as  he  has  a  lap,  out 
comes  Turano's  Hewlett- 
Packard  100LX  to  log  onto 
the  Radiomail  network. 


9:33    a.m. ...Taxi    in    East   Side   Traffic 

CROSSTOWN  TRAFFIC  IS  CLOGGED.  A  deliver}'  truck  slides  in 
front  of  the  cab,  and  promptly  pulls  up  to  make  a  delivery, 
further  snarling  the  gridlock.  With  that,  Turano  is  out  the 
door — can't  wait.  Standing  on  the  curb,  he  calls  Wilson  on 
his  portable  phone  and  asks  her  to  call  the  fellow  he's  meet- 
ing and  tell  him  to  wait  a  few  minutes.  He's  off  through 
Manhattan  traffic  with  the  phone  pressed  to  his  ear. 

10:00    a.m. ...Palm    Court,    Plaza    Hotel 

AFTER  SEARCHING  IN  VAIN  FOR  Ills  breakfast  appointment  in 
the  various  lobbies  of  the  fancy  hotel,  Turano  starts  to  dial 
his  assistant  to  help  locate  him.  Then  he  spots  the  other  guy 
with  his  own  portable  phone  calling  him.  They  settle  in  for 
breakfast  in  the  Palm  Court.  Turano  orders  fresh  fruit, 
yogurt  and  an  English  muffin. 

The  reason  for  the  meeting  is  proactive.  Turano  has 
recently  sold  software  to  Xerox  for  a  global  network.  The 
fellow  Turano  is  talking  to  works  for  another  company,  sell- 
ing networking  capabilities  that  could  tie  together  Xerox 
computer  installations  around  the  world.  Turano  wants  to 
make  sure  that  if  a  problem  in  implementation  arises,  espe- 
cially in  the  global  networking  component,  he'll  be  prepared 
to  answer  Xerox's  questions.  Or  have  someone — such  as  this 
man — in  the  wings  who  can. 

As  they  near  the  end  of  their  conversation,  Turano  opens 
up  his  Radiomail  unit  and  hecks  his  messages.  His  break- 
fast partner  is  fascinated,  ant.'  Turano  tells  him  all  about  it. 
"One  of  the  great  things  about  carrying  this,"  he  says  with 
a  smile,  "is  that  it  gives  me  a  great  opener  for  discussing 
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software  and  technology.  That's  what  I'm  selling  anyway." 

11:07   a.m. ...East   Side   Pavements 

TURANO  IS  DODGING  TRAFFIC  AND  talking  on  his  portabl 
phone  to  one  of  his  colleagues.  "How  are  you  doing 
Frankie!"  His  voice  booms  out  as  he  walks  down  Fiftl 
Avenue  toward  his  office.  Frankie  tells  him  that  a  custome 
has  come  up  with  an  objection  to  buying  Oracle's  soft 
ware — too  expensive,  he  says.  A  message  had  come  in  vi; 
the  Radiomail  link,  so  Turano's  wasting  no  time  dealing 
with  the  client's  problem.  He  details  the  value  propositior 
of  the  product  for  his  salesman. 

12:03    p.m. ...Taxi    Downtown 

Into  another  taxi,  this  one 
headed  downtown  to  a  lunch 
meeting.  Turano  whips  out  his 
Radiomail  unit  and  reads  a 
message,  answering  it  from  the 
hack  seat  of  the  cab.  Rain  starts 
to  come  down.  The  taxi  fights 
traffic  through  the  Grand  Centra]  Station  area  and  down 
Park  Avenue.  Turano  replies  to  a  couple  of  messages  for- 
warded to  him. 

"It  is  all  about  sweating  the  details,"  he  mumbles.  "No 
little  question  or  request  is  too  small  to  be  personally  han- 
dled by  me." 

12:15    p.m. ...Tempo,    29th   Street 

LUNCH  vi  THE  TEMPO  restaurant  is  with  one  of  his  cus- 
tomers, an  information  systems  tdirector  for  a  Forbes  500 
company,  one  of  the  nation's  larger  insurance  companies. 
This  firm  has  built  a  custom  application  on  top  of  Oracle 
software;  now  Turano's  organization  wants  to  polish  the 
essential  system  for  sale  to  other  insurance  companies,  pay- 
ing the  creator  company  a  royalty.  "The  market  space  for 
this  is  multiple  millions  of  dollars,"  says  Turano.  The  deal  is 
a  go,  but  schedules  keep  getting  in  the  way  of  the  final  con- 
tract signing.   Turano's  client  is  growing  nervous. 

"I  need  to  assure  him  that  everything  is  going  along," 
Turano  says,  "and  that  we're  fully  behind  this  project." 

As  they  sit  at  the  back  of  the  restaurant,  one  of  countless 
elegant  Italian  restaurants  dotting  the  ground  floors  of 


Why  Worry 

About  Your  Company's 

Data  Storage? 


It  Only  Impacts 
OtherTrivial  Issues. 

like  Sales. 


Granted,  data  storage  is  probably  not  top-of-mind  when 
you  go  to  bed  at  night  But  it  should  be.  Especially  since  the 
type  of  storage  you  use  dramatically  affects  how  fast  your 
people  get  the  information  they  need  to  be  competitive. 

With  EMC  storage,  your  sales  people  get  | 
the  information  they  need  faster  than  with 
any  other  storage  system,  helping  them 


move  on  leads  faster,  close  deals  /- 

faster,  renew  orders  fester,  serve  / 

accounts  faster  and  basically 

eat  the  competitions  lunch  fester.    siomge        emc  Storage 
Call  1-800424-EMC2  ext.156.  Find  out 
low  EMC  data  storage  impacts  other  unim- 
portant matters.  Like  customer  service. 


Call  us  for  a  free  brochure  on  how  your  company  can  get  more  out  of  storage. 

REVENUE  IS  INCREASED  BY  A  FACTOR  OF  EMC 
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through  the  afternoon  he  slips  out  of  the  builc 
with  one  of  his  staff  of  sales  support  folks.  She  is  ft 
England  and  wants  to  get  back  to  see  her  famj 
Turano  has  "over  a  million  frequent  flyer  mile 
can't  possibly  use  them  before  they  expire." 

So  he  walks  to  a  nearby  air  ticket  counter  and  si 
over  enough  to  her  so  she  can  get  back  home.  He 
his  Radiomail  unit  with  him,  but  this  time  he  doe: 
use  it. 

5:23    p.m. ...West   Side    Highway 

Traffic  is  slow,  moving  out  of  the  city.  Turanc 
in  the  middle  of  it.  "I'm  a  morning  person.  I  get  c 
early." 

But  his  day  isn't  over.  As  the  traffic  inches  alor 

he  listens  to  his  voice  mail.  Three  messages  must  ha 

come  in  during  the  past  half  hour  since  he  left  t 

office.  Dexterously,  he  forwards  one,  replies  to  another,  ai 

then  calls  back  the  third.  "I  do  most  of  my  calling  to  Ca 

fornia  while  stuck  here  in  traffic  after  work." 

Turano's  cellular  phone  bill  is  at  least  $700  a  mont  ' 
"But  it's  worth  every  penny,"  he  says.  "All  this  rime  used 
be  wasted.  Now  I'm  working  all  the  time." 


While  Turano  has  dinner  with 

a  client  in  New  jersey,  a 

Radiomail  message  from  the 

U.K.  tracks  him  down. 
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Manhattan  buildings, 
Turano  grows  increasinglv 
frustrated,  because  neither 
his  Radiomail  nor  his 
portable  phone  can  pick 
up  a  signal  in  the  back  of 
the  restaurant  where  their 
table  is.  Finally,  after  45 
minutes  or  so,  he  can  wait 
no  longer.  He  jumps  up 
and  heads  for  the  pay 
phone  to  call  his  assistant. 
"I  fee]  naked  when  I'm  not  in  touch,"  he  says.    Sure 

enough,  there's  a  message  he  needs  to  check.  It'll  have  to 

wait  until  he's  in  the  cab. 

1:20    p.m. ...Taxi    Uptown 

By  NOW,  IT'S  POURING.  A  RUN  TO  the  corner,  and  a  cab 
materializes.  As  soon  as  he  is  seated,  Turano  is  on  the 
Radiomail.  The  message  is  from  one  of  his  key  lieutenants. 
He  has  heard  something  about  ITT,  one  of  Turano's 
biggest  global  accounts.  Turano  immediately  tracks  him 
down  at  a  client  site  in  Denver,  using — what  else? — his 
portable  phone.  As  the  cab  swims  through  the  downpour, 
Turano  and  his  colleague  plot  a  strategy  to  take  advantage 
of  the  possible  upcoming  changes  at  the  giant  corporation. 

2:00    p.m. ...Presentation    Meeting 

BACKIN  mi  oiiku,  n\  imi    ro  MAKE  an  appearance  at  a 

meeting  where  some  of  his  staff  are  working  on  a  new  sales 
presentation.  The  idea  is  to  build  a  basic  computer-based 
presentation  that  can  be  customized  by  each  rep.  Turano 
has  brought  in  a  specialist  on  presentations — the  same  guy 
who  does  videotaped  sales  training  with  Oracle's  staff — and, 
along  with  some  of  the  region's  key  salespeople,  they  are 
creating  what  will  be  a  great  overhead  presentation. 

Turano  makes  a  brief  appearance,  just  long  enough  to  let 
them  know  he  fully  supports  what  they  are  doing.  He  is 
always  in  a  hurry,  never  looking  to  sit  and  talk  for  long. 

3:30    p.m. ...Travel    Coupons 

Bur  in    CARES,  RKAl.n  CARES  \Boi  i   his  people.  Midway 


Howard 


these  n 

Ant 


6:35  p.m. ...Sheraton  Hotel,  Rutherford, 
New  Jersey 

A  16-CAR  PILEUP  OX  THF  FREEWAY  has  delayed  his  arriv; 
for  a  dinner  meeting.  But  he  was  able  to  call  his  assistar 
and  ask  her  to  warn  his  dinner  partner. 

This  meeting  is  about  a  set  of  tools  for  database  product 
that  the  fellow  sells.  Turano  thinks  the  companv  migh 
make  a  good  business  partner  for  Oracle.  He  wants  to  tall 
about  possibly  finding  some  joint  marketing  arrangemen 
that  could  satisfy-  both  sides. 

As  they  talk,  Turano's  Radiomail  unit  beeps.  He  answer: 
it  and  finds  he  has  one  last  fire  to  put  out:  He  reads  a  mes- 
sage about  an  Oracle  teammate  in  the  United  Kingdom  whc 
needs  to  talk  with  him.  He  takes  care  of  it  by  sending  a  mes- 
sage of  his  own. 

8:45    p.m. ...  Ridgewood,    New  Jersey 

The  SUN  IS  JEST  SETTING  as  TURANO  pulls  into  his  drive- 
way and  walks  into  the  house.  He  kisses  his  wife.  One  of  the 
kids  is  downstairs  watching  television;  the  other  is  in  his 
room.  He  takes  one  more  walk  over  to  his  home  office, 
checks  the  fax  machine  and  switches  on  the  voice  messages 
on  his  phone.  He  calls  them  back,  but  the  e-mail  on  the 
Oracle  network  can  wait. 

Time  for  a  glass  of  pinot  noir.  Danny  Turano  is  finally 
finished.  It's  been  another  day  in  the  life  of  a  wired-and- 
connected  salesman  in  the  Brave  New  World  of  technology7 
and  sales. 

Soon  he'll  be  out  on  the  golf  course  with  his  customers. 
But  he  won't  be  out  of  touch.  Far  from  it.  Danny  Turano 
will  be  completely  connected,  even  as  he  stands  in  the  cen- 
ter of  the  gallery  and  watches  the  U.S.  Open  play  at  Long 
Island's  Shinnecock  Hills  Golf  Club. 

Danny  Turano's  office  for  the  day.  ■ 
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Special  Advertising  Supplement 
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Harnessing  Technology  For  Competitive  Advantage 


How 


■■■  n  May  of  this  year,  more  than  2,000  customers  attended 
the  Sterling  Software  Worldwide  Customer  Conference  — 
Strategies  for  Global  Success  —  in  New  Orleans.  Nearly 
200  senior  managers  from  leading  organizations  world- 
wide participated  in  the  Executive  Track  at  which 
oward  Anderson,  president  of  The  Yankee  Group,  was  a 
j  speaker.  While  at  the  conference,  Anderson  met  with  several  of 
:  these  managers  from  four  key  Sterling  customers. 

Anderson   interviewed   Roy   German   of   CNA   Insurance, 
Roger  Trout  of  Mobil  Oil,  Steve  Howe  with  the  State  of  Califor- 
•'  nia,  and  Jeri  Bender  and  Mike  Damerell  of  Nestle.  While  they 
work  for  different  organizations  in  diverse  markets,  these 
senior  managers  face  a  similar  challenge  —  maximizing  the 
"benefits  of  information  technology  to  provide  products  and 
,  services  that  enable  their  companies  to  maintain  a  competi- 
tive advantage.  Anderson  spoke  with  them  about  the  issues 
they  face  today,  where  their  organizations  are  headed  in  the 
future  and  how  they  work  with  Sterling  Software  to  address 
their  computing  requirements. 


CNA  INSURANCE 

ROY  GERMAN,  GROUP  VP 


CNA  is  a  multi-line  insurance  carrier 
that  recently  acquired  Continental  Insur- 
ance, h  provides  property,  casualty.  life 
and  group  health  insurance.  Like  main 
in  the  industry,  C\'.\  is  undergoing  both 
downsizing  and  reorganization.  Func- 
tions that  were  centralized  in  the  past. 
such  as  applications  development,  have 
been  distributed  to  the  operating  business 
units,  but  support,  is  still  handled  at  a 
corporate  level.  CNA  uses  the  KEY. 
YISIOS  and  ACHIEVE  products  and 
services  from  Sterlings  Applications 
Management  Group  to  speed  their  appli- 
cation development  and  reenginccring 
—  enabling  them  to  auicklx  deliver  new 
products  and  services  to  the  market. 


Howard  Anderson:  Roy.  tell  me  about 
the  insurance  industry's  challenges  in 
data  processing. 

Roy  German:  Our  industry  is  so  com- 
petitive that  speed  is  crucial.  Even- 
body  is  pressed  to  do  rapid  application 
development  so  they  can  get  products 
to  market  quicker.  We  market  our 
products  largely  through  independent 
agents  and  brokers  who  are  looking  at 
offerings  from  multiple  insurance 
carriers.  We  want  to  be  able  to  quickly 
develop  new  products  and  build 
market  share  before  the  competition. 
To  remain  competitive,  we  must  be 
able  to  move  quickly  and  adjust  our 
products  to  keep  up  with  changes  in 
our  marketplace. 

Anderson:  As  I  hear  you  explain  it. 
being  first  to  market  and  gaining 
acceptance  among  independent  agents 
is  central  to  the  success  of  any  insur- 
ance company.  What  is  CNA  doing  to 
improve  the  time  it  takes  to  deliver 
new  applications  to  the  market? 
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German:  Since  each  of  our  strategic 
business  units  (SBUs)  wants  to  get  to 
market  with  new  products  as  soon  as 
possible,  we've  reorganized  to  distribute 
application  development  to  the  individ- 
ual units.  Each  SBU  can  now  focus  on 
its  own  business  initiatives.  I'm  a  part  of 
the  corporate  systems  organization  that 
provides  services  to  these  SBUs.  One  of 
the  services  we  provide  is  software  engi- 
neering. We  assess  each  unit's  needs  and 
look  at  what  we  can  do  to  support  it  in 
upgrading  its  development  capabilities. 
We  provide  it  with  tools  and  techniques 
that  facilitate  the  use  of  rapid  applica- 
tion development  methodologies. 

"Only  Sterling  Software 
had  a  comprehensive  tool 
set  that  addressed  the 
reengineering  as  well  as 
the  new  development  side." 

Roy  German 

Anderson:  As  you  looked  at  some  of 
the  ways  to  tie  your  systems  into  the 
corporate  strategy,  what  were  some  of 
the  challenges  you  faced? 

German:  At  Continental,  where  1  was 
employed  until  the  recent  acquisition, 
we  were  faced  with  a  growing  legacy 
situation.  We  had  old  mainframe 
applications  with  high  maintenance 
costs  associated  with  keeping  our 
insurance  products  up  to  date  accord- 
ing to  state  requirements.  We  were 
spending  $43  million  a  year  maintain- 
ing that  environment.  So,  number  one, 
we  wanted  to  reduce  our  costs.  And 
number  two,  we  knew  that  the  devel- 
opment time  associated  with  new 
applications  was  too  long.  We  thought 
that  reusing  our  legacy  applications 
and  porting  them  to  new  platforms 
would  help  us  reduce  our  mainte- 
nance costs,  shorten  our  application 
development  cycle,  deliver  new  prod- 
ucts to  the  market  faster  and  meet  the 
financial  objectives  of  the  business. 

Anderson:  Tell  me  about  the  options 
you  reviewed  at  Continental.  How  did 
you  evaluate  those  options?  And 
which  one  did  you  ultimately  pick? 

German:  We  looked  at  all  the  major 
application  development  vendors  and 
some  of  the  newer  PC  vendors  that 
were  just  coming  on  the  market.  Only 
Sterling  Software  had  a  comprehensive 
tool  set  that  addressed  the  reengineer- 


ing as  well  as  the  new  development 
side.  Only  Sterling's  application  man- 
agement products  provided  the  full 
life-cycle  support  we  were  looking  for 
—  including  planning,  analysis,  design 
and  construction  for  new  applications 
along  with  tools  to  integrate  and 
improve  existing  applications. 

Anderson:  So,  at  this  point,  you  made 
a  decision  and  you  were  using  time  to 
market  as  your  metric.  Can  you  give 
me  examples  of  the  time  it  took  to 
deliver  new  products  before  and  after 
you  implemented  the  Sterling  tool  set? 

German:  A  typical  maintenance 
change  in  our  business  took  three 
person-months  to  complete.  Using  the 
Sterling  products  we've  been  able  to 
reduce  the  time  to  half  of  that  —  about 
six  weeks.  Our  ultimate  goal  is  to 
reduce  the  time  to  two  weeks  —  essen- 
tially cutting  our  development  time  by 
80%!  Also,  in  the  first  year  we  were 
able  to  reduce  our  maintenance  costs 
by  40%,  saving  nearly  $18  million 
across  the  organization. 

Anderson:  As  they  say,  "Hindsight  is 
20/20."  Now  that  you've  got  this  tech- 
nology installed  and  you've  seen  the 
benefits,  tell  me  about  the  learning 
curve  associated  with  these  tools.  Is  it 
steep?  And  is  it  worth  the  effort? 

German:  There's  a  tremendous  learn- 
ing curve.  What  you're  dealing  with  is 
an  organization  that  has  gotten  to 
where  it  is  over  a  long  period  of  time. 
Now  you're  introducing  a  whole  new 
set  of  technologies  and  that  results  in  a 
cultural    change.    Extensive    training 


that  broadens  both  skills  and  attitud 
is  fundamental  to  the  success  of  tl 
individual  and  the  organization.  It's 
big  challenge,  but  it's  definitely  wort 
it  —  without  a  doubt. 

That's  why  consulting  support 
very  important.  We  worked  with  Ste 
ling's  Consulting  Services  Division  t 
help  us  retrain  our  developers  an 
teach  them  how  to  use  new  techno 
ogy  to  get  the  maximum  benefit  out  c 
our  existing  legacy  applications. 
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Anderson:  Jump  ahead  two  years  fron 
now.  What  does  your  environmen 
look  like?  And  how  are  you  going  t( 
get  there? 
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German:    At    CNA   we   have   a   clea 
direction   to   move   to   a   client/servei 
environment.  We  see  client/server  pro 
viding  us  with  more  choices  than  w« 
had  in  the  mainframe-centric  world.  I 
But   it   also   introduces  some   unique  - 
challenges     in     terms    of    how    we  | 
approach  application  development. 

How  will  we  get  there  from  here?  ^  - 
First,  we'll  look  at  the  new  client/server  .,.. 
application  development  programs 
that  are  on  the  market.  We'll  purchase  ,y , 
the  products  that  best  meet  our  needs 
and  integrate  them  into  our  environ- 
ment. Second,  we'll  look  to  see  how 
we  can  balance  an  application  across 
multiple  computer  platforms.  We  need 
to  figure  out  how  to  apply  our  existing 
business  rules,  the  rules  that  actually 
run  our  organization,  to  this  new 
environment  and  empower  people  to 
get  at  the  data  that's  been  trapped  in 
our  legacy  applications. 
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MOBIL  OIL  CORPORATION 

ROGER  TROUT,  EDI  MANAGER 
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Mobil  Oil  Corporation  is  a  blue-chip 
company  that  includes  divisions  for 
petroleum,  petrochemicals  and  chemical 
products.  Best  known  for  selling  gasoline 

directly  to  motorists  through  service 
stations,  the  company  also  supplies  Mr. 
Goodwrench  and  Motorcraft  Oils  to 
automakers  and  automotive  parts  retail- 
ers. Additionally  at  its  chemical  division 
the  company  manufactures  consumer 
products  such  as  Hefty  Bags,  Baggies  and 
Tapper  Housewares.  Today,  Mobil  uses 
the  CONNECT  and  COMMERCE  prod- 
ucts from  Sterlings  Electronic  Commerce 
Croup  to  implement  its  comprehensive 
electronic  commerce  program  that 
encompasses  600  EDI  trading  partners 
and  600,000  documents  a  year. 


Howard  Anderson:  Roger,  tell  me  a  bit 
about  whatSj going  on  in  the  petroleum 
industry.  What  are  some  of  the  stresses 
you're  facing  today? 

Roger  Trout:  For  American  Petroleum 
Institute  members,  and  for  all  of  our 
fellow  petroleum  companies,  it's  a  time 
of  downsizing  and  reorganization.  As 
we  focus  on  our  core  business,  this 
means  more  than  simply  eliminating 
jobs.  All  of  the  large  oil  companies  are 
reorganizing  the  way  they  work. 
They're  moving  toward  more  shared 
services,  and  electronic  commerce  is 
the  technology  that  is  enabling  them 
to  make  these  changes. 

Anderson:  Let's  talk  about  electronic 
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)tnmerce.  You've  been 
|orking  with   EDI    [Elec- 

onic    Data    Interchange] 

•r    15    years.    Give    me 

jme    background    as    to 

here  you  started,  what 
e  ou've  done  and  where 
I  3U  are  today. 

In  the  early  1980s, 
tur    big    customers    like 
reneral  Motors,  Ford  and 
mart  came  to  us  and  said, 
• :  I  We  want  to  do  business 
"ret  lectronically    and    here's 
ing |  rhat    our    format    looks 
ke."  The  standards  were 
ot  defined  at  that  point, 
3  o  proprietary  systems  were 
"a  'Uilt  to  handle  these  trans- 
j  ctions.  We  were  working 
,v<  dth  companies  in  several  industries  — 
il,   hardware   and   retail/grocery   — 
,nd   each   industry   was   doing   EDI 
ifferentlv 

The  retail  industry  took  off  faster 
han  the  others,  and  by  the  mid-'80s 
ve  started  doing  electronic  commerce 
vith  our  distributors  like  Kmart  and 
AalMart.  Today  97%  to  98%  of  the 
--  .hemical  products  we  sell  (e.g.,  Hefty 
■"'"  3ags)  to  the  retail/grocery  industry 
}*'  s  processed  electronically.  The  auto 
i  .ndustry  was  pushing  us  to  do  the 
*j  same  thing.  By  the  late  1980s,  we 
1  had  a  lot  going  on  in  those  businesses 
|;  as  well. 


Anderson:  So  you  were  running  at 
.  least  two  or  three  separate  systems  at 
the  same  time.  How  did  Mobil  address 
the  inefficiencies  associated  with  run- 
ning multiple  systems  with  different 
applications  and  standards? 

Trout:  We  did  a  study  in  1991  and 
found  that  there  were  several  ineffi- 
ciencies. For  example,  we  had  15  to  16 
different  EDI-enabled  applications 
using  redundant  software  and  we  had 
people  doing  mapping,  maintenance, 
translations  and  communications  for 
each  application.  In  short,  we  had  a 
labor-intensive  and  software-intensive 
process  for  a  business  solution  that  was 
supposed  to  improve  efficiency. 

In  1992,  we  launched  our  EDI  ini- 
tiative that  included  centralizing  our 
electronic  commerce  efforts.  We  rolled 
multiple  applications  through  a  single 
translator  and  set  up  a  single  group  of 
EDI  experts  to  provide  shared  services 
for  all  Mobil  divisions  —  regardless  of 
application  or  industry.  They  under- 
stand the  standards  and  all  of  the 
different  processes  in  the  software. 


"When  we  began  the  analy- 
sis, we  knew  we  had  to  find 
a  single  strategic  vendor.  We 
needed  a  company  that  had 
the  products,  was  going  to  be 
there  for  the  long  haul  and 
could  help  us  implement  our 
EDI  initiative." 

Roger  Trout 


Anderson:  What  did  you  look  for 
when  you  looked  for  Electronic 
Commerce  service  providers  to  help 
you  implement  this  initiative?  And 
where  did  Sterling  Software  fit  into  the 
equation? 

Trout:  When  we  began  the  analysis,  we 
knew  we  had  to  find  a  single  strategic 
vendor  that  could  provide  the  transla- 
tor, the  communications  channel  and 
the  network.  We  needed  a  company 
that  had  the  products,  was  going  to  be 
there  for  the  long  haul  and  could  help 
us  implement  our  EDI  initiative.  We 
were  already  using  some  of  Sterling's 
products  at  the  time,  and  after  all  of  our 
research,  we  decided  to  work  with 
Sterling  as  our  strategic  EDI  partner. 

Anderson:  Is  this  a  domestic  initiative, 
global  initiative,  or  both? 

Trout:  Initially,  it  was  a  domestic  initia- 
tive, but  now  it's  becoming  global  in 
strategy.  Our  global  focus  reinforces 
our  decision  to  go  with  Sterling 
because  there  are  Sterling  offices  in 
over  60  countries  around  the  world. 


Anderson:  What  are  the 
methods  you  use  to  mea- 
sure where  you  are  in  terms 
of  savings  or  efficiencies? 

Trout:  Originally  we  only 
measured  the  number  of 
transactions  that  pass 
through  the  translator  and 
the  failure  rates.  But  we 
realized  that  organizations 
can  actually  use  their  elec- 
tronic commerce  metrics  to 
track  the  success  of  their 
downsizing  and  reengineer- 
ing  programs. 

For  example,  we're  re- 
engineering  so  we  can  elim- 
inate accounts  payable.  Our 
goal  is  to  cut  our  A/P  effort 
by  70%  in  the  next  year.  So 
while  I'll  continue  to  measure  how 
many  documents  I'm  getting  electroni- 
cally, this  is  the  wrong  key  performance 
indicator  to  track  our  A/P  program.  The 
real  key  is  how  many  paper  documents 
I  have  left  that  somebody  still  has  to 
handle  and  why.  Within  a  year,  I  won't 
have  any  people  to  process  these 
invoices  or  purchase  orders  —  they'll 
be  managing  other  responsibilities 
within  the  company.  So  why  am  I  still 
getting  invoices  and  POs?  Why  haven't 
they  been  taken  out  of  the  system? 

Anderson:  This  seems  like  an  aggres- 
sive goal  over  a  short  period  of  time. 
How  do  you  plan  to  get  buy-in  from 
your  customers  and  suppliers  to  help 
you  implement  this  move  to  paperless 
interchange?  Is  there  a  reason  that 
your  suppliers  will  want  to  move  as 
quickly  — -  and  in  the  same  direction 
—  as  you  want? 

Trout:  We  require  that  our  suppliers 
use  electronic  commerce  and  we  have 
programs  in  place  to  help  them  become 
EDI-capable.  Of  course,  its  a  different 
situation  with  our  customers.  We 
encourage  them  to  use  electronic  com- 
merce by  showing  them  how  much 
more  efficiently  we  can  operate. 
Because  it's  much  more  than  just  get- 
ting the  paper  out  of  the  system.  Once 
you  get  an  electronic  conversation 
going,  you  can  start  sharing  really  valu- 
able information.  Then  you  can  get 
into  such  things  as  sharing  manufac- 
turing schedules  and  implementing 
just-in-time  inventory  processes  —  and 
that's  where  the  real  savings  start. 

Anderson:  One  last  question.  If  your 
best  friend  was  about  to  embark  on  this 
whole  area  of  electronic  commerce  and 
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wanted  your  advice  about  mistakes  she 
might  avoid,  what  would  you  tell  her? 

Trout:  The  first  thing  I'd  tell  her  is  to 
make  sure  she's  got  buy-in  from  senior 
management.  It's  easier  to  move  an  entire 
organization  to  electronic  commerce  if 
the  executive  committee  is  enlightened 
and  is  sold  on  the  benefits.  Second,  I'd 


tell  her  to  pick  a  company  like  Sterling  so 
that  she  can  develop  a  strategic  partner- 
ship within  all  areas  of  electronic  com- 
merce. Avoid  the  mistake  of  buying 
pieces  from  different  companies.  And 
encourage  your  suppliers  to  use  a  single 
company  as  well,  to  help  ease  their  tran- 
sition to  EDI. 


STATE  OF  CALIFORNIA, 
HEALTH  AND  WELFARE  AGENCY 

STEVE  HOWE,  DEPUTY  DIRECTOR,  INFORMATION  SYSTEMS  DIVISION 


percentage  of  problems  we  resolve 
the  first  call.  With  the  Sterling  prodi 
we're  able  to  establish  metrics  that  w  f. 
help  us  improve  our  performance  ai 
measure  vendor  performance.   In   t 
first   year,   we  anticipate   resolving 
least  25%  more  customer  problems  (j  L .... 
the  initial  call. 

Anderson:  What  other  metrics  do  yc 
use  to  measure  the  effectiveness  of  yoi 
organization,  and  have  those  mctri( 
changed? 
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The  Stale  of  California's  Health  and 
Welfare  Agency  Data  Center  supports 
12  primary  agencies  with  over  40,000 
customers.  The  Center  is  responsible  for 
networking  and  computing  services  for 
two  data  centers.  The  (enter  also  has 
system  integration  responsibility  jot 
the  welfafe,  child  welfare  and  child 
support  system  for  58  counties.  The 
Center's  environment  includes  several 
computing  platforms  —  MV5  and  VM 
on  the  mainframe,  RISC  6000  and 
I  [nisys  —  and  it  is  nun  ing  to  distributed 
systems  with  DEC.  The  Health  and 
Welfare  Data  Centex  uses  the  SOLVE, 
SAMS  and  VM  products  from  Sterling's 
Systems  Management  Group  to  provide 
c  enlialized  management  oj  this  nu  nas- 
ingly  complex  environment. 

Howard  Anderson:  What  are  the  major 

challenges  lacing  your  data  center  dur- 
ing the  next  year? 

Steve   Howe:   There  arc   tremendous 

changes  going  on  In  the  past,  we  had 
a  homogeneous  environment  with  a 
clearly  defined  customer  who  used  a 
3270  terminal.  In  the  last  three  years, 
we've  seen  that  change.  Now  we're 
dealing  with  users  of  heterogeneous 
systems  that  interface  with  our  main- 
frame applications.  And  they're  asking 
lor  support  lor  everything  from  net- 
working, to  help  desk,  to  Internet 
connections,  to  e-mail  connectivity 
We  no  longer  have  direct  control  over 
the  device  that's  sitting  on  their  desk, 
the  training  mechanisms  or  any  of  the 
normal  support  functions  that  we're 
used  to  providing. 

Anderson:  That  sounds  like  almost 
every  other  large  shop.  You  are  in  less 
control  of  end-user  computing,  but 
you  are  still  tasked  with  supporting 
this  heterogeneous  environment  Do 
you  have  a  migration  path  and  a 
backup  plan  that  gets  you  where  you 
want  to  be? 


Howe:  We're  in  the  process  of  changing 
from  an  SNA  to  a  TCP/IP  environment. 
In  other  words,  we're  moving  away 
from  the  traditional  IBM  communica- 
tions protocol  to  wide-area  support  for 
multiple  communications  protocols. 
Now  we're  beginning  to  provide  sup- 
port for  all  our  distributed  systems.  For 
example,  we  run  products  on  the  main- 
frame that  provide  backup  and  recov- 
ery facilities  for  the  data  that  reside  on 
our  LANs  and  independent  networks. 

One  of  our  larger  challenges  is  the 
fact  that  when  we  get  a  help-desk  call, 
we  don't  really  know  what  that  specific 
caller's  environment  looks  like.  We 
have  about  16  -independent  databases 
that  contain  information  about  our  cus- 
tomers' environments.  But  we  recently 
purchased  systems  management  soft- 
ware from  Sterling  that  allows  us  to 
perform  change,  problem  and  asset 
management  from  one  integrated  pack- 
age. Now  when  a  user  calls  we're  able 
to  pull  up  information 
on  a  single  screen 
about  who  he  is,  what 
kind  of  device  is  sit- 
ting on  his  desk,  what 
kind  of  software  he's 
running  on  it  —  and 
we're  able  to  provide 
better  assistance. 

Anderson:  So  you've 
got  a  help  desk  and 
they  open  up  files  and 
assess  each  case  — 
almost  as  a  doctor 
does.  What  was  your 
percentage  of  prob- 
lem resolution  in 
your  typical  call  prior 
to  Sterling?  And  what 
percentage  of  prob- 
lems will  be  solved  on 
that  initial  call? 

Howe:  We  plan  to  sub- 
stantially increase   the 


Howe:  Cost  and  service  are  the  two  pr 
mary  metrics  we  use.  We're  basically  i 
the  customer-service  business.  We  hav 
to  offer  the  best  service  to  our  agencie 
and  constituents  and,  at  the  same  tin! 
keep  our  costs  down  if  we  are  going  t 
attract  and  keep  our  customers. 

We  expended  a  great  deal  of  tim' 
training  our  staff  members,  regardlcs 
of  their  position,  to  make  customer  sat  J 
isfaction  their  primary  goal.  Since  w 
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"Now  we're  dealing  with  users 
of  heterogeneous  systems  that 
interface  with  our  mainframe 
applications.  And  they're  ask- 
ing for  support  for  everything 
from  networking,  to  help  desk, 
to  Internet  connections,  to 
e-mail  connectivity." 

Steve  Howe 
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stalled   the   Sterling   product,   we've 

ked  with  our  customers  and  created 

rtnership  agreements  with  each  one 

at    lay    out    the    individual    service 

els   and  responsibilities.    Customer 

mce   is  very  important   to   us.   We 

llow  up  on  problem  tickets  and  ask, 

>id  we  provide  the  service  you  asked 

'!  r  in  a  timely  manner?  What  could  we 

to  improve  our  service?" 

iderson:  Do  you  use  Sterling  prod- 
ts  in  any  other  areas  of  your  data 
nter  besides  the  help  desk? 

owe:  Yes,  we  use  Sterling's  products 
'  manage  the  utilization  of  our  DASD 
.,,    orage  system,  keeping  the  cost  ot  pur- 

taking  new  hardware  to  a  minimum, 

id  to  help  us  manage  the  applications 

.    e  have  running  on  our  VM  box.  That 

Jy  ?x  is  stable  and  it  supports  a  number 

-a  f  key  customer  applications.  Sterling's 

tl  M  products  allow  us  to  manage  that 

nvironment  very  well. 

nderson:  Many  organizations  are 
etting  to  the  point  where  they  want 
;wer  vendors  and  fewer  technologies 
3  support.  What  things  are  you  start- 
ig  to  demand  from  your  vendors  to 
elp  you  in  this  regard? 

■owe:  We're  looking  for  more  long- 
erm  relationships.  We're  not  looking 
or  a  vendor  who  comes  in,  dumps  a 
(roduct  on  our  desktop  and  walks 
>ut.  We  want  to  develop  partnerships 
vith  our  vendors.  One  of  the  things 
ihat  really  impressed  me  about  Ster- 
ing  was  the  people.  My  staff  is  in 
ouch  with  them  on  a  daily  or  weekly 
)asis  saying,  "We  have  an  issue  with 
his  component.  Can  you  help  us?" 
<\nd  they're  willing  to  work  with  us. 
That's  key  —  we're  willing  to  partner 
vith  a  company  that's  willing  to 
tvork  with  us  for  the  mutual  benefit 
f  our  customers. 

We're  also  asking  all  our  vendors 
to  look  beyond  solving  today's  needs 
and  show  us  how  we  can  use  their 
products  to  migrate  into  tomorrows 
technologies.  One  example  is  the 
Internet.  We  may  choose  Sterling  for 
the  firewall  product  they  announced 
here  at  the  Customer  Conference. 
Clearly,  we  have  a  major  issue  with 
security  on  the  Internet,  and  they 
have  a  solution.  It's  riot  the  only  solu- 
tion, but  it's  one  we'll  consider.  They 
will  get  an  early  opportunity  to  show 
us  how  this  new  product  works 
because  of  the  good  working  rela- 
tionship we've  had  with  them  over 
the  \  cars. 


NESTLE 

JERI  BENDER,  HEAD  OF  GROUP  MS-TECHNOLOGY  &  STANDARDS  — 

NESTEC  LTD.  and  MIKE  DAMERELL,  MANAGER,  DATA  &  APPLICATION 

ARCHITECTURES,  M.I.S.  —  NESTLE  USA,  INC. 


Nestle  is  the  world's  largest  food 
products  company,  with  more 
than  $37  billion  in  revenue.  It 
is  organized  into  autonomous 
operations  that  arc  located 
throughout  the  world.  The  com- 
pany has  prospered  despite 
Europe's  recession  by  stream- 
lining operations,  increasing 
sales  in  new  markets  and 
aggressive  marketing.  Nestle 
currently  uses  products  from  all 
three  Sterling  Software  Groups 
—  Applications  Management, 
Electronic  Commerce  and 
Systems  Management  —  to 
implement  strategic  solutions 
that  help  the  company  main- 
tain its  competitive  edge. 


Howard  Anderson:  Jeri,   tell 
me  a  bit  about  your  opera- 
tions.   What    are    the    major 
initiatives  that  you've  been  working 
with  this  year? 

Jeri  Bender:  One  of  the  primary  ini- 
tiatives that  is  going  on  within  Nestle 
is  the  move  toward  commonality  of 
applications.  In  1991,  management 
made  the  decision  to  go  with  SAP  R/3 
for  Europe  and  North  America  and  to 
go  with  BBCS  for  our  Asia-Pacific 
area.  This  allows  us  to  have  a  com- 
mon methodology  and  tool  set  so  we 
can  be  more  portable  in  sharing  infor- 
mation across  our  various  markets  — 
and  that's  a  tremendous  savings. 

Another  major  project  we're 
working  on  is  called  "Intermarket 
Supply,"  which  was  driven  by  our 
chilled  product  division.  With  the 
European  community  and  the  bound- 
aries opening  up,  we  wanted  each  of 
our  international  manufacturers  to 
be  able  to  supply  other  Nestle  com- 
panies with  inventory  —  but  as  you 
know,  chilled  products  have  a  very 
short  shelf  life,  so  your  demand  fore- 
casting must  be  extremely  accurate. 
It  became  critical  for  us  to  develop 
a  standard  for  our  international  file 
transfer. 

Anderson:  How  does  Sterling  Software 
fit  into  this  picture? 


"One  of  the  primary 
initiatives  that  is  going 
on  within  Nestle  is  the 
move  toward  commonality 
of  applications." 

Jeri  Bender 

Bender:  We  use  Sterling  products  to 
help  us  implement  these  two  initia- 
tives. We  believe  their  KEY:Plan  and 
KEY:Analyze  products  are  the  two  best 
upper  CASE  products  on  the  market 
today.  In  our  move  toward  common 
global  applications,  we  used  the 
Sterling  products  in  the  U.K.  to  build 
the  application  model  for  our  Nestle 
finance  requirements.  That  model  was 
transported  to  Asia  Pacific  and  vali- 
dated. They  didn't  have  to  reinvent  the 
wheel  or  do  the  work  all  over  again.  All 
they  had  to  do  was  validate  it.  So 
what  took  the  U.K.  six  months  to  do 
was  verified  in  the  Asia  Pacific  in  three 
weeks  and  now  that  application  can  be 
ported  to  divisions  around  the  world. 
Also,  we  selected  Sterling  electronic 
commerce  software  as  our  strategic 
product  for  international  file  transfer. 
As  I  mentioned,  chilled  products  have  a 
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very  short  window  —  we  have 
to  transmit  all  our  inventory 
data  within  a  two-hour  time 
frame,  and  it  has  to  be  exact. 
This  is  a  mission-critical  appli- 
cation for  us.  So  a  local  Nestle 
operating  company  may  use 
a  different  product  now, 
but  if  it  goes  international, 
then  it  has  to  use  our  stan- 
dard, CONNECT:Direct  from 
Sterling,  for  file  transfer. 

Anderson:  Now  you've  done 
your  analysis,  established  your 
methodology  and  selected  your 
standard  products  —  but  how 
do  you  implement  all  of  this? 
In  terms  of  systems  manage- 
ment, what  are  you  doing? 
And  how  is  it  better  than  what 
you  did  three  years  ago? 

Bender:  From  an  information 
systems  management  perspec- 
tive, we've  seen  a  lot  of  our  IT 
organizations  reorganized.  Instead  of 
the  old  vertical  organizations  where 
one  group  supports  finance,  another 
sales  and  marketing,  we've  ended  up 
reorganizing  to  be  process-oriented. 
We've  focused  tremendously  on 
infrastructure  preparation.  We're  not 
interested  in  developing  a  lot  of 
down-and-dirty  applications.  Instead, 
we  get  MIS  involved  right  from  the 
start  to  put  the  infrastructure  and 
support  in  place. 

Mike  Damercll:  And  within  the  I  V 
we're  establishing  cross-functional 
teams.  As  a  part  of  this  cioss 
functional  approach,  were  including 
more  than  one  operating  company  in 
these  teams.  Then,  once  a  process  or 
application  is  tested  and  refined  in  one 
organization,  it  can  quickly  be  ported 
to  other  organizations  throughout  the 
world.  For  example,  in  the  EDI  area, 
we  use  standard  data  formats  so 
that  it's  easier  to  exchange  information 
between  Nestle  companies  and  share 
information  with  our  customers. 

Anderson:  Standardization  raises  some 
interesting  challenges.  You're  trying  to 
get  the  best  ol  effectiveness  and  effi- 
ciency. Effectiveness  means  that  a  prof- 
it center,  or  business  unit,  makes  lis 
own  decisions.  Efficiency  says,  "We 
don't  need  27  different  solutions  to  the 
same  problem."  How  do  you  deal  with 
this  ai  Nestle? 

Damercll:  We've  adopted  a  pragmatic 
approach  toward  setting  standards.  A 
global  company  like  ours  has  to  draw  a 


"Your  IS  priorities  need 
to  be  based  on  business 
priorities.  If  they're  not, 
then  you're  going  to  be 

swimming  upstream." 

Mike  Damerell 


fine  line  between  what  is  good  for  the 
local  organization  such  as  Nestle  USA 
or  Nestle  Canada  and  what  we  should 
adopt  as  a  global  standard.  Sometimes 
we  set  standards  and  sometimes  we 
advise  which  products  are  industrial 
strength.  Either  way,  we're  trying  to 
limit  the  number  of  vendors  or  suppli- 
ers that  we're  dealing  with. 

Anderson:  The  point  we  often  make  at 
The  Yankee  Group  is  that  now  you've 
got  fewer  vendors  to  deal  with  but 
have  more  products  and  services  from 
each  one  of  them.  What  are  you  look- 
ing for  in  those  that  want  to  make  the 
short  list  and  develop  long-term  part- 
nerships with  Nestle? 

Damerell:  Partnership.  Everybody 
talks  about  it,  it's  a  big  buzzword,  but 
there  are  very  few  vendors  that  want 
to  take  the  time  to  understand  an 
organization's  global  picture.  We're 
looking  for  companies  that  under- 
stand our  big  picture.  And  I  think 
there  are  some  tremendous  advan- 
tages for  companies  that  are  willing  to 
deal  with  Nestle  in  that  way.  Its  not  just 


competitive    products    that 
vendors  apart  in  this  decade  jl 
it's  their  ability  to  understaj 
the  organization  they're  dealii 
with.  For  example,  Sterling  1 
put   all    the   Nestle   compan 
under   one    umbrella   accou 
and  raised  our  visibility  wit! 
their  organization. 

Anderson:  One  last  question  I 
the  two  of  you.  What  if  your  b( 
friend  inherited  your  job  an 
asked,  "What  things  should 
avoid,  what  things  should  I  d 
Give  me  some  rules  of  thun 
that  I  should  look  for  as  I  mo 
into  this  position."  How  wou 
you  respond? 

Bender:   From   my   perspectiv 
the   first   thing   I   would  say 
"Sell,  sell,  sell."  My  job  is  teel 
nology  and  standards,  but  whe 
you're  looking  at  an  organizatic 
that's  as  diverse  as  Nestle,  yo 
can't  dictate  what  people  use.  Whe 
you  start  to  dictate,  it's  like  taking 
truck  and  running  it  into  a  brick  wal 
Nobody  wins.  The  wall  crumbles  an 
the  truck  breaks  down.  You  have  t 
create  a  cooperative  selling  enviror 
ment.  So  I  would  tell  her  to  cultivat 
her  sales  skills  and  don't  come  acros: 
like  Attila  the  Hun. 

Damerell:  I'd  also  say  that  you  need  t| 
understand  the  business.  Your  IS  prior 
ities  need  to  be  based  on  business  pri 
orities.  If  they're  not,  then  you're  goin 
to  be  swimming  upstream.  If  yoi 
understand  where  the  business  is  goinj 
and  then  get  allies  throughout  th< 
organization  to  work  with  you  to  como 
up  with  solutions  that  meet  busines 
objectives,  it's  going  to  be  a  lot  mon 
successful. 


Staling  Software  is  one  of  the  largest 
software  and  services  companies  in  the 
world,  with  over  3,600  employees  in  75 
offices  around  the  globe.  Its  rich  portfolio 
of  more  than  150  software  products  is 
used  by  an  estimated  40,000  customers 
worldwide,  including  95  of  the  100 
largest  U.S.  industrial  corporations.  Its 
five  operating  groups  —  Applications 
Management,  Electronic  Commerce,  Sys- 
tems Management,  Federal  Systems  and 
International  —  comprise  a  vibrant  orga- 
nization dedicated  to  providing  effective 
technology  solutions  to  its  customers  so 
they  may  compete  better  in  todays  global 
marketplace. 
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Easier  to  use,  compatible  with  older 
apps  and  built-in  goodies  galore. 
Sounds  perfect.  Who  wouldn't  want 
an  operating  system  promising  that? 
Microsoft's  new  Windows  95  indeed 
makes  a  strong  case  for  drawing  up 
an  immediate  migration  plan  from 
older  Windows  3.1 -for  all  its  faults 
the  most  popular  desktop  OS  ever. 


Is  Windows  95  really  that  good? 
Apparently. ..but. ..let's  just  say 
that  before  you  bet  your  compa- 
ny's desktop  computer  operations 
on  an  upgrade,  take  a  hard  look  at 
whether  you  need — really  need — Win- 
dows 95  immediately.  You  might  be 
better  off  sitting  back  while  others  suf- 
fer the  bumps  and  bruises  of  manhan- 
dling the  latest  version  of  an  11 -year- 
old  operating  system  into  place.  The 
right  answer  depends  on  how  you  use 
PC  technology. 

"Windows  95  will  make  life  easier, 
especially  when  it  comes  to  supporting 
large  numbers  of  users,"  says  veteran 
software  analyst  Chris  Le  Tocq, 
founder  of  SoftTracks  in  Los  Altos, 
Calif.  He  says  you're  a  good  candidate 
for  an  immediate  move  if  your  organi- 
zation: 

•  Deploys  16-  or  32-bit  mission- 
critical  applications.  According  to  beta 
user  William  Lazaldi,  a  systems  analyst 
with  Evergreen  Medical  Center  in 
Kirkland,  Wash.,  anyone  who  uses 
DOS  and  Windows  applications 
together  will  love  the  fact  that  Win- 
dows 95  all  but  ends  protected  mode 
faults,  a  charming  little  nuance  where- 
in incompatibilities  between  applica- 
tions cause  the  OS  to  freeze  up. 
Lazaldi  believes  the  improved  reliabili- 
ty of  Windows  95  over  Windows  3  .X 
and  Windows  for  Workgroups  will  be 
a  key  factor  in  the  short-term  success 
of  Windows  95. 

•  Is  anxious  to  tap  into  the  extra  zip  of 
native  Windows  95  applications.  Many 
developers  plan  3  2 -bit  Windows  95 
updates  of  their  applications  by  year's 
end.  Microsoft  is  leading  the  parade 
with  native  applications  of  Office, 
Access,  Visual  Basic  and  PowerPoint. 

•  Is  buying  new  machines.  Most  hard- 
ware manufacturers  are  expected  to 
preinstall  Windows  95. 

•  Frequently  changes  the  configura- 
tion of  desktop  computers.  One  of 
Windows  95 's  main  selling  points  is  a 
feature  called  Plug  and  Play,  which 
allows  you  to  add  or  remove  peripher- 
als like  CD-ROM  drives  and  tape 
back-up  units  with  a  minimum  of  fuss. 

•  Needs  to  monitor  its  networked 
resources.  Windows  95  includes  fea- 
tures that  allow  systems  administrators 
to  keep  close  tabs  on  your  hardware, 
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It  took  seven  people  to  buy  this  hammer. 
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The  hammer  cost  $17  Their  time  cost  $100. 


We  all :  know  that  the  cost  of  acquiring  maintenance  and  repair  items  is  too  high- 
often  higher  than  the  cost  of  the  item  itself.  g 

Grainger  can  help  you  cut  that  cost  dramatically.  As  a  matter  of  fact  we're  alr^dv 
doing  it  for  two  thirds  of  the  Fortune  100.  How?  Here  are  Zeex^es"         * 

We  supply  thousands  of  products-broad  selections,  many  lines-enabling  you  to 
replace  hundreds  of  suppliers  with  just  one.  8  y 

With  our  sophisticated  systems,  we  get  your  orders  to  you  fast-and  error-free 

^S^T^01™  ^  ente  Purchasing  process  t0  make  *  ™re 
cost-eitective.  And  make  your  people  more  productive. 

Maybe  you  should  take  advantage  of  our  experience  and    „._ 

capabilities  to  make  the  next  step  in  your  cost  reduction    GRAINGER 

programs.  Call:  1-800-905-3338  ext.  1387  An...     fwu/P 

A  Division  of  W.  W  Grainger,  Inc. 
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WINDOWS  95  UPGRADE  COSTS 


Corporation  with  2,000  PC  users, 

60%  upgrading  from  Windows  3.1  to  Win95. 

Excludes  hardware  upgrade  costs 


ADMINISTRATION    COSTS 


i  95/Corporate  Cost 
Purchasing  Department  Labor  (per  hr.) 


END-USER    COSTS 


End-User  Installation  (1hr./user) 
End-User  Training  Labor  (8  hrs./user) 


SUPPORT   COST 


Review  and  Intro  (400  man  hrs.) 
Hot  Line  Support  Calls  (360  hrs.) 

TOTAL  NON-HARDWARE  COSTS 

Source:   Gartner 


$50 

$60,000 

$35 

$210 

$50 

$60,000 

$400 

$480,000 

$50 

$20,000 

$35 

$12,600 

)ftware  and  remote  connections. 

Reach  for  Your  Wallet 

Windows  95  gets  a  thumbs-up,  get 
ady  to  lay  out  some  cash.  The  cost  of 
pgrading  large  numbers  of  users  can 
e  daunting.  Although  Windows  95 
equires  only  four  megabytes  of  ran- 
om-access  memory  for  PCs  running 
single  application,  say  Word  6.0, 
eta    testers   uniformly   recommend 
pgrading  to  16  megs  to  attain  satis- 
actory  performance  while   running 
Tiultiple  apps.  Memory  upgrades  cost 
ibout  S40  per  megabyte,  or  approxi- 
mately S480  per  machine  to  upgrade 
from  four  megabytes  (the  average  cor- 
porate PC)  to  16  megs. 

Robert  Bell,  a  vice  president  of 
research  and  development  for  Consol- 
idated Edison  in  Xew  York  who  tested 
Windows  95  betas,  even  suggests 
upgrading  your  hard  disk  to  at  least 
500  megabytes.  (Good  news:  Prices 
were  expected  to  drop  to  less  than  30 
cents  per  megabyte  this  summer.) 

Lest  we  forget,  there's  the  software 
itself.  Figure  on  Si 09  per  user  for  a 
Windows  3. X-to- Windows  95  upgrade 
kit,  or  S209  for  a  DOS-to-W  mdows  95 
upgrade.  Not  even  counting  hardware 


upgrades,  some  could  pay  more  than 
S500  per  computer  for  the  privilege  of 
running  the  new  operating  system. 
(See  box  above.) 

Little  Surprises 

New  operating  systems  aren't  like  hair 
dryers.  You  don't  just  plug  them  in 
and  they  work.  Although  Microsoft 
publicly  promises  that  the  first  release 
of  Windows  95  will  be  bugfree,  don't 
bet  on  it.  We're  talking  more  than  1 1 
million  lines  of  code  here;  99.99% 
bugfree  still  means  1,100  bugs.  In  the 
past,  the  world's  largest  software  com- 
pany has  released  first  versions  that 
require  a  hasty  patch  to  prevent  the 
flagship  from  sinking.  Windows  95  is 
probably  no  exception. 

Some  beta  users  report  installation 
problems  on  systems  with  built-in 
virus  checking.  Unless  disabled,  this 
feature  prevents  you  from  installing 
the  program.  In  addition,  a  number  of 
users  claim  that  Windows  95  does  not 
recognize  some  older  eight-bit  SCSI 
adapters.  The  solution  is  to  upgrade  to 
contemporary  3 2 -bit  cards  such  as 
those  made  by  Adaptec. 

In  fact,  Windows  95  could  be  the 
digital   equivalent  of  an   unfinished 


symphony.  Bill  Gates  and  other 
Microsoft  executives  say  the  company 
will  periodically  release  "Windows  95 
Update  Disks,"  the  first  of  which  may 
appear  within  30  days  of  the  initial 
release.  Those  disks  are  expected  to 
contain  software  drivers  missing  from 
the  first  release  of  Windows,  as  well  as 
features  that  further  enhance  Win- 
dows 95. 

To  ease  adoption  worries  and  bevel 
the  edges  on  some  of  the  glitches, 
Microsoft  is  offering  90  days  of  free 
general  support  for  most  users.  Net- 
work and  additional  support,  however, 
will  be  charged  at  the  rate  of  Si. 95  per 
minute,  with  a  $35  cap  per  incident,  or 
S900  for  a  one-year  contract,  accord- 
ing to  Microsoft. 

Other  Options 

If  a  move  to  Windows  95  spooks  you, 
consider  moving  to  Windows  NT 
3.51,  another  high-performance  vari- 
ant of  Windows.  NT  may  be  better 
for  you  if: 

•  You  need  a  secure  network. 

•  You  need  network  administration 
tools  that  allow  you  to  allocate  specific 
system  resources  to  individual  users. 

•  You  are  concerned  about  the  stabil- 
ity of  the  first  version  of  any  Microsoft 
product  (Windows  NT  has  been  ship- 
ping for  almost  two  years). 

If  your  company  is  dependent  on 
custom  16-bit  apps,  you  may  want  to 
consider  IBM's  OS/2,  which  provides 
a  more  stable  operating  environment 
through  its  support  of  separate  virtual 
machines — self-contained  16-bit  envi- 
ronments— for  each  16-bit  DOS  or 
Windows  application. 

The  Last  Word 

Moving  to  Windows  95  is  not  for  the 
squeamish.  (If  your  company  has  more 
than  a  1,000  PCs,  consider  calling 
Unisys,  Entex  or  other  Microsoft  inte- 
grators for  help.)  Still,  enthusiasm 
for  Windows  95  remains  high.  Already 
several  hundred  thousand  users  have 
tried  the  beta,  and  tens  of  millions  more 
are  expected  to  install  the  new  sys- 
tem within  a  year.  For  the  brave  and 
the  powerful  (Pentium  owners  with  1 6 
megabytes),  Windows  95  is  one  sys- 
tem they'll  want  to  use  sooner  rather 
than  later.  ■ 
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AN    ECONOMIC    MIRACLE 


BY      MICHAEL      B  O  C  I  U  R  K  I  W 


An  economic  miracle  is  evolving  on  the 
resource-rich  islands  of  the  Indonesian 
archipelago.  So  much  so  that  when  American 
business  leaders  speak  of  promising  oppor- 
tunities in  the  region,  Indonesia  inevitably 
scores  at  the  top  of  the  list. 

Under  the  steady  hand  of  President 
Suharto.  Indonesia  has  transformed  itself 
in  less  than  three  decades  from  one  of  the 
world's  poorest  nations  into  a  newly  indus- 
trialized economy  —  achieving  6%  annual 
growth  and  moving  up  the  high-tech  ladder 
far  enough  to  produce  an  indigenous 
passenger  aircraft.  In  the  50  years  since 
achieving  independence  from  Dutch  rule, 
it  has  produced  a  per  capita  GNP  double 
that  of  India's. 

Freeport-McMoRan,  Johnson  &  Johnson 
and  Citicorp  are  just  some  of  the  U.S. 
corporate  giants  that  have  made  hea\y 
investments  here.  Growing  affluence  in 
urban  centers  and  a  market  of  almost  200 


million  have  attracted  American  restaurant 
chains  —  some  of  Jakarta's  main  thorough- 
fares now  resemble  Main  Street  USA. 

"There  is  a  lot  of  receptivity  here  to 
American  products  and  services. "  says 
Michael  Hand,  the  chief  commercial 
counselor  at  the  U.S.  Embassy  in  Jakarta 
"The  marketplace  is  very  pro- American." 
One  example:  Two  U.S.  companies  recently 
concluded  an  agreement  to  build  and 
operate  a  US$1.8  billion  private  electric- 
generation  plant. 

Still.  Indonesia  is  largely  untapped 
by  U.S.  businesses,  says  Louis  Clinton, 
president  of  Amchan.  the  local  American 
Chamber  of  Commerce,  and  Freeport- 
McMoRan  Pacific's  president  and  chief 
executive  officer.  While  well-represented 
in  the  oil  and  gas  sectors.  U.S.  firms  have  a 
myriad  of  untapped  opportunities  available 
in  the  booming  manufacturing  sector. 

When  U.S.  investors  do  finally  arrive 
here  en  masse,  they  will  find  a  country  far 
different  from  several  years  ago.  when 
unwelcome  barriers  to  trade  and  investment 
made  Indonesia  a  difficult  market  to 
penetrate.  In  the  gleaming  new  office 


towers  throughout  the  capital,  officii 
are  busy  removing  red  tape  and  makj 
it  easier  for  foreign  investors  to  gain  acl 
to  one  of  Asia's  most  vibrant  economic 

OPENING  THE 
DOORS  TO 
INVESTMENT 

Investment  Minister  Sanyoto 
Sastrowardoyo  says  the  government! 
moves  to  help  foreign  investment  - 
which  include  dismantling  barriers 
at  the  provincial  level  and  simplifyii  I 
licensing  procedures  —  are  in  respoi 
to  concerns  about  not  enough  projecj 
being  realized  in  Indonesia. 

Also  this  year,  the  country  introducecl 
most  ambitious  liberalization  package  i 
It  wiped  away  import  tariffs  and  surchail 
on  thousands  of  items,  and,  to  the  surprj 
of  Western  observers,  introduced  a  finj 
schedule  for  lowering  tariffs  to  betwe<' 
zero  and  5%  by  the  year  2003.  There  is  rr| 
to  come,"  says  Hand. 

Indonesia's  deregulation  drive 
earned  plaudits  recently  from  the  Asian 
Development  Bank.  Its  moves  in  1994  to  I 
ease  divestiture  requirements  and  reductl 
tax  rates  have  "laid  the  basis  for  improvir| 
incentives  for  foreign  investment," 
according  to  the  Manila-based  bank. 
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like  a  Handful  of 
Polypropylene  Resin... 

To   Us   It   Looks 
■ke  the  Building   Blocks 

of  the  Future— 
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Plasties 


are  an  integral 
part  of  the  world's 
future.  And  in  South  East  Asia, 
PT  Tri  Polyta  Indonesia  is  the 
region's  leading  producer  of 
world-class  quality  polypropylene— 
the  building  hloeks  of  plastic. 
In  faet,  with  a  dominant  share  of 
its  domestic  market,  an  historic 
first-public  offering  on  NASDAQ 
in  1994,  and  advanced  IIMPOL 
technology  (incorporated  into  its 
principal  plant,  which  is  the 
largest  stand-alone  facility  of  its 
kind  in  the  world),  Tri  Polyta  is 
being  heralded  as  an  industry 
phenomenon—  forging  the  future 
of  plastics  one  block  at  a  time. 


TRI    PDLYTA   INDONESIA 
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Others  have  welcomed  the  government's 
moves  to  clean  up  the  business  environment. 
"There  has  been  progress  made  in  reining  in 
illicit  business,"  says  Clinton. 

In  the  first  six  months  of  this  year,  foreign 
investment  approvals  reached  US$20.3 
billion  —  an  increase  of  many  times  over  the 
previous  year.  Santoyo  predicts  this  may 
reach  a  record  US$23.72  billion  by  year-end. 

Indonesian  tycoon  and  Lippo  Group 
Chairman  Mochtar  Riady,  who  has  over  the 
years  invested  much  of  his  own  money  in 
the  country,  says  Indonesia  possesses  many 
advantages  over  competing  investment 
destinations  such  as  mainland  China: 
a  more  advanced  banking  system,  better 
management  skills,  no  foreign  exchange 
transactions,  a  supenor  judicial  structure 
and  a  more  transparent  political  system. 

These  factors  may  help  to  explain  why 
U.S.  trade  ties  with  Indonesia  are  strength- 
ening substantially.  The  country  is  the 
largest  purchaser  of  U.S.  products  in  the 
whole  ASEAN  region  and  the  fourth-largest 
importer  of  U.S.  goods  in  the  Asia-Pacific 
region.  In  1993,  the  U.S.  exported  US$2.8 
billion  of  products  to  Indonesia,  from 
aircraft  and  parts  to  cotton  and  heavy 
machinery.  Imports  totaled  US$5.5  billion, 
a  surge  of  20%  over  the  previous  year. 

Amchan's  Clinton  is  urging  U.S.  firms 
to  look  at  opportunities  arising  from 
Indonesia's  massive  infrastructure  devel- 
opment plans,  where  some  US$100  billion 
—  including  US$2.6  billion  on  new 
telephone  lines  alone  —  will  be  spent  on 
port  construction,  power  generation  and 
transportation  projects. 

Road  building  in  Indonesia  has  been 
such  a  preoccupation,  for  example,  that  the 
country  increased  its  road  network  by  more 
than  150%  between  1975  and  1993  — more 


than  any  country  in  Asia.  Millions  are  also 
being  spent  on  the  country's  tourism  infra- 
structure —  mainly  on  new  airports,  hotels 
and  resorts.  Getting  to  the  archipelago's 
sun-drenched  beaches  or  azure  waters 
has  never  been  easier,  says  Steven  Scott, 
general  manager  of  the  luxury  Aman  resorts 
chain  in  Indonesia. 

LIPPO: 

A   GIANT   AT   HOME 

AND   ABROAD 

The  private  sector  is  playing  an  active  role 
in  upgrading  the  country's  infrastructure. 
Riady  s  Lippo  Group  is  building  a  toll  road 
to  link  its  new,  500-hectare  lippo  Village 
to  the  nation's  capital.  A  resort  and  another 
residential  development  also  bear  the 
ubiquitous  Lippo  name  —  which  is 
well  known  in  a  variety  of  sectors, 
including  banking  and  finance, 
investment  banking,  travel  and 
property  development,  insurance, 
and  information  technology. 

But  it  is  Lippo  Village  that  has 
become  the  main  focus  of  Riady 
and  his  son,  James.  More  than  50,000 
people  will  live  in  the  development, 
and  Lippo  plans  to  make  it  the  site 
of  its  new  headquarters. 

Replete  with  modern  facilities 
and  meticulously  planned,  Lippo 
Village  could  give  some  first-time 
visitors  the  illusion  that  they  are  in  a 
modern,  North  American  suburb.  Already 
visible  amid  the  expanse  of  attractive 
homes  is  what  will  soon  be  one  of  Southeast 
Asia's  largest  shopping  centers.  There  is  a 
US$20  million  private  school  with  its  own 
equestrian  stables,  a  500-bed  hospital 
managed  by  a  Singaporean  firm,  a  204-room 
hotel  and  an  18-hole  golf  course  designed 
by  Desmond  Muirhead.  Wherever  possible, 
Lippo  has  also  installed  its  bank  branches 
to  serve  residents  and  workers. 

Riady  stated  that  with  the  Indonesian 
economy  at  the  "takeoff  stage  and  with 
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the  housing  market  growing,  urban  d 
opment  will  become  the  main  thrust 
property  business. 

Overseas  ventures  will  continue  to 
aggressively  pursued  out  of  Lippo's  HJ 
Kong  offices.  Recently,  the  group  sign 
power  deal  in  China's  booming  Fujian 
province  with  Bechtel  Corp.  and  an  ar 
the  Singaporean  government.  "We  wei 
first  Indonesian  group  to  go  internatio 
Riady  said  during  a  rare  interview  in  L 
Indonesian  headquarters.  Key  to  this  g 
success  at  home  and  abroad  was  expe: 
and  knowledge  of  Asia's  diverse  markf 

The  entire  Lippo  Group  is  capitalize 
about  US$2.5  billion.  Group  banking  a 
reportedly  total  US$3.2  billion  and  nor 
banking  assets  US$1.5  billion. 


Lippo  Group  Chairman  Mochtar  Riady 

The  secret  of  Lippo's  stunning  succes.1 
says  Riady,  is  keeping  ahead  of  everyboc 
else  by  anticipating  change  and  having  tl 
ability  to  move  very  quickly  when  busim 
opportunities  emerge. 

Another  important  strategy  is  having 
strong  partners  with  which  to  move  int 
challenging  markets.  "We  don't  like  to  mo' 
on  our  own.  We  like  to  involve  reputabl 
partners,"  says  Riady.  Lippo's  partners 
have  ranged  from  Bankers  Trust  Co.  an 
Stephens  Inc.  to  Banque  Nationale  de  Par 
and  Mitsubishi  Electric  Corp. 

PT  TRI  POLYTA: 
SUCCESS  FROM 
PLASTICS 

Another  Indonesian  company  riding  thj 
country's  economic  boom  is  the  specialize 
petrochemical  producer  PT  Tri  Polyta 
Indonesia.  As  consumers  snap  up  such 
household  products  as  plastic  chairs,  tabk 
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A  Global  Focus 
To  Meet  Global  Needs 
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%JX*  years  in  the  textile  business 
has  made  us  totally  integrated  and  self 
reliant.  We  manufacture  and  export 
chips,  yarn,  textiles,  garments  and  even 
textile  machinery  to  global  markets. 


As  the  world  becomes  more  competitive  and 
volatile,  we  continue  to  meet  the  challenges 
through  innovation,  designed  to  anticipate  and 
exploit  global  trends. 

We  continue  to  steer  towards  achieving  greater  self 
reliance  and  international  competitiveness.  Not 
only  for  Texmaco  -  but  also  for  Indonesia. 


TEXMACO 


POLYSINDO  EKA  PERKASA 

Mulia  Centre,  Suite  1008,  10th  Floor.  Jl.  H.R.  Rasuna  Said   Kav.  X-6  No.8  Jakarta  12940  -INDONESIA 
Phones  (62-021)  522-9390,  252-  2414.  Fax.:  (62-021)  522-9411,  Telex  :  62325  TEXMA  IA    P.O.  Box  4248/JKTM. 
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and  toys,  demand  for  its  main  product, 
polypropylene  resins,  continues  to  grow — 
about  17%  annually  since  1990. 

Based  in  the  industrial  heartland 
of  Indonesia  and  using  cutting-edge 
technology,  Tri  Polyta  has  quickly 
attained  the  status  of  the  country's 
leading  producer  of  polypropylene 
resins —  petrochemical  plastics  used 
in  the  manufacture  of  a  wide  range 
of  consumer  products. 

Before  Tri  Polyta's  arrival,  Indonesia 
imported  almost  all  of  its  polypropylene. 
Now,  more  than  half  of  the  country's 
demand  is  met  by  Tri  Polyta.  The  company, 
by  breaking  production  records,  has  been 
able  to  boost  its  market  share  from  46% 
to  55%.  It  is  little  wonder  then  that  Tri 
Polyta's  Trilene  brand  name  has  become 
synonymous  with  the  best  in  poly- 
propylene resins.  The  firm's  success 
has  translated  into  a  rise  in  net  profits 
of  more  than  230%  over  the  previous  year. 

Tri  Polyta  is  held  up  as  a  good  example 
of  an  Indonesian  firm  that  has  attracted 
keen  interest  from  U.S.  investors.  Last 
year,  it  became  the  first  local  company 
to  become  publicly  listed  in  the  LIS. 
Its  initial  public  offering  generated 
overwhelming  demand.  "We  were 
extremely  pleased  with  the  reception 
given  to  us  in  the  U.S.,"  says  Tri  Polyta's 
Chief  Financial  Officer  Peter  Yong. 

The  US$157  million  generated  by  the 
IPO  allowed  Tri  Polyta  to  retire  much  of 
its  long-term  debt  accrued  from  the  first 
two  production  trains  —  and  provided 
funds  for  a  third,  which  will  significantly 
help  boost  output. 

Yong  explains  the  company's  business 
strategy  this  way:  to  become  the  lowest- 
cost  Indonesian  producer  of  polypropylene 
resins  while  still  maintaining  international 


standards.  Future  plans  call  for  expanding 
into  overseas  markets.  But  home  is 
where  the  best  potential  lies.  "The 
market  is  growing  and  there  is  huge 
potential  here,"  says  Yong. 

PT  POLYSINDO  EKA 
PERKASA:FORGING 
TIES   WITH   THE    U.S. 

Another  Indonesian  firm  making  an 
impact  in  the  American  market  is  PT 
Polysindo  Eka  Perkasa  —  which  manufac- 
tures goods  for  such  major  U.S.  labels  as 
Levi's,  The  Gap,  Nike  and  Liz  Claiborne. 

"Some  of  the  top  brands  in  the  U.S. 
are  made  by  us,"  says  Polysindo's  Director 
M.  Manimaren,  who  adds  that  the  firm 
has  even  been  able  to  introduce  some 
of  its  own  fabrics  and  designs  into  the 
Liz  Claiborne  line. 

Fashion  labels  are  just  one  of  the  many 
product  lines  of  Polysindo  —  a  Jakarta- 
based  company  that  manufactures  a  whole 
range  of  products  for  the  garment  industry, 
including  fibers,  polyester  chips  and 
various  filament  yarns. 

After  30  years  of  growth,  Polysindo  ranks 
as  the  largest  textile  company  in  Indonesia 
in  terms  of  market  capitalization.  In  1994, 
net  profit  jiunped  22%  to  89.1  billion  mpiah 
on  sales  revenue  of  821.6  billion  rupiah 
(approximately  US$375  million). 

Through  a  variety  of  strategic  acquisi- 
tions, Polysindo  has  managed  to  transform 
itself  into  a  truly  integrated  textile  and 
chemical  manufacturing  group.  Its  products 
range  from  polyester  chips,  yarn  and 
textiles  to  garments,  textile-manufacturing 
machinery  and  automobile  parts. 

(  apital  raising  exercises  in  1993  and 
1994  that  attracted  strong  and  local  and 
foreign  interest  helped  Polysindo  expand 
its  product  base  and  manufacturing  opera- 
tions. Earlier,  through  the  purchase  of  PT 
Texmaco  Jaya,  the  group  was  able  to 
diversify  into  the  manufacture  of  a  wide 
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range  of  top-quality  textile  and  fa: 
fabrics.  Another  acquisition,  PT  Te: 
Perkasa  Engineering,  manufactui 
textile-processing  machinery  and  h 
allowed  the  company  to  expand  raf 
into  new  fields  and  techniques. 

Boasting  a  network  of  21  overs* 
marketing  offices,  Polysindo  is  one 
few  Indonesian  companies  that  can 
call  itself  global.  Productive  partner 
have  been  entered  into  with  two  ma, 
U.S.  firms,  and  the  links  have  excee< 
expectations,  say  Polysindo  executi 

Eastman  Chemical  Company  of 
Kingsport,  Tennessee,  is  providin 
technical  expertise  for  a  plant  to  ma 
facture  Purified  Terepthalic  Acid  (PT 
an  essential  raw  material  in  the  maki 
polyester  chips  and  fiber.  This  will  a 
Polysindo  to  lessen  its  dependence  < 
overseas  suppliers,  attain  more  conti 
over  quality  and  eventually  lower  cos 

And  a  joint  venture  with  Bridgep 
Machines  Inc.,  USA,  has  provided  I 
Texmaco  Perkasa  Engineering  with  tl 
ability  to  design  and  manufacture  a  w 
range  of  machine  tools. 

Enhanced  technological  capabilitie 
will  allow  expansion  into  the  product 
of  such  automotive  parts  as  transmiss 
parts,  brake  drums  and  machine  too 
The  move  will  allow  Polysindo  to  repl 
expensive  imported  machinery  —  suo 
chemical  vessels  —  with  its  own  prod 
"Some  big  firms  have  called  to  see  ot 
machines,"  says  Manimaren. 

Soaring  demand  for  Polysindo's  fabi 
has  made  it  difficult  to  keep  up.  But  sin 
much  of  the  growth  is  occurring  in  tl 
domestic  market,  Polysindo  is  well 
positioned  to  take  advantage  of  the 
buoyant  economy  in  its  home  base.  Tht  | 
firm  plans  to  strengthen  its  retailing 
operation  with  six  shops  in  Jakarta  aloi 
"We  will^place  a  large  emphasis  on  thi 
area,"  says  Manimaren. 

Polysindo  has  managed  to  develop  ir 
a  fully  integrated  textile  and  chemic; 
company  in  only  three  decades.  Its  acti' 
ities  cover  the  full  spectrum  of  the  indu 
—  from  the  production  of  raw  material 
to  the  marketing  and  selling  of  top-quali 
garments  to  consumers. 

"We  are  well-positioned  to  enhance 
our  position  as  one  of  the  largest,  full 
integrated  textile  and  chemical  company 
in  Indonesia,"  says  Marimutu  Sinivasa 
the  president/director  of  Polysindo. 

DESIGN:  LESLIE  SINGER  DESIGN,  NYC 
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Corporate  Mission  of  Lippo  Group 


Lippo  Cikarang,  East  Jakarta 


Entering  21st  Century 

^■^  echnological  advancements  and 
(  /  the  proliferation  of  social  changes 
C^  have  dramatically  promoted- 
cross-border  exchange  of  capital,  know- 
ledge and  information.  No  generation 
before  has  experienced  such  stimulating 
transformations.  The  exchange  of  invest- 
ment flow  between  countries  has  pro- 
pelled the  world  into  an  era  of  globalized 
economy. 

European  and  North  American  coun- 
tries are  vigorously  building  closer 
economic  and  political  integration.  Asia 
has  yet  to  develop  to  a  unified  stage.  It 
is,  however,  foreseeable  that  seven 
economic  circles  in  East  Asia  and 
Southeast  Asia  will  emerge.  China  and 
Indonesia  are  among  those  areas  that 
hold  the  greatest  growth  potential.  It  is 
predictable  that  the  21st  Century  will  be 
the  era  of  the  pacific  Rim. 

The  momentum  is  just  right  for  Lippo 
Group.  In  blending  our  talents  with  our 
favorable  geographical  placement  and 
knowledge,  we  are  able  to  respond  to  the 
challenges  of  the  next  century.  We  are 
committed  to  contribute  to  the  economic 
prosperity  of  the  Asia  Pacific  Region,  and 
to  continue  to  be  ahead  of  the  times  in 
every  aspect. 

Forging  Ahead  Into 
The  Future 

We  lead  the  way  in  the  following 

business  areas: 

Finance 

Commercial  Banking         Securities 

Investment  Banking  Leasing 

Insurance 

Urban  /  City  Development 

Real  Estate 

Infrastructure 

Electricity  Gas 

Highway  Telecommunication 

Tap  Water 

Construction  Material  Industries 

Cement  Glass 

Porcelain  Tile 

Services 

Retial  Education 

Entertainment  Hospital 


QBE)  LIPPOGROUP    "To  be  ahead  of  times  in  our  area 
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VIRTUAL    LAW    Tom 
Fielding,  Tom  Trezise  Ajyf  Judith  Neal  of  USF&G  and 
Fvans  {r),  CFO  of  the  lafafjrm  Bullivant,  House, 
can  all  access  the  insurance  giants  legal  caseload  through 
■$r-   a  Lotus  Notes-based  system. 
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Companies  are  gaining  an  edge  by 
unlocking  the  door  to  the  holy  of 
holies-the  corporate  database-and 
letting  their  very  best  customers  in. 

BY    ALICE    LAPLANTE 


Larry  Watkins  used  to  put  aside 
six  full  hours  from  his  work  week 
simply  to  deal  with  paperwork  associ- 
ated with  Federal  Express  shipments. 

Watkins  manages  a  15-person 
service  center  in  Dallas  for  Standard 
Aero,  a  Winnipeg,  Canada,  firm  that 
repairs  and  overhauls  turbine  engines. 
He  didn't  have  enough  personnel  to 
delegate  the  tedious  filling  out  of 
triplicate  forms,  filing  of  pink  airbill 
slips  and  checking  on  the  status  of 
en-route  packages. 

That  was  before  Federal  Express 
began  handing  out  free  copies  of  its 
FedEx  Ship  customer  interaction 
software.  Today,  Watkins  sits  down 
at  his  Windows  PC,  clicks  on  the 
FedEx  icon  and  chooses  the  "send 
package"  menu  option.  Then  he 
selects  a  customer  from  his  database. 

The  free  FedEx  service  automati- 
cally dials  up  the  FedEx  IBM  3090 
mainframe  in  Memphis  via  modem, 
schedules  the  pickup,  downloads  the 
confirmation  number,  prints  out  the 
airbill  and  enters  all  relevant  data 
into  Watkins's  shipping  log.  Worried 
about  a  delivery,  Watkins  can  click 
on  the  "track"  menu  option.  His  PC 
dials  back  into  the  Memphis  distribu- 
tion database,  and  tells  him  exactly 
where  a  particular  package  is  located 


within  FedEx's  massive  worldwide 
delivery  web. 

Federal  Express  is  just  one  of 
many  companies  that  knows  the  way 
to  customers'  hearts  is  through  trans- 
parent on-line  access  to  what  used  to 
be  the  holy  of  holies:  the  internal 
corporate  database. 

Cases  in  point: 

■  Ingersoll-Rand  extracts  data  from 
its  systems  around  the  world  and  puts 
the  keys  to  the  data  in  the  hands  of 
customers. 

■  Rosenbluth  International,  a  Phil- 
adelphia-based travel  services  giant, 
feeds  its  clients  a  rich  stream  of  data 
on  travel  patterns,  cost  trends  and 
strategic  advice. 

■  The  Washington  law  firm  of 
Wiley,  Rein  &  Fielding  has  installed 
a  Lotus  Notes-based  system  that  will 
let  client  USF&G  electronically 
review  and  comment  upon  all  legal 
work  under  contract. 

All  say  the  benefits  of  providing 
these  electronic  links  are  dramatic:  an 
immediate  jump  in  customer  satisfac- 
tion survey  ratings.  Customer  service 
reps  are  freed  up  to  do  more  impor- 
tant tasks  than  simply  answer  tele- 
phones and  pass  on  information. 

Most  significant,  such  links  are  a 
way  for  these  companies  to  distin- 
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NEARER  MY  GUIDE 
TO  THEE  Bob  Funk,  CIO  (I), 
and  Hal  Rosenbluth, 
president  of  Rosenbluth 

Travel,  let  clients  like  Robert 
F.  Zmie  of  Campbell  Soup  dial 
into  their  database  for  more 
cost-effective  travel  decisions. 


guish  themselves  from  competitors  in 
commodity  markets. 

Just  talk  to  Robert  F.  Zane,  group 
director  of  real  estate  operations  for 
Campbell  Soup,  in  Camden,  N.J., 
about  the  difference  this  can  make. 
Zane  says  his  division  spends  $17 
million  annually  on  domestic  air  trav- 
el alone.  Being  able  to  dial  into  the 
Rosenbluth  databases  and  get  access 
to  up-to-the-minute  travel  reports 
and  cost  analyses  is  why  he  just 
renewed  his  seven-year  Rosenbluth 
contract.  "The  information  stream 
sets  Rosenbluth  apart,"  he  says. 

As  IT  TURNS  OUT,  customer  interac- 
tion software  is  suddenly  on  every- 
one's mind.  Boston-based  research 
house  Aberdeen  Group  sees  the  CIS 
area — which  it  defines  as  any  applica- 
tion used  to  acquire  and  retain  a  cus- 
tomer— as  one  of  the  highest-growth 
niches  in  the  software  industry. 
Aberdeen  pegs  growth  at  150%  over 
the  next  four  years,  from  $1.1  billion 
in  1994  to  $2.75  billion  in  1998. 

The  fastest-growing  segment  of 
this  market  is  dominated  by  software 
vendors  such  as  Astea  International, 
AnswerSet,  Vantive  and  Brock  Con- 
trol Systems.  Each  provides  prebuilt 
CIS  apps  that  can  be  customized. 

Astea,  in  Chalfont,  Pa.,  recently 
added      a      CIS      module      to      its 


DISPATCH-]  software,  which  auto- 
mates parts  ordering,  inventory  and 
service-dispatch  functions  for  manu- 
facturers and  third-party  maintenance 
contractors.  Astea  customers  include 
DuPont,  AT&T  CIS,  Savin,  Memo- 
rex  Telex,  Wang  Laboratories,  John- 
son Controls  and  Allen-Bradley. 

Like  FedEx  Ship  software,  the 
"Customer  Access  Module"  of  the 
DISPATCH-1  software  runs  on  Win- 
dows, and  is  meant  to  be  given  out 
free  to  customers  of  the  company 
providing  the  service.  (In  other 
words,  Astea's  customers  give  it  to 
their    customers.)    Customers    like 


licensing  fees  and 
vides  the  modem. 

What  about  the 
of  being  too  "open" 
customers?    It's    th 
says      Anderson, 
example,    although 
customers  have  reque. 
the  ability  to  look  i 
his  databases  and  v 
historical      sales      : 
ordering     activity 
their       accounts, 
doesn't  think  that  wo 
be  a  good  idea.  "If  ti 
want  it,  we  can  get 
for  them.  But  we're 
going  to  let  them  ii 
our  production  databa 
Competitors  would  k 
to  see  that  informatio: 
There's  also  the  ft 
that  allowing  custom< 
this   type   of  access   might   be    t 
equivalent  of  airing  one's  dirty  lau 
dry  in  public.  Mistakes  and  inefficie  ., 
cies  would  become  public  knowledj! 
So  why  would  a  company  decide 
put  these  types  of  tools  in  the  han 
of  customers? 

"If  I  didn't  do  this,  there's  no  w; 
I  could  keep  my  customers,"  sa; 
Savin's  Anderson.  "My  competito 
are  providing  these  links.  All  tri 
manufacturers  are  doing  it.  This 
not  an  option." 

And  a  company  confident  about  i 
ability  to  deliver  high-quality  gooc 
and  services  can  only  lie  helped  b 
providing  such  powerful  evidence  c 
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Savin,  a  reseller  of  Ricoh  copiers,  use 

the  software  to  electronically  request      its  excellent  track  record 


parts  for  repairs,  to  check  on  avail- 
ability or  price  of  components,  to 
track  the  time  it  takes  for  a  repair- 
person to  arrive  and,  over  time,  to 
compile  statistics  on  the  performance 
and  cost-effectiveness  of  the  service 
being  provided. 

So  important  is  this  service  in  the 
highly  competitive  copier  market  that 
Paul  Anderson,  director  of  adminis- 
tration and  systems  for  Savin,  absorbs 
the  cost  of  providing  this  access  to 
attract  and  maintain  high-volume 
customers.  "I  have  about  64  cus- 
tomers right  now  where  it  definitely 
pays  off  to  establish  these  links,"  says 
Anderson.    He    pays    the    software 


Hugh  Ryan,  director  of  New  Ag 
Architectures  tor  Andersen  Consult 
ing  in  Chicago  (seriously,  folks),  call! 
this  "convergence  computing."  Com 
puter  technology,  he  says,  is  finalh 
melding  seamlessly  with  communica- 
tions— and  with  it,  the  interna 
knowledge  of  the  company. 


soll-t 
Sa 


CASE  STUDY 
INGERSOLL-RAND 

Ingersoll-Rand,  the  $5  billion  manu- 
facturing conglomerate,  faced  several 
issues  when  putting  a  CIS  system  in 
place  in  1993.  Ingersoll  had  no 
choice  about  creating  a  freer  flow  of 
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I  ita:  Communication  snarls  in  its 

ternational  distribution  organization 

eant  that  overseas  distributors 

,  dependent  businesses  located  on 

ery  continent — were  having  trouble 

acing  orders  and  receiving  ship 

ients  of  Ingersoll  air  compressors, 

lining  equipment  and  construction 

lachinery.  Because  international  sales 

xount  for  a  healthy  37%  of  Inger- 

)H's  revenues,  "we  had  to  make  a 

lange,  and  we  had  to  make  it  quick- 

,"  says  Alarcel   Berkhout,  manager 

f  global  business  systems  based  in 

iberty  Corner,  X.J. 

Prior  to  mid- 1993,  Ingersoll  had  a 
black  hole"  in  place 
f  a  viable  interna- 


1  -.'l 


■  \ 


ional     distribution 


vstem,  says  Berk- 
lout.  All  mterna- 
ional  distributors 
ad  to  place  orders 
or  Ingersoll  prod- 
tcts  via  a  separate 


; 

j  'trading  company "- 

' '  t  wholly  owned  but 
egally  separate  Inger- 
oll  entity  based  in 
Switzerland — which  in  turn  communi- 
:ated  those  orders  to  the  separate 
varehouses  of  the  various  Ingersoll 
nanufacturing  units  in  North  Caroli- 
la,  Pennsylvania  and  Tennessee. 
More  important,  the  Swiss  trading 
pompany  had  no  direct  access  to  any 
f  the  proprietary  computer  systems 
nstalled  at  these  sites.  And  of  course, 
one  of  these  disparate  systems 
'talked"  to  each  other. 

Carlos  Concha,  general  manager 
of  Sermatec,  a  distributor  of  Inger- 
soll-Rand  air  compressor  products  in 
Santiago,  Chile,  needed  to  fax  his 
orders  into  Ingersoll's  Swiss  compa- 
ny, which  in  turn  faxed  that  order  to 
the  individual  Ingersoll  plant.  "It 
would  take  up  to  two  weeks  just  to 

J  get  confirmation  that  I'd  placed  an 
order,"  recalls  Concha.  And  the  only 
way  he  could  check  on  the  status  of 
a  pending  order  was  to  fax  a  request 
to  Switzerland  and  wait  for  a  reply. 
Moreover,  if  Concha  needed  to 
change  an  order — if  one  of  his  cus- 
tomers decided  on  a  different  quanti- 
ty, for  example — he'd  have  to  send  a 
fax  and  hope  it  got  read  in  a  timely 


"Frankly,  I  was 
skeptical.  I  wasn't 

sure  most  law 
firms  would  be  will- 
ing to  open  up 
in  this  way,"  says 
Tom  Trezise  of 
USF&G. 


manner. 

With  the  help  of  an  outside  con- 
sulting firm,  Cambridge  Technology 
Partners,  Ingersoll  built  a  $1.5  mil- 
lion system  that  extracts  key  manu- 
facturing and  warehousing  data  from 
the  legacy  systems  located  around  the 
world — and  put  the  keys  to  that 
warehouse  directly  in  the  hands  of 
the  customers  themselves. 

Today,  Concha  or  any  other 
Ingersoll  international  distributor  can 
sit  down  at  a  PC  or  terminal  in  his 
or  her  office  and  connect  directly  to 
an  RS/6000  Unix  server  based  in 
Woodcliff  Lake,  N.J.  He  can  do  any- 
thing from  request 
product  pricing  to 
check  on  inventory 
availability,  place  an 
order  or  track  the  sta- 
tus of  one. 

"I  can't  tell  you 
how  much  this  has 
improved  our  ability 
to  communicate  with 
the  manufacturers," 
says  Concha.  He  says 
that  his  firm's  replace- 
ment parts  business  has  increased 
because  he  can  look  into  any  Ingersoll 
warehouse  around  the  world  and  see 
the  price  and  availability  of  needed 
parts — and  give  his  partners  immedi- 
ate answers. 

The  new  system  has  reduced  the 
average  time  it  takes  to  get  deliver}' 
of  products  to  just  three  days  and,  in 
many  cases,  to  a  24-hour  turnaround. 
Not  to  mention  that  Concha  now 
knows  the  status  of  a  particular  order 
or  delivery  with  the  touch  of  a  key. 

But  taking  this  route  has  resulted 
in  some  challenges  for  Ingersoll. 

Ingersoll  has  had  to  rethink  its 
international  inventory  and  pricing 
strategies:  Once  they  had  access  to 
Ingersoll  data  around  the  globe,  "dis- 
tributors realized  they  didn't  have  to 
bother  stocking  high-volume  items 
themselves — they  could  simply  check 
to  make  sure  we  had  enough  in 
stock,  and  let  us  bear  the  cost  of  car- 
rying that  inventory,"  says  Berkhout. 
Also,  while  in  the  past  Ingersoll  set 
prices  based  on  the  geographic  loca- 
tion of  a  distributor,  now,  because 
distributors  can  look  into  the  data- 


base and  see  how  prices  vary,  Inger- 
soll is  being  forced  to  "look  into 
changing  our  pricing  structure  to  one 
dependent  on  volume  rather  than 
geography,"  says  Berkhout. 

CASE  STUDY 
USF&G 

Tom  Trezise  is  determined  to  take 
the  mystery  out  of  the  relationships 
his  employer,  Baltimore-based 
USF&G  Corp.,  has  with  the  300-plus 
external  law  firms  it  provides  with 
contract  legal  work  each  year. 

As  vice  president  of  liability  claims 
for  USF&G,  Trezise  manages  a  net- 
work of  hundreds  of  legal  experts  and 
adjusters  who  must  keep  on  top  of 
disputed  claims  and  related  litigation 
for  the  $3.2  billion  insurance  giant. 

Today,  USF&G  is  in  the  process 
of  rolling  out  a  Lotus  Notes-based 
application  called  ELF  Legal  Serv- 
ices, from  ELF  Technologies  in  Seat- 
tle, which  puts  ongoing  casework  at 
the  fingertips  of  all  interested  par- 
ties— whether  they  are  within 
USF&G  or  an  external  law  firm. 

As  soon  as  a  deposition  is  taken, 
or  notes  of  a  telephone  call  typed 
up — or  even  an  hour  of  an  outside 
attorney's  time  billed — it  will  be 
available  for  on-line  review  by 
USF&G  employees  via  the  ELF  net- 
work of  databases,  electronic  mail  and 
workflow  technologies. 

However,  the  real  innovation  here 
is  not  technical,  but  cultural. 

"This  represents  a  radical  shift  in 
the  way  that  law  firms  have  tradition- 
ally interacted  with  clients,"  says  Don 
Murray,  who  spent  18  years  as  a  trial 
lawyer  for  the  West  Coast  law  firm 
of  Bullivant,  Houser,  Bailey,  Pender- 
grass  &  Hoffman  and  is  now  a  vice 
president  at  ELF.  It  was  Bullivant — 
an  early  ELF  member,  and  one  of 
USF&G's  major  legal  contractors — 
that  first  brought  ELF  to  Trezise's 
attention,  and  convinced  him  that 
electronic  links  would  streamline  liti- 
gation support.  It  worked  so  well  that 
Trezise  considered  asking  other 
USF&G  law  firms  to  set  up  similar 
on-line  connections. 

"Franldy,  I  was  skeptical.  I  wasn't 
sure  that  most  law  firms  would  be 
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An  AS/400'5  Advanced  Series  Solution 


Behind  Don  Cover's  success 

in  bringing  Central  Supply 

into  the  computer  age 


are  timeless  produc 
in  hot  demand 


I 


IM 


and  a  founder 

who  never  said  no 

to  progress. 


LJM 


He  also  found  a  computer  that 

could  run  the  whole  business 

without  adding  a  single  technician. 

It's  called  AS/400  Advanced  Series. 


Like  a  lot  of  family-owned  companies, 
tradition  runs  strong  at  Clarksburg, 
11  est  I  irginia's  Central  Supply. 

So  u  hen  the  idea  of  a  new  business 
computer  (dine  up  to  handle  the  build- 
ing supplier's  growing  sales,  accounting 
and  manufacturing,  a  bunch  of  other 
questions  popped  up.  too. 

Would  the  new  computer  be  easy  to 
use?  Would  it  be  affordable?  Would  it 
need  lots  of  people  to  run  it?  The 
answer  came  after  a  few  phone  calls 
to  other  local  businesses. 

Their  recommendation:  a  business 
computer  called  4S/400  Advanced  Series. 
It  could  run  the  entire  company. 
It  came  preloaded  with  the  software 
Central  Supply  needed.  And  it  was  so 
easy  to  operate,  no  extra  computer 
people  had  to  be  hired. 

If  that  sounds  like  the  kind  of 
computing  your  business  could  use.  call 
I  800IBM-3333,  ext.  BA136.  Or.  if  on 
the  Internet,  stop  by  our  Home  Page  at 
http://www.as  100.  ibm.com 


AS/400  are  rendered  trademariis  and  Solutions  tor  a  small  plane)  is  a  trademark  of  International 
l  Mactwes  Comoastn  The  I8M  Hone  Page  can  be  lound  4  mJt—**mv-~ 


Solutions  for  a  small  planet" 


willing  to  open  up  to  us  in  this  way," 
says  Trezise.  He  points  out  that  law- 
firms  tend  to  consider  their  internal 
work  highly  proprietary.  Thus,  a  tool 
that  makes  all  ongoing  activity  trans- 
parent to  both  parties  changes  the 
fundamental  nature  of  that  relation- 
ship. When  the  "information 
exchange"  transactions  that  used  to 
be  the  heart  of  the  relationship  have 
dropped  out,  "we  begin  to  focus  on 
what  to  do  with  the  information, 
rather  than  on  the  information  chase 
itself,"  says  Trezise. 

For  this  to  work,  ELF  Technolo- 
gies must  provide  a  complete  bundle 
of  services  rather  than  just  the  soft- 
ware itself.  The  law  firm  and  the 
client  each  have  Lotus  Notes  running 
on  ELF  servers — either  stand-alone 
or  networked  Intel  or  Pentium  PCs — 
at  their  individual  sites;  these  servers 
connect  to  whatever  accounting, 
billing  or  legal  databases  are  already 
in  place.  In  effect,  the  ELF"  software 
agents  extract  the  information  from 
the  legacy  databases,  manipulate  and 
massage  it  into  a  consistent  format, 
then  communicate  it  via  modem  to  a 
special  ELF  processing  facility  on 
Mercer  Island 
outside  Seattle. 
From  there,  the 
data  is  transmit- 
ted to  the  other 
partner  in  the 
relationship  and 
made  available 
via  a  fluid  web  of 
on-line  reports 
and  screen  formats  to  the  desktops  of 
interested  employees. 

The  cost  of  all  this  starts  at  $1,200 
for  a  stand-alone  "walk-up"  ELF 
installation  that  runs  on  a  standard 
Windows  PC — LAN  versions, 
depending  on  network  size,  go  high- 
er— plus  a  per-lawsuit-per-month 
processing  fee  that  can  range  from  50 
cents  to  $8,  depending  on  the  volume 
of  business  between  the  law  firm  and 
the  client. 

USF&C  has  targeted  175  law 
firms  for  the  first  round  of  ELF 
automation,  hoping  to  have  them 
fully  on-line  by  spring  1996.  The 
first  to  go  on-line  was  the  Washing- 
ton firm  of  Wiley,  Rein  &  Fielding, 
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At  the  heart  of 
Rosenbluth's  core  busi- 
ness strategy  is  customer 
interaction  software  that 
creates  a  two-way  river 

of  information. 


USF&G's  top  outside  legal  counsel. 

The  reaction?  Cautiously  enthusi- 
astic. "Obviously,  we  have  to  be  con- 
vinced that  we're  recruiting  and 
training  strong  lawyers  if  we're  going 
to  expose  them  like  this  to  clients," 
says  Tom  Brunner,  a  Wiley  partner 
and  head  of  Wiley's  insurance  prac- 
tice. "In  effect,  you're  inviting  people 
to  the  rehearsal,  not  just  the  show." 

But  an  enticing  side  benefit  is  that 
ELF  ultimately  will  provide  a  strong 
internal  management  tool.  "We  can 
know  instantaneously  what  any  of  our 
people  are  doing  at  any  given  time," 
says  Brunner. 

CASE  STUDY 
ROSENBLUTH  INTL. 

In  February,  when  Delta  .Air  Lines 
announced  it  was  placing  caps  on  the 
per-flight  commissions  paid  to  travel 
agents — and  x\merican,  United  and 
other  air  carriers  immediately  fol- 
lowed suit — most  agencies  issued  pro- 
nouncements of  doom. 

Lawsuits  were  filed  against  the 
offending  airlines,  and  many  smaller 
agencies  began  laving  off  employees, 
curtailing  serv- 
ices, even  making 
plans  to  shut 
down  entirely. 

Not  so  Rosen- 
bluth  Interna- 
tional. Instead, 
the  Philadelphia- 
based  travel  ser- 
vices giant — which 
derives  most  of  its  $2.5  billion  in  rev- 
enues from  fees  paid  by  clients  rather 
than  airline  commissions — called  a 
press  conference  to  announce  its 
intention  to  hire  additional  travel 
agents  to  accommodate  what  it  sees  as 
a  prime  business  opportunity. 

"We  know  that  there  will  be  thou- 
sands of  agencies  put  out  of  business 
as  a  result  of  these  commissions  caps. 
That  leaves  a  lot  of  travelers  with  no 
place  to  call  for  travel  services,"  says 
Ann  Malizia,  a  general  manager  at 
Rosenbluth  International.  "We're 
prepared.  We've  got  the  ability  to 
step  in  today  and  provide  those  ser- 
vices at  a  very  low  cost,  despite  the 
commissions  cap." 


Rosenbluth  has  created  a  techn 
ogy  infrastructure  that  has  allowec 
to  forge  ahead  with  a  business  stra 
gy  that  fits  the  changing  econom 
of  the  travel  industry.  Bob  Fui 
CIO  and  vice  president  at  Rose 
bluth,  says,  "The  investment  has  i 
been  trivial."  The  complex  web 
distributed  processing  hubs  a 
telecommunications  networks  spa 
the  globe,  and  absorbs  6%  of  Rose 
bluth's  annual  budget — a  numb 
increasing  at  8%  to  10%  annually. 

At  the  heart  of  Rosenbluth's  bu 
ness  strategy  is  customer  interact^ 
software  that  creates  a  two-way  riv 
of  information  between  Rosenblu 
and  its  clients. 

Take  Vision  Direct,  which  giv 
Rosenbluth  clients  the  ability 
peruse  on-line  data  of  their  trav 
itineraries  and  expenses  on  a  dail 
weekly  or  monthly  basis  from  remo 
PCs  in  formats  that  can  be  cui 
tomized  to  feed  into  their  own  inte 
nal  databases.  Or  Precision,  whic 
creates  corporate  travel  profiles  bast 
on  contracts  with  designated  airline 
hotels  and  car  rental  chains,  as  we 
as  compliance  with  corporate  polici< 
and  individual  employee  preference 
on  seating.  The  E-Res  system  allow 
businesses  to  use  internal  e-mail  t 
send  travel  requests  directly  t 
Rosenbluth  agents  via  modem  links. 

Finally,  Rosenbluth's  latest  CI 
venture,  Dacoda,  is  predicated  on  th 
fact  that  sometimes  the  most  cost 
effective  travel  management  decision 
may  seem  counterintuitive — at  leas 
without  careful  analysis. 

For  example,  it's  not  always  in  th> 
best  interest  of  the  client  to  simpl; 
search  for  the  lowest  available  fare 
The  reason:  most  corporations  havi 
negotiated  contracts  with  airlines  tha 
provide  substantial  discounts — bu 
only  if  certain  revenue  thresholds  an 
met.  A  "consultive"  software  tool 
Dacoda  takes  all  available  historical 
travel  data  for  a  particular  client  anc 
uses  linear  programming  algorithms 
to  come  up  with  specific  travel 
"rules,"  which  are  then  programmed 
into  the  client  profile  in  the  Dacoda 
system  and  automatically  consulted 
every  time  a  new  travel  request  is 
processed.  ■ 
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Thirty  years  of  dogged  determination, 
hard  work  and  mammoth  government 
c  spending  have  transformed  a  torpid 
n  trading  post  on  Arabia's  desert  coast  to 
a  bustling  business  center.  Dubai,  once 
1  simply  a  port  of  call  for  visiting  dhows 
il&  seeking  the  shelter  of  the  Dubai  Creek 
I  and  trading  with  its  pearl  merchants,  is 
'Ji  now  the  nerve  center  of  the  Middle  East. 
m      The  discovery  of  oil  in  the  1960s  set 
J  in  motion  the  development  wheels  of 
j.  the  emirate  -  the  second  largest  of 

seven  in  the  United  Arab  Emirates.  But 
•jj  Dubai's  reserves  did  not  match  those  of 
■j  other  states  in  the  region,  and  currently 
it  is  producing  only  about  330,000 
barrels  a  day.  So,  unlike  many  of  its 
neighbors  in  the  Gulf,  Dubai  has  shied 
away  from  economic  dependence  on 
this  precious  commodity. 

The  emirate's  rulers,  unwilling  to  be 
left  to  the  mercy  of  volatile  international 
energy  markets,  have  ensured  that  the 
economy  has  become  diversified. 
Hundreds  of  millions  of  dollars  have 
been  poured  into  infrastructure  develop- 
ment. The  twin  ports  of  Jebel  Ali  and 
Port  Rashid  and  its  international  airport 
are  state-of-the-art  and  constantly 
being  upgraded. 

The  banking  and  financial  services 
sector  is  sophisticated,  and  many  major 
international  players  -  the  most  recent 


arrival  being  Germany's  Deutsche  Bank 
-  are  represented  in  the  emirate. 

Manufacturing  has  been  given  special 
encouragement,  and  generous  govern- 
ment incentives  have  attracted  foreign 
companies,  particularly  to  the  free 
trade  zone  at  Jebel  Ali. 

But  trade  is  the  backbone  of  the 
economy.  Last  year  imports  from  more 
than  140  countries  topped  52.23 
billion  dirhams  ($14.23  billion),  while 
non-oil  exports  rose  to  3.27  billion 
dirhams  ($891  million).  Exports  may 
seem  pretty  meager,  but  re-exports 
make  up  for  them.  In  1994  these 
reached  10.69  billion  dirhams  ($2.91 
billion).  Proof  enough  that  Dubai  is,  as 
it  claims,  the  gateway  to  the  Middle 
East,  Indian  subcontinent  and  the 
central  Asian  republics  -  all  very 
important  re-export  markets  to  the 
bustling  emirate. 

Deputy  Chief  Executive  at  Dubai 
government's  Commerce  and  Tourism 
Promotion  Board  Patrick  Macdonald 
says  Dubai  is  the  major  entrepot  to  a 
region  with  annual  imports  in  excess 
of  $130  billion:  "Dubai,  having 
transcended  the  Middle  East,  is  now  a 
truly  international  center.  Companies 
that  used  to  cover  five  countries  from 
their  operations  here  are  now  covering 
30  or  40." 


Macdonald  says  that  this  has  all 
happened  in  the  last  five  years.  "Since 
the  end  of  the  Gulf  War,  more  than  500 
international  companies  have  set  up  in 
Dubai  -  that  certainly  is  voting  with 
your  money." 

As  if  the  authorities  had  not  done 
enough  to  put  the  emirate  safely  on  the 
road  to  economic  health  and  inter- 
national acclaim,  they  are  now  focusing 
their  efforts  on  improving  service 
standards  and  quality  management. 

The  Dubai  Quality  Award 

For  the  first  time  in  March  1995  the 
Dubai  Government's  Economic 
Department  held  the  Dubai  Quality 
Award  (DQA).  The  Award,  based  on 
the  U.S.  Malcolm  Baldrige  Award,  was 
slightly  adapted  to  meet  local 
conditions.  However,  its  organizers 
insist  that  the  criteria  used  are  just  as 
stringent  as  those  in  the  United  States. 

The  government's  quality  consultant, 
John  Hunter  says  that  while  the  award 
program  recognizes  those  companies 
that  have  adopted  a  world-class  quality 
management  system,  "it  is  intended 
more  as  a  tool  that  any  company  can 
use  to  improve  its  own  operations, 
services  and  profits." 

He  says  participation  in  the  award 
allows  a  company  to  undergo  a  formal 
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BMW  750iL  Sorrent  Blue  And  Porsche  9 1 1  Carrera  Cabriolet  Blue 


For  each  car,  tickets  are  priced  at  Dhs  500/ 
US  139  and  limited  to  1000  bonafide  travellers 
either  departing  from,  transiting  through,  or 
arriving  at  Duhai  International  Airport. 

The  draw  date  and  winning  numbers  will  be 
published,  and  each  participant  will  be 
advised. 

The  cars  will  be  shipped  to  the  winners' 
address  free  of  charge. 

The  finest  collection  at  the  world's  most  elegant  dutyfree. 


Fly-Buy-Dubai 
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For  further  information  please  call  Dubai  (9714)  206-2433  or  Fax  (9714)  244  455 


CONGRATULATIONS! 

DUBAI  DUTY  FREE  S  FINEST  SURPRISE  WINNERS 


4j 26th  Winner 

AHMED  M.  AHMED  EL  RAISE 

(Series  #  426  -  Ticket  #  0471) 
Palestinian  from  Dubai,  UAE. 
winner  of  a  silver  metallic 
Mercedes  Benz  SL  500 


427th  Winner 

ANTON  G.  KEGGE 

(Series  #  427  -  Ticket  #  0325) 
Dutch  from  Eindhoven, 
The  Netherlands,  winner  of  a 
kashmir  beige  BMW  850  Ci 


428th  Winner 

KHALID  ABDELRAHMAN 
ALJABER 

(Series  #  428  -  Ticket  #  0288) 
Jordanian  from  Sharjah,  UAE, 
winner  of  a  red  Porche  91 1 
Carrera-Cabriolet 


429th  Winner 
ANDRE  MOURO 

(Series  429th  Winner) 
American  from  Dammam, 
Saudi  Arabia,  winner  of  a  red 
BMW  850  Ci 


;ess  of  self-assessment.  Director 
leral  of  the  Dubai  Economic 
>artment,  Mohamed  Alabbar, 
curs:  "Winning  is  not  only  about 
iving  a  trophy,  it  is  also  about 
ticipating,  competing,  learning  and 
chmarking  with  the  world's  best 
thereafter  applying  the  knowledge 
Tied  to  improve  the  quality 
ipetitiveness  year  after  year." 
CTiile  most  of  its  neighbors  are 
occupied  with  privatization  and 
nomic  diversification,  Dubai  remains 
step  ahead,  promoting  quality 
urance,  customer  satisfaction  and 
itegic  quality  planning.  Four 
npanies  received  recognition  for  their 
)rts  to  improve  quality  management 
:he  March  DQA  ceremony. 
McDermott-ETPM  East  Inc.  -  a  joint 
lture  between  the  U.S.'s  J.  Ray 
:Dermott  and  France's  ETPM  -  won 
award  for  international  company  of 
year  in  the  industrial  category, 
siness  Development  Manager  Alan 
berts  says  the  support  and  involve- 
nt  of  all  employees  in  the  company's 
Continuous  Improvement  Process" 
abled  it  to  achieve  the  award. 
McDermott-ETPM  designs,  builds 
d  installs  offshore  platforms  and 
felines  used  in  oil  and  gas  exploration. 
)berts  says  the  Middle  East  is  not  the 
ly  market  the  company  services  from 
160-acre  Jebel  Ali  base.  "We're 
oviding  a  lot  of  platforms  to  West 
rica,  the  North  Sea  and  India  too, 
d  at  the  moment  we're  bidding  for 
bs  as  diverse  as  Australia  and  China." 
The  Gulf  provides  about  25%  of  the 
impany's  business.  "Ten  years  ago  it 
ould  have  been  half-Gulf,  half-India. 
ow  it  is  about  a  quarter-Gulf, 
aarter-India  and  the  balance  from  the 
st  of  the  world." 

The  nature  of  the  end-product  makes 
aality  a  prime  concern:  "The  ocean  is 
i  unforgiving  environment,  so  the  off- 
lore  platform  is  subject  structurally  to 


Iser  operated  cranes  at  Jebel  Ali  Port 


MEANS    QUALITY 


a  harder  lifestyle  than  a  conventional 
building.  We  have  to  make  sure  we  get 
it  done  right  the  first  time,"  Roberts  says. 

He  adds  that  the  days  of  doubting 
the  quality  of  goods  produced  in  the 
Middle  East  are  long  gone:  "We've 
gotten  rid  of  that  psychological  block 
against  having  things  made  in  the 
Middle  East.  Where  it  was  never 
considered  to  be  a  point  of  origin  for 
quality  manufactured  goods,  I  think  it 
is  now.  In  particular,  in  Dubai  the 
quality  of  operations  and  the 
infrastructure  are  fantastic." 

Indicative  of  the  high  standards  of 
products  made  in  the  region,  Roberts 
says  McDermott-ETPM  sources  much 
of  their  supplies  locally,  and  bought 
about  $44  million  worth  of  goods  from 
Dubai  vendors  in  1994:  "The 
environment  in  Dubai  supports  and 
encourages  quality  industry,  and 
operating  standards  are  very  high." 

Mashreqbank  received  the  award  for 
local  company  of  the  year  in  the  service 
sector.  But  its  Chief  Executive  Abdul- 
Aziz  Al  Ghurair  says  winning  is  no 
reason  for  the  bank  to  rest  on  its 
laurels:  "Past  success  is  no  guarantee  of 
future  success,"  he  says. 

For  the  1994  financial  year, 
Mashreqbank  was  the  top  performer  of 
all  UAE  banks,  reporting  profits  of 
300.8  million  dirhams  ($81.96 
million),  although  it  ranks  only  third  in 
terms  of  assets,  which  stood  at  12.3 
billion  dirhams  ($3.35  billion)  last  year. 

Dubai  Cable  Company  Ltd.  (Ducab) 
won  the  award  for  local  company  of 
the  year  in  the  industrial  sector.  A  joint 
venture  between  the  Dubai  government 
and  Britain's  BICC  Group,  Ducab  makes 
low-voltage  power  cables  used  mainly 
in  the  construction  industry  -  one  which 
is  booming  in  this  part  of  the  world. 

Sales  and  Marketing  General 
Manager  Neil  Chesworth  says  Ducab's 
position  in  Dubai  has  enabled  it  to 
market  and  sell  its  products 
successfully  throughout  the  Middle 
East  and  as  far  afield  as  the  Far  East. 
"Dubai  is  the  center  of  communications 
in  the  Middle  East,  and  you  can  move 
your  product  very  easily  from  here." 

Air  express  company  DHL  won  the 
international  company  of  the  year 
award  in  the  services  sector.  DHL  has 
been  in  Dubai  since  1977.  It  boasts 
Middle  East  market  share  of  more  than 
50%,  thanks  in  part  to  its  dedicated  air 
freighter  fleet  -  the  only  one  in  the 
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Quality  control  at  canning  factory  -  Jebel  Ali  Free  Trade  Zone 

region.  It  is  also  the  first  firm  of  its 
kind  to  develop  a  range  of  innovative 
products  catering  to  the  rapidly  growing 
need  for  heavyweight  express  services. 

DHL  UAE  General  Manager  Ken 
Pascoe  says  that  companies  attracted  to 
Dubai  by  its  position  as  a  regional 
gateway  are  often  frustrated  by  the  lack 
of  truly  time-definite  distribution  for 
heavyweight  goods. 

"Our  time-definite  distribution 
ensures  extra  reliability  and  the  fact 
that  this  service  is  door-to-door 
produces  extra  convenience  with 
reduced  paperwork,"  Pascoe  says. 

Indicative  of  its  commitment  to 
Dubai,  DHL  recently  announced  a 
$4  million  investment  in  a  new  38,000- 
square-foot  distribution  center  at 
Dubai  International  Airport. 

Juma  Al  Majid,  a  prominent  Dubai 
executive  and  chairman  of  the  Juma  Al 
Majid  Group  of  Companies,  won  the 
businessman  of  the  year  award  for  his 
contribution  to  upgrading  the  quality 
of  business  in  Dubai.  His  group  has 
interests  ranging  from  car  dealerships 
to  furniture  outlets. 

Manufacturing  Blossoms  in  the 
Arabian  Desert 

Surrounded  by  economies  dependent 
on  oil,  the  economy  of  Dubai  stands 
out  as  a  richly  diversified  one.  In  a 
country  lacking  few  other  natural 
resources,  it  may  be  surprising  to  see 
how  successful  the  manufacturing 
industry  has  become  in  the  past  decade. 
It  currently  contributes  about  10%  to 
gross  domestic  product. 

Industrial  development  in  the  barren 
desert  is  thanks  largely  to  the 
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Dubai's  new 
Chamber  of 
Commerce 
building  - 
opened  in 
1995 


government's  generous  support  and 
encouragement,  and  in  particular  to  the 
attractive  incentives  offered  in  the  Jebel 
Ali  Free  Zone. 

Since  its  establishment  in  1985,  the 
100-square-kilometer  Free  Zone,  which 
is  built  around  the  world's  largest  man- 
made  port,  has  managed  to  entice  more 
than  800  local  and  foreign  companies. 
There  are  currently  firms  from  72 
countries  involved  in  65  different 
activities  operating  in  the  zone. 

About  260  of  these  companies  are 


from  Arab  countries,  188  are  European, 
178  are  from  the  Indian  subcontinent, 
62  from  the  Far  East  and  47  from  the 
United  States.  The  balance  is  made  up 
of  companies  from  Africa,  Australia, 
the  Commonwealth  of  Independent 
States,  Canada  and  South  America. 

In  1994  total  investment  in  the  zone 
reached  nearly  six  billion  dirhams  ($1.6 
billion).  Recent  arrivals  include  Britain's 
P&O,  Germany's  Kenwood,  South 
Korea's  Daewoo  Electronics  and  the 
U.S.'s  Mobil  Corp. 

Among  the  many  incentives  offered 
companies  that  set  up  in  the  zone  are 
full  foreign  ownership,  exemption  from 
import  duties  -  which  are  4%  in  the 
rest  of  the  emirate  -  full  repatriation 
of  profits  and  capital  and  freedom 
from  corporate  taxation.  Labor 
recruitment  procedures  are  simple 
and  energy  is  cheap. 

"It's  a  one-stop  shop.  All  necessary 
facilities  are  in  place  and  the  port  is  one 
of  the  most  efficient  I've  had  to  deal 
with,"  says  the  general  manager  of  a 
zone-based  company. 


Sultan  bin  Sulayem,  Free  Zone 
chairman  and  managing  director, 
says  the  incentives  are  not  the  only 
pull  to  companies  wanting  to  set  up 
there:  "Besides  the  incentives  and 
strategic  location,  what  the  Jebel  Ali 
Free  Zone  gives  to  the  world  is 
something  unique.  It  gives  two  featu 
that  are  not  usually  found  together  - 
infrastructure  and  space." 

"That  is  how  we  have  become  a 
solution  to  major  companies  that  ne( 
top  infrastructure  as  well  as  plenty  o 
space  for  their  projects." 

He  says  the  Free  Zone  continues  tc 
try  to  attract  those  types  of  industrie: 
that  have  operated  successfully  in  the 
zone  in  the  past  ten  years.  These  are 
mainly  companies  involved  in  food  ai 
beverages,  petrochemicals,  electronic; 
and  building  materials. 

High-tech  industry  is  also  being 
targeted.  "We  feel  that  high  value-adc 
products  should  predominate  if  we  ar 
eventually  to  see  a  transfer  of  technolo 
and  dissemination  of  market  skills  to 
the  domestic  economy." 
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JASHANMAL 
NATIONAL 

Company  (UAE)  L.L.C. 

P  0  Box  1545.  Dubai.  UAE.  Tel  212579.  Fax  212651 

Perfumes  &  Cosmetics,  General  Merchandise,  Retailing,  Foods,  Pharmaceuticals,  Newspapers  &  Periodicals,  Courier  Services.  Licencee  for  Disney  Corners,  UAE. 
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McDermott-ETPM 

DUBAI  U.A.E.  TEL:  971-4-835200.  FAX:  971-4-835486 
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The  McDermot.-ETPM  Join,  Venture  provides  marine  construction  sen-ices  in  .he  Middle  East,  ike  Indian  Sub-Continent,  Africa,  Sou*  America,  Mediterranean,  the  Fa,  E 

tustralia,  New  Zealand  and  marine  pipe  laying  services  in  the  North 
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One  company  that  raves  about  its 
successes  since  it  moved  to  the  Free 
Zone  in  1990  is  Fitra  International, 
which  promotes  and  distributes  luxury 
goods  -  including  brands  such  as 
Christofle,  Chanel,  Ralph  Lauren, 
Waterman,  Victoria's  Secret,  Monet  and 
Van  Cleef  &  Arpels  -  to  14  countries  in 
the  region. 

"Jebel  Ali  is  a  fantastic  base  for 
development  and  for  services  in  need  of 
excellent  quality  -  be  it  telecom- 
munications, air  and  sea  transport  or 
even  lifestyle  enjoyed  by  employees  -  it's 
the  place  to  be,"  Managing  Director 
Patrick  Chalhoub  says.  He  adds: 
"Services  here  are  very  cheap  relative  to 
those  of  other  hubs  like  Hong  Kong, 
Singapore  and  Miami." 

As  an  importer  and  distributor, 
Chalhoub  recognizes  the  significance  of 
good  port  facilities,  which  he  says  are 
excellent  in  the  Free  Zone. 

The  volume  of  cargo  passing  through 
the  twin  harbors  of  Port  Rashid  and 
Jebel  Ali,  which  fall  under  the  auspices 
of  the  Dubai  Ports  Authority  (DPA), 
clearly  illustrate  the  emirate's  growth  in 
the  past  ten  years.  In  1994  the  DPA 
recorded  a  12%  increase  in  containers 
handled  to  1.88  million.  Total  tonnage 
handled  rose  6%  to  25  million  tons. 

Sulayem,  who  is  also  chairman  and 
managing  director  of  the  DPA,  says  the 
figures  confirm  Dubai's  position  as  the 
commercial  hub  of  the  region. 

He  says  Dubai  is  served  by  more 
than  100  shipping  lines:  "Most  major 
international  shipping  lines  call  at 
Dubai.  There  is  not  a  single  inter- 
national destination  that  cannot  be 
covered  by  Dubai.  From  Dubai,  we  can 
send  cargo  anywhere  in  the  world." 
With  this  sort  of  attitude,  it  is  not 
surprising  that  Sulayem  expects  to  see 
continuing  increases  in  the  number  of 
containers  handled. 


"We  at  DPA  believe  that  this  growth 
will  continue  so  long  as  we  are  able  to 
provide  the  necessary  infrastructure  and 
facilities  to  serve  it.  To  this  end  over  the 
past  three  years  DPA  has  made  a  large 
investment  in  new  equipment  and 
facilities,  and  we  are  committed  to  a 
major  investment  program  that  will 
extend  over  the  next  ten  years.  Through 
this  investment,  we  will  continue  to 
upgrade  our  facilities  and  improve  the 
quality  of  service  to  our  customers." 

At  mid-1995  the  DPA's  twin  ports 
together  had  102  deepwater  berths 
served  by  23  gantry  cranes. 

Excellent  port  facilities  in  Dubai  have 
encouraged  the  development  of 
industries  that  rely  on  the  import  and 
export  of  heavy  duty  cargoes  by  sea. 
The  government-owned  Dubai 
Aluminium  Co.  (Dubai)  falls  into  this 
category,  as  a  large  importer  of 
alumina,  petroleum  coke  and  coal  tar 
pitch  and  exporter  of  aluminum 
extrusion  billets,  foundry  alloy  and 
ingots. 

One  of  only  two  aluminum  smelters 
in  the  Gulf,  Dubai  is  the  most 
prominent  feature  on  Dubai's  industrial 
landscape,  producing  245,000  tons  of 
the  metal  annually.  Earlier  this  year  it 
announced  plans  to  increase  production 
capacity  by  early  1997  to  372,600  tons 
at  a  cost  of  $500  million. 

As  energy  is  the  single  largest  cost  in 
aluminum  production,  Dubai,  with  its 
abundant  supply  of  natural  gas 
associated  with  oil  production,  provides 
the  ideal  location  for  a  smelter. 

Apart  from  producing  aluminum, 
Dubai  also  plays  an  integral  role  in 
satisfying  the  thirst  of  the  emirate's 
more  than  600,000  people.  More  than 
30  million  gallons  of  sea  water  are 
desalinated  daily  in  the  plant's  cooling 
process. 

The  luxurious  Emirates  golf  course 


Dream  Destination  and  Shoppers 
Paradise 

The  arid  Arabian  desert  may  seem  an 
unlikely  spot  for  tourism  to  thrive.  Bu 
the  hard-headed  determination  of 
Dubai's  authorities  to  promote  the 
emirate's  growth  has  also  encompassec 
the  advancement  of  tourism.  The  resul 
-  an  oasis  of  lush  green  golf  courses, 
brilliant  white  beaches,  stylish  shoppin 
malls  and  fine  five-star  hotels. 

Tourists  also  fall  for  the  mystical 
allure  of  the  desert,  with  dune  driving 
and  wW/'-bashing  (a  wadi  is  a  dry  river 
bed)  in  four-wheel-drive  vehicles  a 
favorite  among  those  holiday  makers 
who  otherwise  rarely  escape  the 
confines  of  a  city.  Dhow  cruises  and 
desert  barbecues  in  a  typical  Bedouin 
tent,  complete  with  a  belly  dancer  for 
entertainment  and  camel  rides  for  the 
kids,  continue  to  attract  tourists. 

They  also  are  attracted  to  the  trad- 
itional, old-style  souks  -  huge  bazaars 
selling  everything  from  silks  and  spices 
to  stereos.  In  particular,  Dubai's  gold 
souk  is  famous  for  its  fabulous  window 
displays  of  mostly  Indian  and  Italian- 
style  22-  and  18-karat  gold  jewelry,  all 
at  relatively  low  prices. 

For  those  who  rate  sporting  holidays, 
Dubai  is  the  dream  destination.  Water 
sports  are  particularly  popular,  and  the 
emirate  now  hosts  the  annual  World 
Offshore  Championship  Powerboat 
Race.  It  is  also  home  to  the  Dubai 
Desert  Classic  -  ranked  as  one  of  the 
top- 10  events  in  the  Volvo  PGA 
European  Tour  -  the  Dubai  Rugby 
Sevens,  the  Dubai  ATP  Tennis  Open 
and  the  Dubai  Duty  Free  Snooker 
Tournament. 

Crucial  to  the  establishment  of  Dubai 
as  a  world-class  tourist  destination  is 
the  work  of  its  own  airline  -  Emirates. 
Founded  in  1985,  the  carrier  has  raced 
up  the  charts  of  the  world's  best  airlines 
to  win  accolades  time  and  again  for 
excellent  service.  In  its  short  lifetime  it 
has  already  earned  more  than  75  awards 
for  passenger  and  cargo  services. 

Although  it  is  government-owned, 
Emirates  vehemently  defends  its  inde- 
pendence, claiming  it  does  not  receive 
any  government  subsidy  or  protection. 
"We  have  a  rigorous,  extremely 
sensitive  ownership  that  expects  the 
business  to  be  profitable  and  gives 
absolutely  no  protection,"  Managing 
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Over  750  national  and  multi-national  businesses  have  opened  their 
eyes  to  the  benefits  of  the  Jebel  Ali  Free  Zone,  Dubai.  They've  gained  smooth, 
tax-free  access  to  a  massive  Middle  East  market.  They  enjoy  complete 
financial  freedom.  Plus,  through  our  policy  of  minimum  bureaucracy, 
they've  cut  through  red  tape  with  ease.  FdX  Dll&dl  (3714)  817777 
And  so  can  you.  This  is  your  alarm  call.  Now  it's  up  to  you  to  call  us. 
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Jebel  Ali  Free  Zone 

Authority 

Dubai 


Freedom  to  do  business 

Marketing  Department  09,  PO  Box  17000,  Dubai,  UAE   Tel.  9714  815000. 
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MEANS    QUALITY 


Water  taxis  at  dusk  on  Dubai  Creek 

Director  Maurice  Flanagan  says. 

Innovations  such  as  those  in  in-flight 
entertainment,  with  television  screens 
on  every  seat  across  all  classes,  are 
paying  off.  For  the  1993/4  financial 
year,  The  Emirates  Group  reported 
record  profit  of  $24.4  million,  at  a  time 
when  the  aviation  industry  worldwide 
was  just  getting  back  on  its  feet  after 
four  years  of  heavy  losses  stemming 
from  capacity  surpluses  and  low  yields. 

Emirates  is  one  of  the  fastest-growing 
airlines  in  the  world,  with  its  fleet  of  18 
aircraft  expanding  constantly.  Earlier 
this  year  it  took  delivery  of  two  leased 
Airbuses,  while  the  first  three  of  an 
order  for  seven  Boeing  777s  will  roll  off 
the  production  line  to  Emirates  in  1996. 
The  remaining  four  are  due  to  be 
delivered  in  1997,  and  Emirates  has  an 
option  for  seven  more. 

Flanagan  says  central  to  Emirates' 
success  is  that  it  has  the  highest  daily 
utilization,  at  12  to  13  hours  a  day,  of 
any  Airbus  operator  anywhere.  He  says 
precise  planning  and  high  maintenance 
standards  ensure  that  the  aircraft  can 
fly  for  such  long  periods. 

Dubai's  open  skies  policy  makes  the 
competition  even  more  intense:  "This 
exposes  us  to  total  competition  and  that 
imposes  quality  service.  The  airline 
doesn't  have  anything  to  fall  back  on 
except  its  own  ability  to  service  the 
market  well,"  he  says. 

The  growth  in  tourism  is  clearly 
reflected  in  the  number  of  hotels  in  the 
emirate.  There  are  1 91,  up  from  70  five 
years  ago  and  42  in  1983.  In  1994  1.24 
million  guests  stayed  in  these  hotels, 
representing  a  14%  increase  over  1993. 
The  number  of  American  hotel  visitors 
rose  5%  to  almost  44,000  last  year. 
These  figures  are  set  to  continue  on 
their  steep  upward  climb  as  major 


international  hotel  chains  scurry  to  cash 
in  on  more  of  the  action. 

The  emirate's  success  in  attracting 
tourists  can  largely  be  attributed  to  the 
tireless  work  of  the  Dubai  Commerce 
and  Tourism  Promotion  Board,  which 
has  offices  scattered  around  the  world 
and  regularly  participates  in  major 
international  travel  exhibitions. 

The  Promotion  Board's  Patrick 
Macdonald  acknowledges  that  the 
Board  has  played  an  important  role  in 
improving  world  awareness  of  Dubai. 
But  this  doesn't  mean  that  they  have 
done  enough.  "We're  actively  looking  at 
expanding  our  operation  in  North 
America  and  perhaps  also  one  in  east  or 
southern  Africa,"  he  says. 

The  Board  is  setting  up  representation 
in  Moscow  and  hoping  to  keep  up  the 
emirate's  attraction  to  tourists  from  the 
former  Soviet  Union,  who  flock  to 
Dubai  in  droves  to  shop. 

Part  of  Dubai's  efforts  to  attract 
tourists  has  included  providing  an 
efficient  airport,  which  handled  more 
than  six  million  passengers  last  year. 
Figures  look  likely  to  continue  their 
rapid  increase,  as  plans  to  double  the 
airport's  passenger  handling  capacity  and 
build  another  departures  terminal  at  a 
cost  of  around  $200  million  get  under 
way.  The  new  terminal  will  house  a  hotel 
for  transit  passengers,  a  business  center 
and  a  health  club,  among  other  amenities. 

There  are  also  plans  to  build  a  free 
trade  zone  at  the  airport  and  a  special 
terminal  to  handle  passengers  from  the 
Commonwealth  of  Independent  States 
and  those  performing  the  annual  Haj 
pilgrimage  to  Mecca. 

At  the  airport's  cargo  terminal  -  the 
Dubai  Cargo  Village  -  expansion  plans 
are  under  way  to  increase  handling 
capacity  by  100,000  ions  per  year  to 


350,000  tons.  A  second  cargo  agents' 
building  is  being  constructed  and  moi 
shelves  are  being  added  in  the  existin 
warehouse. 

Cargo  Village  Director  Sultan  bin 
Nasser  Al  Mansoury  says  the  facility  i 
famous  for  its  efficiency:  "We  have  thi 
fastest  clearance  in  the  world  -  only 
half  an  hour  including  Customs." 

The  airport's  success  is  not  confined 
to  moving  cargo  and  seeing  that 
passengers  make  it  through  immigratk 
and  passport  control  with  minimal 
inconvenience  and  disruption.  It  also 
provides  the  weary  traveler  with  plenty 
of  diversions. 

In  particular,  shopping  facilities  at  th 
airport  leave  little  to  be  desired.  The 
Dubai  Duty  Free  (DDF),  with  record 
turnover  of  520  million  dirhams  ($142 
million)  in  1994,  is  ranked  among  the 
finest  in  the  world  and  recently  was 
awarded  Courvoisier's  "Best  of  the 
Best"  title  in  airport  shopping.  Another 
award  recently  given  the  complex  is  the 
"world's  best  airport  duty  free 
shopping"  by  readers  of  Germany's 
Business  Traveler  magazine. 

DDF  General  Manager  Colm 
McLoughlin  says  the  awards  are  an 
important  recognition  of  the  complex's 
quality  service,  wide  product  range  and 
competitive  prices.  "They  certainly  do 
raise  our  ranking  in  the  world,"  he  notes, 

He  says  the  government-owned  duty 
free  forms  an  integral  part  of  the 
authorities'  drive  to  provide  Dubai 
residents  and  visitors  with  quality 
services.  "It's  part  of  the  overall  airport 
operation  and  marketing.  It  is  a  terrific 
example  of  something  owned  by  the 
government  that  is  allowed  to  function 
freely  and  commercially  in  the  whole 
superstructure  of  Dubai." 

Although  it  is  a  commercial 
operation,  McLoughlin  says  profit  has 
not  been  the  duty  free's  prime  goal.  "In 
fact,  in  our  12-year  existence,  profit  ha; 
been  quite  far  down  our  list  of 

Emirates  -  one  of  the  fastest-growing  airlines  in  the  world 
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COMPANIES 


FROM  OUR  STRATEGICALLY  LOCATED  BASE  IN  JEBEL  ALI  FREE  ZONE,  WE  PROVIDE: 

•  HIGHLY  EFFICIENT  INVENTORY  MANAGEMENT. 

•  SOPHISTICATED  WAREHOUSING  AND  EXTENSIVE  LOGISTICAL  SUPPORT. 

•  DYNAMIC  AND  EXPERIENCED  MARKETING  AND  SALES  PROFESSIONALS. 

•  ADVERTISING  AND  MERCHANDISING  SERVICES. 

•     A  REGIONAL  DISTRIBUTION  NETWORK. 

YOUR  KEY  TO  SUCCESS  IN  THE  MIDDLE  EAST 


FITRA   INTERNATIONAL    ltd 

P.O.  Box  16946,  Dubai,  United  Arab  Emirates,  Tel:  (9714)  816688  Fax:  (9714)  816675  Tlx:  49257  FITRA  EM 
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A  display  of  luxury  tars  for  the  world  famous  "Dubai  Duty  Free  Finest  Surprise"  car  promotion  where  1,000  raffle  tickets  per  car 
are  sold  at  USS  1 36  per  ticket 


priorities.  We  have  had  to  consider 
proper  service  to  passengers,  value  for 
money  and  so  forth." 

Jashanmal  National  Co.  is  an 
important  supplier  of  top  quality  goods, 
ranging  from  perfume  to  periodicals,  to 
the  Dubai  Duty  Free.  Chief  Executive 
Gangu  Batra  says  the  facility's  success 
lies  in  the  careful  government  planning 
that  went  into  its  establishment,  and  in 
the  ongoing  support  and  direction  of 
the  authorities  in  the  day-to-day 
running  of  the  facility. 


"The  Dubai  Duty  Free  is  also  one  of  the 
cheapest  in  the  world,  and  people 
actually  plan  their  trips  via  Dubai  so 
they  can  stop  off  and  pick  up  beautiful 
merchandise  cheaply  there,"  he  says. 

One  of  the  duty  free's  most  successful 
and  widely  spoken-about  promotional 
schemes  is  its  regular  "Finest  Surprise" 
raffles.  Top-of-the-line  luxury  cars  are 
on  raffle  continually  and  for  500 
dirhams  ($136)  passengers  passing 
through  the  airport  can  buy  a  ticket  - 
one  of  only  1,000  sold  per  car. 


The 

Economic 

Department 

Government 

of  Dubai 

Welcomes  You 

To  Participate 

In  Dubai's 

Success. 


The  Economic  Department, 

Government  of  Dubai  helps  private 
sector  organisations  to  progress  and 
prosper  from  the  booming  economy  of 
Dubai  and  supports  their  drive  to 
achieve  high  standards  of  quality  in 
order  to  compete  globally.  If  you 
would  like  to  participate  in  Dubai's 
success,  and  are  interested  in  getting 
more  information,  call  us  on  Tel: 
+971  4  2020443  Fax:  +971  4  225577. 
Or  write  to  us  on  P.O.  Box  13223, 
Dubai,   United  Arab  Emirates. 


GOVERNMENT  OF  DUBAI 
The  Economic  Department 

Dubai's    Drive    For    Quality 


McLoughlin  says  last  year  105  car 
were  raffled  off,  among  them 
automobiles  from  Bentley,  Merced 
Benz,  Porsche  and  Ferrari.  "We're 
single  biggest  purchaser  in  the  wor 
BMW  850s,"  he  says,  adding  that 
winning  the  prize  has  changed  som 
people's  lives  dramatically:  "They 
become  rupee  millionaires  overnigr 
there  are  some  nice  stories..." 

McLoughlin  expects  about  115  c 
to  be  drawn  this  year  as  the  promo 
popularity  grows  and  grows.  "It's  a 
marketing  pull.  In  surveys  we  condi 
it  always  comes  up  with  top  marks. 

The  duty  free  gives  tourists  a  tasfc 
what  is  in  store  for  them  in  the  rest 
the  emirate.  Flashy  new  shopping  rr 
with  marble  and  gilt  interiors  are 
popping  up  everywhere,  offering  the 
best  in  luxury  goods. 

Jebel  Ali-based  Fitra  says  the  marlj  iygN 
for  top  quality  goods  here  is  excellei 
Managing  Director  Patrick  ChalhouJ  f£f|( 
says  high  disposable  incomes  in  the  I 
region  provided  his  firm  with  the  fin  AJlllj 

step  to  success.  "But  people  confuse 

luxury  with  expensive  products.  The<  [hi  |v 
secret  is  to  educate  people  to  U  [, 

understand  what  quality  is  -  it's  valu,,^ ..„ 
for  money." 

Jashanmal,  which  has  various  sole 
distribution  rights  for  products 
including  Calvin  Klein,  Christian  Die 
Donna  Karan,  Cross  and  Hoover  hoi 
appliances,  has  witnessed  the  evolutic 
of  shopping  in  Dubai  since  it  opened 
retail  outlet  in  the  emirate  in  1956. 
Chief  Executive  Gangu  Batra  says 
shoppers  flock  to  Dubai  because  of  id 
competitive  prices  which,  although 
helpful,  doesn't  make  the  market  any 
easier  for  a  wholesaler  or  distributor  1 1 
work  in.  "There  is  no  protection.  It  is 
very  competitive  market,"  he  says. 

But  Jashanmal  needn't  complain.  Its 
sales  in  tne  past  nine  years  have  shot  i 
226%. 

Although  the  region  has  in  the  past 
been  plagued  by  fake  goods,  Fitra's 
Chalhoub  says  the  Dubai  government 
has  taken  decisive  steps  toward 
completely  eradicating  the  sale  of 
counterfeit  items.  "It  has  taken  a  firm 
stand  against  fakes  -  which  affect  all 
our  products  from  Lacoste  sportswear 
to  Lancome  mascara  and  Lanvin  suits. 


Written  by  Kate  Lister. 
Produced  by  Adil  Jilla,  MEIAC,  UK. 
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Jveryone  wants  their  home  page  on  the  World  Wide  Web,  the 
rendiest  rest  stop  on  the  information  highway.  How  does  your 
company  get  webbed?  And  is  it  worth  the  effort?  by  David  Strom 
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ft  Phe  Internet  is  everywhere  these 
lays.  Even  ads  for  underwear  include 
ddresses  on  the  World  Wide  Web, 
[he  most  popular  Internet  service.  But 

fl£  ire  there  real  business  reasons  for 

„  naking  use  of  the  Web? 

■  What   Is   the   Web? 

,  The  Web  is  part  highway  billboard, 
part  personal  ad  and  part  vanity  pub- 
lishing house.  It  is  made  up  of  a 
growing  number  of  on-line  servers 
one  count  puts  it  at  more  than 
25,000)  that  provide  all  kinds  of  infor- 
mation, from  weather  maps  to  sports 
statistics  to  corporate  literature. 

Web  servers   contain   both  text 

[t  and    nontext    items, 

I  including  sound  clips, 
graphics,  even  video. 
Most  other  Internet 
services  are  only  text. 
This  means  that  Web 
locations,  or  "pages," 
range  from  the  most 
mundane  of  lists  to  sophisticated  mul- 
timedia shows.  Web  sites  vary  from 
deeply  personal  to  highly  corporate, 
depending  on  the  content,  author  and 
effort. 


Each  Web  server  contains  infor- 
mation that  can  be  linked  to  others 
around  the  world,  or  just  within  a 
corporation.  If  these  links  are 
designed  correctly,  "all  of 
your  information  can  be 
indexed  and  retrieved, 
regardless  of  whether  the 
information  is  centralized 
or  distributed,"  says  Mary  Morris,  a 
Web  consultant  and  president  of 
Finesse  Liveware  in  Mountain  View, 
Calif.  Morris  wrote  one  of  the  better 
Web  how-to  books,  HTML  for  Fun 
and  Profit  (Prentice-Hall/SunSoft 
Press). 

With  all  the  hype,  it  is  easy  to 
oversell  the  Web's  pow- 
ers. "Web  servers  are 
plagued  with  the 
teenage  sex  syndrome: 
Everyone  is  interested 
in  it,  but  they  don't 
know  what  to  do,"  says 
Bryan  Bredehoeft,  a 
senior  marketing/information  systems 
consultant  for  Kraft  Foods  in  Glen- 
view,  111. 

The  Web  server  is  only  half  of  the 
equation,  however.  The  other  key 


part  is  the  Web  browser,  which  runs 
on  your  desktop  computer  and  allows 
you  to  look  at  what's  stored  on  any 
Web  server  to  which  you  connect. 
Warning:  Not  all  browsers  can 
view  graphical  content,  and 
some  Web  servers  don't  work 
with  certain  browsers.  But  these 
are  mostly  just  nuisances.  The 
most  popular  browser  is  Netscape 
Communications'  Navigator. 

The  Web  is  useful  as  a  cost-effec- 
tive way  to  spread  the  word  about 
your  corporate  activities,  both  inside 
and  outside  the  organization.  "The 
savings  in  paper  alone  is  phenome- 
nal," Morris  says.  Information  mother 
lodes,  like  government  agencies,  are 
ripe  for  Web  sites. 

But  there  are  other  reasons  for 
developing  a  Web  site:  "Our  cus- 
tomers use  their  sites  to  sell  more 
product,  support  customers,  entertain, 
create  interest  or  extend  their  reach," 
says  Andrew  Fry,  co-founder  of  Free 
Range  Media,  a  Seattle  Internet  pro- 
duction company  that  has  put  up 
more  than  30  Web  sites  for  clients 
such  as  Time  Warner,  Macmillan  and 
Zenith    Data    Systems.    Fry   is   the 
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author  of  How  to  Publish  on  the  Inter- 
net (Warner  Books). 

Buy   or   Lease? 

Your  first  decision  should  be  whether 
to  own  your  own  Web  server  or  rent 
time  on  someone  else's.  Just  as  the 
American  dream  is  to  own  your  own 
home,  in  cyberspace  many  people  ini- 
tially think  they  should  aspire  to  own 
their  own  Web  site.  But  renting  is  a 
viable  option,  especially  for  those  who 
don't  have  a  great  deal  of  experience 
with  Unix  or  other  advanced  net- 
working environments,  who  aren't  yet 
connected  to  the  Internet,  or  who 
haven't  developed  an  e-mail  culture. 

Many  Web 

providers  offer  design 
consulting  to  help 
make  your  home  page 
as  attractive  as  any  on 
the  Internet.  Books 
like  Netscape  &  HTML 
Explore}'  (Coriolis 
Group  Books)  also  offer  layout  tips. 

One  of  the  best  ways  to  learn 
about  creating  an  effective  home  page 
is  to  use  the  Web.  "I've  learned  a  lot 
just  by  finding  Web  pages  I  like  and 
examining  their  source  code,  then 
considering  what  it  is  about  the  over- 
all layout  that  I  find  pleasing,"  says 
Dennis  RunkJe,  an  IT  project  leader 
at  BP  America  in  Cleveland. 

Public   or   Private? 

Web  servers  can  be  either  private  or 
public,  internal  to  a  corporation's  net- 
work and  visible  only  to  its  employees 
or  attached  to  the  global  Internet  and 
available  to  anyone  who  lands  on  your 
piece  of  cyber-real  estate.  The  choice 
is  dictated  by  the  kinds  of  information 
you  want  to  make  available,  and 
whether  you  are  already  connected  to 
the  Internet.  Many  firms  start  out 
their  Web  efforts  with  internal 
servers,  and  then  decide  what  to  make 
available  to  the  public.  One  disadvan- 
tage to  running  an  internal  server  is 
that  you  have  to  support  it. 

"We  need  both  internal  and  exter- 
nal Web  servers.  There  are  some 
other  areas  of  documentation  such  as 
our  office  procedures  manual  that 
have  no  use  outside  our  organization," 
says  Howard  Gilbert,  a  senior  research 


programmer  at  Yale  University. 

Before  you  take  your  Web  server 
public,  set  aside  time  to  understand 
the  culture  of  the  Internet.  Morris 
recommends  calling  an  Internet 
"evangelist"  to  get  things  going.  "This 
is  a  knowledgeable  person  who  is  a 
frequent  contributor  on  various  news- 
groups and  becomes  an  established 
Net  personality  in  their  area  of  focus. 
They  build  an  image  for  themselves 
and  the  company,"  she  says. 

Experience    Required 

The  skills  and  resources  that  will  be 
required  to  maintain  a  Web  server 
depend  on  whether  you  buy  or  rent 
your  servers.  Main- 
taining a  Web  site 
involves  constant 
change:  adding  new 
content,  revising 
links  and  developing 
new  ways  to  search 
the  information  on 
your  server. 

Renting  has  some  obvious  advantages: 
"Anyone  with  word  processing  knowl- 
edge and  a  few  hours'  Internet  train- 
ing can  prepare  Web  pages,"  Brede- 
hoeft  says. 

If  you  decide  to  buy  a  server,  two 
separate  sets  of  skills  are  required. 
"The  challenge  is  to  distinguish  the 
maintenance  of  content  from  the 
maintenance  of  the  system  or  the 
server,"  says  Gilbert,  the  Yale  pro- 
grammer. "People  should  be  able  to 
mount  simple  documents  without 
much  more  skill  than  running 
Microsoft  Word.  For  anything  more 
than  simple  documents,  you  need  a 
real  Web  programmer." 

Maintaining  a  Web  server  isn't  all 
that  difficult,  provided  you  already 
have  a  staff  in  place  who  maintain 
other  network  resources  such  as  file 
and  print  servers  and  the  data  com- 
munications that  connect  them.  Once 
your  Web  server  is  up  and  running,  it 
can  usually  be  maintained  by  a  LAN 
administrator  trained  and  skilled  in 
both  Novell  and  Unix  environments. 
The  best  strategy  is  to  try  a  pilot 
project  that  requires  minimal  funding. 
"Getting  an  internal  Web  server  up 
and  running  was  very  straightforward. 
Our  first  one  was  done  on  a  shoestring, 


and  now  Web  servers  are  taking 
like  wildfire  around  the  company,"  s; 
Steve  Ruegnitz,  a  first  vice  president 
the  architecture  department  at  Lehm 
Brothers  in  Jersey  City,  N.J. 

Nuts   and    Bolts 

If  you  decide  to  buy,  what  hardwa 
and  software  are  required  for  a  W 
server?  The  real  issue  is  how 
choose  the  most  appropriate  serv 
hardware  and  software  for  your  W< 
site.  In  most  cases,  expedience  dicta 
ed  the  choice  of  hardware.  There  a; 
two  main  software  camps:  those  wr 
favor  Unix-based  systems,  and  tho; 
who  avoid  them. 

"The  choice  of  Windows  NT  as 
server  was  to  simplify  the  process  c 
document  maintenance  by  people  i 
the  organization,"  says  Yale's  Gilber 
"If  most  people  run  Windows  o 
their  desktop,  and  they  already  hav 
shared  directories  on  NT  machines  a 
departmental  servers,  then  it  is  simpl 
to  use  an  NT  Web  server." 

RunkJe  chose  a  Macintosh  systen; 
for  BP  America's  internal  server,  run 
ning  MacHTTP  from  Berkeley-basec 
Starnine  "due  to  ready  availability  ano 
ease  of  implementation."  Others  sug 
gest  Linux,  a  low-cost  version  of  Unb 
that  runs  on  Intel-based  computers,  aa 
a  perfect  Web  server. 

The    Price   Tag 

Most  of  our  experts  used  existin 
equipment   to   keep   costs   low.   "It 
doesn't    really    cost    much    if   you 
already  have  an  Internet  connection 
for  other  purposes,"  says  Gilbert. 

The  real  financial  bite  comes  when 
you've  done  such  a  good  job  creating 
your  Web  site  that  it  becomes  enor- 
mously popular.  Soon  you'll  need  to 
add  bandwklth  to  move  information 
out  of  your  server  and  over  the  Inter- 
net. The  more  popular  sites  require 
faster  connections  to  the  Internet, 
and,  of  course,  the  cost  of  adding  the 
extra  speed  can  take  a  bite  out  of 
your  wallet. 

David  Straw  is  a  frequent  contributor  to 
Forbes  ASAP  who  runs  his  own  consult- 
ing jinn  in  Port  Washington,  N.  Y.  He 
can  be  reached  on  the  Internet  at 
david@strom.co?n.  ■ 
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ARE  YOU  open  TO  SOME  REALLY 
NARROW-MINDED  THINKING? 


Go  ahead  and  be  intolerant.  The  next 
time  someone  brings  you  the  same  old 
mass  media  solution  to  your  niche  market- 
ing problem,  close  your  mind.  Shut  the 
door.  There  are  just  too  many  good  new 
alternatives  available,  and  if  the  people 
you're  relying  on  for  advice  don't  get  it... 
well,  they  just  don't  get  it. 

You  see,  good  creative  and  strategic 
thinking  isn't  coming  from  the  same 
places  it  used  to.  It's  not  coming  from 
those  who  have  served  the  mass-producing 
captains  of  the  industrial  revolution,  but 
from  a  new  breed  born  of  the  entrepre- 
neurial explosion  of  the  1980s.  They're 
technology  zealots  who  instead  of  beat- 
ing a  path  to  Madison  Avenue  are  racing 
their  way  to  The  Information  Highway. 

Big  bureaucratic  ad  agencies  are  orga- 
nized around  messages  to  the  masses. 
They're  not  flexible  enough  to  deliver 
customized  communications  to  niches. 
And  even  the  hot  creative  shops  who  in 
the  past  have  given  us  some  entertaining 
mass  media  moments  won't  rule  in  the 
niches-within-niches  world.  As  markets 
and  interests  become  more  highly  spe- 
cialized, the  customer  on  the  other  end 
demands  both  style  and  substance. 


When  the  niches  narrow,  the  content 
must  run  deep.  Mass  media  appeals  to  a 
low  common  denominator.  That's  why  it's 
characterized  by  the  trick,  the  tease  and 
the  fashion  statement.  But  when  the  mes- 
sage requires  depth,  or  the  issue  of  intan- 
gible value  an  explanation,  it  requires  a 
different  set  of  creative  skills.  Skills  of 
increasing  importance  to  you  as  media 
becomes  interactive  and  customers  choose 
to  consider  your  messages  on-demand. 

And  this  new  breed  of  talent  moves 
at  the  speed  of  light.  No  respect  for 
bureaucracy;  no  patience  for  delay. 
They're  equipped  with  fast-moving 
technology  and  a  mindset  for  using  those 
tools  to  make  things  happen  rapidly. 

We're  part  of  that  new  vanguard.  For 
fifteen  years  we've  been  making  big  things 
happen  in  the  small  places  our  clients  call 
their  niche  markets.  And  if  you're  ready 
to  make  things  happen  in  your  niches, 
maybe  it's  time  you  opened  your  mind  by 
narrowing  your  thinking.  Take  a  new 
approach. 

Voice  513.671.3811,  Fax  513.671.8163 
Internet  segal@hsr.com 
http://www.pol.com/hsr.html 


Hensley-Segal-Rentschler 

MARKETING        COMMUNICATIONS 

Niche  Mastery     ~     Persuasive  Content     ~     Speed    ~     Shrewd  Advice 

Advertising  Age's  Business  Marketing  Agency  of  the  Year 


Aii  Idea  Without  Mass  Production  Just  Won't  Float. 


At  Advanced  Micro  Devices,  we  champion  ideas  that  make  a  difference 


to  our  customers.  Ideas  we  will  have  plenty  of  capacity  to  produce  within 


our    worldwide    manufacturing    facilities.    This    year,    AMD    is    adding 


enormous   capacity   with  two   billion-dollar   mega-fabs,  one  producing  a 


new  generation  of   Microsoft   Windows'    compatible  microprocessors,  the 


other  producing  flash  memory  devices.  To  our  customers  in  the  personal 


computer  and  communications  industries,  that  means  clear  sailing  into 


the  future.  Backed  by  a  clear  vision  of  where  we're  headed  together: 


If  it's  a  good  idea.  If  it  makes  a  difference.  Run  with  it. 


AMDS 

Run  witii   it. 


1-800-222-9323   Internet:  kttp://www.amd.com 
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George  Gilder 

THE  COMING 

SOFTWARE 

SHIFT 


I'l  was  trying  to  conceive  of  how  one  could  approach  it  in 
li  way  that  would  be  fundamental. ..like  being  at  the  center 
bf  a  sphere,  where  there  were  opportunities — and  prob- 
lems, of  course! — in  all  directions." 

I— Patrick  Haggerty  of  Texas  Instruments,  explaining  his  decision  to 
\icense  the  transistor  from  Bell  Laboratories  in  1952. 

RVhat  will  it  take  to  launch  a  new  Bill  Gates — an 
l\rchimedean  man  who  sharply  shifts  the  center  of  the 
fephere,  alters  the  axes  of  technology  and  economy,  and 
)uilds  a  new  business  em- 
sire  on  new  foundations? 
Who  can  inherit  the  im- 
jerial  throne  in  the  mi- 
:rocosm  and  telecosm 
:urrently  held   by  the 
tedmond  Rockefeller? 

I  will  open  the  enve- 
lope in  a  minute.  But  first 
li  want  to  tell  you  about  a 
Inew  software  program 
[called  Netscape  Naviga- 
Itor  Personal  Edition.  I 
[brought  it  back  from  Sil- 
icon Valley  in  late  June 
and  put  the  package  next 
to  my  PC.  The  PC  was 
proudly  running  a  beta 
version  of  Windows  95. 1 
had  presented  Windows 
95  with  great  fanfare  to 
my  11 -year-old  son 
Richard  as  his  route  to 
the  most  thrilling  new 
frontiers  of  the  computer 
world.  Multitasking,  32- 
bit  operation,  flat  mem- 
ory! Object  linking  and 
embedding!  "Informa- 
tion at  your  fingertips!" 
But,  all  in  all,  he  pre- 
ferred his  Mac  Quadra 
840AV  or  even  Win- 
dows 3.1.  They  don't  crash  so  often,  he  explained. 

I  live  out  in  the  boondocks  of  western  Massachusetts 
where  there  are  no  convenient  full-service  connections  to 
the  Internet.  So  I  was  much  less  excited  about  Netscape 
than  I  was  about  Windows  95. 1  hoped  Windows  95  would 
put  me  on  line  through  the  Microsoft  Network  system. 
Some  10  minutes  later,  though,  Richard  wanted  to  know 
my  credit  card  number  so  I  could  choose  an  Internet  ser- 
vice provider.  A  couple  of  minutes  after  that,  linked 
through  internetMCI's  800  number,  Richard  was  on  the 
World  Wide  Web,  Using  the  InfoSeek  service  to  examine 
my  chapters  from  Telecosm  on  line,  searching  the  secrets  of 
Sim  City  2000  at  Maxis,  exchanging  messages  with  Mi- 
crosoft Flight  Simulator  buffs,  and  exploring  Disney.  As 


far  as  I  know,  he  is  still  there. 

The  next  thing  I  knew,  my  brother  Walter  came  by.  He 
worked  for  a  computer  company,  New  World  Technolo- 
gies in  Ashland,  Mass.,  that  builds  customized  Pentium 
machines  and  delivers  them  to  value-added  resellers  with- 
in 48  hours.  Walter  wanted  the  Netscape  program.  He 
took  it  back  to  my  parents'  farm  down  the  road  and  boot- 
ed it  up  on  a  four-megabyte  386SX  Dynatech  previously 
used  to  map  the  pedigrees  of  a  flock  of  Romney  sheep. 
Soon  he  was  on  the  Web  scouting  out  the  competition 

from  Dell  and  Micron  and 
showing  off  the  Gilder  Web 
page.  This  intrigued  my  77- 
year-old  mother,  who  had 
scarcely  even  noticed  a  com- 
puter before.  I  don't  know 
how  it  happened,  but  before 
the  night  was  out,  she  too  was 
on  the  Web,  exploring  cata- 
logs of  British  colleges  for 
her  namesake  granddaughter 
who  was  soon  to  leave  for 
London. 

Now  let  me  tell  you  about 
my  introduction  to  Java,  a 
new  programming  language 
that    menaces    Microsoft's 


CEO  Jim  Barksdale  (I)  and  Chairman  Jim  Clark 
(r)  know  the  business  ropes.  Marc  Andreessen's  job 
is  to  keep  Netscape  ahead  of  the  Web  browser  pack. 

TELECOSM 


software  supremacy.  I  en- 
countered Java  in  early  June 
at  a  Sun  Microsystems  con- 
ference at  the  Westin  St. 
Francis  Hotel  in  downtown 
San  Francisco.  For  a  speech  I 
was  to  give,  I  had  planned  to 
use  a  multimedia  presenta- 
tion, complete  with  Macro- 
Mind  Director  images  and 
QuickTime  video  that  I  had 
contrived  with  an  expensive 
professional  some  months 
earlier.  The  complexities  of 
Director  prompted  me  to 
convert  the  program  to  As- 
tound. However,  it  required  an  external  disk  drive  and  ran 
erratically  with  the  eight  megabytes  of  RAM  on  my  Power- 
Book.  I  decided  to  speak  nakedly  from  notes  on  the  com- 
ing technologies  of  sand  and  glass  and  air. 

Following  me  immediately  to  the  stage  was  Sun's  ami- 
able chief  scientist,  John  Gage.  He  decided  to  illustrate  his 
speech  entirely  from  the  World  Wide  Web.  He  began 
with  a  handsome  page,  contrived  minutes  before,  giving  an 
account  of  my  speech,  headlined:  "Gilder  Addresses  Sun, 
Tells  of  Technologies  of  Opaque  Silicon  and  Transparent 
Silicon."  Then  he  moved  to  the  Gilder  Telecosm  archives 
run  by  Gordon  Jacobson  of  Portman  Communications  at  a 
Web  site  of  the  University  of  Pennsylvania's  engineering 
school.  Gage  illustrated  his  talk  with  real-time  reports  on 
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traffic  conditions  in  San  Diego  (where  I  was  about  to  go), 
weather  conditions  in  Florida  as  a  hurricane  loomed,  and 
developments  on  Wall  Street  as  IBM  bid  for  Lotus.  He 
showed  the  Nasdaq  ticker  running  across  the  screen.  He 
showed  animations  of  relevant  charts,  cute  little  Java  gym- 
nasts cartwheeling  across  the  screen,  three-dimensional  in- 
teractive molecular  models  and  an  overflowing  coffee  cup, 
entitled  "Hotjava." 

None  of  his  information  and  images  used  a  desktop 
presentation  program,  whether  from  MacroMind  or  from 
Microsoft.  None  of  them  used  a  database  engine,  whether 
SQL  or  Oracular.  Indeed,  except  for  the  Gilder  speech  re- 
port, none  were  created  beforehand.  Incurring  no  memory 
or  disk  drive  problems,  Gage  sum- 
moned all  the  illustrations  to  his 
PowerBook  directly  from  the  In- 
ternet. The  animations  employed 
a  new  computer  language,  Java, 
written  for  the  Web  by  the  vener- 
able Sun  programmer  James 
Gosling.  Java  allows  transmission 
of  executable  programs  to  any 
computer  connected  to  the  Net  to 
be  interpreted  and  played  safely 
and  securely  in  real  time. 


Clifford  Stoll  calls  it  "Silicon 
snake  oil."  But  I  call  it  a  funda- 
mental break  in  the  history  of 
technology.  It  is  the  software  com- 
plement of  the  hollowing  out  of 
the  computer  described  in  Forbes 
ASAP  ("The  Bandwidth  Tidal 
Wave,"  December  5,  1994).  Al- 
most overnight,  the  CPU  and  its 
software  have  become  peripheral; 
the  network,  central.  I  had  spent 
weeks  working  on  a  presentation 

on  my  desktop  computer,  using  an  array  of  presentation 
software.  But  Gage  improvised  a  more  impressive  and  ani- 
mated presentation  without  using  any  desktop  presenta- 
tion programs  at  all.  The  World  Wide  Web  and  the  Java 
language  were  enough.  Restricted  to  the  files  of  my  com- 
puter, I  struggled  with  storage  problems  and  incompatible 
research  formats,  while  he  used  the  storage  capacity  and 
information  resources  of  more  than  five  million  host  com- 
puters on  the  Net. 

Similarly  for  my  family,  the  limitations  of  my  parents' 
barnyard  four-megabyte  386SX  didn't  matter.  The  operat- 
ing system  also  didn't  matter.  What  was  crucial  was  the 
network  gear  and  software.  My  brother  Walter  had  in- 
stalled a  modem  that  linked  to  the  Web  at  an  average  of 
24.6  kilobits  per  second.  With  the  Netscape  Navigator, 
that  was  enough.  Actually  14.4  would  have  been  enough. 
Enough  to  launch  a  new  Bill  Gates. 

Admit  it,  the  legacy  version,  once  so  luminous,  is  be- 
ginning to  lose  its  shine.  You  thrill  no  longer  at  his  vapor- 
ware $50  million  house,  fenestrated  with  $40  billion  Win- 


Microsoft's  Bill 
Gates  has  moved 
from  triumph  to 

triumph  by 

shrewdly  traveling 
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dows,  offering  misty  views  of  Daytona,  Memphis,  Cairo, 
and  other  far-off  places  you  no  longer  really  care  to  go. 
even  if — OLE — they  are  swimming  with  GML  3D  screen- 
savers  from  London's  National  Gallery  endlessly  hurdling 
the  640K  barrier  as  if  it  were  flat  as  a  Mac. 

At  the  most  essential  level,  Bill  Joy  of  Sun  illuminated 
Gates's  dilemma  at  Esther  Dyson's  PC  Forum  conference 
in  1 990.  Known  as  one  of  the  great  minds  in  software,  yet 
losing  share  inexorably  to  Microsoft,  Joy  seemed  to  be 
moving  into  the  role  of  conference  crank.  Year  after  year, 
he  lamented  the  prolix  inelegance  of  the  triumphant  waves 
of  Microsoft  programs  sweeping  through  the  industry:  "As 
we  add  more  and  more  of  these  features  to  older  systems," 
he  said,  "the  complexity  gets  mul- 
tiplicative. I  have  10  different 
packages  that  interact  in  10-to- 
the-lOth  different  ways.  I  get  all 
sorts  of  surprises,  and  yet  because 
these  things  don't  play  together 
well  the  power  is  only  additive.  1 1 
get  this  feature  and  that  feature 
but  the  combinations  don't  work. 
What  I'd  really  like  to  see  is  a  sys- 
tem where  the  complexity  goes  up 
in  a  linear  way  but  the  power  goes 
up  exponentially." 

In  software,  complexity  has 
long  been  rising  exponentially, 
while  power  has  been  rising  addi- 
tively.  In  response,  Niklaus 
Wirth,  the  inventor  of  Pascal  and 
other  programming  languages, 
has  propounded  two  new  Parkin- 
son's Laws  for  software:  "Soft- 
ware expands  to  fill  the  available 
memory,"  and  "Software  is  get- 
ting slower  more  rapidly  than 
hardware  gets  faster."  Indeed, 
newer  programs  seem  to  run  more  slowly  on  most  systems 
than  their  previous  releases.  Compare  Word  6.0  for  the 
Mac,  for  example,  with  Word  5.0,  or  WordPerfect  6.0  for 
Windows  with  WordPerfect  for  DOS. 

But  none  of  this  matters.  Gates  has  moved  from  tri- 
umph to  triumph  by  shrewdly  exploiting  the  advances  of 
microcosmic  hardware.  With  Moore's  Law  and  the  Law  of 
the  Microcosm,  the  number  of4 transistors  on  a  chip  dou- 
bles every  18  months,  and  cost/performance  rises  as  the 
square  of  the  number  of  transistors.  The  complexity  sinks 
into  the  microcosm  and  power  rises  exponentially  on  the 
chip  to  absorb  all  the  complexity  grenades  rolling  down 
from  Redmond. 

Gates  travels  in  the  slipstream  behind  Moore's  Law, 
following  a  key  rule  of  the  microcosm:  Waste  transistors. 
As  Nicholas  Negroponte  puts  it,  "Every  time  Andy  [Grove] 
makes  a  faster  chip,  Bill  uses  all  of  it."  Wasting  transistors 
is  the  law  of  thrift  in  the  microcosm,  and  Gates  has  been 
its  most  brilliant  and  resourceful  exponent. 

Meanwhile,  in  the  face  of  Gates's  ascendancy,  Bill  Joy 
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•  seemed  to  grow  curls  and  shed  influence,  as  Sun  played 
(  rope-a-dope  with  Hewlett-Packard  and  other  workstation 
rivals.  In  1990,  he  retreated  to  a  sylvan  aerie  in  Aspen, 
I  Colo.,  to  pursue  "advanced  research"  for  Sun.  But  his  talk 
of  small  programs  and  handheld  consumer  appliances 

id   seemed  irrelevant  to  the  company. 

Nonetheless,  in  early  1990,  showing  up  late — in  a 
Hawaiian  shirt — to  address  a  formal  dinner  in  Silicon  Val- 
ley, Bill  Joy  had  a  great  prophetic  moment.  He  cited  the 
Moore's  Law  trends  as  grounds  for  granting  the  first  five 
years  of  the  1990s  to  Bill  Gates.  "It's  pretty  much  deter- 
mined," he  said.  Indeed,  in  the  late  1980s,  Joy  had  person- 
ally made  a  separate  peace  with  Microsoft  by  selling  a  large 
I   portion    of    his    Sun 

rq  holdings  and  buying 
Microsoft  shares,  thus 
becoming  the  second 
richest  of  Sun's  four 
founders.  (The  richest, 
Andy  Bechtolsheim, 
jumped  even  deeper 
into  Microsoft.)  But 
then,  around  1995,  pre- 
dicted Joy,  everything 
would  change.  There 
would  be  a  "break- 
through that  we  cannot 
imagine  today."  He 
even  acknowledged 
that  the  breakthrough 
would  not  come  from 
Sun,  but  "from  people 
and  companies  we  can- 
not know  today." 


Working  night  and  day  at  the  NCSA  in  early  1993,  Andreessen  and 
Eric  Bina  achieved  a  rare  synergy  and  hacked  Mosaic  in  two  months. 


tion  resources  are  assembled  on  CD-ROMs,  no  matter 
how  powerful  are  the  database  tools  created  for  the  LAN, 
the  desktop  imperium  will  pale  and  wither  before  the  tele- 
cosmic  amplitudes  of  the  Internet. 

For  the  last  five  years,  the  number  of  machines  on  the 
network  has  been  rising  between  five  and  10  times  faster 
than  the  number  of  transistors  on  a  chip.  With  1,300  miles 
of  fiber-optic  lines  being  laid  every-  day  in  the  U.  S.,  band- 
width is  sure  to  rise  even  faster  than  the  number  of  net- 
worked computers  (see  Forbes  ASAP,  "The  Bandwidth 
Tidal  Wave,"  December  5,  1994).  This  awesome  transi- 
tion presents  a  supreme  chance  for  new  leadership  in  de- 
veloping software  focused  less  on  wasting  transistors  than 

on  wasting  bandwidth. 

A  computer  on  every 
desktop  and  in  every 
home?  Information  at 
your  fingertips?  SQL 
Server  6.0?  My  son 
Richard  yawns.  Let's 
face  it,  Bill,  that  stuff  is 
yesterday.  In  the  new 
era,  Microsoft  can  con- 
tinue to  feed  on  the  mi- 
crocosm. But  the  lead- 
ing-edge companies  will 
move  to  the  frontiers  of 
the  telecosm,  where 
collectively  they  will 
grow  far  faster  than  Mi- 
crosoft. 

So,  open  the  enve- 
lope. Let's  find  a  new 
Bill  Gates. 


The  key  to  software  innovation,  he  said,  was  smart  pro- 
grammers. Smart  programmers  are  hundreds  of  times 
more  productive  than  ordinary7  programmers.  And  "let's  be 
truthful,"  said  the  sage  of  Sun,  propounding  what  has  be- 
come known  as  Joy's  Law,  "most  of  the  bright  people 
don't  work  for  you — no  matter  who  you  are.  You  need  a 
strategy  that  allows  for  innovation  occurring  elsewhere." 
To  the  Justice  Department,  Microsoft's  overwhelming  OS 
market  share  and  its  teeming  armies  of  programmers  seem 
a  barrier  to  entry7  for  other  software  competitors.  To  Joy7, 
Microsoft's  size  and  dominance  could  become  a  barrier  to 
entry  for  Microsoft,  blocking  it  from  the  key  new  markets 
of  the  late  1990s. 

It  is  now  clear  that  Joy  was  on  target.  The  break- 
through is  here  in  force,  invading  and  occupying  all  the 
commanding  heights  of  the  information  economy,  from 
the  media  to  the  universities.  It  is  the  World  Wide  Web 
and  its  powerful  browsers,  servers,  languages  and  program- 
ming tools.  Software  on  individual  machines  still  bogs 
down  in  the  macrocosmic  swamps  of  complexity7.  But  in 
the  telecosm,  yields  rise  exponentially  almost  without  limit 
in  proportion  to  the  number  and  power  of  the  machines 
on  the  network.  No  matter  how  much  memory  and  other 
storage  is  created  on  the  desktop,  no  matter  what  informa- 


Start  by  adding  100  pounds  of  extra  heft,  half  a  foot  of 
height  and  two  further  years  of  schooling,  then  make  him 
$12.9  billion  hungrier.  Give  him  a  gargantuan  appetite  for 
pizza  and  Oreos,  Bach,  newsprint,  algorithms,  ideas,  John 
Barth,  Nabokov7,  images,  Unix  code,  bandwidth.  Give  him 
a  nearly  unspellable  Scandinavian  name — Marc 
Andreessen. 

Put  him  to  work  for  $6.85  per  hour  at  Illinois's  Na- 
tional Center  for  Supercomputing  Applications  (NCSA) 
writing  3D  visualization  code  on  a  Silicon  Graphics  Indy 
for  a  Thinking  Machine  C-5  or  a  Cray  YMP16.  Sur- 
round him  on  all  sides  by  the  most  advanced  computers 
and  software  in  the  world,  under  the  leadership  of  cyber- 
netic visionary  Larry  Smarr.  What  will  happen  next? 
"Boredom,"  Andreessen  replies.  Supercomputers,  already 
at  the  end  of  their  tether,  turned  out  to  be  "underwhelm- 
ing Unix  machines." 

Then,  for  a  further  image  of  the  end  of  the  world,  take 
him  in  the  fall  of  1990  off  to  Austin,  Tex.,  for  two  semes- 
ters at  IBM.  "They  were  going  to  take  over  the  3D  graph- 
ics market,  they  were  going  to  win  the  Malcolm  Baldrige 
Award,  they  were  going  to  blow  Silicon  Graphics  [the  reg- 
nant Silicon  Valley  3D  workstation  company]  off  the  map, 
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all  in  six  months."  Andreessen  began  by  doing  perfor- 
mance analysis  and  moved  on  to  work  on  the  operating 
system  kernel.  In  mid- 1991,  after  constant  delays,  the 
company  was  finally  ready  to  ship  a  world-beating  3D  en- 
gine. But  the  new  IBM  machine  turned  out  to  be  four 
times  slower  at  seven  times  the  price  of  the  equivalent  Sil- 
icon Graphics  hardware  that  IBM  had  bundled  a  year  and 
a  half  earlier  with  its  RS6000  RISC  (reduced  instruction 
set  computing)  workstation.  Austin  IBM  returned  to  the 
drawing  board  and  Andreessen  returned  to  Illinois  to  get 
his  degree. 

In  both  commercial  and  academic  settings,  Andreessen 
thus  had  the  good  fortune  of  working  at  the  very  heart  of 
the  old  order  of  computing  in  its 
climactic  phase.  As  Andreessen  saw 
it,  little  of  long-term  interest  was 
going  on  at  either  establishment. 
But  both  did  command  one  huge 
and  felicitous  resource,  vastly  un- 
derused, and  that  was  the  Internet. 
"Designed  for  all  the  wrong  rea- 
sons— to  link  some  2,000  scientists 
to  a  tiny  number  of  supercomput- 
ers," it  had  exploded  into  a  global 
ganglion  thronged  by  millions  of 
people  and  machines. 

Many  people  saw  the  Internet 
as  throbbing  with  hype  and 
seething  with  problems — Clifford 
Stoll's  book,  Silicon  Snake  Oil,  cat- 
alogs many:  the  lack  of  security, 
substance,  reliability,  bandwidth, 
easy  access;  the  presence  of  porn, 
fraud,  frivolity  and  freaks  guaran- 
tees, so  he  says,  that  no  serious 
business  can  depend  on  it  for  criti- 
cal functions.  But  to  Andreessen 
the  problems  of  the  Internet  are 
only  the  other  side  of  its  incredible 
virtues. 

"By  usual  standards,"  says  Andreessen,  "the  Internet 
was  far  from  perfect.  But  the  Internet  finds  its  own  perfec- 
tion— in  the  millions  of  people  that  are  able  to  use  it  and 
the  hundreds  of  thousands  who  can  provide  services  for  it." 
To  Andreessen,  all  the  problems  signaled  that  he  was  at 
the  center  of  the  sphere,  gazing  in  wild  surmise  at  "a  giant 
hole  in  the  middle  of  die  world" — the  supreme  opportuni- 
ty of  the  age. 

Andreessen  saw  that,  for  all  its  potential,  there  was  a 
monstrous  incongruity  at  the  heart  of  the  Internet.  Its  ac- 
cess software  was  at  least  10  years  behind.  "PC  Windows 
had  penetrated  all  the  desktops,  the  Mac  was  a  huge  suc- 
cess, and  point-and-click  interfaces  had  become  part  of 
everyday  life.  But  to  use  the  Net  you  still  had  to  under- 
stand Unix.  You  had  to  type  FIT  [file  transfer  protocol] 
commands  by  hand  and  you  had  to  be  able  to  do  address- 
mapping  in  your  head  between  IP  addresses  and  host 
names  and  you  had  to  know  where  all  the  FTP  archives 
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In  1990,  Sun  guru  Bill  Joy  predicted 
Microsoft's  dominance-until  1995. 


were;  you  had  to  understand  IRC  [Internet  relay  chat]  pro- 
tocols, you  had  to  know  how  to  use  this  particular  new; 
reader  and  that  particular  Unix  shell  prompt,  and  you  pret- 
ty much  had  to  know  Unix  itself  to  get  anything  done.  And 
the  current  users  had  little  interest  in  making  it  easier.  Ill 
fact,  there  was  a  definite  element  of  not  wanting  to  make  it 
easier,  of  actually  wanting  to  keep  the  riffraff  out." 

The  almost  miraculous  key  to  opening  up  the  Internet 
was  the  concept  of  hypertext,  invented  by  Theodor  Holm 
Nelson,  the  famously  fractious  prophet  of  the  "Xanadu" 
network,  and  son  of  Celeste  Holm,  the  actress.  A  hypnotic 
speaker,  with  a  gaunt  countenance  and  flowing  golden'" 
hair,  Nelson  seems  an  Old  Testament  Jeremiah  from  Cen- 
tral Casting  as  he  rails  against  the 
flaws  and  foibles  of  current-day 
computing.  | 

Hypertext  is  simply  text  embed- 1 
ded  with  pointers  to  other  text,  in-  '*^ 
standy  and  fully  available  by  a  point  I M 
and  click.  For  the  source  of  the 
concept,  Nelson  quotes  an  essay  by 
Vannevar  Bush  written  in  1945  and  J- 
read  to  him  by  his  father  as  a  boy:  .fc 
"The  human  mind... operates  by  as-   ,, 
sociation.  With  one  item  in  its  4? 
grasp,  it  snaps  instantly  to  the  next  I 
that  is  suggested  by  the  association 
of  thoughts,  in  accordance  with 
some  intricate  web  of  trails  carried  If 
by  the  cells  of  the  brain."  Project- 
ing this  idea  from  a  single  human 
brain  to  a  global  ganglion,  Nelson 
sowed  the  conceptual  seeds  of  the 
World  Wide  Web. 

Andreessen  can  explain  both  the 
power  of  hypertext  and  its  slow 
emergence  in  commercial  products: 
"Xanadu  was  just  a  tremendous 
idea.  But  hypertext  depends  on  the 
network.  If  the  network  is  there, 
hypertext  is  incredibly  useful.  It  is  the  key  mechanism.  But 
if  the  network  is  not  there,  hypertext  does  not  give  you  any 
of  the  richness."  Hence,  Apple's  HyperCard  and  similar 
schemes  failed  to  ignite.  The  link  is  not  hyper  if  it  is  re- 
stricted to  your  hard  drive  or  CD-ROM.  Connected  to 
millions  of  computers  around  die  globe,  it  becomes  expo- 
nentially hyper. 

"The  other  thing  about  hypertext,"  says  Andreessen,  "is 
that,  even  on  networks,  traditionally  it  had  been  developed 
by  theoreticians  and  people  very  deep  in  the  computer  sci- 
ence community,  and  they  tended  to  worry  very  deeply 
about  problems  like,  'Well,  what  happens  if  the  informa- 
tion moves?'"  As  Gates  put  it  in  1992:  "The  idea  of  locat- 
ing things  that  move  by  their  properties  and  dealing  with 
the  security  and  efficiency  issues,  including  using  replica- 
tion to  do  this  stuff  well,  is  a  very  tough  problem.  That's 
what  Windows's  Cairo  is  all  about.  Three  or  four  Ph.D. 
theses  talk  about  this,  but  a  commercial  system  has  never 
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done  it." 

Andreessen  brings  the  issue  down  to  earth:  "You've 
got  a  pointer  at  a  piece  of  information  on  the  network, 
but  Joe,  who's  running  that  information,  moves  it  some- 
where else.  Computer  scientists  would  take  a  look  at  the 
problem  and  say,  'Oh,  the  system  doesn't  work.'  On  the 
Internet,  we  look  at  that  problem  and  say,  'Oh  well, 
here's  another  20,000  pointers  that  do  work.'  And  maybe 
we  can  send  e-mail  to  Joe  and  he'll  put  his  information 
back."  In  other  words,  you  don't  wait  for  Cairo  or  Xanadu 
to  try  to  solve  every  problem.  You  go  with  the  fabulous 
flow  of  opportunities. 

Nelson's  idea  led  to  what  Gary  Wolf,  a  contributing 
writer  of  Wired,  calls  "one  of  the 
most  powerful  designs  of  the  20th 
century" — a  universal  library,  a 
global  information  index  and  a 
computerized  royalty  system.  But 
Nelson's  quest  for  perfection  led 
to  a  20-year  adventure  in  futility. 
"The  opinion  of  the  Xanadu  peo- 
ple to  this  day  is  that  the  Web  and 
the  Internet  are  much  too  simple. 
They  don't  solve  the  problems. 
For  instance,  the  links  aren't  fully 
bidirectional.  You  don't  know  ex- 
actly who's  pointing  to  your  page, 
and  there's  two  ways  to  look  at 
that.  The  way  that  Ted  Nelson 
looks  at  it  is  'That's  bad!'  The  way 
that  I  look  at  it  is  'That's  great!' 
All  of  a  sudden  anyone  can  point 
to  your  page  without  permission. 
The  Net  can  grow  at  its  own  rate. 
You  get  the  network  effect,  you 
get  Metcalfe's  Law,  it  spirals  com- 
pletely out  of  control.  Isn't  that 
fantastic?" 

In  1988,  Xanadu  found  funding 
from  John  Walker,  the  charismat- 
ic recluse,  taxpatriate  in  Switzerland,  and  founder  of  Au- 
todesk, the  desktop  computer-aided  design  (CAD)  com- 
pany. As  Walker  prophetically  declared  in  1988:  "In  1964, 
Xanadu  was  a  dream  in  a  single  mind.  In  1980,  it  was  the 
shared  goal  of  a  small  group  of  brilliant  technologists.  By 
1989,  it  will  be  a  product.  And  by  1995,  it  will  begin  to 
change  the  world."  All  truer  than  Walker  could  have 
imagined,  but  it  would  not  happen,  alas,  at  Autodesk. 
Haunted  by  dreams  of  perfection  and  hobbled  by  hyper- 
ventilation at  the  helm,  Xanadu  misted  over.  Autodesk 
sustained  the  effort  until  it  was  mercifully  terminated  by 
the  new  CEO,  Carol  Bartz,  in  1993  at  the  very  moment 
that  a  real  Xanadu,  deemed  hopelessly  imperfect  and  in- 
adequate by  Nelson,  was  about  to  burst  forth  efflorescent- 
ly  on  the  Internet. 

The  demiurgic  step  came  from  Tim  Berners-Lee  at 
CERN  in  Switzerland,  creating  the  World  Wide  Web 
based  on  a  universal  hypertext  function.  He  launched  the 


initial  HTTP  (hypertext  transfer  protocol)  governir 
transport  on  the  Web.  He  developed  URLs  (uniform  I 
source  locators)  as  a  common  addressing  system  th. 
joined  most  of  the  existing  Internet  search  and  linkag 
technologies.  He  conceived  the  HTML  (hyperte; 
markup  language),  a  kind  of  PostScript  for  the  Web.  F3 
made  the  system  ignore  failures  0oe's  moving  data  coul 
not  crash  your  machine).  Thus,  invoking  a  browser  (i.e 
a  hypertext  reader),  the  user  could  point  and  click  to  ir 
formation  anywhere  on  the  Net,  unconscious  of  whethe 
it  was  in  the  form  of  a  file  transfer,  an  e-mail,  a  Gophe 
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search  or  a  news  posting,  or  whether  it  was  in  the  ne>  F' 
room  or  in  Tasmania. 

Berners-Lee  addressed  a  basi 
problem  of  the  Internet  from  th 
point  of  view  of  an  academic  re; 
searcher.  But  the  real  opportunit 
was  to  open  the  Internet  to  th 
world  and  the  world  to  the  Inter 
net,  and  that  would  require  mon 
than  a  facility  for  cruising  througl 
textual  materials.  After  all,  the  bull 
of  human  bandwidth  is  in  a  per- 
son's eyes  and  ears.  For  absorbing 
text,  as  Robert  Lucky,  author  o:> 
Silicon  Dreams,  has  pointed  out,  the* 
speed  limit  is  only  some  55  bits  pei 
second. 

To  burst  open  the  Internet  would 
require  reaching  out  to  the  riffraff 
who  travel  through  pictures  and 
sounds  at  megahertz  speeds.  To 
critics  of  a  more  vulgar  Net,  such  as 
Stoll,  more  riffraff  sending  callipy- 
gian  naked-lady  bitmaps  and  volu- 
minous digital  ululations  from  the 
Grateful  Dead  and  QuickTime 
first-step  baby  videos  traipsing  down 
the  lines  and  wriggling  through  the 
routers  would  soon  cause  a  gigantic 
crash.  Even  some  of  Andreessen's  main  allies  at  the  NCSA 
shared  some  of  these  fears.  At  CERN,  Berners-Lee  opposed 
images  and  video  on  these  grounds.  The  technologists  all 
held  a  narrowband  view  of  the  world,  imagining  bandwidth 
as  an  essentially  scarce  resource  to  be  carefully  husbanded  by 
responsible  citizens  of  the  cybersphere. 

So  Tim  Berners-Lee  alone  could  not  burst  open  the  In- 
ternet pinata  and  give  it  to  the  world.  As  Richard  Wiggins, 
author  of  Internet  for  Everyone:  A  Guide  for  Users  and 
Providers,  observes,  "During  1992  and  early  1993,  graphi- 
cal Gopher  clients  for  the  Macintosh  and  Windows 
evolved,  and  it  appeared  that  Gopher  would  outstrip  the 
fledgling  Web."  It  was  the  ultimate  broadband  booster, 
Marc  Andreessen,  working  with  NCSA  colleague  Eric 
Bina,  who  ignited  the  Web  rocket.  One  late  December 
night  in  1992  at  the  Espresso  Royale  cafe  in  Champaign- 
Urbana,  Andreessen  looked  his  friend  Eric  Bina  in  the  eye 
and  said:  "Let's  go  for  it." 
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iVERY  GATES  has  to  have  his  Paul  Allen  (or  Jobs,  his  Steve 
Vozniak).  Andreessen's  is  Bina — short  and  wiry  where 
i  uidreessen  is  ursine,  cautious  where  he  is  cosmic,  focused 
''H  vfiere  he  is  expansive,  apprehensive  where  he  is  evangeli- 
st :al,  bitwise  where  he  is  prodigal  with  bandwidth,  ready  to 
{  tay  home  and  write  the  code  where  Andreessen  is  moving 
a  >n  to  conquer  the  globe.  Wildly  contrasting  but  complete- 
U  y  trusting  and  complementary,  these  two — in  an  inspired 
il  liege  of  marathon  code-wreaking  between  January  and 
nil  vlarch  1993 — made  Mosaic  happen.  A  rich  image-based 
ptj  urogram  for  accessing  the  World  Wide  Web  and  other 
:a  sarts  of  the  Internet,  Mosaic  requires  no  more  knowledge 
)f  its  internal  mechanics  than  is  needed  by  the  user  of  the 
i  U  steering  wheel  of  a  car.  With  a 
cinere  9,000  lines  of  code  (com- 
.  -e  Dared  to  Windows  95 's  11  million 
Dm  lines,  including  3  million  lines  of 
:  AJVISN  code),  Mosaic  would  be- 
fota  come  the  most  rapidly  propagated 
mon  software  program  ever  written, 
i  t       Andreessen  could  defy  all  the 
:»J  fears  of  an  Internet  image  crash 
because  he  lived  in  a  world  of 
.  bandwidth  abundance  and  fiber 
or  oi  galore.  He  fully  grasped  the  law  of 
t  a  the  telecosm.  Every  new  host  com- 
i  m  puter  added  to  the  Net  would  not 
only  use  the  Net;  it  would  also  be  a 
vM  new  resource  for  it,  providing  a 
'hi  new  route  for  the  bits  and  new 
room  to  store  them.  Every  new 
flood  of  megabyte  bitmaps  would 
make  the  Net  more  interesting, 
useful  and  attractive,  and  increase 
the  pressure  for  backbones  run- 
ning at  gigabits  per  second  and 
above.   The   Internet   must   be 
adapted  to  people  with  eyes  and 
ears.  They  won't  abuse  it,  he  as- 
sured Bina  without  a  smile.  After 

all,  he  knew  he  would  have  to  rely  on  Bina  for  much  of  the 
graphics  coding. 

"I  was  right,"  Bina  says  now.  "People  abused  it  horribly. 
People  would  scan  in  a  page  of  PostScript  text  in  a  bitmap, 
taking  over  a  megabyte  to  display  a  page  that  would  take 
maybe  1,000  bytes  of  text.  But  Marc  was  also  right.  As  a 
result  of  the  glitz  and  glitter,  thousands  of  people  wasted 
time  to  put  in  pretty  pictures  and  valuable  information  on 
the  Web,  and  millions  of  people  use  it." 

Working  night  and  day  at  the  NCSA,  wrangling  over 
issues,  arts  and  letters,  music  and  Unix  code  at  the  Espres- 
so Royale  down  the  street,  the  two  programmers  achieved 
a  rare  synergy.  "We  each  did  the  job  that  most  appealed  to 
us,"  says  Bina,  "so  each  of  us  thinks  the  other  did  the  hard 
stuff."  Bina  wrote  most  of  the  new  code — in  particular,  the 
graphics,  modifying  HTML  to  handle  images,  adding  a 
GIF  (graphics  interchange  format)  decoder,  incorporating 
color  management  tools.  Andreessen  took  the  existing 


...into  Hotjava  by  James  Gosling,  "the 
world's  greatest  living  programmer." 


library  of  communications  code  from  CERN  and  tore  it 
apart  and  rewrote  it  so  it  would  run  more  quickly  and  effi- 
ciently on  the  network. 

As  time  passed,  they  brought  in  other  young  program- 
mers from  the  NCSA — among  them  Chris  Wilson,  Jon 
Mittelhauser,  Chris  Houck  and  Aleks  Totic — to  port  the 
system  to  Windows  and  Mac  machines.  With  help  from 
them,  they  designed  dynamic  forms  with  type-in  fields, 
check  boxes,  toggle  buttons  and  other  ordered  ways  of  en- 
tering simple  text  for  searches  and  other  functions  beyond 
simple  hypertext  pointing  at  a  URL.  For  example,  a  dy- 
namic form  is  now  used  by  Pizza  Hut  for  ordering  a  pizza 
on  line.  Finally,  because  every  change  in  the  browser  re- 
quired complementary  changes  in 
the  servers  at  CERN — where  the 
physicists  tended  to  be  busy  and 
glitz-averse — Bina  and  Andreessen 
decided  to  do  their  own  servers. 
The  NCSA's  Rob  McCool  took 
charge  of  this  crucial  project. 

In  the  end,  they  had  created  an 
entirely  new  interface  for  the  Inter- 
net and  new  communications  soft- 
ware to  render  it  crisply  accessi- 
ble— a  look  and  feel  that  almost  im- 
mediately struck  everyone  who  used 
it  as  an  amazing  breakthrough.  In 
February  1995,  Bob  Metcalfe  wrote 
a  column  in  InfoWorld  predicting 
that  Web  browsers  would  become, 
in  effect,  the  dominant  operating 
system  for  the  next  era. 

Browsers  are  now  ubiquitous. 
Every  major  company  and  many 
minor  ones  are  building  them. 
Some  eight  million  people  use 
them.  IBM,  AT&T,  Novell,  Mi- 
crosoft, NetCom,  Sun,  Silicon 
Graphics,  America  Online,  Net- 
Manage,  Quarterdeck,  Quadralay, 
Apple,  SPRY-CompuServe,  Frontier  Technologies,  Del- 
phi, MCI,  Wollongong,  even  the  Spyglass  spinoff  from  the 
NCSA — you  name  it — all  these  companies  are  building,  li- 
censing, enhancing  or  bundling  a  browser.  Many  of  these 
ventures,  led  by  Quarterdeck's  smart  hotlists  and  "drag- 
and-drop"  ease  of  use,  have  outpaced  Mosaic  and  prompt- 
ed a  leapfrogging  contest  of  can-you-top-this. 

That  is  what  happens  when  an  entrepreneur  performs  a 
truly  revolutionary  act,  supplies  the  smallest  missing  factor, 
as  Peter  Drucker  puts  it,  that  can  transform  a  jumble  of  el- 
ements into  a  working  system — the  minimal  mutation  that 
provokes  a  new  paradigm.  In  1977,  the  relevant  jumble  was 
small  computers,  microprocessors  and  assembly  language 
programming.  Bill  Gates  and  Paul  Allen  supplied  the  key 
increment:  software  tools  and  the  Basic  language  for  the 
embryonic  personal  computer.  In  1993,  Andreessen  and 
Bina  set  out  to  supply  the  minimal  increment  to  convert 
the  entire  Net,  with  its  then  one  to  two  million  linked 
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computers  (today  it's  an  estimated  seven  million  comput- 
ers) and  immense  informational  resources,  into  a  domain 
as  readily  accessible  to  an  11-year-old  as  a  hard  drive  or 
CD-ROM  on  a  Mac  or  Windows  PC. 

As  a  result,  the  same  forces  of  exploding  bandwidth, 
the  same  laws  of  the  telecosm  that  are  wreaking  revolu- 
tion in  hardware,  hollowing  out  the  computer — rendering 
the  CPU  peripheral  and  the  network  central — are  also 
transforming  software.  All  forms  of  desktop  software — 
operating  systems,  applications  and  utilities — are  becom- 
ing similarly  peripheral.  The  ever-growing  gigapedal  re- 
sources of  the  Internet  will  always  dwarf  any  powers  and 
functions  that  can  be  distilled  on  a  desktop  or  mobilized 
on  the  backplane  of  a  supercom- 
puter. 

Last  year,  for  example,  four  re- 
searchers at  MIT,  Iowa  State, 
Bellcore  and  Oxford  (U.K.)  tri- 
umphantly claimed  a  $100  reward 
for  solving  a  grand  challenge 
problem.  They  announced  that 
they  had  broken  an  RSA  encryp- 
tion code  of  129  digits  that  one  of 
RSA's  inventors,  R.L.  Rivest, 
when  offering  the  $100  prize  in 
1977,  calculated  would  take  four 
quadrillion  years  for  a  supercom- 
puter to  crack.  They  did  not  ac- 
complish their  feat  on  a  single  ma- 
chine (none  yet  exists  that  can  per- 
form these  computations)  but  on  a 
virtual  machine  consisting  of 
1 ,600  mostly  modest  workstations 
scattered  around  the  Internet. 
Similarly,  Gordon  Bell  in  1992  for 
the  first  time  granted  his  achieve- 
ment award  for  price  and  perfor- 
mance in  the  application  of  super- 
computers, not  to  a  single  ma- 
chine, but  to  a  distributed  Internet  virtual  system. 

The  success  of  the  Internet  model  even  in  these  high- 
powered  processing  applications  portends  and  symbolizes  a 
definitive  reality,  which  gathers  increasing  force  as  net- 
work bandwidth  begins  to  exceed  the  internal  bandwidth 
on  computer  backplanes.  From  now  on,  the  relevant  com- 
puter is  the  network  and  the  ascendant  software  is  Internet 
software. 

Giving  the  program  away  on  the  Net,  Andreessen  re- 
leased Mosaic  in  binary  form,  already  compiled  for  any 
popular  compute  platform,  and  helped  bring  more  than  a 
million  newcomers  to  the  Web  in  six  months.  In  time, 
such  an  upheaval  would  even  reach  the  notice  of  the  man- 
agement of  the  NCSA.  At  the  National  Science  Founda- 
tion in  Washington,  D.C.,  a  friend  eagerly  showed  Mosaic 
to  Larry  Smarr,  who  was  visiting  from  Illinois.  He  was 
startled  to  see  that  this  new  marvel  was  a  creation  of  his 
own  shop  at  the  NCSA.  Perhaps  he  should  look  into  it. 
Perhaps  there  was  more  to  sell  to  Washington  than  Fiber 


Channels  between  scientists  and  Crays.  From  that  raomet 
on,  pushing  Mosaic  became  the  chief  "grand  challeng 
problem"  of  the  University  of  Illinois  Supercomputin 
Center. 

After  Andreessen's  college  graduation  in  Decembe 
1993,  Joseph  Hardin,  head  of  the  NCSA,  asked  him  to  sta; 
on  at  the  center.  But  he  added  one  condition,  namely,  tha 
the  young  programmer  leave  the  Mosaic  project.  "Som< 
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40  people  had  a  role  in  creating  Mosaic,"  he  said.  "Don'  si-  - 
you  think  it's  time  to  give  someone  else  a  chance  to  shan 
the  glory?"  Reasoning  that  they  would  have  a  still  bettei 
chance  in  his  absence,  Andreessen  left  for  Silicon  Valley. 
After  a  few  months  doing  Internet  security  functions  at 
a  company  called  EIT,  Andreesser 
attracted  the  attention  of  the  leg 
endaryjim  Clark,  founder  of  Sili- 
con Graphics  Inc.  and  inventor  of 
the  Geometry  Engine,  capable  of 
3D  graphics,  that  impelled  SGI's 
growth.  At  loose  ends,  like  most 
of  the  industry's  venturers,  Clark 
was  looking  for  opportunity  in  all! 
the  wrong  places — 3D  games,  in- 
teractive TV,  Hollywood.  He 
found  himself  increasingly  en- 
tranced with  the  Mosaic  browser 
Hearing  that  the  author  of  Mosa- 
ic had  arrived  in  Silicon  Valley,  he 
sent  Andreessen  an  e-mail  in  early 
February  1994. 

The  rest  is  history,  in  the  ac- 
celerated form  familiar  in  the 
Valley.  Jim  Clark  met  with  An- 
dreessen and  signed  him  up  as 
the  first  employee  of  a  new  com- 
pany. "What  has  happened  to  the 
other  NCSA  programmers?"  he 
wanted  to  know.  Hearing  that 
Chris  Wilson,  who  had  helped 
port  the  system  to  the  PC,  had  left  the  center  to  join 
SPRY,  Clark  decided  to  act  fast.  He  invited  Bina  to  come 
to  Silicon  Valley  and  meet  with  him  on  his  yacht.  Avoid- 
ing temptation  (Bina's  wife  is  a  tenured  professor  of  data- 
base technology  at  Champaign-Urbana  and  is  wary  of 
snake  oil),  Bina  spurned  the  invitation.  Andreessen  wrote 
him  a  glum  e-mail:  "Sorry.  It  would  have  been  nice  to 
have  had  you  here." 

The  next  thing  Bina  knew,  Andreessen  called  him  to 
announce  that  he  and  Clark  were  flying  to  Champaign- 
Urbana  and  wanted  to  meet  with  Bina  and  the  rest  of  the 
key  programmers  the  next  day  at  the  local  University  Inn. 
"When  I  got  off  the  elevator  at  the  hotel,"  Bina  recalls, 
"this  blond  guy  who  reminded  me  of  my  dad  stepped 
back,  looked  me  slowly  up  and  down,  and  spoke:  'Marc 
said  you  could  walk  on  water.  I  have  never  seen  anyone 
who  could  do  that  before.'"  Clark  soon  assured  him  he 
could  stay  in  Illinois. 

According  to  Bina,  Clark  spread  a  contagion  of  entre- 
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I  weneurial  excitement.  Then  one  by  one  he  made  seven  of 
3  hem  offers.  All  signed  up.  By  the  first  week  of  April,  Mo- 
3  ;aic  software  was  on  the  way  and  Jim  Clark  forgot  about 
nteractive  TV. 

^moi  Greeting  this  bold  new  company,  however,  were  rum- 
s' )lings  about  a  possible  intellectual  property  suit  from  the 
™  SCSA  This  surprise  banished  any  idea  of  using  Mosaic  in 
M  iny  form.  That  was  fine  with  them.  They  knew  Mosaic 
'°l  vas  a  quickly  written  hack  designed  for  Tl  and  T3  lines 

)a*  running  at  up  to  45  megabits  a  second  at  the  NCSA.  "We 
^  knew  that  everyone  had  Mosaic,"  says  Bina.  "We  were  glad 

%  to  start  from  scratch  again."  Moving  into  a  small  office  in 

loaii  Mountain  View  at  a  cost  of  less  than  $1  per  square  foot, 

^  they  set  to  work. 

£iJ       In  the  new  company, 

'S|  then     called     Mosaic 

:oro  Communications,  An- 

5ie«  dreessen    ascended    to 

~S  management.        Bina, 

mos  working  in  Illinois  for  all 

J*l  but  one  frenzied  week  a 

^  A  month,  immersed  him- 

■■'&■  self  in  creating  the  new 

&I  code.  They  revised  it  to 
work  over  a  14.4 
modem.  They  focused 
on  making  it  the  only 
system  that  is  fully  se- 
cure. They  added  new 
supports  for  more  ele- 
gant layouts  and  richer 
documents.  Giving  the 
program  away  on  the 
Net,  within  a  few 
months  Netscape  won 
70%  of  the  Web  browser  market,  which  it  still  holds. 

Most  important  for  the  future  of  the  company,  they  de- 
veloped a  stream  of  new  server  products,  which  they  sold 
to  most  of  the  existing  and  aspiring  on-line  services  and 
Internet  service  providers,  from  internetMCI  and  market- 
placeMCI  to  IBM's  Prodigy  and  Murdoch's  Delphi.  Alto- 
gether, they  had  released  a  total  of  1 1  new  products  by 
midsummer  of  this  year,  from  $50,000  secure  server  appli- 
cations to  the  $39  Netscape  Navigator  Personal  Edition 
complete  with  TCP/IP  stack  for  full  connection  to  the  In- 
ternet in  10  minutes  anywhere  in  the  country. 

As  Wall  Street  began  pouring  money  on  any  rival  com- 
pany with  an  Internet  product,  the  stock  market  became  a 
Netscape  imperative.  This  posed  a  problem  for  Clark. 
There  would  be  no  difficulty  attracting  a  frenzy  of  interest. 
The  question  was,  Where  would  they  hide  Andreessen 
during  the  road  show?  Introducing  him  to  John  Doerr  of 
Kleiner  Perkins  Caufield  &  Byers  and  other  Silicon  Valley 
clout,  however,  Clark  instead  resolved  to  teach  the  young 
bear  how  to  chew  with  his  mouth  closed,  tie  a  tie  and  get 
to  work  earlier  than  8:30.. ..p.m.  Then  he  prepared  to  place 
him  in  the  nose  cone  of  an  Initial  Public  Orbiting  that 
would  value  the  gang  at  hundreds  of  millions  of  dollars, 


While  working  at  CERN  in  Switzerland,  Tim  Berners-Lee 
created  the  World  Wide  Web  based  on  hypertext. 


point  Andreessen  toward  the  Millennium  and,  with  luck 
and  the  right  characterological  chemistry,  have  a  new  Bill 
Gates  for  the  late  1990s. 

HERE  HE  IS,  well  after  8  p.m.,  roaring  down  El  Camino 
Real  in  his  '94  red  Mustang,  filled  with  pizza  rinds,  empty 
cans  of  Sprite,  a  mostly  shredded  copy  of  the  San  Jose  Mer- 
cury News  and  a  bulging  issue  of  MicroTimes  smeared  in 
popcorn  butter,  talking  with  both  hands  to  a  writer  from 
Forbes  ASAP  hunched  amid  the  clutter  and  stealthily 
searching  for  a  seat  belt. 

Amazingly  free  of  the  NIH  (not  invented  here)  syn- 
drome afflicting  many  of  his  elders — his  browser  combines 

products  from  some  17 
sources — Andreessen  was 
discoursing  on  the  virtues 
of  Java,  a  language  he 
says  portends  a  telecos- 
mic  advance  even  more 
profound  and  enduring 
than  the  browser  and  re- 
lated servers  themselves. 
For  creating  innova- 
tive stuff  on  the  Web, 
Andreessen  explains, 
"The  alternative  lan- 
guages are  grim.  Perl  is 
limited  to  text  strings. 
Telescript  from  General 
Magic  doesn't  pass  be- 
cause it's  proprietary. 
Tickle  [Tel]  lacks  power 
and  features.  Scheme  and 
LISP  are  dead.  Visual 
Basic  lacks  expressiveness 
and  it  is  too  much  controlled  by  Microsoft.  Dylan  is  still  an 
Apple  research  project.  None  of  them  are  truly  suited  to 
the  Web  environment.  Java  is  as  revolutionary  as  the  Web 
itself."  Tying  Netscape  to  Java  assures  the  company  a  cen- 
tral role  in  a  coming  efflorescence  of  the  Web  more  sig- 
nificant in  its  implications  than  even  the  current  manifesta- 
tion. In  the  process,  it  will  invert  the  entire  world  of  soft- 
ware in  a  way  that  may  permanently  displace  Microsoft 
from  the  center  of  the  sphere. 

Behind  this  development  is  not  some  24-year-old  geek 
from  a  supercomputer  center,  but  the  industry's  most  ven- 
erable leader  after  Bill  Gates,  not  only  Microsoft's  most 
persistent  critic  and  nemesis,  but  also  its  most  eminent  de- 
feated rival:  Bill  Joy  of  Sun.  In  engineering  Mosaic  and 
Netscape  Navigator,  streamlining  the  communications 
functions  and  putting  it  all  on  the  Net,  Andreessen  was  fol- 
lowing in  the  codesteps  of  Joy. 

Joy  was  not  only  a  founder  of  Sun  Microsystems,  he 
was  also  the  primary  champion  of  the  Berkeley  brand  of 
Unix — BSD  (Berkeley  Software  Distribution)  Unix — that 
he  husbanded  as  a  student  at  the  university.  BSD  Unix  was 
not  only  Sun's  essential  software  technology,  but  also  the 
reference  code  for  TCP/IP  (Transmission  Control  Proto- 
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col/Internet  Protocol),  the  basic  protocol  stack  of  the 
Arpanet  in  its  evolution  toward  the  current  Internet. 

By  upgrading  the  TCP/IP  protocol  to  run  on  an  ether- 
net  rather  than  only  on  50-kilobit-per-second  Arpanet 
lines  and  then  giving  away  the  code,  Bill  Joy  made  the  In- 
ternet possible.  When  Sun  declared  in  1988  that  the  net- 
work is  the  computer,  the  network  it  had  in  mind  was  run 
by  Bill  Joy's  Network  File  System  (NFS),  and  it  incorpo- 
rated TCP/IP.  Says  Eric  Schmidt — Bill  Joy's  Berkeley  col- 
league, now  chief  technical  officer  of  Sun  and  leading 
prophet  of  the  coming  software  inversion — "Sun  was  sell- 
ing the  Internet  before  the  Internet  was  there." 

Indeed,  because  Sun  computers  running  BSD  Unix 
were  the  most  robust 
vessels  for  TCP/IP, 
the  lion's  share  of  all 
host  computers  on 
the  Web  are  still 
Sun's,  and  Sun  is  ex- 
periencing an  unex- 
pected surge  of  earn- 
ings in  the  wake  of 
the  Web.  Now  the 
computer  world  is 
wielding  Marc  An- 
dreessen's browser  to 
rush  toward  the  Net, 
wrenching  the  sphere 
from  its  moorings  in 
Redmond,  and  allowing  it  to  oscillate  toward  a  new  center 
in  Silicon  Valley.  Even  Bill  Gates,  the  last  holdout  against 
Joy's  network  standard,  is  now  bundling  TCP/IP  with 
Windows  95.  Joy  must  feel  that  the  industry  is  coming 
home  at  last. 

JUST  AS  Gates  ignited  the  personal  computer  market  by 
writing  Basic  for  the  PC,  Joy  is  launching  a  new  era  on 
the  Net  by  supplying  a  suitable  software  language,  Java. 
Joy  foreshadowed  Java  at  the  1990  PC  Fonmi  conference 
when  he  said,  "Large  programs  are  embarrassing  because 
they  have  a  fixed  set  of  ideas  and  so  much  code  that  it's 
very  difficult  to  change  them.  And  they  all  tend  to  reflect 
existing  metaphors,  not  the  new  metaphors.  Everybody's 
using  C++.  That's  a  'crufty'  language.  It's  very  hard  to 
understand. 

"I'm  starting  a  small  group  to  try  to  do  something 
small — Sun  Aspen  Smallworks.  I  believe  it's  possible  to  do 
small  systems  of  a  few  hundred  thousand  lines  of  code  that 
live  in  this  world  of  persistent  distributed  objects  with 
open  protocols  [and]  make  an  incredible  difference — much 
more  than  an  extra  100,000  lines  on  a  10-million-line  sys- 
tem. So  I'm  looking  for  a  few  great  hackers." 

The  one  he  found  was  redoubtable  Sun  engineer  James 
Gosling.  Called  by  John  Doerr  of  Kleiner  Perkins  "per- 
haps the  world's  greatest  living  programmer,"  Gosling  is  a 
bearded  man  with  shaggy  blondish  hair.  He  displays  a  sub- 
dy  wounded  look  that  is  possibly  the  effect  of  a  career  that, 
to  that  point,  had  consisted  mosdy  of  brilliant  failures.  But, 
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like  Joy,  Gosling  was  eager  to  do  something  small:  to  brin; 
Sun  into  the  world  of  consumer  electronics  where  a  larg 
program  used  no  more  than  a  few  thousand  lines.  In  1992 
the  company  spun  out  a  subsidiary  named  FirstPerson  Inc 
to  pursue  this  market. 

The  goal  was  to  conceive  a  way  to  take  news,  images 
animations  and  other  real-time  functions  in  cell  sites  anc 
base  stations  and  download  them  to  handheld  devices  sue! 
as  digital  cellular  phones.  But  with  the  Newton  fiasco 
personal  digital  assistants  began  to  fall  from  favor  and  Sur 
and  the  rest  of  the  lemmings  decided  to  pursue  the  sud- 
denly seductive  siren  of  interactive  TV.  Again,  they  would 
use  the  Java  (at  the  time  called  "Oak")  programming  lan- 
guage, this  time  run- 
ning not  on  cellular 
phones,  but  in  set- 
top  boxes.  Here,  too,i 
the  programs  would 
have  to  be  elegant 
and  compact  to  use 
the  sparse  memories 
affordable  for  a  con- 
sumer appliance. 
However,  like  Jim 
Clark — and  everyone 
else — Sun  would 
soon  discover  that  in- 
teractivity merely  of- 
fers cosmetics  for  the 
corpse  of  a  dying  television  industry. 

At  this  point,  the  project  was  in  turmoil  and  former 
Apple  designer  Wayne  Rosing,  its  first  manager,  was  on 
his  way  out.  In  May  of  last  year,  Sun  technical  chief  Eric 
Schmidt  entered  the  breach,  collapsed  the  set-top  project 
into  a  joint  venture  with  Thomson  Consumer  Electronics, 
which  had  bought  RCA  and  summoned  Joy  from  Aspen. 
Joy  returned  and  spent  the  entire  summer  last  year  in  Palo 
Alto  working  with  Schmidt  and  Gosling  to  figure  out  a 
strategy  for  Java.  As  the  work  proceeded,  it  became  clear 
that  the  characteristics  of  a  language  suitable  for  PDAs  not 
only  gratified  Joy's  Laws  of  software,  but  also  fit  almost 
perfectly  the  needs  of  the  Web. 

Like  many  technology  projects  that  seem  to  spring  full- 
blown from  the  brow  of  a  genius,  Java  is  in  fact  the  fruit  of 
a  near-lifelong  quest.  Gosling's  career  began  at  age  14  in 
Calgary  when,  during  a  high  school  tour,  he  memorized 
the  code  to  the  locks  on  the  doors  of  the  computer  center 
at  the  University  of  Calgary.  He  then  regularly  admitted 
himself  to  read  computer  texts  and  use  the  DEC  PDP-8s. 
He  became  so  proficient  that  he  was  hired  a  year  later  by 
Digital  Equipment  to  write  machine  code  to  be  used  for 
analyses  of  data  on  the  aurora  borealis  from  Isis  satellites. 

Going  on  to  Carnegie  Mellon  University  to  study 
under  the  eminent  Robert  Sproull  and  Raj  Reddy,  he 
wrote  a  text  editor  called  EMACS,  a  Pascal  compiler  and  a 
thesis  entailing  the  creation  of  a  program  to  do  drawings  of 
levers  and  strings  in  visual,  interactive  models.  After  grad- 
uation in  1981,  he  joined  an  IBM  lab  in  Pittsburgh,  where 
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Many  telephone  companies  are  now  seeing  the  wisdom  of  diversification.  At  ALLTEL 
Corporation,  we've  alreadv  done  it.  We've  successfully  expanded  beyond  our  core  telephone 
msiness  into  the  faster- growing  worlds  of  cellular  communications  and  information  services. 
Ind  we're  alreadv  seeing  the  pavoff  —  an  excellent  record  of  growth  and  financial  success,  34 
rears  of  consecutive  annual  dividend  increases  and  recent  inclusion  in  the  S&P  500. 
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he  developed  the  Andrew  Windows  System.  The  first 
major  program  that  could  control  a  window  on  a  comput- 
er remotely  across  a  network,  it  never  found  a  home.  But  it 
launched  Gosling  on  a  15-year  struggle  with  the  challenge 
of  how  to  send  programs  across  a  network  that  could  be 
executed  on  other  computers. 

Gosling  had  a  breakthrough  in  1983  at  a  Sun  Microsys- 
tems conference  at  the  Red  Lion  in  San  Jose.  There,  Joy  ob- 
served Gosling's  Andrew  Windows  System  dramatically 
outperforming  a  workstation  running  Sun  View,  and  began 
a  concerted  effort  to  recruit  him.  Soon  after,  Gosling  came 
to  Sun  to  develop  a  remote  windows  system  called  NeWS 
(Networked  Extensible  Windows  System).  Initially  received 
with  great  critical  acclaim  in  the 
industry,  it  was  eventually  blocked 
by  the  X- Windows  consortium  de- 
spite performing  far  more  efficient- 
ly over  a  network.  Long  a  student 
of  object-oriented  programming 
beginning  with  the  Simula  lan- 
guage, Gosling  followed  his  NeWS 
project  with  a  compound  docu- 
ment architecture,  joining  text  and 
images.  It,  too,  garnered  much 
praise  and  paltry  use. 

Then  came  Sun's  ill-fated  pur- 
suit of  consumer  electronic  prod- 
ucts. Gosling  set  out  to  develop 
appropriate  programs  in  C++.  But 
it  soon  became  clear  to  him  that 
this  language  failed  on  nearly  all 
the  crucial  criteria.  In  particular, 
it  was  neither  reliable  nor  secure, 
which,  funnily  enough,  turned 
out  to  be  two  sides  of  the  same 
coin.  "The  gun  you  shoot  the  bur- 
glar with  can  also  shoot  you  in 
the  foot."  That  was  C++.  It  had 
pointer  code  that  allowed  rogue 
programs  to  invade  and  corrupt  a  target  operating  system. 

So  Gosling  began  revising  C++  code  into  something 
that  has  been  termed  "C++  minus  minus."  Returning  to 
the  inspiration  of  Andrew  and  NeWS,  he  adapted  the  lan- 
guage to  enable  real-time  operations  across  a  network.  In 
order  to  run  a  variety  of  different  programs  on  a  variety  of 
linked  devices,  from  set-top  boxes  to  palmtop  remotes,  he 
made  it  inherently  platform-neutral  and  nomadic.  It  would 
have  to  be  a  language  at  home  on  a  network. 

The  project  ended  with  Java,  an  efficient  programming 
language  that  is  safe,  simple,  reliable  and  real-time,  yet  fa- 
miliar to  anyone  who  has  used  C  or  C++.  Designed  for 
PDAs  on  infrared  networks,  it  turned  out  to  be  perfectly 
adapted  for  the  Internet.  Many  of  Java's  virtues  are  made 
possible  by  the  fact  that  it  is  interpreted  rather  than  com- 
piled— that  means  that  it  is  translated  line  by  line  in  real 
time  in  the  user's  computer  rather  than  converted  to  ma- 
chine language  in  batch  mode  by  the  software  vendor. 

Most  languages  are  written  in  two  stages.  The  first  is 
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source  code,  couched  at  a  level  of  abstraction  that  rarely 
reveals  its  purposes  or  algorithmic  procedures.  Normally, 
source  code  is  proprietary  and  not  revealed  to  the  user. 

The  second  stage  is  compilation.  The  compiler  trans- 
lates the  abstractions  of  the  source  code  into  "binaries" — 
the  machine  language  of  a  particular  computer,  locked  into 
the  set  of  instructions  that  its  central  processing  unit  can 
perform. 

Java,  by  contrast,  is  compiled  not  to  an  instruction  set  pe- 
culiar to  a  particular  microprocessor  but  to  a  virtual  machine 
or  generic  computer.  Putting  the  language  into  an  interme- 
diate binary  form  allows  creation  of  programs  that  are  not 
locked  into  any  particular  hardware  platform,  but  that  can 
still  be  adapted  to  run  fast.  The  in- 
termediate code  is  translated  line 
by  line  by  a  software  program 
called  an  interpreter  located  in  the 
target  computer. 

Java's  interpreters  take  up  a 
parsimonious  45  kilobytes  of 
memory.  Sun  already  has  Java  in- 
terpreters in  the  works  for  Mi- 
crosoft Windows  95,  the  Mac, 
Windows  NT  and  several  flavors 
of  Unix.  Netscape  will  include  the 
appropriate  interpreter  in  future 
versions  of  the  Netscape  browser. 
This  means  that  any  program 
written  in  Java  will  be  portable  to 
any  common  computer  platform. 
On  the  surface,  this  portability 
does  not  seem  remarkable.  All 
programs  written  in  C,  C++  or 
other  compiled  languages  can  be 
ported  to  any  target  platform  sim- 
ply by  running  the  source  code 
through  the  appropriate  compiler, 
just  as  Mosaic  was  compiled  for 
various  platforms  at  the  NCSA. 
The  difference  is  that  Java  can  be  "compiled"  line  by  line 
in  real  time.  That  is,  it  is  interpreted  in  byte-level  code  in 
the  client  machine.  This  makes  all  the  difference. 

It  means  that  programs  no  longer  have  to  reside  in  the 
machine  where  they  are  used,  or  be  written  for  that  ma- 
chine in  order  to  be  executed  by  it.  Potentially,  a  Java  pro- 
gram can  reside  anywhere  on  the  entire  Internet  and  be 
executed  by  any  computer  attached  to  the  Internet.  The 
little  interpreters — sure  to  become  cheap  and  ubiquitous  as 
they  are  distributed  by  Netscape  and  by  other  suppliers  of 
browsers — make  Java  programs  "dynamically  portable"  in 
real  time. 

Dynamically  portable  programs  are  suitable  for  a  no- 
madic existence  on  the  Net,  rather  than  a  mere  settled  life 
on  the  desktop.  Java  thus  emancipates  software  from  com- 
puter architecture.  It  offers  a  software  paradigm  radically 
different  from  the  Microsoft  model,  which  is  based  not 
only  on  static  compilation,  but  on  often-concealed,  propri- 
etary source  code. 
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Welcome  to  a  true  original  work 

of  art:  MediaConferencing?  You'll 

find  it's  so  much  more 
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and  videoconferencing. 
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you  get  true  document  sharing 

and  computing  conferencing.  So 

where's  the  best  place  to  get  started? 

MEDIACONFERENCING  IS 
RAISING  BUSINESS 

COMMUNICATIONS  TO  A 

HIGHER  ART  FORM. 

Anixter.  Nobody  knows  net- 
working like  we  do.  And  that's 
true  for  MediaConferencing  as 
well.  Participants  can  interactively 
work  on  documents;  simultane- 
ously communicate  face-to-face; 
fax  and  leave  video  messages.  Plus 
you  can  upgrade  with  evolving 
software  to  future  proof  your 
system.  For  MediaConferencing 
products  and  services  that  are 
truly  a  masterpiece,  there's  only 
ne  number  to  call: 

-800-ANIXTER 

http://www.anixter.com 

ANIXftt 


;  1995  Anixter  Inc. 
MediaConferencing  is  a  trademark  of  VTEL 


Suddenly,  the  entire  world  of  new  software  is  potential- 
ly available  to  every  computer  owner.  Rather  than  being 
restricted  to  the  set  of  programs  you  own,  you  can  use  any 
program  on  the  Net,  just  as  now  you  can  tap  any  informa- 
tion on  the  Net.  You  not  only  have  data  at  your  fingertips, 
you  have  programs  at  your  fingertips.  This  means  "exe- 
cutable content,"  as  Joy  describes  it  and  as  John  Gage 
demonstrated  in  his  speech  at  the  Westin  St.  Francis  Hotel 
this  June.  Whether  a  film,  a  graph,  an  animation,  a  real- 
time bit  stream  on  the  Nasdaq  ticker  or  the  Reuters  wire, 
a  virtual  reality  visualization,  or  a  game,  it  can  be  down- 
loaded to  your  machine  with  its  program  in  tow. 

Owning  the  operating  system  and  associated  tool  li- 
braries becomes  irrelevant  to  selling  applications.  Owning 
the  application  or  channel  becomes  irrelevant  to  selling  the 
content.  To  the  extent  that  Java  or  a  similar  language  pre- 
vails, software  becomes  truly  open  for  the  first  time.  The 
Microsoft  desktop  becomes  a  commodity;  the  Intel  micro- 
processor becomes  peripheral — the  key  "microprocessor" 
is  the  software  code  in  the  Java  interpreter. 

Interpreted  or  not,  however,  nomadic  programs  will  not 
be  permitted  to  range  the  Net  unless  they  are  also  secure 
programs.  By  several  judicious  alterations  of  C++  proce- 
dures, Gosling  made  Java  above  all  a  secure  language.  Many 
viruses  depend  on  taking  an  integer  in  the  program  and 
using  it  to  "point"  to  a  low  address  in  the  memory  where 
operating  code  resides.  Java  removes  this  pointer  conver- 
sion function.  In  addition,  incorporated  into  the  Java  inter- 
preter is  a  code  verifier.  As  soon  as  an  application  shows  up 
in  a  machine,  the  interpreter  does  an  instant  virus  scan.  Fi- 
nally, when  Java  binary  arrives  at  a  machine,  it  will  bear  an 
RSA  data  signature  that  verifies  the  source  of  the  code -and 
guarantees  that  it  has  not  been  altered  or  corrupted. 

THESE  SECURITY  provisions  make  Java  programs  the  first 
certifiable  citizens  of  the  Net.  As  Java  interpreters  become 
ubiquitous,  any  application  program  that  is  anchored  on  a 
particular  platform  and  desktop  will  eventually  become  a 
cripple,  like  a  pro  athlete  who  fears  to  fly. 

The  computer  hollows  out,  and  you  no  longer  are  con- 
cerned with  its  idiosyncrasies,  its  operating  system,  its  in- 
struction set,  even  its  resident  applications.  Instead,  you 
can  focus  on  content — on  the  world  rather  than  on  the 
desktop  architecture.  If  you  want  to  run  a  helicopter  model 
on  your  screen,  you  don't  have  to  worry  about  whether 
you  have  AutoCAD  on  your  hard  drive.  You  can  run  a 
video  of  the  helicopter  without  owning  the  right  decoder, 
whether  Indeo  (Intel's  standard)  or  MPEG-4  (designed  for 
portable  appliances)  or  dynamic  JPEG.  The  helicopter 
flies  over  the  Net  with  its  own  executable  code.  The  net- 
work is  no  longer  a  threatening  place.  If  you  want  to  use  a 
program  from  Finland,  you  don't  have  to  worry  that  it  will 
introduce  a  malignant  virus  to  your  machine. 

Your  computer  will  never  be  the  same.  No  longer  will 
the  features  of  the  desktop  decide  the  features  of  the  ma- 
chine. No  longer  will  the  size  of  your  hard  drive  or  the 
database  in  your  LAN  server  determine  the  reach  of  your 
information  processing.  No  longer  will  the  programs  in 


your  machine  determine  the  functions  you  can  perform 
The  network  is  the  computer.  The  computer  becomes  ; 
peripheral  to  the  Internet  and  the  Web. 

Since  the  release  of  Java  and  a  demonstration  Wei 
browser  called  Hotjava,  written  in  the  language  on  the 
Sun  home  page,  Gosling  has  experienced  the  kind  of  sud- 
den Internet  celebrity  undergone  by  Andreessen  and  Bina 
Unlike  Andreessen,  he  seems  somewhat  baffled  by  it  all 
But  in  the  long  run,  his  contribution  may  be  greater 
Browsers  and  servers  may  come  and  go,  but  successful 
new  languages  are  extremely  rare.  Java,  or  something  like 
it,  is  the  key  to  a  truly  interactive  Internet  and  a  fully  hoi 
lowed-out  computer. 

Recently,  Bill  Joy  made  a  presentation  to  the  Sun 
board,  outlining  an  upgrade  path  for  the  future  of  the  lan- 
guage. Joy  is  resolved  that  Java  will  not  go  the  way  of  An- 
drew and  NeWS.  Like  Jim  Clark,  he  has  even  turned  to 
the  troubled  supercomputer  arena  to  find  a  treasure  trove 
of  new  hackers.  Sun  hired  some  20  new  programmers  from 
the  recently  defunct  but  boldly  pioneering  Thinking  Ma- 
chines and  Kendall  Square  Research.  Presumably,  they  can 
learn  to  think  small. 

Gosling  shakes  his  head  at  all  the  uproar.  He  now  finds 
himself  falling  thousands  of  messages  behind  in  his  e-mail. 
Linked  to  the  Net  by  a  mere  Tl  line,  even  Sun's  Java  serv- 
er broke  down  under  the  overload.  But  Gosling  himself 
seems  to  be  holding  up  better.  His  speaking  schedule  has 
multiplied  to  a  rate  of  three  talks  a  week.  Scores  of  people 
tell  him  they  are  using  the  language  as  a  replacement  for 
C,  for  IR  (information  resource)  tools  and  for  other  gener- 
al-purpose applications.  Giant  Japanese  companies  such  as 
Sony  and  Sega  besiege  him.  Finally,  late  in  June,  even 
Berners-Lee  gave  Java  his  imprimatur  as  "one  of  the  most 
exciting  things  happening  on  the  Web  right  now." 

A  movie  buff,  Gosling  sees  Java,  Netscape  and  similar 
programs  changing  the  image  of  the  cybersphere  from  an 
alien  and  menacing  dystopia,  as  depicted  famously  in  Blade 
Runner,  into  a  realm  resembling  Star  Trek,  where  comput- 
ers are  trusted  tools.  Perhaps  this  transformation  will  favor 
the  emergence  of  the  amiable  and  gregarious  young  Marc 
Andreessen  as  the  paladin  of  cyberspace,  replacing  the 
fiercely  brilliant  but  widely  feared  Bill  Gates. 

But  as  Andreessen  admits,  a  more  likely  outcome  is  a 
massive  move  by  Microsoft  onto  the  Net  where  the  two 
will  enter  battle  with  scores  of  contenders.  This  month, 
Microsoft  announced  an  array  of  Internet  services,  under 
the  rubric  Blackbird,  with  many  interesting  features.  But 
it  works  only  with  Microsoft  Network  Services,  which 
will  not  become  truly  widespread  for  another  year.  Be- 
ginning with  virtually  no  market  share  and  a  year  or  so 
behind,  Gates  will  become  an  underdog  at  last.  Perhaps 
even  the  Justice  Department  will  notice.  In  the  age  of  the 
hollowed-out  computer,  the  king  of  the  desktop  rules  an 
emigrating  empire.  B 

—  George  Gilder's  previous  Telecosm  installment  was  'Wires  to  Waves" 
Quite  5,  1995).  For  that  and  other  previous  installments,  visit  the  Gilder 
Telecosm  Archives  at  http://www.seas.upenn.edu/-gajl/ggindex.html 
or  at  the  Discovery  Institute  at  http://www.discovery.org. 
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WITH  THIS  ONE  MACHINE 
YOU  CAN 


Now  that's  what  we  call  multi-functional. 

The  powerful  three-in-one  RICOH  MV715  is  winning 
usinesses  over  worldwide.  And  now 
ou  can  win  one  of  six  IBM3  ThinkPad3 
otebooks  just  by  witnessing  the 
emarkable  MV715  in  action. 

You'll  see  a  machine  that's  comput- 
r  connectable.  You'll  watch  as  it 


laser  prints,  emulating  the  HP  LaserJet3  HIP  with  PCL5. 
You'll  look  on  as  it  makes  digital  copies  of  amazing 
clarity,  and  faxes  documents  up  to 
H"xl7". 

To  set  up  your  private  demo  of  the 
MV715,  call  1-800-63-RICOH  for  the 
Ricoh  office  nearest  you.  But  hurry.  The 
1-800-63-RICOH     Ricoh  MV715  Sweepstakes  ends  soon. 


THE    NAME    TO    KNOW 


itftsi 


BM  And  Ttw*Pad  are  registered  trademarks  of  international  Business  Machines  Corporation  LaserJet  is  a  trademark  of  the  Hewlett-Packard  Co  ©  1995  Ricoh  Corporation 

Official  "MV715  Sweepstakes"  Rules  No  purchase  required-  To  enter,  folio*  ■How  to  Enter"  instructions  available  at  participating  Ricoh  dealers.  Residents  of  OH,  Ml,  FL,  TN  and  CA  may  obtain  alternate  entry  instructions  by 
sending  a  se*addressed,  stamped  envelope  to  'Ricoh  Alternate  Entry,"  P.  0.  Box  843R.  Gibbstown.  Ml  08027.  Program  begins  07, 25/95;  fax  entries  must  be  received  by  10/31/95,  mail-in  entries  must  be  postmarked  by 
10/31/95  and  received  by  11/07/95..  Sponsored  by  Ricoh  Corporation.  5  Dednck  Place.  West  Caldwell.  NJ  07006.  Winners  will  be  selected  by  11/20/95  in  random  drawings  conducted  by  POWER  GROUP.  INC.,  an  indepen- 
dent, jdging  organizatrer  whose  feciskxi  :s  *"s:.  Open  toU.S  residents,  21  and  older  except  emp  niees  of  Ricoh  Corporabori  and  their  farr  ies,  Its  advertising  3^  prornotjona  agencies  and  POWER  G"?0^c  INC.  Hie  < 
respective  parents,  company  affiliates,  and/or  any  other  person  or  organization  directly  connected  with  this  program.  Odds  of  winning  determined  by  number  of  entries  received.  All  federal,  state,  and  local  laws  and  regulations 
apply,  \feid  where  prohibited.  Neither  Ricoh  Corporation  nor  its  parent  company,  affiliates,  service  providers,  fulfillment  companies,  advertising  agencies  or  POWER  GROUP,  INC..  are  responsible  for  lost. 
tale,  illegible  or  misdirected  entries,  or  for  technical  maJfunctions.  fraudulent,  "incorrect  or  inaccurate  electronic  communications  whether  caused  by  the  sender  or  by  any  of  the  equipment  or  programming 
associated  with  or  utilized  m  this  sweepstakes,  or  by  any  human  error  which  may  occur  m  the  processing  of  the  entries  to  this  sweepstakes.  Prizes/  value:  Prizes  (6):  I8M®  ThinkPad®  Compute'  I 
Tota;  value  of  prizes  is  515.  000.  "^zes  are  net  ;<ans'e'3S!e  or  redeemable  for  cast!  Nc  substitubor  of  prizes  exceptb)  sponsoi  as  necessar)  due  to  availability,  if  applicable  A"  :a<ss  and  if  applicable, 
Obtaining  permission  to  accept  a  prize  is  winner's  responstrtity  Winners  will  be  notified  by  mail,  and  required  to  execute  and  return  an  affidavit  of  eligibility/liability  release  within  21  days  of  date  on  noti- 
fication, or  alternate  winners  will  be  selected.  Except  where  prohibited,  winners  agree  to  use  of  their  names  and  likeness  for  advertising  and  publicity  without  added  compensation.  For  winners'  names. 
send  self-addressed,  stamped  envelope  to:  "Ricoh  Winners.*  P.  0.  Box  843W,  Gibbstown.  NJ  08027  by  10/31/95.  Requests  will  be  fulfilled  after  sweepstakes  ends. 
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Bayern. 

At  the  peak,  research 

at  its  peak. 
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In  Bayern,  research  is  paramount. 
At  the  very  peak  of  the  Zugspitze. 
Germany's  highest  mountain, 
there's  an  atmospheric  research 
station.  Though  a  bit  lower  in 
altitude,  the  state's  other  scientific 
institutes  (the  headquarters  of  the 
world-reknowed  Max-Planck  and 
Fraunhofer  institutes  are  in  Bayern), 
universities,  polytechnics  and 
technology  transfer  agencies  all 
conduct  research  at  the  same  high 
level. 

They  also  produce  the  high-quality 
personnel  staffing  the  state's  high- 
powered  companies.  These  compa- 
nies and  their  high-performance 
products  have  scaled  the  heights  of 
the  world  market. 


Should  we  have  heightened  your 
interest  in  doing  business  in 
Bayern,  please  contact  the 
Bavarian  Ministry  for 
Economic  Affairs, 
Transport  and  Technology 
Dr.  Manfred  Pfeifer 
Prinzregentenstr.  28 
80538  Munchen/Germany 
Tel.:  (89)  2162-2642 
Fax:  (89)  2162-27  60 


Bayern. 

The  Quality  Edge 
in  the  New  Europe 


New  from  Bavaria  for  the  Web: 

a  start-up,  a  speed-up  and  a  new 
way  of  ringing  the  world. 
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Start-up:  on  June  26th  1995, 

Bavaria  (Bayern)  launched  its 

pioneering  "Bayern  Online"  Website 

(http://www.bayern.de),  the  first 

in  Europe  to  provide  in-depth 

briefings  on  sources  of 

investor  support, 

available  property, 

centers  of 

innovation 

and  other  topics 

related  to  business 

development. 


Speed-up:  Bayern  Online  has  met 
with  strong  interest  from  the  world's 
business  community,  as  has  an 
ultra-high  capacity  "spanceiver" 
microprocessor  developed  by 
Bavaria's  PEP  Modular  Computers, 
along  with  Motorola.  The  span- 
^  ceiver's  ultra-high  data  relaying 
capabilities  will 

dramatically  cut  the 
time  taken  for  WWW 
graphics  to  download  into 
the  world's  PCs. 


Ringing  up  the  world  via  the  Web:  more  and 
more  people  are  doing  just  that.  Already  the 
fastest  growing  sector  on  the  Internet,  telecom- 
munications use  is  about  to  surge,  thanks 
to  the  appearance  on  the  world's  markets 
of  the  first  truly  convenient  CTI  (computer 
telecommunication  integration)  products. 

A  prominent  example  is  the  "phoneboard"  developed 
by  Codis  Computer  GmbH  of  Ottobrunn  (a  Munich  suburb). 
Both  a  computer  keyboard  and  telecommunications  dialing 
system,  it  comes  with  attachments  for  telephone  and  mouse  and  con- 
nects directly  into  the  computer. 


Advertisement 


Bavaria:  A  Briefing 

Other  areas  have  claims. 
We've  got  the  facts. 

In  1994,  for  the  22nd  time  in  the  last 
24  years,  Bavaria's  economy  ranked  first 
among  Germany's  states,  thanks  to  a 
win  or  place  showing  in  the  country's 
individual  leading  economic  indicators: 
GDP  was  up  nearly  3%,  industrial  output 
increased  5.4%,  exports  rose  10.2%. 
Bavaria  once  more  registered  Germany's 
lowest  rates  of  unemployment  and  public- 
sector  indebtedness. 

In  1995,  Bavaria's  strong  job-creating 
economy  continues  to  outpace  those  of 
Germany's  other  states  and  nearly  all  of 
Europe.  Forecasts  are  for  Bavaria  to 
record  an  increase  in  GDP  of  at  least 
2.5%  and  to  set  yet  another  all-time 
record  for  exports.  State  unemployment 
now  stands  at  5.4%,  40%  below  the 
Germany-wide  average,  and  just  over 
half  of  the  EU-wide  figure. 

It's  a  big  state,  but  ...  Each  year, 
nearly  20  million  people  vacation  in 
Bavaria,  by  far  the  best  total  in  Germany. 
Each  year,  many  of  them  have  a  very 
hard  time  tearing  themselves  away  from 
the  Alps,  the  lakes  and  the  beer  gardens 
-  so  hard  that  they  decide  to  relocate  to 
the  state.  The  upshot:  Bavaria  has  regis- 
tered the  largest  increase  in  population  of 
any  German  state  over  the  last  20  years. 

What  are  they  all  doing  in 
Bavaria?  Working,  actually.  Over  the 
last  20  years,  Bavaria  has  created  more 
jobs  than  anywhere  else  in  Germany  - 
766,000,  most  of  them  professional  or 
skilled  positions.  The  state  has  one  of 
Europe's  highest  employment  rates:  94%. 

Sometimes  the  conventional 
wisdom  is  right:  In  a  recent,  authori- 
tative survey  of  Germany's  444  leading 
business  areas  conducted  by  Focus,  the 
German  business  weekly,  the  Munich 
suburban  area  and  Munich  itself  r~ 
first  and  second.  For  the  gre.-3 
Munich  area,  such  ranking;" 
become  routine.  The  ar  first 

in  all  recent  survey? 


LEGENDS 


Stewart  Brand 


Perhaps  inevitably,  voices  are  rising  to 
warn  us  about  the  isolation  induced  by  the  Inter- 
net, decrying  users  who  stare  at  a  screen  rather 
than  sitting  eye  to  eye  with  their  fellow  human 
beings.  Stewart  Brand  can't  imagine  what  all  the 
fuss  is  about. 

"The  telephone  is  more  intimate  than  face-to- 
face  communication,"  Brand  says.  "And  the 
Internet  is  more  intimate  than  the  phone.  Com- 
munication between  people  is  the  most  natural 
use  of  computers." 

Brand  is  no  enthusiastic  new  convert  to  what 
might  be  called  the  third  wave  of  human  intima- 
cy. Along  with  only  a  handful  of  writers,  he 
sensed  the  coming  of  something  big  back  when 
computers  were  cumbersome  and  rare.  In  1962, 
he  happened  to  be  at  Stanford  and  noticed  some 
young  researchers  using  a  university  mainframe 
to  play  a  game  called  Space  War.  Though  the 
object  was  simply  to  zap  virtual  aliens,  the  real- 
time, multiplayer  game  revealed  a  kind  of  inter- 
action that  Brand  found  intriguing — and 
prophetic.  "The  future  of  technology,"  he  says, 
"can  be  predicted  by  looking  at  what  researchers 
are  discouraged  from  doing,  whether  it's  playing 
games,  reading  wire  services  or  messing  around 
with  fuzzy  logic.  The  cool  stuff  is  still  disap- 
proved of." 

Ten  years  later,  having  won  a  National  Book 
Award  for  The  Last  Ulwle  Earth  Catalog,  Brand 
got  an  assignment  to  write  about  game  freaks  for 
Rolling  Stone  magazine.  His  research  led  him  to 
Xerox  PARC  and  Arpanet,  the  government- 
sponsored  precursor  to  the  Internet.  In  a  burst  of 
prescient  enthusiasm,  Brand's  inner  hacker  was 
born.  "I'm  a  nerd,"  he  says  proudly. 

But  perhaps  not  your  everyday  nerd.  When 

Brand  graduated  from  Stanford  in  1960  with  a 
degree  in  biology,  his  next  step  was  not  to  don  a 
lab  coat  and  sit  down  at  a  microscope.  Rather,  it 
was  to  take  on  Airborne  training  as  an  Army  first 
lieutenant  and  take  up  sport  parachuting.  In 
1966,  he  produced  a  button  that  asked:  "Why 
haven't  we  seen  a  picture  of  the  whole  Earth 
yet?"  Some  think  that  this  slightly  mischievous 
question  pushed  NASA  to  issue  the  first  portraits 
of  the  planet,  which,  in  turn,  gave  the  growing 
environmental  movement  its  central  symbol. 
What  the  slogan  gave  Brand  was  his  first  great 


notion,  The  Whole  Earth  Catalog,  an  environmen- 
tally concerned  sourcebook,  which  he  founded  in 
1968  and  edited  and  published  through  1972. 
Each  edition  sold  more  than  2.5  million  copies, 
and  established  Brand  as  a  visionary  thinker — as 
well  as  a  canny  marketer. 

Brand's  early  excitement  about  information 
technology  has  never  waned.  "The  main  event  in 
civilization  is  the  persistence  of  Moore's  Law 
[which  posits  the  doubling  of  computer  power 
every  18  months  or  so].  When  mips  double  now, 
they  get  into  huge  numbers.  We're  used  to  tech- 
nology cranking  up  gradually,  then  locking  in  for 
20  or  30  years,  but  that  kind  of  stability  is  gone. 
Change  is  now  a  constant." 

Though  a  classic  print  communicator  as  a 
writer  and  publisher,  Brand  has  reacted  to 
change  almost  ravenously.  In  1984,  he  founded 
the  Well  (Whole  Earth  'Lectronic  Link),  an  on- 
line conference  site  for  the  San  Francisco  Bay 
Area,  including  Silicon  Valley.  The  Well  now 
has  10,000  active  users  worldwide.  In  1987,  he 
wrote  a  prescient  book  on  where  technology  was 
headed  called  The  Media  Lab:  Inventing  the  Future 
at  MIT,  and  began  organizing  conferences  on 
Learning  in  Complex  Systems,  sponsored  by 
Royal  Dutch/Shell,  Volvo  and  AT&T.  Current- 
ly, Brand  works  for  the  Global  Business  Network 
in  Emeryville,  a  business  he  cofounded  to  help 
organizations  prepare  for  the  dazzling,  daunting 
future.  He  consults  for  Interval  Research  Corp. 
in  Palo  Alto,  a  technology  lab  funded  by 
Microsoft  co-founder  Paul  Allen. 

The  rest  of  the  time  Brand  spends  in  his 
office  at  the  stern  of  a  drydocked  fishing  boat, 
reading  voraciously  from  page  and  screen  (on  his 
desk  one  recent  afternoon  were  On  the  Origins  of 
War  by  Donald  Kagan  and  Nano  by  Ed  Regis), 
working  on  new  books — his  most  recent  is  a 
study  of  architectural  evolution  called  How  Build- 
ings Leani  (Viking) — and  CDs,  and  communicat- 
ing with  friends  and  colleagues  on  the  Well. 
Recently,  he  and  several  others  held  a  kind  of 
virtual  bedside  vigil  for  a  friend  dying  of  cancer. 
The  experience  was  an  intense  affirmation  of  his 
belief  in  the  intimacy  of  Internet  communication. 
"The  keyhole  is  so  narrow,"  Brand  says,  "that 
you  have  to  reach  into  yourself  to  get  through." 

— Owen  Edwards 
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NOT  SO  HOT  POTATOES 


Companies  dreaming  of  riches  on 
mass  of  consumers  are  passive 


the  Internet  be  warned:  the  gre 
to  the  max.  By  Owen  Edwards 


AS  COMPANIES  RUSH  to  stake  out  turf  on  the  Internet 
(the  digital  version  of  the  Great  Oklahoma  Land 
Rush),  America  is  dividing  into  two  disparate  camps: 
the  small,  elite  interactives  and  the  mass  interpas- 
sives.  Amazingly,  business  is  counting  on  the  former  group 
to  provide  a  substantial  market.  As  a  staunch  believer  in 
H.  L.  Mencken's  observation  that  no  one  ever  went  broke 
underestimating  the  intelligence  of  the  American  public,  I'd 
put  my  money  (if  I  had  any)  on  the  interpassives. 

First,  some  definitions.  Interactives,  by  today's  stand- 
ards, are  those  people  willing,  even  eager,  to  sit  down  at 
a  computer  keyboard  and  spend  an  hour  or  more — some- 
times much  more — pointing  and  clicking,  hunting  and 
pecking  their  way  through  chat  rooms,  news  feeds, 
obscure  forums,  the  rantings  of  wackos  and  all  the  other 
pastimes  that  currently  constitute  Net  culture. 

Interpassives  want  no  part  of  all  that.  They  find  no.  joy 
in  figuring  out  what  they  want  and  where  to  find  it. 
Instead,  overweight,  overwhelmed  and  underachieving, 
they  sit  stupefied  on  their  sofas  and  watch  the  sub-Dick- 
ensian  netherworld  beamed  out  to  them  by  Geraldo,  Sally 
Jessy,  Montel  and  the  other  sideshow  barkers  of  daytime 
television.  The  interpassive  set  and  the  TV  set  are  part- 
ners in  inertia.  A  thumb  on  the  remote  is  as  interactive  as 
things  get  on  this  part  of  the  demographic  map.  Passivity 
is  their  state  of  mind. 

All  the  heavy  breathing  about  the  Internet  these  days 
is  actually  taking  place  within  a  very  narrow  stratum  of 
society:  not  to  all  those  with  access  to  computers,  but  to 
computers  with  modems.  This  isn't  Joe  Six-pack,  or  even 
Joseph  Pinot  Noir.  Rather,  these  are  people  with  jobs 
sophisticated  enough  to  require  computer  communication 
(a  growing  number,  perhaps,  but  still  a  tiny  percentage  of 
the  population). 

One  reason  that  so  many  articles  and  books  are  pop- 
ping up  about  the  wonders  of  the  Web  is  that  they  are 
being  written — and  read — by  the  very  people  who  are 
doing  all  the  surfing.  Editors,  reporters  and  freelance 
writers  are  famously  antsy.  The  Net  has  given  them  a 
chance  to  goof  off  while  appearing  to  be  productive.  A 
trade  magazine  editor  I  know  spends  some  part  of  every 
working  hour  scanning  O.J.  news  feeds.  And  he's  not 
unusual.  If  he  hung  around  the  coffee  machine  that  much, 
some  of  his  colleagues  might  begin  to  grumble  that  he 


wasn't  pulling  his  oar. 

Not  surprisingly,  those  who  hype  the  Internet  are  pe 
pie  who  have  something  to  gain  from  it.  Advertisi 
genius  Jay  Chiat  said  recently  that  though  a  mass  aut 
ence  isn't  on  the  Net  yet,  it  will  come.  His  compar 
Chiat/Day,  has  already  discovered  a  profitable  little  sid 
line  constructing  Web  pages  for  on-line  clients  for 
much  as  $150,000.  Why,  then,  would  Chiat  want  to  suH 
gest  that  the  Internet  is  never  going  to  move  Pepsi  \ 
Reeboks  like  a  single  NBA  playoff  game? 


Critics  of  the  Internet  these  days  have  about 
much  fun  as  Amish  farmers  at  an  auto  show.  It  is  simp» 
very  uncool  to  doubt  its  power  to  change  the  worlj 
Rather  than  be  considered  a  hopeless  crank,  I  am  willir 
to  grant  that  someday,  in  some  way,  it  may.  Televisic 
was  supposed  to  change  the  world,  too,  and  it  did,  but  h 
that  change  been  for  the  better? 

One  sure  thing  is  that  those  conversant  with  the  N. 
will  be  in  the  upper  end  of  the  earning  curve;  that's  as 
has  always  been  with  new  technology.  But  not  even  a  I 
those  who  use  computers  at  work,  or  became  compute 
literate  in  college,  will  sit  voluntarily  in  front  of  a  mon 
tor  passing  the  time.  I  had  friends  in  college  who  rea 
lots  of  books  but  haven't  read  many  since. 

Anyone  who  expects  mass  conversions  of  the  vas 
legion  of  interpassives  to  the  cult  of  the  Net  will  be  die 
appointed.  Not  until  the  technology  becomes  almo< 
entirely  transparent — a  flat  touch  screen  on  the  refrigera 
tor  for  ordering  groceries,  for  instance,  or  smart  agent 
hunting  up  baseball  tickets — are  interpassives  likely  to  g 
interactive.  Until  that  vague  time  in  the  future,  the  sam 
force  will  drive  Internet  use  that  drives  PC  use:  the  abil 
ity  to  make  money. 

Most  people  who  spend  hours  at  their  computers  anl 
not  spotty  postadolescents  with  latent  agoraphobia  o 
hobbyists  with  time  on  their  hands,  but  hard  workers  wh 
know  that  the  timely  information  and  raised  productivity 
of  digital  technology  mean  bigger  bucks.  When  all  th( 
fairy  dust  has  settled,  the  interactive  class  won't  be  mucl 
bigger  than  it  is  now.  The  desperation  of  companies  tc 
stake  out  their  turf  on  the  Web  will  seem  a  curious  entr) 
in  the  Hula  Hoop  Logbook. 
— Owen  Edwards  is  angiy  that  we  won't  upgrade  his  Mac  LC. 
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THE    PETERS    PRINCIPLES 


DO  IT  NOW,  STUPID 


Rapid  prototyping,  and  plenty  of  it,  means  more  and 
smarter  products  sooner-and  with  far  fewer  bugs.  So  put  do 
that  planning  memo  and  make  something!  By  Tom  Peters 


"Effective  prototyping,"  writes  technology  guru 
Michael  Schrage,  "may  be  the  most  valuable  core  compe- 
tence an  innovative  organization  can  hope  to  have."  That's 
bold  language.  And  it  squares  with  my  experience.  More- 
over, a  flurry  of  new  research  is  focusing  on  the  lead  role 
prototyping  style  per  se  plays  in  a  company's  approach  to 
product  development. 

Prototyping,  Schrage  writes  in  "The  Culture(s)  of  Pro- 
totyping" (Design  Management  Journal),  "becomes  the 
media  franca  of  the  organization — the  essential  medium  for 
information,  interaction,  integration  and  collaboration."  He 
contrasts  organizations  that  are  "spec  driven"  (needing  to 
create  complex  prototypes  derived  from  detailed  specifica- 
tions, meticulously  developed  before  real-world  testing 
begins)  with  prototype-driven  corporations.  Innovative, 
"prolific  organizations  like  3M  and  Sony,"  he  notes,  "have 
lots  of  creative  prototypes.  Companies  that  have  rigid 
review  structures... have  fewer,  more  elaborate  and  more 
expensive  prototypes."  Schrage  draws  an  analogy  between 
prototyping  approaches  and  physics.  The  grand  tension 
between  theoretical  physicists  (think,  then  do)  and  experi- 
mental physicists  (do,  then  think)  mirrors  the  difference 
between  spec  freaks  and  the  just-do-it  nuts  in  enterprise. 

A  company's  prototyping  style  also  defines  the  organi- 
zation's metabolism.  Recalibrating  the  organization's  sense 
of  time,  says  Schrage,  is  one  of  the  most  dramatic  ways  to 
transform  the  company's  values.  When  you  are  producing 
more  prototypes  in  less  time,  according  to  Carnegie  Mel- 
lon professor  Dan  Droz,  you  talk  about  them  differently 
and  treat  them  differently  than  do  folks  who  produce  their 
trial  balloons  infrequently. 

Developing  an  effective  prototyping  culture  is  anything 
but  straightforward.  And  it  is  a  culture,  with  all  the  subde- 
ty  and  dense  intercommunications  that  implies.  Take,  for 
example,  prototyping  media.  Organizations  that  use  inex- 
pensive prototyping  media,  Schrage  observes,  tend  to  gen- 
erate more  prototypes  than  do  organizations  that  use  more 
expensive  media.  Adds  Prof.  Droz  of  Carnegie  Mellon,  the 
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strength  of  rough-prototyping  media  is  that  it  becomes  el 
ier  to  play  with  ideas,  possibilities  and  potentials.  Thl 
roughness  transforms  the  prototype  from  a  medium  til 
answers  questions  into  one  that  encourages  questions. 

Then  there's  the  politics  of  prototyping:  For  exampl 
(1)  who  controls  the  prototype,  and  (2)  who  gets  to  seeJ 
and  when?  Do  you  show  it  just  to  fellow  technocrat 
How  many  levels  of  management  are  allowed  access 
prototypes? 

I'LL  COME  ACROSS  A  REVEALING  QUOTE  IN  A  BUSINESS  PEll 
odical...or  get  asked  a  fascinating  question  at  a  senrl 
nar...or  talk  to  someone  sitting  next  to  me  on  a  plane, 
the  last  case,  I  often  end  up  phoning  my  office  in  Palo  A)J 
and  directly  ordering  up  a  new  35mm  slide. 

Forty-eight  hours  later,  in  Diisseldorf  or  Detroit,  I'M 
using  the  slide  in  a  seminar  for  600  people,  elaborating  <H 
the  underlying  story.  Sometimes  it  falls  flat.  (GoodbyP 
slide.  Goodbye,  story.)  Sometimes  it  begins  to  grow  legs] 

If  it  sings,  in  the  course  of  the  next  few  weeks  the  (suJ 
cessful)  slide  will  find  different  homes  in  my  seminars,  asl 
test  it  live.  Often  the  slide  gets  me  thinking.  I'll  notice  kill 
dred  stories.  Dig  deeper  into  the  original  story.  Make  nel 
slides.  In  a  handful  of  cases  the  seed-slide  and  its  brothej 
and  sisters  become  a  completely  new  topic  of  converse 
tion — or  even,  as  on  two  occasions,  the  basis  for  a  brand 
new  book. 

Thanks  to  Schrage,  I  now  know  what  I  am:  a  rapid  prcl 
totyper!  I  have  a  passion  for  quickly  turning  a  gleam  intl 
a  slide,  a  slide  into  a  set  of  slides,  etc.  It's  the  way  I  thinlj 
"How  do  I  know  what  I  think  until  I  see  what  I  say?"  E.JVl 
Forster  once  wrote.  Now  there's  a  tribute  to  prototyping  J 

Prototyping  enthusiast  Schrage  admits  his  evidenc 
is  anecdotal.  Me  too.  Can  we  go  further?  Yes,  say  H.  Ken 
Bowen,  Kim  Clark,  Charles  Holloway  and  Steven  Wheel 
wright,  all  senior  business  school  professors  of  manufactur 
ing    who    formed    the    Manufacturing  (continued  on  page  nt 
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A  Business  ofCqriry 


For  more  than  a  century  and  a  half,  Patek  Philippe  has  been  known  as  the 

finest  watch  in  the  world.  The  reason  is  very  simple.  It  is  made  differently. 

It  is  made  using  skills  and  techniques  that  others  have  lost  or  forgotten. 

It  is  made  with  attention  to  detail  very  few  people  would  notice.  It  is  made, 

we  have  to  admit,  with  a 
total  disregard  for  time. 
If  a  particular  Patek 
Philippe  movement  requires 
four  years  of  continuous 
work  to  bring  to  absolute 
perfection,  we  will  take  four 
years.  The  result  will  be  a 
watch  that  is  unlike  any 
other.  A  watch  that  conveys 
quality  from  first  glance  and 
first  touch.  A  watch  with  a 
distinction:  generation  after 
generation  it  has  been  worn, 
loved  and  collected  by  those 
who  are  very  difficult  to 
please;  those  who  will  only 
accept  the  best.  For  the  day 
that  you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch 
that  tells  you  something 
about  yourself,  quietly 
reflecting  your  own  values. 
A  watch  that  was  made 
to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


For  an  elegant  collector's  book  about  Patek  Philippe  illustrating  our  men's 
and  women's  watches,  send  $15  -  or  for  current  brochures,  please  write  to: 
Patek  Philippe.  One  Rockefeller  Plaza,  Suite  930  (F),  New  York,  NY  10020. 
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Both  you  and  your  competition  have  similar  goals  in  sight. 
And  who  gets  there  first  will  depend  on  who  has  a  sharper  vision 
of  the  future. 

GE  Capital  Services  can  help  you  provide  your  customers  with 
more  value -giving  you  the  competitive  edge.  Like  helping  a  major 
auto  company  develop  a  nationwide  leasing  program  within  60  days, 
which  involved  the  successful  training  of  54  dealers.  Or  helping 
a  membership  warehouse  club  achieve  growth  through  sales  while 
allowing  commercial  customers  to  buy  on  credit  for  the  first  time. 

At  GE  Capital  Services,  were  25  diversified  businesses.  Each 
one  is  dedicated  to  developing  and  delivering  products  and  services 
that  help  you  see  opportunities  before  the  competition.  Give  us  a  call 
at  1-800-243-2222.  And  see  what  the  competition  cant. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours' 


AMERICOM    •    AUTO  FINANCIAL  SERVICES    •    AVIATION  SERVICES    •    COMMERCIAL  EQUIPMENT  FINANCING 

COMMERCIAL  FINANCE    •    COMMERCIAL  REAL  ESTATE  FINANCING   •   CONSOLIDATED  FINANCIAL  INSURANCE 

EMPLOYERS  REINSURANCE  CORPORATION   •   EQUITY  CAPITAL  GROUP   •   FINANCIAL  GUARANTY  INSURANCE  CO>'- ANY 

FLEET  SERVICES    •    GECC  FINANCIAL  (HAWAII)    •    GENSTAR  CONTAINER    •    GLOBAL  CONSUMER  FINA'.CE 

GLOBAL  PROJECT  &  STRUCTURED  FINANCE   •   GNA   •   MODULAR  SPACE   •   MORTGAGE  INSURANCE 

MORTGAGE  SERVICES    •    PENSKE  TRUCK  LEASING   •    RAILCAR  SERVICES   •    RETAILER  FINANCIAL  SERVICES 

TECHNOLOGY  MANAGEMENT  SERVICES    •    TIP/TRANSPORT  INTERNATIONAL  POOL    •    VENDOR  FINANCIAL  SERVICES 
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Our  cover  story  pays  tribute  to  one  of  the  grand  personalities  of  lat  j 
20th-century  America,  scientist-businessman  Gordon  Moore.  As] 
young  Ph.D.  Moore  wanted  to  teach,  but  circumstances  pushed  hi  I 
into  business.  He'd  have  made  a  great  teacher,  but  the  whole  count  I 
is  the  richer  for  his  having  cofounded  Intel  Corp.  and  instilled  it  will 
his  vision.  Robert  Lenzner  wrote  "The  reluctant  entrepreneur.! 
which  begins  on  page  162. 


Christie  Brown's  lively  account  of  how 
Linda  Wachner  blitzed  the  women's 
swimsuit  market  has  a  message  for  any- 
one who  wants  to  understand  market- 
ing. "Swimsuits,"  Brown  explains, 
"don't  have  a  lot  to  do  with  swimming. 
They've  everything  to  do  with  looking 
sexy  and  feeling  sexy."  She  reports  that 
the  new  swimwear  is  so  well  engineered 
that  a  woman  doesn't  need  a  good  figure 
to  look  great.  She  just  squirms  what's  she 
got  into  a  suit,  and  the  suit  does  the  rest. 
Page  196. 


Though  no  household  name,  81 -year-old  Seth  Glickenhaus  is  c\ 
living  legend  on  Wall  Street,  one  of  the  few  money  runners  still  active! 
who  survived  the  Great  Depression,  World  War  II — when  he  served! 
behind  enemy  lines  in  Norway — and  everything  in  between.  Torn! 
Jaffe  had  a  ball  interviewing  the  curmudgeonly,  profane,  opinionat- 
ed old  gent  who  has  some  rather  unorthodox  views  about  the  presentl 
stock  market.  Starts  on  page  282. 

One  of  Fleming  Meeks'  first  stories  for  Forbes  back  in  1988  was] 
about  hucksters  fleecing  citizens  in  connection  with  the  govern- 
ment's cellular  telephone  lotteries.  That  made  Meeks  something  of| 
an  expert  on  sophisticated  swindles  and  alerted  him  to  more  recent 
scams  invoking  the  auctioning  of  licenses  for  personal  communica- 
tions services.  Thus  one  of  his  first  steps  toward  researching  "The 
grifters"  was  to  get  himself  on  boiler  shop  sucker  lists.  When  he  asked 
one  of  the  more  persistent  salespeople  for  some  bona  fides,  she 
referred  him  to  Marcus  Dalton  and  gave  him  Dalton's  phone 
number.  "There,"  says  Meeks,  "my  impersonation  of  a  gullible 
investor  ended.  Dalton  knew  exactly  who  I  was,  a  reporter  from 
Forbes,  and  even  quoted  from  my  1988  story  on  the  cellular 
lotteries.  Yet  he  talked  with  me  quite  freely,  even  boasting  that  he'd 
never  been  named  in  any  regulator)'  action." 

Pride  goeth  before  a  fall.  Or  so  we  hope.  If  after  reading  Meeks' 
article  the  regulators  don't  crack  down,  we'll  be  mighty  surprised. 
Page  138. 

With  some  wry  amusement  our  Chris  Palmeri  reports  this  from 
Houston:  "Having  exported  the  American  way  of  life  overseas,  we 
are  starting  to  export  the  American  way  of  death."  In  "Funereal 
prospects"  Palmeri  describes  how  Service  Corp.  International  is 
turning  the  mom-and-pop  funeral  business  into  a  multinational 
industry.  You  may  shudder  at  some  of  sci's  sales  and  pricing 
techniques,  but  you'll  have  to  admire  its  moxie.  Starts  on  page  45. 
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iPark  Avenue  Ultra. 

The  seat  of  power.  And  luxury. 

Sitting  behind  the  wheel  of  an  Ultra  has  become  one  of  the 
most  admired  positions  in  the  world.  That  is  because  of  Ultra's  abundance 
of  premium  luxury  features.  Features  that  include 
six-way  adjustable  leather  seating,  a  Concert  Sound  stereo 
system  and  a  supercharged,  225-horsepower  engine. 
To  find  out  more  about  putting  yourself 
in  the  seat  of  power,  call  ^ 

1-800-4A-BUICK.  ^ 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


|   £1995  GM  Corp.  All  rights  reserved. 
J   Park  Avenue  is  a  registered  trademark  of  GM  Corp. 
Buckle  up.  America! 
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The  Grateful  Dead's  Jerry  Garcia 

Don't  make  funeral  arrangements  yet. 


Not  Dead  yet 


The  Grateful  Dead  have  been 
one  of  the  top  touring  rock,  acts  in 
the  nation  for  almost  three  decades, 
with  legions  of  past  and  present 
flower  children  as  loyal  fans  (May 
18,  1987). 

But  last  month  chief  hippie  Jerry 
Garcia  died  from  heart  failure  in  a 
California  drug,  rehabilitation  clinic. 
So  does  the  bell  toll  for  the  Dead 
phenomenon? 

Not  likely.  Jerry's  death  blotted 
out  the  Dead's  chances  of  matching 
the  S52  million  grossed  last  year  on 
the  group's  tour.  But  death  has  a 
way  of  resurrecting  record  sales. 

According  to  SoundScan,  the 
month  after  grunge  rocker  Kurt 
Cobain  committed  suicide,  album 
sales  for  his  group  Nirvana  quadru- 
pled. Dreaming  of  Ton,  a  post- 
mortem album  by  the  recently  mur- 
dered Mexican  singer  Selena, 
reached  number  one  in  August  on 
the  Billboard  charts. 

There's  already  been  a  run  on 
Grateful  Dead  albums  in  record 
stores.  And  after  months  of  negotiat- 
ing, Arista  Records  signed  a  deal  with 
the  Dead  just  before  Garcia's  death 
to  start  distributing  die  group's  old 
live  recordings.  Only  a  few  of  riiese 
recordings  had  been  previously 
released — and  then  only  through  die 
Dead's  own  distribution  network. 

-Robert  La  Franco 


Fit  for  a  prince 

TWO  YEARS  AGO  FORBES  thought 

legendary  hotelier  Isadore  Sharp 
had  steered  his  cachet-laden  Four 
Seasons  Hotels  through  an  industrl 
downturn  (July  19,  1993).  Not  so.  j 
In  1993  Four  Seasons  took  a  S95 
million  writedown  on  poor  real 
estate.  Revenues  fell  by  24%,  to  S7 
million,  and  debt  climbed  to  $268 
million. 

Sharp,  now  63,  started  shop- 
ping for  a  new  investor  last  year, 
but  insisted  on  maintaining  control 
His  name  is  so  intertwined  with  the 
company  that  each  time  he  tried  to 
sell  shares,  the  stock  slid.  Sharp  has 
not  sold  a  single  share  since  starting 
the  business  in  1960. 

A  hard  sell?  Not  to  Saudi  Prince 
Al-waleed,  who  agreed  to  buy  27% 
at  a  63%  premium  in  November. 
Since  then,  Four  Seasons  has  sold 
four  hotels  to  pay  down  debt,  and  it 
opened  two  new  luxury  ones  in  Asia, 
early  this  year.  For  the  first  half  of 
1995  earnings  almost  doubled  to 
S6  million,  and  the  Toronto-listed 
stock,  at  a  recent  13 'A,  is  up  33% 
since  the  prince  bought  in. 

Sharp  made  $23  million  on  the 
deal,  but  he  still  has  68%  voting 
control  and  no  plans  to  retire. 
His  successor  is  still  unknown,  but 
he  says:  "My  son  is  still  in  the 
business."     -Natasha  Bacigalupo 

Sex  sells 

Last  spring  William  Westerman, 
chief  executive  of  Las  Vegas'  Riviera 
Hotel  &  Casino,  was  beefing  up  the 


"Disco  dolly"  performing  at  the  Riviera 
The  cheesecake  strategy  pays  off. 
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One  For  Me.  and  One  For  Me. 

GODIVA 


Chocolatier 


ip3  Start  |  windows  95 


©1995  Microsoft  Corporation.  Microsoft.  Windows  and  the  Windows  logo  are  registered  trademarks  and  Where  do  you  want  to  go  today?  and  the  Windows  Start  logo  are  trademarks 
of  Microsoft  Corporation.  Contact  us  at  http://www.windows.microsoft.com  for  more  information  about  the  Windows  95  operating  system. 


All  the  power  of  Windows  95  may  be  accessed  from  a  convenient  new  location  that's 
always  within  reach.  The  Start  button. 

Among  other  things,  it  can  help  you  find  files,  adjust  the  settings  on  your  computer 
or  open  any  application  you  have.  And,  once  open,  you  can  return  to  a  program  any- 
time you  like  by  simply  clicking  its  icon  on  the  taskbar  (represented  by  the  brightly 
colored  objects  next  to  the  Start  button  below).  Your  whole  life  should  be  so  easy. 


Start 


Microsoft 


WHERE    DO    YOU    WANT    TO    CO    TODAY?' 


T  li  e    Legend    I 


cftbrirf* 


As  you  drive  up  from  Sunset  Boulevard,  The  Beverly  Hills  Hotel 

may  at  first  seem  unchanged.  But  once  inside,  you  will  fully  appreciate 

that  with  the  two-and-one-half-year  restoration  of  our  legendary  resort, 

much  has  been  gained,  and  nothing  has  been  lost. 


On  Sunset  Boulevard  •   Beverly  Hills,  California  90210 

TeUpkone:  (310)  276-2251  •  (800)  283-8885 
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Spectacular  Views  of  Diamond  Head  &  Maunalua  Ba 


6  Poipu  Drive  (photo) 

Koko  Head,  Honolulu,  Hawai 

•  6  Bdrms  •  8  1/4  Baths  •  Swimming  Pool  •  Gym 

•  2  Master  Suites  •  Over  2,000±Sq.  Ft.  Lonai's 

•  7,271±Sq.  Ft.  on  42,000+  Sq.  Ft.  Ocean  Front  Lot 
Open  House 

Sept.  1,2,3,6,9, 10,  &  14  •  12  Noon  -4  P.M. 


45  Niuiki  Circle 

Maunalua  Bay,  Honolulu,  Hawaii 

•  3  Bdrms  •  1  3/4  Baths  •  Separate  Apartment 

•  Swimming  Pool  •  Lorge  Landscaped  Lot 

•  One  House  from  the  Ocean 
Open  House 

Sept.  3, 6, 9, 10,  &  14  •  12  Noon -4  P.M. 


Auction  conducted  by  J^EGzG  DYNATREND  on  behalf  of  the  United  States  Customs  Service. 
For  more  information  and  color  brochure,  please  contact 


cheesecake  to  compete  with  larger 
rivals'  theme  parks  and  other  famil) 
fare  (May  8). 

So  far  the  showgirl  strategy  seem: 
to  be  working.  Last  quarter  net 
income  quadrupled,  to  $1.07  a 
share.  Riviera's  thinly  traded  stock  i 
up  125%  since  May,  to  a  recent 
40 Vi.  In  contrast,  mgm  Grand,  Las 
Vegas'  largest  casino,  lost  14  cents  a 
share  last  quarter,  down  134%. 
More  competition  is  on  the  way, 
with  four  new  casinos  scheduled  to 
open  over  the  next  two  years. 

While  Westerman  thinks  the 
Riviera  will  hold  its  own  with  its  sex 
and  gambling  formula,  he's  hedging, 
his  bets.  The  casino  expects 
approval  from  bondholders  to 
invest  in  troubled  casino  properties 
outside  Las  Vegas. 

-Riva  Atlas* 

Silver  lining 

When  we  last  visited  jeweler  Tiffany 
&  Co.  (Nov.  11,  1991),  the  country 
was  in  a  recession,  diamond  shop- 
ping was  the  furthest  thing  from 
consumers'  minds  and  earnings 
were  on  the 
decline.  Has  the 
shine  returned? 
Brighter  than 
expected,  thanks 
to  some  shrewd 
marketing. 
Chief  Executive 
William  Chaney 
has  downplayed 
Tiffany's  upper- 
crust  image  and 
focused  on  lur- 
ing a  relatively 
■■■■■  downscale 

crowd.  That 
includes  putting  out  "how-to"  dia- 
mond and  pearl  buying  guides  and 
advertisements  to  inform  the  wary 
that  Tiffany  diamonds  start  below 
$1,000. 

In  Japan,  Tiffany  has  slashed 
prices  from  levels  once  nearly  dou- 
ble New  York  rates.  Last  quarter, 
sales  in  Japan  were  up  1 1%. 

Revenues  should  rise  15%  in  the 
year  to  next  January,  to  $787  mil- 
lion, and  earnings  23%,  to  $2.27 
per  share.  Tiffany's  stock,  at  a 
recent  42,  is  up  33%  since  May. 

-Caroline  Waxler    ■■ 
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A  Tiffany  store 

No  longer  just  for 

the  superrich. 
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WITH  THIS  ONE  MACHINE 
YOU  CAN 


Now  that's  what  we  call  multi-functional. 
The  powerful  three-in-one  RICOH  MV715  is  winning 
usinesses  over  worldwide.  And  now 

Ilou  can  win  one  of  six  IBM®  ThinkPad® 
Notebooks  just  by  witnessing  the 
lemarkable  MV715  in  action. 

You'll  see  a  machine  that's  comput- 
er connectable.  You'll  watch  as  it 


THE    NAME    TO    KNOW 


KICOH 

1-800-63-RICOH 


laser  prints,  emulating  the  HP  LaserJet®  NIP  with  PCL5. 

You'll  look  on  as  it  makes  digital  copies  of  amazing 
clarity,  and  faxes  documents  up  to 
Il"xl7". 

To  set  up  your  private  demo  of  the 
MV715,  call  1-800-63-RICOH  for  the 
Ricoh  office  nearest  you.  But  hurry.  The 
Ricoh  MV715  Sweepstakes  ends  soon. 


IBM  And  ThinkPad  are  registered  trademarks  of  International  Business  Machines  Corporation.  LaserJet  Is  a  trademark  of  the  Hewlett-Packard  Co.  © 1995  Ricoh  Corporation 


Official  -MV715  Sweepstakes"  Rules  No  purchase  required.  To  enter,  follow  "How  to  Enter'  instructions  available  at  participating  Ricoh  dealers.  Residents  of  OH,  Ml,  FL,  TN  and  CA  may  obtain  alternate  entry  instructions  by 
sending  a  self-addressed,  stamped  envelope  to  'Ricoh  Alternate  Entry,'  P.  0.  Sox  843R.  Gibbstown,  NJ  08027.  Program  begins  07/25/95;  fax  entries  must  be  received  by  10/31/95,  mail-in  entries  must  be  postmartxed  by 
10/31/95  and  received  by  11/07/95.  Sponsored  by  Ricoh  Corporation,  5  Oedrick  Place.  West  Caldwell.  NJ  07006.  Winners  will  be  selected  by  11/20/95  in  random  drawings  conducted  by  POWER  GROUP,  INC.,  an  indepen- 
dent judging  organization  whose  decision  is  final.  Open  to  U.S.  residents.  21  and  older,  except  employees  of  Ricoh  Corporation  and  their  families,  its  adverbsing  and  promotional  agencies  and  POWER  GROUP,  INC.,  their 
respective  parents,  company  affiliates,  and/or  any  other  person  or  organization  directly  connected  with  this  program.  Odds  of  winning  determined  by  number  of  entries  received  All  federal,  state,  and  local  laws  and  regulations 


apply.  Void  where  prohibited.  Neither  Ricoh  Corporation  nor  its  parent  company,  affiliates,  service  providers,  fulfillment  companies,  advertising  agencies  or  POWER  GROUP,  INC.  are  responsible  for  lost, 
late  illegible  or  misdirected  entries,  or  for  technical  malfunctions,  fraudulent,  incorrect  or  inaccurate  electronic  communications  whether  caused  by  the  sender  or  by  any  of  the  equipment  or  programming 
associated  with  or  utilized  in  this  sweepstakes,  or  by  any  human  error  which  may  occur  in  the  processing  of  the  entries  to  this  sweepstakes  Prizes/  Value:  Prizes  (6):  IBM®  ThinkPad®  Computer /$2,500. 
Total  value  of  prizes  is  $15,000.  Prizes  are  not  transferable  or  redeemable  for  cash.  No  subsbtution  of  pnzes.  except  by  sponsor  as  necessary  due  to  availability,  if  applicable.  All  taxes  and.  if  applicable, 
obtaining  permission  to  accept  a  prize  is  winner's  responsibility.  Winners  will  be  notified  by  mail,  and  required  to  execute  and  return  an  affidavit  of  eligibility/liability  release  within  21  days  of  date  on  noti- 
fication, or  alternate  winners  will  be  selected.  Except  where  prohibited,  winners  agree  to  use  of  their  names  and  likeness  for  advertising  3nd  publicity  without  added  compensation.  For  winners'  names. 
send  self-addressed,  stamped  envelope  to:  "Ricoh  Winners."  P.  0.  Box  843W.  Gibbstown.  NJ  08027  by  10/31/95.  Requests  will  be  fulfilled  after  sweepstakes  ends. 
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Call  collect 

Marc;  Teller  and  Barn,'  Miller  had 
a  nifty  scam  going  until  last  spring. 
Sex-chat  phone  marketers  sold  lists 
of  their  deadbeat  clients  to  the  duo's 
collection  agency  to  recover  unpaid 
funds.  Teller  and  Miller  figured  they 
could  milk  their  victims  for  more 
than  just  the  phone  charges.  "They'd 
call  you  up  and  say,  'Yo,  chat-boy, 
I'm  gonna  tell  your  boss  or  your  little 
lady  about  this.'  The  guys  were  so 
scared  they'd  pay  up,"  says  a  former 
Assistant  U.S.  Attorney.  In  17 
months  Teller  and  Miller  bilked  $3 
million — not  counting  what  they 
recovered  for  the  real  debt.  They're 
serving  52  months  in  the  slammer. 

Dressed  to  swill 

Big  companies  are  having  a  few  sec- 
ond thoughts  about  the  new  dress- 
down -Fridays.  Frankie  Cadwell, 
president  of  Cadwell  Davis,  the  New 
York-based  advertising  agency,  said 
that  the  human  resources  folks  at  IBM 
have  been  appalled  by  the  new  at- 
tire, dubbed  FridayVVear:  "Relaxed 
for  the  office  doesn't  mean  some- 
thing a  man  wears  to  wash  his  car."  In 
the  spring  the  IBM  people  saw  a  Cad- 
well-designed  clothing  ad  for  Bagir 
and  asked  Cadwell  to  put  on  a  fash- 
ion show  at  a  restaurant  near  their 
headquarters  to  show  their  employ- 
ees what  relaxed  is  all  about.  Says  Joe 
Silverberg,  a  men's  specialty  retailer 
in  Chicago:  "To  most  people,  casual 
stuff  is  topsiders,  corduroy  pants 
they've  been  wearing  around  the 
house  on  Saturdays  for  the  past  ten 
years."  Hey,  folks,  casual  is  not  syn- 
onymous with  slovenly. 


»    *   m 


Love  is  money-blind 

Kimba  Wood,  the  federal  judge 
who  captured  headlines  by  sending 
Michael  Milken  to  jail,  is  back  in 
print.  Now  she's  the  tabloid-dubbed 
"Love  Judge"  estranged  from  her 
journalist  husband  and  having  a 
steamy  affair  with  money  manager 
Frank  Richardson.  Richardson's  wife, 
who  hopes  to  be  his  ex  soon,  got  her 
hands  on  a  diary  Frank  kept,  and  the 
tabloids  are  having  a  fine  old  time 
with  it. 

Richardson  was  a  partner  at  high- 
flying Wesray  Capital  during  the 
Eighties,  when  the  private  firm 


Picture  this 

The  RAGE  for  fiscal  austerity  has 
reached  the  Connecticut  state  por- 
trait gallery.  An  oil  portrait  of  every 
Connecticut  governor  hangs  in  the 
state's  Supreme  Court  building — 
each  new  item  costing  $35,000  from 
the  tight  state  budget.  First  the  leg- 
islature considered  honoring  Lowell 
P.  Weicker  Jr.,  the  state's  new  ex- 
governor,  with  an  $8,500  photo  por- 
trait. Now  they're  looking  to  snag  a 
cheaper  portraitist. 


Snappy  dresser 

Balding  cosmetic  surgeon  Dr. 
Anthony  Pignataro  of  Buffalo  beats 
the  windblown-rug  problem  by 
bolting  his  toupee  to  his  head — a  de- 
vice of  Pignataro's  own  design.  The 
hairpiece  has  tiny  metal  pegs  that  snap 
into  the  surgically  embedded  titani- 
um implants  in  his  skull.  Pignataro 


earned  centimillions  for  him  and  part- 
ners William  Simon  and  Raymond 
Chambers,  but  the  partners  cashed  in 
their  chips  in  1990  and  the  firm 
hasn't  done  much  since.  Neither  ap- 
parently has  Richardson,  who  may 
not  be  quite  the  Midas  the  tabs  make 
him  out  to  be:  Word  is  Richardson 
has  taken  out  a  margin  loan  of  as 
much  as  $50  million  against  his 
holdings  at  Wesray.  Interest  on  that 
loan  plus  alimony  and  child  support 
will  make  quite  a  dent  in  his  budget. 
Can  two  people  live  comfortably  on 
a  federal  judge's  salary? 


can  do  the  same  for  you  at  a  cost  of 
$3,000  to  $5,000. 

Says  Pignataro:  "I  don't  think  of 
it  as  a  toupee  but  as  hair  prosthesis." 


flair,  t 

j  ind  Start 

iproval 

is: 


Reduced  exposure 

When  thf;  first  Starbucks  java 
joint  opened  on  Seattle's  historic  Pike 
Place  in  1971,  a  voluptuous  mer- 
maid above  the  entrance  beckoned  to 
passersby.  Today  Starbucks  has  640 
cafes  around.  Probably  figuring  the 
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Dpless  mermaid  wouldn't  swim  in 
liddle  America,  Starbucks  replaced 
er  with  a  rather  sexless  black- lined 
rofile  of  a  woman  with  long  flowing 
air.  But  the  original  merwoman  is 
afe.  Pike  Place  is  a  historical  district, 
nd  Starbucks  Corp.  would  need 
pproval  from  the  Seattle  Historical 
Commission  to  replace  the  luscious 
ishwoman  with  her  more  corporate 
ounterpart.  M 


Starbucks  goes 
corporate 
From  sexy 
mermaid  to 
sexless  lady. 


Today,  business  insurance  needs  span  the  globe.  That's  why  Wausau  arranges 

property  /casualty  coverages  and  loss  control,  claim  handling,  underwriting  and 

other  services  almost  anywhere  in  the  world.  All  while  delivering  the  quality 

service  you're  used  to  getting  from  us  in  your  own  backyard. 


WAUSAU 


Wausau  Insurance  Companies.  2000  Westwood  Dr..  Wausau,  WI  54401    1-800-269-7771  A+  A.M.  Best  Rating 
Nationwide"  Insurance  Enterprise 


iMiMaaa 


u 


No  doughnuts 
in  heaven? 

Sir:  Re  "Lies,  damned  lies  and  medi- 
cal statistics'1  (Aug.  14).  Over  the  past 
15  years  I  gained  some  50  pounds 
towing  the  conventional  wisdom  and 
eating  "right."  Starting  five  months 
ago,  I  started  eating  all  the  "wrong" 
foods — eggs  and  bacon  for  breakfast, 
hamburgers  (no  bun)  for  lunch.  In 
the  process  I  lost  30  pounds  and  find 
myself  with  at  least  twice  the  energy. 
Those  in  the  "know"  tell  me  I  will  die 
young.  Maybe.  But  thin,  and  feeling 
fit  as  a  fiddle! 
-Rurik  B.  Halaby 
Ridgewood,  N.J. 


Sir:  At  last,  someone  with  some  com- 
mon sense  has  articulated  what  so 
many  ordinary  people  have  sensed  for 
a  long  time.  The  health  nazis  are 
everywhere — determined  to  make  ev- 
eryone feel  that  they  are  committing  a 
major  crime  if  they  indulge  them- 
selves in  even  the  slightest  pleasure. 
We  only  go  through  this  life  once  and, 
to  my  knowledge,  there  are  no  choco- 
late-covered doughnuts  served  in 
heaven  or  hell. 
-Mary  A.  Fitzgerald 
Arlington  Heights,  III. 


Sir:  You  may  be  correct  that  exercis- 
ing for  40  years  only  adds  a  year  to 
one's  life,  but  this  misses  the  more 
important  point:  High  energy,  low 
stress,  positive  perspective  and  fewer 
sick  days  are  all  tangible  benefits  of 
vigorous  exercise  and  good  nutrition. 
My  one  hour  run  even'  morning  is  my 
most  productive  time,  and  I  arrive  at 
the  office  literally  miles  ahead  of  my 
competition  ever}'  day. 
-John  R.  Laughlin 
Frederick,  Md. 

Sir:  You  wonder  how  the  New  En- 
gland Journal  of  Medicine  can  advo- 
cate moderate  consumption  of  alco- 
hol to  prevent  heart  disease  even  as  it 
features  research  describing  how 
drinking  could  trigger  a  heart  atttack 
or  stroke.  After  carefully  placing  the 
new  findings  in  context,  the  Journal 
authors  conclude  that  "only  a  small 
proportion  of  the  beneficial  effects  of 
moderate  drinking  is  neutralized  by 
the  small  increase  in  blood  pressure 
associated  with  heavy  drinking."  So, 
where's  the  conflict? 
-Steven  Marks 
Oak  Park,  III. 

Sahin  versus  Salk 

Sir:  Re  Fact  &  Comment  (July  31). 
The  world  is  blessed  to  have  known 
both  Drs.  Albert  B.  Sabin  and  Jonas 
Salk.  The  Sabin-Salk  rivalry  highlights 
an  important  point  about  competi- 
tion in  medicine.  Separately,  each  vac- 
cine is  good.  Together  they  are  un- 
stoppable. Each  man  reached  a  higher 
level  because  the  other  was  there  to 
push.  Both  deserve  our  recognition 
and  gratitude. 

-H.R.  Shepherd 

Chairman  of  the  Board 

Albert  R.  Sabin  Vaccine  Foundation 

New  Canaan,  Conn. 

Love  your  lawyer 

Sir:  In  Side  Lines  (Aug.  14)  you  state 
that  "Lawyers  pooh-pooh  trusts  and 
defend  the  traditional  probate  court 
system."  You  should  know  that  the 
American  Law  Institute  has  devel- 
oped a  model  law  called  the  "Non- 
Probate  Transfers  Law,"  the  purpose 
of  which  is  to  avoid  probate.  Many 
lawyers  concentrate  on  helping  clients 
avoid   probate.   You   and  your  staff 


would  not  have  the  freedom  of  til 

press  which  you  enjoy  if  it  were  not  f j 

lawyers. 

-Frank  J.  Lane  Jr. 

St.  Louis,  Mo. 

If  only? 

Sir:  Re  Informer  (July  31).  It  is  ncl 
clear  that  the  patent  referred  to  woulH 
render  ammonium  nitrate  unusable  i| 
explosive  devices.  In  CongressionJ 
testimony,  the  holder  of  the  paten  I 
Sam  Porter,  acknowledged  that  hil 
small  scale  testing  was  not  conclusivtl 
ici  Explosives,  one  producer  of  ami 
monium  nitrate,  subsequently  testecl 
the  patented  product  and  demon] 
strated  that  it  did  detonate. 
-Ron  Phillips 
Vice  President 
The  Fertilizer  Institute 
Washington,  D.C. 


t 


History  rerun 

Sir:  Re  "An  unnecessary  war"  (Aug! 
14).  My  hat  is  off  to  you  for  warningf 
of  the  dangers  of  a  weak  military  that 
is  leading  the  U.S.  to  a  vulnerability 
not  experienced  since  the  early  1940s. 
In  1996  the  total  active  duty  force  of 
the  U.S.  Army  will  be  the  smallest  thatj 
it  has  been  since  1940.  It  will  not 
reach    500,000   soldiers,  placing  us 
eighth   in  the  world  behind  South 
Korea,  Pakistan  and  Vietnam.  Cur- 
rent budget-cut  discussions  center  on 
cutting  the  active  duty  Army  even 
further.  There  are  more  uniformed 
police    officers    in    New   York    City 
(roughly  38,000)  than  there  are  ac- 
tive duty  infantry  soldiers  in  combat 
units  in  the  U.S.  Army  (33,000).  Ifwe 
are  not  going  to  repeat  the  history  of 
the  Second  World  War,  our  political 
leaders  better  wake  up. 
-Kerry  Kirschner 
Sarasota,  Fla. 

Sir:  While  democratic  West  Germany 
has  been  atoning  for  its  share  of  the 
Holocaust  for  decades,  communist 
East  Germany  refused  to  do  so.  Only 
since  German  reunification  in  1991, 
and  the  passage  of  new  laws  of  restitu- 
tion, has  the  former  East  Germany 
joined  in  addressing  injustice  stem- 
ming from  the  Nazi  Holocaust. 
-Peter  Y.  Sonnenthal 
Washington,  D.C. 


20 


Forbes  ■  September  11,  1995 


> 

ti-i  - 

r _ 

tflBlM 

' 

'£? 


T  jmilliu 
lis  can  be  filled  with  other  things. 
Like  land,  for  instance. 
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can't  make  more  land.  But  we' can  do  helped  conserve  natural  resources.  And 

re  to  protect  what  we  have.  In  fact,  last  that  left  another  litde  corner  of  the  world 

r  Phillips  Petroleum's  plastics  recycling  all  alone.  At  Phillips,  that's  what  it  means 

fit  processed  over  100  million  contain-  to  be  The  Performance  Company.  mg> 


This  effort  reduced  landfill  waste  and      PHILLIPS  PETROLEUM  COMPANY  ^ 

n  annual  report  on  Phillip*  Ireahh,  environnvntal  and  safety  performance,  write  to:  HES  Report,  16  Al  PB,  Bartksville,  OK  74004. 
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The  Mercedes-Benz 
SL-Class.  For  more 
information,  call 
1-800-FOR-MERCEDEl 
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no  additional  charge 
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I/Vith  all  thy  getting  get  understanding" 


act  and  Comment 


ty  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


SADLY,  A  RIGHT-ON  QUESTION 

A  WELL-KNOWN  talk  show  host  frequently  puts  this  question  to  guests  on  his  pro- 
gram: "Can  you  think  of  one  issue  on  which  President  Clinton  hasn't  changed 
his  position?"  No  one  has  been  able  to  come  up  with  one  yet.  Can  your 

THE  GREAT  FLAW 


the  different  telecommunications  bills  passed  by  the 
louse  and  Senate  is  that  neither  does  away  with  the  major 
obstacle  to  realizing  our  full  potential  in  this  dazzling  area: 
regulations  preventing  telephone  and  cable  companies 
rom  jointly  providing  a  single  high-capacity  line.  We'll  miss 
mormous  opportunities  unless  this  is  changed.  Regulators 
mreasonably  fear  that  allowing  the  fiber  lines  of  phone 
Icompanies  to  be  linked  to  the  coaxial  lines  of  cable  opera- 
|tors  would  somehow  be  anticompetitive,  monopolistic. 

Right  now,  computers  can  process  millions  of  bits  of 
(information  per  second.  Regular  copper  telephone  wires 
lean  handle  only  a  few  thousand  bits  per  second,  a  major 
reason  the  graphics  of  on-line  computer  services  are  so 


slow  and  primitive.  Fiber,  by  contrast,  can  handle  com- 
puter-like amounts  of  information.  So  can  coaxial  cable, 
although  not  on  the  scale  of  fiber.  Fiber  is  too  expensive 
to  string  directly  to  homes,  but  in  most  households 
coaxial  cable  is  already  in  place.  Link  that  cable  with  a 
fiber  optic  line,  and  your  personal  computer  will  have 
infinitely  faster  access  to  infinitely  more  individuals  and 
services  on  the  Internet.  All  the  promises  of  interactivi- 
ty— and  then  some — would  be  quickly  realized.  As  long 
as  there  is  open  access  to  the  fiber-cum-cable  line,  the 
real  competition  will  come  from  vendors  filling  this  large 
pipeline  to  the  computer. 

Congress  is  not  addressing  this  basic  issue. 


HOW  TO  CURE,  NOT  KILL,  MEXICO 


(Mexico's  shockingly  miserable  second  quarter  effec- 
tively refutes  those  turnaround  stories  Washington  and 
Mexico  City  were  peddling  a  short  while  ago.  Both  gov- 
ernments should  finally  recognize  that  their  policies  of 
last  December  have  been  a  disaster  and 
need  to  be  promptly  changed. 

Our  Treasury  Department  urged 
Mexico  to  devalue  the  peso,  and  the 
new  president  who  took  office  in 
December  did  just  that.  The  results 
were  absolutely  predictable — a  shatter- 
ing of  confidence  that  sent  the  peso 
plummeting  far  bevond  what  the  politi- 
cians had  desired,  which  then  reignited 
a  debilitating  inflation  and  sent  interest 
rates  soaring.  This,  combined  with 
effectively  halving  people's  incomes, 
destroyed  a  rising  middle  class  and  sent 


Mexico's  GDP 
Tumbled  10.5% 
In  2nd  Quarter 

Worst  Decline  Ever  Raises 
Concerns  About  Ability 
To  Get  Past  Recession 


the  economy  into  a  depression.  The  crime  of  devaluation 
was  compounded  by  ill-advised  tax  increases. 

Mexico  should  immediately  tie  the  peso  to  the  dollar 
and  have  the  Bank  of  Mexico  vow  that  monetary  policy 
will  be  geared  solely  to  maintaining 
that  level.  Income  tax  rates  for  middle- 
and  lower-income  individuals  need  to 
be  reduced  substantially.  The  capital 
gains  levy,  which,  as  written,  is  partic- 
ularly harsh  on  small  businesses, 
should  be  scrapped. 

With  these  measures,  Mexico  would 
rapidly  resume  Pacific  Rim-esque  growth 
rates,  and  the  government  could  con- 
centrate its  efforts  on  what  it  originally 
intended  to  do,  such  as  reforming  its 
corrupt  judicial  system  and  battling  the 
growing  menace  of  drug  lords. 


-Wall  Street  Journal 


MAGNIFICENT  MAYOR 


New  York  M^yor  Rudolph  Giuliani  is  compiling  an 
extraordinarily  successful  record  combating  crime. 

Under  the  leadership  of  Giuliani-appointed  Police 
Commissioner  William  Bratton,  the  Big  Apple's  finest 
have  slashed  the  murder  rate  almost  40%  over  the  past  1 8 


months.  Few  other  American  cities  come  remotely  close 
to  this  achievement.  Other  categories  of  crime,  such  as 
robbery,  have  also  shown  dramatic  declines. 

Good  management  is  the  key.  Instead  of  being  reac- 
tive, the  department  is  now  proactive.   Precinct  corn- 
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manders  are  held  directly  responsible  for  what  happens 
in  their  territories.  Each  week  top  police  officials  meet 
before  war-room-like  maps  to  see  what  areas  are  experi- 
encing an  upsurge  in,  say,  drug  dealing.  The  police  then 
immediately  throw  in  "resources"  to  fight  the  problem. 

If  a  suspected  dealer  is  not  found  with  drugs,  he  can 
certainly  be  frisked  for  an  illegal  weapon  or  some  other 
contraband.  There  is  effective  coordination  among 
patrolmen,  detectives  and  the  narcotics  division. 

New  York's  amazing  turnaround  dispels  several  debil- 
itating myths,  especially  the  notion  that  there  isn't  much 
law  enforcement  can  do  about  crime.  Sure,  demograph- 
ics (young  people  commit  a  disproportionate  number  of 
violent  acts),  the  nature  of  preferred  drugs  (heroin  use 
breeds  passivity,  while  crack  does  the  opposite)  and  other 
macro-factors  play  a  role.  But,  as  in  business  and  in  other 


IG  EleC 


activities,  management  is  the  most  important  factor. 

What  is  remarkable  is  how  little  attention  the  media  i 
paying  to  Giuliani's  phenomenal  success. 

The  Mayor  is  also  making  impressive  progress  fighting 
welfare  fraud.  By  effectively  checking  claims,  New  York  i:  j 
rejecting  60%  of  those  who  apply  for  welfare.  Auditors  art.  /I 
discovering  that  claimants  have  jobs  or  are  collecting  ben- 
efit checks  from  Connecticut,  New  Jersey  or  even  othei 
parts  of  New  York  State.  The  Mayor  is  convinced  thal\ 
when  the  same  audits  are  applied  to  current  recipients  there 
will  be  substantial  reductions  in  those  receiving  welfare.       / 

Mayor  Giuliani  is  in  the  Republican  doghouse  for  hav-' 
ing  endorsed  Governor  Mario  Cuomo  against  his  suc- 
cessful Republican  challenger.  The  GOP  should  wel-i 
come  the  Mayor  back  into  the  fold.  His  is  a  powerful 
demonstration  of  how  effective  local  government  can  be. 


/ 


REAL  CARE  FOR  THE  KIDS 


Rkhorming  our  anti-adoption  laws  must  be  a  top  pri- 
ority. There  are  almost  2  million  couples  willing  to  adopt 
in  this  country.  There  are  some  500,000  children  in  the 
foster  care  system.  Yet  only  50,000  children  are  actually 
adopted  each  year,  about  half  the  ^^^^^_^ ^^ 
number  of  25  years  ago. 

Since  the  1960s,  a  combination  of 
perverse  laws  and  bureaucratic 
decrees  have  made  it  exceedingly  dif- 
ficult for  couples  to  adopt  children. 
Today  would-be  parents  must  too 
often  use  private  agencies  and  spend 
astronomical  amounts  of  money  to 
succeed.  At  the  same  time,  state 
agencies  go  out  of  their  way  to 
return  children  to  natural  parents, 
even  in  the  face  of  overwhelming 
evidence  of  repeated  violent  abuse. 

The  basic  reforms  are  straightfor- 
ward: A  couple  should  be  eligible  to  adopt  a  child  with  a 
minimum  of  delay  and  red  tape  if  they  appear  to  be  sta- 
ble and  are  financially  secure.  Government  adoption  ser- 
vices should   be  privatized,  which  would  make  them 


Baby  Richard,  age  four,  removed  from 
adoptive  parents  after  a  cruel  court  decision 
that  ignored  best  interests  of  the  child. 


own  bureaucratic  interests.  A  greater  effort  should  be 
made  to  involve  churches  and  other  charitable  organiza- 
tions in  helping  minority  parents  adopt  minority  chil- 
dren. Interracial  adoptions,  however,  should  no  longer  i 
^^^^_^^^^_  „  be  taboo.  Better  that  a  child  go  into 
a  caring  home  even  if  the  parents  are:! 
of  a  different  race  or  ethnicity.  A  sta- 
ble living  environment  should  be  the 
key  consideration. 

When  a  mother  does  decide  to 
give  up  her  baby  for  adoption,  there 
should  be  no  visitation  rights  and  no 
second  thoughts.  It's  grossly  unfair 
to  adoptive  parents  to  receive  a  baby 
and  then  later  lose  the  child  after 
protracted  legal  proceedings. 

"Open   adoption"   should  also  be 
prohibited.  In  Oregon,  for  instance,  bi- 
ological parents  may  visit  adoptive  par- 
ents whenever  the  mood  suits  them.  This  is  not  good  for  die 
child  and  is  extraordinarily  stressful  to  the  adopting  couple. 

Such  changes  would  help  give  countless  thousands  of 
youngsters  a  better  opportunity  and  fulfill   numerous 


more  responsive  to  the  needs  of  the  child  than  to  their     couples'  desire  to  raise  children. 

THE  MORE  THINGS  CHANGE  . . . 


THIS  QUOTE  from  a  letter  (in  The  Forbes  Magazine 
Collection)  by  Representative  (later  President)  James  A. 
Garfield  nearly  125  years  ago  is  a  timely  reminder  that  this 
is  not  the  first  time  the  Senate  has  lagged  the  House  of 
Representatives  in  passing  essential  legislation:  "I  am  push- 
ing on  in  the  old  way,  working  about  fifteen  hours  a  day — 


Ten  of  my  twelve  great  appropriation  bills  have  passed  the 
House,  and  the  other  two  are  nearly  ready.  The  Senate 
have  passed  but  four  and  are  moving  slowly — I  don't 
think  we  shall  get  through  before  the  middle  of  June." 

In  those  days  Congress,  despite  the  tardy  Senate,  could 
pass  appropriations  before  the  new  financial  year  began. 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  C.T.— 111  East  22nd  St.  (Tel.:  995-8500).  Appetizers, 
staggeringly  delicious.  Try  "crepaze"  (a  watercress  mousse 
stuffed  with  Stilton  cheese  in  a  thin,  crispy  pancake)  or 
jumbo  ravioli  with  white  truffle  oil  and  seasonal  mush- 
rooms. Entrees  maintain  this  level  of  quality. 

Circus  Restaurant — 808  Lexington  Ave.,  near  62nd 
St.  (Tel.:  223-2566).  What's  needed  is  an  expert  ring- 
master. Brazilian  specialties,  produced  amateurishly;  reser- 
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vations,  mishandled;  service,  poor;  attitude,  lackadaisical. 

•  America— 9-13  East  18th  St.  (Tel.:  505-2110).  Gargan- 
tuan amphitheater  ideal  for  the  young  and  hip  (those  wear- 
ing everything  black  except  the  nose  ring).  Cholesterol  reigns 
supreme  in  the  outstanding  macaroni,  Philadelphia  cheese 
steak,  meatloaf  and  other  American  varieties.  Sendee,  brusque. 

•  Morton's  of  Chicago — 551  Fifth  Ave.,  at  45th  St. 
(Tel.:  972-3315).  Steak  is  fine  but  very  expensive.       ■■ 
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GoldStar 

The  future  is  making  sense 


ell   see   richer  colours.   She'll   see   sharper  dearer   pictures.   Shell   even   see   the   person   she's 
king  to  on  the  telephone.  Our  commitment  to  the  future  will  see  to  that. 

vanced  Audio/Visual  Equipment  '  Home  Appliances  'Computers  *  Office  Automation  'Multimedia 


HOW  TO  CARRY 
BILLION  POUNDS  AND  STAY 
FAST  ON  YOUR  FEET. 


L 


A  billion  pounds  here.  A  billion  pounds  there. 
You  might  expect  all  that  tonnage  to  slow  down 
an  operation.  But  not  The  CF  Companies. 

We're  the  nation's  first  family  of  freight  trans- 
portation providers,  with  customer-focused 
capabilities  ranging  from  regional  and  nationwide 
trucking  to  worldwide  airfreight,  from  truckload, 
ocean  and  intermodal  services  to  warehouse  and 
logistics  management.  And  we  can  bring  to  bear 
the  industry's  most  sophisticated  blend  of  horse- 
power and  brainpower  to  your  transportation  and 
logistics  needs. 

So,  whether  you're  shipping  software  or 
menswear,  farm  machinery  or  pharmaceuticals, 
The  CF  Companies  get  the  job  done.  By  air  or 
by  sea,  on  the  rails  or  over  the  road,  consistently 
on  time.  With  a  commitment  to  communication, 
cost  management  and  advanced  Electronic  Data 
Interchange  technology  that  makes  it  all  possible. 

To  find  out  how  we  can  carry  the  load  for 
your  company -quickly  and  cost-effectively- call 
1-800-520-8465  for  a  copy  of  our  worldwide 
resources  brochure. 

THE  CF  COMPANIES 


CF  MotorFreight,  Emery  Worldwide,  Con-Way  Transportation  Services,  Menk  Logistics 


COnSOLIDflTED  FREIGHTWRYS,  IRC. 

WE  PUT  YOU  MILES  AHEAD 


The 
Company 


Other  Comments 


Worldly  Woes 


A  Gallup  poll  found  that  one  adult 
American  in  seven  couldn't  locate  the 
U.S.  on  an  unmarked  world  map.  One 
in  four  couldn't  find  the  Pacific  Ocean. 
I've  read  that  12  million  Americans 
didn't  know  Washington,  D.C.,  is  the 
nation's  capital.  Those  are  adults!  Our 
children  score  even  worse.  Americans 
aged  18  to  24  came  in  dead  last  in  a 
Gallup  geography  survey  compared  to 
their  counterparts  in  most  of  Western 
Europe,  Ganada,  Japan  and  Mexico. 
-Markie  Hunsiker,  mapmaker  for 

the  National  Geographic  Society, 

The  Washinjjtonian 

Just  Say  "No" 

The  impression  of  the  Republican 
Party  that  emerged  from  [the  United 
We  Stand  America  Convention  in] 
Dallas  is  that  of  a  feeble,  unprinci- 
pled, confused  organization,  lacking 
a  rationale  and  needing  a  Ross  Perot 
to  provide  one.  This  is  nonsense.  But 
why  did  the  Republicans  choose  to 
legitimize  this  nonsense? 

The  GOP  since  November  has  al- 
tered the  entire  political  landscape, 
embarked  on  a  series  of  fundamental 
and  far-reaching  reforms,  sharpened 
its  differences  with  the  Democratic 
Party  and  revitalized  itself.  It  does 
not  need  Mr.  Perot's  imprimatur. 

If  the  GOP  wants  to  increase  its 
appeal  to  disaffected  voters,  it  should 
simply  go  about  its  business;  articu- 


late an  intellectually  and  morally  seri- 
ous agenda;  act  in  a  principled  man- 
ner; and  ignore  Ross  Perot. 
-William  J.  Bennett, 

co-director,  Empower  America, 

Wall  Street  Journal 


The  interface  between  ethics  and 
science  will  be  the  new  frontier  of 
politics — and  that  places  on  the 
shoulders  of  democratic  leaders 
the  obligation  to  be  at  least  part- 
time  scientists  and  philosophers. 
-Zbigniew  Brzezinski, 

Center  for  Strategic  & 

International  Studies 


Engaging  Observation 

In  America  people  spend  as  much  as 
two  years  on  wedding  preparations; 
the  marriage  seldom  lasts  that  long. 
-Olaeur  Johann  Olaesson, 
Absolution 

Go  for  the  Globe 

The  U.S.'  NOT-sb-SECRET  weapon  in 
the  Cold  War  was  information  for  and 
contact  with  people  living  under  total- 
itarian regimes.  We  engaged  our  po- 
tential adversaries  in  debate  and  discus- 
sion about  the  values,  ideas  and  inter- 
ests that  guide  the  U.S.  in  world  affairs. 
An  independent  United  States  In- 
formation Agency  will  be  even  more 
crucial  in  a  world  that  is  ever  more 


"A  gentleman  farmer  he's  nor!" 
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democratic,  ever  more  integrated  intol 
a  global  market  economy,  ever  more] 
linked  by  electronic  communications.] 
Increasingly,  relations  between  coun- 
tries will  depend  upon  the  percep- 
tions and  interests  of  the  public.  U.S. 
foreign  policy  must  go  beyond  gov- 
ernment-to-government     relations  I 
and  reach  the  people  of  the  world. 
-Senator  Joseph  Lieberman 
(D-Conn.),  in  support  of  the 
USIA,  during  debate  of  S.908 

Illness  Within 

We  have  fled  from  our  cities.  We 
have  permitted  the  spread  within  our 
country  of  wastelands  ruled  not  by 
the  Constitution  and  lawful  authori- 
ty but  by  the  anarchic  force  of  mer- 
ciless killers.  We  shrink  in  fear  of 
teenage  thugs  on  every  street. 

How  to  change  this,  how  to  recov- 
er heart  and  spirit,  how  to  save  the  lives 
and  souls  of  millions  of  children — in 
short,  how  to  respond  to  the  undeni- 
able numbers:  this  will  be  the  real  mea- 
sure and  test  of  our  political  system.  ! 
But  more  than  that,  it  will  be  the  mea- 
sure of  our  own  days  and  work,  the 
test  of  our  own  lives  and  heritage. 
-Adam  Walinsky,  Atlantic  Monthly 

Horseradish  Sense 

Pennsylvania  State  University  re- 
searchers have  demonstrated  that 
minced  horseradish  root  can  be  used 
to  remove  phenols — toxic  byprod- 
ucts of  steel  and  iron  manufacturing, 
paper  bleaching,  pesticide  produc- 
tion and  other  industries — from 
industrial  wastewater. 

An  enzyme  in  the  condiment  when 
added  with  'peroxide  to  wastewater 
causes  phenols  to  precipitate,  allow- 
ing them  to  be  removed  by  filtration. 
[Extracting]  the  enzyme  is  expensive, 
making  the  cost  of  purifying  66,000 
gallons  of  wastewater  about  $2.5  mil- 
lion. Using  minced  horseradish, 
which  works  as  well,  costs  only  $920. 
[The]  head  of  the  research  team  says 
that  studies  on  potatoes  and  radishes 
suggest  that  other  plant  materials  also 
may  help  in  wastewater  treatment. 
-National  Wildlife  magazine         Bi 
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warn 


The  days  of  the  bloated  business  are  over. 


Ballooning  costs.  Bulging  warehouses.  Is  your  business  growing  in 
the  wrong  places?  Let  GE  Information  Services  relieve  some  of  the  pressure. 

We  help  you  reduce  swollen  inventories  and  take  the  bulk  out  of  your 
business,  so  you  can  be  faster  in  your  markets,  more  responsive  to  your  cus- 
tomers and  more  attractive  to  your  shareholders.  We  enabled  a  major  elec- 
tronics manufacturer  to  cut  supplier  cycle  times  from  6  days  to  1  and  slash 
warehouse  space  requirements  by  50%.  Another  client  has  increased  sales- 
force  producthity,  allowing  salespeople  to  double  the  amount  of  "face  time" 
they  can  spend  with  clients  and  prospects. 

GE  Information  Services  works  with  thousands  of  the  world's  best 
known  businesses  to  help  reduce  costs  and  improve  profitability.  Our  busi- 
ness productivity  solutions  can  help  you  expand  where  you  really  want  to — 
in  your  marketplace. 

Productivity.  It's  All  We  Do.SM 


GE  Information  Services 


For  more  information,  please  call  I-800-560-GEIS,  or  write  GE  Information  Services,  MC07F3, 
401  N.  Washington  St.,  Rockville,  MD  20850.  Find  us  on  the  Internet  at  http://vuw.ge.com/geis. 
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than  you  i 


LEADERSHIP.   Companies  that  have  it  possess  the  vision 
to  reinvent  themselves  by  recognizing  and  leverag- 
ing global  business  opportunities.  A  The  way  A*~ 
Rockwell,  over  the  last  ten  years,  has  transformed 
itself  into  a  dynamic  commercial  force. 
A  Today  Rockwell's  leadership  is  reflected 
in  a  sales  mix  that  is  more  than  70  percent 
commercial  and  international  business. 
Making  us  a  rapidly  growing  $12.5             & 

billion  force  in 


Changing  Sales  Composition 


Aerospace 

and 

Defense 


Commercial 

and 

International 


IP* 


1994 


1984 


From  1984 
to  1994,  Rockwell 
changed  its  sales 
mix  to  70  percent  commercial  and 
international  fry  leveraging  new  technolo- 
gies and  products,  unique  synergies,  and 
global  opportunities  to  aggressively  serve 
its  customers. 


diverse  markets 

ranging  from 

avionics  and 

automotive  components  to 

industrial  automation  —  while 


ii 


Automation       A       Avionics       ▲       Telecommunications       ▲       Defense    Electronics 


OS: 





e  in  Rockwell 
i{  imagined. 


maintaining  our  leadership  positions  in  aerospace  and 
defense  electronics.  A  Whether  we're  putting 
^  our  Collins  avionics  on  every  major  airline. 

Putting  our  brakes  on  75  percent  of  all  new 
big  rigs.  Printing  two-thirds  of  America's  daily 
A       newspapers  on  our  Goss  presses.  Or 
J^  building  a  $3.5  billion  global  indus- 

trial automation  enterprise  with  our 
wfc      Allen- Bradley  and  Reliance  Electric 

businesses.  A  It's  time  to  change  your 
perception  of  Rockwell.  For  further 
information  about  our  activities,  write 
to  Rockwell,  P.O.  Box  4251,  Dept.  FBU, 
Seal  Beach,  CA  90740-8251.  These  days,  we're  a  very 
different  company  from  the  one  you  think  you  know. 


ospace       A       Automotive       A       Graphic  Systems 


'1*  Rockwell 


Don  Vinegar 


Don  Vinegar  doesn't  have  to  paint  that  smile  on  -  it's  all  his. 
He  earned  it  by  getting  through  a  bout  with  cancer,  not  the 
kind  of  thing  that  usually  leaves  people  whooping  it  up.  But 
Don  has  left  the  problem  so  far  behind,  so  completely  behind, 
that  he  can  onlv  feel  a  little  delirious. 


is  smiling  on  the  inside  too. 


For  one  thing,  his  finances  are  fine.  In  plain  language,  AFLAC 
insurance  helped  stop  his  money  from  flowing  out  of  his 
pocket  through  the  holes  in  his  health  coverage.  (What  Don 
discovered  is  that  AFLAC,  being  experts  in  this  sort  of  thing, 
really  made  a  difference.)  He's  fine.  Life  is  fine. 

So  here  you  see  Don,  happy,  healthy  and  over  it.  Hallelujah! 


AFLAC  is  #/  in  Payroll  Marketing'  with  more  than  100,000  payroll 
accounts  in  the  U.S.  For  information  on  this  simple,  cost  effective 
wav  to  strengthen  vour  employee  health  plan,  please  call  toll-free: 
1-800-99-AFLAC  (1-800-992-3522). 


AFLAC  Incorporated  is  a  Fortune  500'  company. 


j^FIAC 


Insuring  Over  38  Million 
People  Worldwide 


Commentary 

in  events  at  home  and  abroad 


Jy  Caspar  W.  Weinberger,  Chairman 


THE  PENTAGON  GETS  IT  RIGHT 


There  is  not  often  occasion  to  praise  elements  of  the 
linton  Administration's  foreign  policy,  but,  to  give 
credit  where  credit  is  due,  let  it  be  said  that  at  least  the 
Pentagon  understands  we  must  remain  fully  engaged — 
including  the  deployment  of  our  military — in  the  Pacific. 

In  view  of  the  Administration's  behavior  toward  Japan 
and  its  casual  willingness  to  give  the  North  Koreans  every- 
thing they  sought  and  more,  it  is  doubtful  that  President 
Clinton  understands  the  enormous  importance  of  main- 
taining the  alliances  and  military  relationships  we  have  with 
our  closest  allies  and  friends  in  the  Pacific.  But  the  Pen- 
tagon, in  its  recent  report  "Secur- 
ity Strategy  for  the  East  Asia-  f 
Pacific  Region,"  has  got  it  right.      ^ 

The  report  calls  unequivocally  •? 
for  U.S.  leadership  in  the  Pacific 
Rim  region  and  for  reinforcing  our 
alliances  with  Japan,  South  Korea, 
Singapore  and  others,  for  main- 
taining our  forward- based  military 
presence  and  for  developing  re- 
gional institutions  to  comple- 
ment, not  replace,  our  leadership. 

Carrying  out  this  strategy  will 
not  be  easy.  There  are  many  oppo- 
nents, foremost  being  the  rest  of 
the  Administration.  The  constant,  ignorant  and  clumsy 
attempts  to  force  Japan  to  buy  more  U.S.  goods,  the  fail- 
ure to  keep  up  our  military  strength,  and  the  highly  ama- 
teurish attempts  at  foreign  policy  in  other  parts  of  the 
world  cause  our  Pacific  friends — whose  support  we  ur- 
gendy  need — to  look  elsewhere  for  leadership.  This  is 
why  the  Pentagon  report  is  welcome,  even  with  all  the 
burdens  our  leadership  in  that  part  of  the  world  requires. 

There  are  voices  in  Japan  mouthing  the  current  fashion- 
able phrase  that  Japan  should  become  an  "ordinary  coun- 
try," meaning,  among  other  things,  that  it  should  give  up 
its  security  relationship  with  the  U.S.  and  acquire  its  own 
military.  Other  voices  want  no  military  at  all  but,  instead,  a 
network  of  trade  and  other  alliances — all  excluding  the  U.S. 

In  the  U.S.  there  are  misguided  academics  who  feel  we 
should  threaten  ta  withdraw  most  of  our  military  presence 
and  help  in  the  region  as  "leverage"  in  persuading  Japan 
to  open  more  of  its  markets.  The  folly  of  this  thinking  is 
that  it  is  as  vitally  important  for  us  to  remain  a  presence  in 


U.S.  F-16s  at  Japan's  Misawa  Air  Base,  home  to 
the  35th  Fighter  Wing:  Our  presence  in  the  East 
Asia-Pacific  region  is  a  boon  for  both  countries. 


the  Pacific  as  it  is  for  Japan  to  have  us  do  so.  Others  think 
we  should  let  Japan  reject  its  war-renouncing  constitution 
because  Japan  could  then  "engage  in  equitable  risk-shar- 
ing." Japan  can  do  this  anytime  it  wishes. 

The  supply  of  this  sort  of  academic  nonsense,  as  can  be 
read  in  the  July/August  issue  of  Foreign  Affairs,  is  appar- 
ently unlimited:  "The  U.S.  commitment  to  maintaining 
troops  and  bases  in  Japan  well  into  the  21st  century  short- 
circuits  this  renewed  internal  debate  [about  becoming]  an 
ordinary  country."  In  short,  this  article  contends  that  our 
continued  military  help  prevents  Japan  from  adopting  war  as 
a  policy,  from  building  up  its  own 
military  and  even  from  encouraging 
a   "healthier   liberal   democracy." 
Most  of  us  who  served  in  WWII 
would  prefer  Japan  to  remain  as  it  is. 
All  of  this  reflects  the  danger 
of  the   Clinton  Administration's 
"other"  Pacific  strategy — if  it  can 
be  so  described — of  angering  and 
worrying  our  allies  in  the  region. 
The   more  we   display  weakness 
and  indecision  in  Bosnia,  Somalia 
and  Russia,  to  say  nothing  of  our 
appeasement  of  North  Korea,  our 
Japan-bashing    in    trade    matters 
and  our  confusion  in  dealing  with  China,  the  more  diffi- 
cult it  will  be  for  us  to  implement  the  Pentagon's  sound, 
long-range  strategy  for  East  Asia.  Pacific  Rim  nations 
will  increasingly  regard  the  U.S.  as  unreliable. 

It  is  in  America's  national  interest  to  remain  fully  en- 
gaged in  the  Pacific  and  to  accept,  live  up  to  and  justify 
our  leadership  there.  Our  $400  billion  annual  trade  in 
the  region  is  but  one  compelling  reason.  North  Korea, 
with  its  large  military  and  its  nuclear  capability  that  will 
only  be  enhanced  bv  our  absurd  agreement  to  give  the 
North  two  1,000-megawatt  light-water  nuclear  reactors; 
China,  with  its  huge  military  and  its  future  clouded  by 
the  instability  that  will  follow  the  death  of  Deng  Xiaoping; 
and  Russia,  with  similar  political  instability  and  some 
25,000  nuclear  warheads,  are  just  three  more  reasons  for 
the  U.S.  and  our  Pacific  friends  to  remain  strong  allies. 
The  real  danger  is  that  because  his  only  foreign  policy 
is  to  get  reelected,  Mr.  Clinton  may  ignore  the 
Pentagon's  sound  strategy.  Hi 
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And  They  Thought  \ou'd 
Have  Nothing  in  Common. 


It's  hard  to  disagree  on  true  cigar  taste. 
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the  new  Mita  AF-IOOO 


^ 


The  new  Mita  AF-IOOO  is  four  machines  in  one.  It  has  more  capabilities  than  any  multi-function 
machine  in  its  class.  Its  a  whole  office  in  two  square  feet.  For  a  free  Interactive  Disk 
or  more  information,  call  1-800-ABC-MITA.  The  times  demand  Mita. 
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•Information  processing  and  related  equipment 
computers  and  peripheral  equipment. 
Source:  U.S.  Department  of  Commerce 


tie  economic 
lowdown  in  the 
sond  quarter 

lit  overall 

J.S.  capital 

Investment— 

temporarily. 


A  surge  in 
chipmaking 
investment  in 
the  "rest  of  the 
world,"  mostly 
Korea  and  Taiwan, 
boosted  world 
spending  on 
semiconductor 
equipment  by 
40%  a  year 
since  1993. 


Semiconductor  manufacture  is 
the  hottest  segment  in  the  capital  in- 
vestment boom.  It's  a  worldwide 
phenomenon,  with  the  U.S.  claiming 
the  lion's  share  of  the  proceeds. 

Total  world  shipments  of  equip- 
ment to  make  semiconductors  were 
running  steady  for  several  years  at 
around  $8  billion  a  year.  Then  in 
1993  capital  spending  by  the 
world's  chipmakers  exploded.  By  the 
second  quarter  of  this  year  total 
world  investment  in  this  equipment 
was  running  at  an  annual  rate  of 
over  $23  billion  (see  chart  below). 

As  this  chart  shows,  the  "rest  of 
the  world" — mostly  meaning  South 
Korea  and  Taiwan — accounts  for  most  of  the 
surge.  South  Korean  makers  such  as  Samsung 
Electronics  and  Hyundai  Electronics  are 
now  buying  equipment  at  an  annual  rate  well 
in  excess  of  $2  billion,  up  from  $717  million 
in  1990. 

Taiwanese  makers  aren't  far  behind.  They 
are  now  investing  at  a  $l-billion-a-year  rate,  up 
from  $90  million  in  1990. 

Japan?  Since  the  start  of  1994  Japanese 

Made  in  the  U.S.A. 

Whoever  spends  the  money,  Americans  are 
likely  to  receive  the  major  share  of  it.  According 
to  the  Semiconductor  Equipment  &  Materials 
Institute  (semi) — the  equipment  makers  trade 
association — U.S.  equipment  makers  have 
around  a  50%  share  of  total  world  sales.  Japanese 
makers  take  around  a  44%  share,  with  the  rest 
going  to  European  makers. 

The  largest  company  in  the  chipmaking 
equipment  business  is  Applied  Materials,  of  San- 
ta Clara,  Calif.  Its  sales  rose  to  $1.8  billion  in 
1994  (almost  two-thirds  from  exports),  up  from 
$567  million  in  1990  and  could  hit  over  $2.7 
billion  this  year.  Other  leading  U.S.  equipment 

The  chipmaking  boom 

Worldwide  shipments  of  semiconductor  equipment  ($bil) 


North  America 
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Source:  Semiconductor  Equipment  &  Materials  Institute 


semiconductor  makers,  too,  have  begun  to  in- 
vest more  rapidly,  despite  Japan's  weak  econo- 
my and  general  investment  slump.  They  are  now 
investing  in  equipment  at  a  $7.5  billion  annual 
rate,  up  from  a  $3  billion  to  $4  billion  average  in 
previous  years.  Note  that  after  adjusting  for 
the  yen's  recent  strength,  the  Japanese  compa- 
nies are  spending  a  few  more  yen  to  buy  a  lot 
more  semiconductor  producing  power. 

For  a  more  mature  market  the  U.S.' 
growth  in  semiconductor  investment  is  note- 
worthy, too,  and  the  absolute  numbers 
even  more  so.  Investment  in  chipmaking 
equipment  in  the  U.S.  in  the  early  1990s 
ran  at  annual  rates  varying  from  $2.5  billion 
to  $3  billion.  By  the  second  quarter  of  this 
year,  it  had  more  than  doubled,  to  a  $6.5 
billion  annual  rate. 

A  feature  of  chipmaking  investment  in  the 
U.S.  is  the  growth  of  inward  investment  by 
foreign  chipmakers.  Hyundai  Electronics  of 
America,  for  example,  has  announced  plans  to 
build  a  $1.3  billion  plant  in  Eugene,  Ore.,  to 
begin  operation  in  early  1997.  This  inward  capi- 
tal flow  helps  the  foreigners  gain  access  to  the 
growing  U.S.  electronics  market,  and  to  our 
relatively  low  production  costs. 


makers  sharing  in  the  boom  include  Lam  Re- 
search, Varian,  Schlumberger  and  Eaton  Corp. 

This  investment  boom  in  chipmaking  is  not 
about  to  fizzle  out.  Worldwide,  there  are  40  new 
wafer  fabrication  lines  in  the  works  to  be  com- 
pleted in  1996.  Since  1992  U.S.  equipment 
makers  have  taken  in  more  orders  each  month 
than  they  deliver;  their  backlog  is  growing. 

As  the  computer  revolution  spreads 
throughout  society — see  this  issue's  cover  story 
on  computer  visionary  Gordon  Moore 
(p. 162) — the  $22 -billion-a-year  world  market 
for  memory  chips  alone  is  expected  to  reach 
$170  billion  by  2005.  The  joke  around  the 
chipmaking  equipment  industry  is  that  Bill 
Gates  of  Microsoft  must  be  secretly  working 
for  the  memory  chip  makers,  since  his  new  Win- 
dows 95  operating  system  will  increase  the 
typical  memory  required  in  a  well-equipped  PC 
from  today's  8  megabytes  of  ram  to  maybe  32 
megabytes.  The  trend  will  continue. 

There  is  new  chipmaking  technology  on  the 
way  that  will  drive  the  investment  boom  through 
the  end  of  the  decade.  Even  before  the  industry 
has  hit  a  peak  in  switching  to  the  larger  8-inch 
wafers,  such  companies  as  Motorola  and  Sam- 
sung have  announced  that  they  are  working  on  12- 
inch  wafers.  Both  companies  say  that  they  expect 
to  be  making  jumbo  wafers  by  1998.  H 
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Keith  Johnson,  chief  economist  at  Sanford  C.  Bernste 
&  Co.,  Inc.,  is  encouraged  by  the  drop  in  new  unen 
ployment  claims.  The  week  ended  Aug.  12  marked  tl 
third  consecutive  week  that  initial  jobless  claims  wei 
below  340,000  workers.  Whereas  the  U.S.  gross  dome 
tic  product  grew  only  0.5%  (annualized)  in  the  secon 
quarter  of  1995,  Johnson  expects  1.5%  growth  in  th 
third  quarter.  Another  sign  that  the  economy  is  pickin 
up  steam:  In  July  the  Federal  Reserve's  industrial  pre 
ducrion  index  rose  0.2% — the  first  gain  in  four  months. 
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Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.75% 

Auto  sales  year  to  date  vs  1994' 

Ward's  Automotive 

-3.2% 

Index  of  leading  indicators  June  vs  May 

Dept  of  Commerce 

0.2% 

Trade  balance2 1 2  months  ended  June  1 995 

Dept  of  Commerce 

-$120  bil 

All-commodity  producer  price  index1  July  vs  June 

Depl  of  Labor 

0.0% 

GDP  2nd  quarter  vs  1st — annualized  growth 

Dept  of  Commerce 

0.5% 

M24  (3-month  change) — annualized  growth 

Federal  Reserve 

6.8% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  7/31/95.  ^otal  goods  and  services.  Wholesale  goods. 
'  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


t-  ''■■ 


m 


far  tii 


In  tit 


*  it  market 


dustry 
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The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 
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Personal  income  (Sbiihons)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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At   the   beginning    of  the   century  a 

1  -four  minute  mile  seemed  far  beyond 

capabilities     of    any    human     being. 

That's       why       Roger       Bannister's 

minute     59.4     seconds     at     Oxford 


1954    wasn't  just    an    extraordinary 
orting    achievement,    it    demonstrated 
w   far    the    human    race    had    evolved. 
In    the    early    70s,    a    challenge    to 
e   market   leaders   of  the   civil   aircraft 
dustry    appeared    to    be    beyond    the 
pabilit\es  of  any  European  manufacturer. 
So    how    far    has    Airbus    Industrie, 
hich  was  launched  with  no  track  record 
f    any     kind,     evolved     in     25    years? 
Today,    Airbus    Industrie    is    a    world- 
lass    industrial    giant    with    an    hourly 
urnover    of    $1     million,     supplying     a 
zomplete   range   of  modern   aircraft   to 
30%     of    the     world's     leading     airlines. 
And    what   of  the   challenge   to   the 


ther  competitors?  The  race  is   well  and   truly  on   with   30%  of  the  market  captured  for  large  commercial  aircraft  and  a 
further  $50  billion  worth  of  orders  on  the  books.   Which  goes  to  prove  what  EXTRAORDINARY  THINGS  CAN  BE  ACHIEVED 


when  you   set  your  sights   determinedly   on    a    clear  and    simple    objective.  ^ 


AIRBUS  INDUSTRIE 


SETTING  THE  STANDARDS 


Aye,  in  each  of  our 
Harris  Tweeds,  there's  a  wee 
bit  o'  heather,  and  sky  and  th 
craggy  moors  of  Scotland. 


Have  ye  never  been  to  the  west  coast 
of  Scotland,  then? 
Well,  among  the  windswept 
islands  of  the  Outer  Hebrides,  there's  one 
small  island  with  two  names  -  the  Isle  of 
Lewis  and  Harris  -  where  all  the  world's 
Harris  Tweed  comes  from. 

And  if  you  want  to  know  why 
our  Lands'  End*  Harris  Tweed 
jackets  look,  feel  and  wear  so 
splendidly,  you  have  to  begin 
here. 

Mother  Nature  painted  this 
island  with  a  subtle  palette  - 
the  grays,  greens  and  browns 
of  the  moors,  the  pale  sands  of 
the  beaches,  the  clear  blues  of  the 
crashing  seas. 

And  generations  ago,  the  men  of 
Harris  borrowed  these  colors.  They  dyed 
them  into  the  wool  of  the  local  black 
faced  sheep.  And  the  Harris  women 
spun  it  into  yarn  during  many  a  long 
winter  evening. 

If  s  the  traditional  patterns  that  make  a 
Harris  Tweed  so  bonnie,  though.  They 
go  back  a  century  and  more  -  to  the  time 


Lady  Dunmore  first  had  them  woven  for 
her  aristocratic  friends.  (They'd  come  to 
shoot  grouse  in  the  Highlands.) 

The  patterns  are  as  intricate  as 
a  Harris  family  tree.  They're  still 
handwoven  at  home  by  crofters  - 
500  cottage  weavers  -  on  foot- 
peddled  looms. 

A  looming  shortage 

Obviously,  there's  not  much  of  this 
Harris  Tweed  to  go  around.  But  we've 
cornered  some  of  the  handsomest  pat- 
terns -  four  herringbones  and  a  saucy 
barleycorn  -  and  promised  the  Harris  folk 
we'd  take  all  they  could  produce. 

Our  fabric  is  a  smidge  lighter  than  the 
tweeds  the  Dunmores'  hunting  parties 
wore.  (Theirs  was  a  10  oz.  fabric,  ours 
6.5-7.5  oz.)  Which  makes  it  a  bit  more 
comfortable  indoors. 

And  we've  watched  over  the  tailoring 
with  greedy  eyes.  The  details  are  right: 
a  classic  2-button  jacket,  fully  lined,  with 
a  center  vent  All  the  Old  World  niceties, 
all  very  traditional. 

What  is  not  traditional  is  the  price  - 
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if  s  only  $225.  And  thaf  s  a  long  country  mile 
from  what  you'd  pay  in  a  fancy  men's  store. 

A"store"for  the  frugal 

Beyond  Buttondowns,  the  Lands'  End 
catalog  of  fine  men's  clothing,  has  lots 
of  other  goodies  to  go  with  our  Harris 
Tweeds. 

From  fine  Pinpoint  Oxford 
shirts  and  Italian  silk  ties,  to 
casual  and  not-so-casual 
footwear.  All  as  fairly 
priced  as  the  tweeds, 
themselves. 

You  won't  have  to  put 
up  with  snooty  salesclerks, 
either.  Just  phone  and  chat 
with  one  of  our  friendly  operators  in 
Dodgeville,  Wisconsin.  Any  day,  any  time. 

Usually,  we'll  fill  your  order  within  24 
hours  (a  day  or  two  more,  for  a  monogram 
or  inseaming).  With  delivery  almost  any- 
where, via  UPS,  just  two  business  days  later. 

And  everything  will  arrive  at  your  door 
with  our  unconditional  guarantee. 

Be  a  fine  lad  now,  and 

ring  US  Up.         ©1995  Lands' End,  Inc. 
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For  our  free  catalog  call 

1-800-356-4444 

Please  mention  ad  QX 


Name__ 
Address . 


Apt. 


City_ 
State 


Zip. 


( 


Day/Night 
/circle  one) 


Pbtone 

MaUto:  1  Lauds'  End  Lane,  Dodgeville,  WI  53595 
E-Mail:  cataldgs-qx@landsend.com 


Focus,  focus 
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By  Paul  Klebnikov 

"Outsourcing1'  is  nothing  new.  It 
simply  means  you  buy  from  the  out- 
side services  and  goods  that  you  for- 
merly supplied  internally.  At  a  time 
when  businesses  are  examining  every 
conceivable  cost,  many  are  finding 
that  it  is  cheaper  to  buy  lots  of  things 
than  to  do  it  themselves.  Norrell 
Corp.  has  figured  out  how  to  cash  in 
on  this  trend. 

Atlanta-based  Norrell  started  in 
1961  as  a  small  employment  agency 
founded  by  Guy  Millner,  then  25,  a 
few  years  after  he  graduated  from 
Florida  State  University.  Early  on 
Millner  settled  on  three  basic  princi- 
ples for  his  business:  "First,  listen  to 
outside  advice.  Second,  hire  stronger 
people  than  you  think  you  need.  And 
third,  stay  focused.11 

Following  these  principles,  he  ex- 
panded Norrell  into  a  $12  million 
(revenues)  business  by  1980.  In  1979 
he  hired  former  IBM  executive  Douglas 
Miller,  who  later  became  chief  execu- 
tive. Miller  persuaded  dozens  of  small 
temp  agencies  to  become  Norrell  fran- 
chises. By  1989  Norrell  was  doing 
$374  million  in  revenues. 

Up  to  this  point,  Norrell  did  what  all 
temp  help  agencies  did,  and  most  still 
do:  provide  secretaries,  switchboard 
operators,  mailroom  clerks  and  other 
office  workers  to  fill  in  at  seasonal 
peaks  or  when  a  client  company's  per- 
manent staffers  are  sick  or  on  vacation. 
Millner  began  to  see  a  bigger  opportu- 
nity. Noticing  how  inefficiently  many 
of  these  big  firms  managed  their  of- 
fices, he  had  a  brilliant  idea.  Why  not 
offer  to  take  over  and  run  the  depart- 
ments for  the  clients? 

Millner  was  not  the  first  to  spot  this 
opportunity,  although  he  was  the  first 
to  go  into  the  business  on  a  broad 
scale.  Postage  meter  maker  Pitney 
Bowes  had  developed  a  specialty  in 
managing  corporate  mailrooms.  Xe- 
rox and  Kodak  were  operating  photo- 
copying departments.  But  these  were 
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Norrell's  Guy  Millner  and  Douglas  Miller 
Norrell  can  provide  secretaries  much 
more  cheaply  than  IBM  ever  could. 


specialized  operations  and  interested 
in  pushing  sales  of  Xerox  or  Pitney 
Bowes  equipment.  Millner  would  of- 
fer to  run  entire  office  operations. 

Milliter's  first  client  for  this  new 
service  was  Sears,  Roebuck.  In  1990 
Chairman  Edward  Brennan  was 
struggling  to  shrink  the  retailer's 
overhead.  Millner  made  his  pitch: 
Norrell  would  take  over  the  switch- 
board, photocopying,  secretarial  and 
shipping/receiving  departments  at 
Sears1  Chicago  headquarters.  Sears 
agreed.  Norrell  has  been  able  to  pro- 
vide the  same  level  of  office  sen  ices 
for  around  30%  less  cost,  an  annual 
savings  to  Sears  of  some  $1 .2  million. 


Some  of  the  improvements  have 
been  simple.  Both  the  Sears  mailroom 
and  the  photocopying  departments 
were  frequently  overwhelmed  during 
peak  work  times.  Rather  than  hire 
more  people  and  buy  more  copiers, 
Norrell  boosted  productivity  by  train- 
ing workers  to  work  in  either  depart- 
ment whenever  they  were  needed. 

Norrell  landed  its  biggest  fish  in 
1992.  IBM  was  rethinking  its  whole 
business  and  had  come  to  realize  that 
its  high-cost  structure  made  some  of 
its  simpler  operations  terribly  expen- 
sive. IBM  cut  an  unusual  deal  with 
Norrell.  For  $75  million  a  year  Nor- 
rell would  take  over  the  management 
of  secretarial  pools,  process  IBM's  of- 
fice and  travel  expenses  and  field 
phone  calls  for  IBM's  marketing  and 
field  support  divisions. 
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Norrell  Corp.  is  riding  one  of  the  hottest  trends  in 
U.S.  business:  running  routine  operations  for  big 
companies.  The  client  can  concentrate  on  its 
basic  business,  and  Norrell  saves  it  lots  of  money. 


Before  Norrell  came  in,  these  ser- 
vices were  provided  by  workers  paid 
n  IBM's  generous  pay  and  benefits 
scale.  Always  conscious  of  its  public 
relations,  IBM  did  not  want  to  be 
accused  of  discarding  people  like  so 
much  wastepaper,  so  the  deal  had 
several  conditions:  Norrell  would 
have  to  offer  jobs  to  the  IBM  people  it 
was  replacing,  and  it  would  have  to 
pay  them  the  same  wages  and  benefits 
they  had  received  from  IBM. 

There  was  a  third  unusual  feature  in 
the  deal:  IBM  would  be  given  a  5% 
equity  stake  in  Norrell,  which  was 
then  100%-owned  by  Guy  Millner 
and  his  managers. 

As  it  turns  out,  Norrell  is  a  lot  more 
skilled  at  doing  office  work  than  IBM 
ever  was.  Today  some  3,000  Norrell 
employees  are  working  at  IBM,  doing 
the  job  that  formerly  required  3,750 
IBM  workers.  Doing  the  same  level  of 
work  with  20%  fewer  workers  saves 
IBM  some  S40  million  a  year. 

Last  year  IBM  renegotiated  the  con- 
tract, dropping  the  proviso  that  Nor- 
rell must  pay  the  former  IBM  employ- 
ees IBM-scale  wages.  That  will  save  IBM 
even  more  money.  IBM  pays  a  typical 
executive  secretary  at  its  Westchester 
County  offices  about  542,000  in  sala- 
ry and  514,000  in  benefits.  Norrell 
pays  S 32, 000  in  annual  wages  and 
about  S9,000  in  benefits.  Norrell 
adds  a  surcharge  for  its  services  of 


S2,500  or  so,  and  IBM  still  saves 
S12,500  per  employee.  Adding  in  the 
savings  from  using  fewer  workers,  IBM 
has  cut  its  costs  S60  million  a  year  by 
using  Norrell  to  am  its  offices.  Nor- 
rell gets  around  S7.5  million  a  year  in 
surcharges  on  the  3,000  Norrell  em- 
ployees working  at  ibm. 

How  can  Norrell  do  the  same  jobs 
with  fewer  people?  The  answer  is  sim- 
ple. It's  one  of  those  principles  on 
which  Millner  founded  his  business: 
focus.  Norrell  focuses  on  running  of- 
fices; IBM  focuses  on  creating  and 
marketing  information  technology. 
At  IBM,  Norrell  standardized  the  soft- 
ware used  by  secretaries  and  cut  down 
on  paperwork  by  scanning  more  of- 
fice documents  into  the  company's 
computers. 

Norrell  is  now  running  offices  on  a 
full-time  basis  for  such  giant  compa- 
nies as  UPS,  Equitable  Cos.,  MCI,  Bell 
Atlantic.  At  UPS  1,800  Norrell  em- 
ployees handle  all  kinds  of  routine 
office  work.  Norrell  is  consolidating 
the  management  of  UPS'  employee 
records  from  60  locations  into  a  sin- 
gle, highly  computerized  center.  UPS 
will  get  an  equivalent  level  of  record- 
keeping service  for  about  50%  of  what 
it  has  been  paying.  Norrell  is  also 
taking  over  the  management  of  some 
of  ups '  customer  service  lines. 

This  business  is  probably  still  in  its 
infancy.  Managing  whole  functions 


currently  accounts  for  less  than  5%  of 
the  S34  billion  annual  revenues  of  the 
staffing  industry.  Even  giants  like  Kel- 
ly Services  and  Manpower  Inc.  still 
mainly  provide  secretaries  and  switch- 
board operators  to  cover  for  perma- 
nent staffers  who  are  sick  or  on  holi- 
day. At  Norrell  outsourcing  currently 
accounts  for  about  20%  of  revenues, 
and  the  medium-size  outfit  is  the 
market  leader.  Since  1990  outsourc- 
ing has  been  by  far  Norrell's  fastest- 
growing  business. 

As  a  result  of  its  early  start  here, 
Norrell's  revenues  have  exploded,  ris- 
ing last  year  by  21%,  to  S681  million. 
Analysts  predict  another  20%  or  so  in 
revenues  gains,  with  earnings  of  S15 
million,  or  SI. 33  a  share. 

Last  vear  Millner  sold  one-third  of 
Norrell's  equity  to  the  public  for  S34 
million,  which  he  used  to  retire  the 
company's  long-term  debt.  Priced  at 
S14  in  the  offering,  Norrell's  stock 
recently  traded  at  25%,  about  19 
times  expected  1995  earnings.  After 
the  offering,  IBM  traded  its  5%  stake 
back  to  the  company.  Instead  of  get- 
ting cash,  IBM  got  a  cut  in  fees  under 
its  five-year  contract  with  Norrell. 

Millner,  whose  45%  stake  in  the 
company  has  a  paper  value  of  S 12  5 
million,  is  back  at  work  full  time  after 
being  narrowly  defeated  in  last  year's 
gubernatorial  election  in  Georgia  as 
the  Republican  Parry  candidate. 


Top  U.S.  public  companies  in  the  staffing  industry 

Company/industry 


Manpower/office  &  industrial 
Kelly  Services/office  &  industrial 
Olsten/health  care,  office  work 
CDI/engineering.  technical 
Norrell/office  work,  light  industrial 
Interim  Services/health  care,  office 

'Number  of  shares  outstanding  as  of  fiscal  year  1994.    Sources:  Robinson-Humphrey  Co.;  Staffing  Industry  Repo-i 


Revenues 
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61 
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1.92 

15 

0 

14 

1.072 

2.260 

70 

35%       38%    28% 

2.03 

18 

32 

.8 

1,496 

1,098 

22 

18         26%    12% 

1.57 

11 

16 
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19 

25%       25%    14V2 

1.33 

19 

28 

276 

634 

14 

24V2       31%    20% 

1.51 

16 

8 

280 

Some  staffing 
companies  have 
grown  very  big. 
Margins  may  be 
thin,  but  big 
firms  continue  to 
cut  overhead; 
that  means  fast 
growth  for  staff- 
ing companies. 
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Norrell 


Lawyers 
a  la  carte 

Meet  the  latest  species 
of  temporary  office  work- 
ers: lawyers.  Three  years 
ago  there  were  10,000  tem- 
porary attorneys  in  the 
U.S.  Todav  there  are  more 
than  40,000. 

We're  not  talking 
about  paralegal  temps. 
We're  talking  law-de- 
gree-and-briefcase-carry- 
ing  attorneys  supplied  by 
temp  help  agencies,  much 
as  secretaries  and  mail- 
room  clerks  are. 

It's  the  latest  develop- 
ment in  outsourcing  (see 
story).  Agencies  that  spe- 
cialize in  lawyer  temps  typi- 
cally bill  them  out  at 
about  $65  an  hour,  roughly 
half  what  law  firms  bill, 
though  the  rates  vary  with 
experience  and  expertise. 

These  attorneys-by- 
the-hour  are  not  entrusted 
with  life-or-death  legal 
matters  but  routine  chores 
like  taking  depositions, 
drafting  documents  and 
conducting  discovery. 

"You  don't  always 
need  a  Harvard  lawyer," 
says  Shelley  Wallace,  a 
lawyer  who  founded  Hart- 
ford's Wallace  Law  Reg- 
istrv  lawyer  temp  agency 
in  1987.' 

Conoco  is  using  temp 
lawyers  to  prepare  for  trial 
in  a  lawsuit  that  the  com- 
pany has  filed  against  30 
insurance  companies 
that  refuse  to  cover 
costs  associated  with 
the  company's  environ- 


mental liabilities. 

During  discover}', 
three  temp  lawyers  were 
put  in  charge  of  making 
available  1  billion  pages  of 
internal  documents  dat- 
ing from  as  far  back  as 
1945,  determining 
which  contained  privi- 
leged information. 
When  that  phase  conclud- 
ed, Conoco  dispatched 
the  temps  to  help  with  de- 
positions and  the  prepar- 
ing of  witnesses. 

Meanwhile,  Conoco 
staff  attorneys  concentrate 
on  developing  the  case's 
strategy. 

"The  math  works," 
says  Chrysler's  general 
counsel,  Roy  Richie,  who 
uses  temporary  attorneys  to 
supplement  his  pared- 
back  legal  department  for 
tasks  like  writing  con- 
tracts. "Savings  can  be 
tremendous." 

Some  blue-chip  law 
firms  bristle  at  the  sugges- 
tion that  they, too, 
should  use  temps. 

"We  recruit  the  best 
lawyers  and  offer  the  best 
training,"  says  Ned  Stiles, 
managing  partner  at  the 
Wall  Street  law  firm  of 
Clean',  Gottlieb,  Steen  & 
Hamilton.  "We  couldn't 
do  that  with  temporary 
attorneys." 

Maybe  not,  but  the 
Dallas  law  firm  McKool 
Smith  recently  hired  15 
temps  to  conduct  discovery 
and  take  depositions 
while  representing  Elec- 
tronic Data  Systems. 
When  the  case  was  settled 
unexpectedly,  McKool 


Elisabeth  Radow 
in  her  home  office 
No  partnership  perks, 
but  better  hours. 


Smith  politely  showed  the 
temps  the  door,  some- 
thing it  couldn't  do  with  its 
own  employees. 

Most  of  the  30  or  so 
lawyer  temp  services  oper- 
ating across  the  country 
today  are  fairly  small  re- 
gional agencies — pio- 
neers include  Lawsmiths  in 
San  Francisco,  Co- Coun- 
sel in  Houston  and  Special 
Counsel  in  New  York. 
But  consolidation  is 
coming. 

AccuStaff,  the  Jackson- 
ville, Fla.  temp  agency, 
bought  Atlanta's  Law- 
staff  and  Baltimore's  Attor- 
neys Per  Diem  in  May, 
then  added  New  York's 
Special  Counsel  in  Au- 
gust. In  May  temp  help  in- 
dustry leader  Kelly  Ser- 
vices bought  Wallace  Law 
Registry,  of  Hartford, 
Conn.;  Wallace  Law  has  13 
offices  coast-to-coast  and 


will  bill  around  $25  millic 
this  year.  "These  upper- 
end  niches  tend  to  be  mo 
profitable  than  secretarial 
staffing,"  says  Kelly  Senic 
.Vice  President  Gene 
Hartwig,  who  plans  to 
more  than  double  Wal- 
lace's office  count.  Anothc 
buyout  candidate  is  Co- 
Counsel,  growing  rapidly 
but  a  moneyloser  since 
going  public  in  1993. 

For  young  lawyers, 
temp  work  isn't  what  they 
dreamed  about  when 
they  entered  law  school. 
Co-Counsel,  one  of  the 
nation's  larger  agencies, 
typically  bills  $55  an  hour 
for  its  lawyer  temps  and 
splits  that  roughly 
50/50,  leaving  the  temp 
with  maybe  $30  an 
hour — and  no  benefits 
other  than  workers' 
compensation. 

But  many  recent  grad- 
uates have  little  choice.  The 
law  schools  are  grinding 
out  40,000  new  lawyers  ev- 
ery year,  and  not  even  our 
litigious  society  can  sup- 
port all  of  them.  Says  Les- 
ley Friedman,  the  attorney 
who  founded  Special 
Counsel,  "It  [temping] 
sure  beats  doing  nothing 
in  a  tight  job  market." 

Every  cloud,  though, 
has  a  silver  lining.  Elisabeth 
Radow,  a  38 -year-old 
lawver  temp,  points  out 
that  temping  offers  other, 
nonmonetary  advantages. 
"It's  less  money,"  she 
says,  "but  an  associate  at  a 
big  firm  works  a  lot  more 
hours." 

-R.  Lee  Sullivan     H 
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Millner  says  debt-free  Norrell  will 
continue  to  expand  by  buying  temp 
outfits,  especially  in  fields  such  as 
accounting,  computer  programming 
and  perhaps  legal  services  (see  box). 
Every  acquisition  will  be  undertaken 
with  an  eye  toward  building  Norrell's 
outsourcing  business,  rather  than  its 


routine  temporary  staffing  business. 

"When  companies  get  too  big, 
when  their  margins  come  under 
pressure  and  when  management 
recognizes  the  need  for  change, 
that's  when  we  come  in,"  says 
Millner.  "They  see  us  as  a  catalyst 
for  that  change." 


Focus.  That  was  one  of  the  buzz- 
words that  helped  build  Guy  Mill- 
ner's  little  company.  A  need  to  focus 
on  their  basic  businesses  is  what  is 
impelling  more  and  more  big  compa- 
nies to  turn  their  routine  operations 
over  to  specialists  who  know  how  to 
run  routine  operations.  ■■ 
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fy  Christopher  Palmeri 


ROM  THE  plush,  oak-paneled  execu- 
ive  suite  atop  his  company's  Hous- 
on    skyscraper,    Chairman    Robert 
.Valtrip  can  look  down  at  the  ceme- 
ery    where    his    company,    Service 
Horp.  International,  buried  Howard 
Hughes  19  years  ago.  Waltrip's  chain 
of  funeral  homes,  now  swollen  to 
11,561,  has  also  handled  funeral  ar- 
rangements for  the  likes  of  Elvis  Pres- 
ley,   John    Lennon    and    Jacqueline 
Kennedy  Onassis.  Last  year  Waltrip 


added  another  dignitary  to  his  list.  SCI 
acquired  the  British  mortuary  that 
made  funeral  arrangements  for  Win- 
ston Churchill. 

Now  it's  the  funeral  industry's  turn 
to  go  global.  With  revenues  of  $1.1 
billion  SCI  is  the  largest  operator  of 
funeral  homes  and  cemeteries  in  the 
U.S.  In  just  two  years  it  has  commit- 
ted over  $  1  billion  to  buying  up  for- 
eign funeral  parlors  and  gaining  the 
number  one  or  number  two  positions 


in  France,  the  U.K.  and  Australia — 
plus  footholds  in  Italy,  Singapore  and 
the  Czech  Republic. 

Is  the  American  way  of  death  as 
exportable  as  the  American  way  of 
life?  Says  Waltrip,  a  pale  man  of  64: 
"What  the  [American]  funeral  indus- 
try has  learned  is  that  if  you  make  a 
wide  assortment  of  products  avail- 
able, people  will  buy  them."  Where 
the  typical  foreign  mortuary  offers 
only  a  few  wooden  coffins,  Waltrip 
plans  to  add  a  range  of  often  elaborate 
metal  ones.  He  also  plans  to  build 
more  spacious,  well-appointed  and 
freestanding  funeral  homes  to  sup- 
plant the  small  shop  fronts  that  are  the 
norm  in  much  of  the  world. 

Waltrip  was  born  into  the  funeral 
business,  growing  up  over  his  family's 
Houston  funeral  home  and  taking 
over  after  his  father  died  when  Waltrip 
was  just  20.  He  founded  sci  in  1962 
and  began  buying  up  prominent, 
family-owned  funeral  homes  in  major 
markets — names  like  Blake- Lamb  in 
Chicago,  McGilley's  in  Kansas  City, 
Mo.,  and  Joseph  Gawler's  Sons  in 


Robert  Waltrip, 
Service  Corp. 
International 
chairman 
He  already 
buries  one  in  ten 
Americans.  Next 
stop:  Paris. 
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Service  Corp.  International 

Washington,  D.C.  Keeping  the  famil- 
iar local  names  to  insure  a  steady 
stream  of  customers,  Waltrip  offered  a 
profitable  way  out  for  many  family 
owners.  Since  many  family  firms  were 
padding  payrolls  with  relatives,  he  was 
able  to  improve  efficiency  with  cen- 
tralized buying  and  accounting. 
Where  it  owns  a  large  number  of 
homes,  sci  saves  money  by  operating 
centrally  located  facilities  for  embalm- 
ing and  for  parking  hearses. 

The  cost  of  a  typical  U.S.  funeral 
has  grown  well  ahead  of  general  price 
inflation,  more  than  tripling  in  the  last 
20  years  to  $4,470.  And  that  excludes 
such  basics  as  a  tombstone,  flowers 
and  cemeterv  plot,  which  can  easily 
add  another  $2,000  to  the  bill. 

Although  part  of  this  increase 
comes  from  customers  trading  up  to 
fancier  merchandise,  SCI  doesn't  ap- 
pear to  have  missed  many  opportuni- 
ties to  raise  prices.  A  basic  funeral 
package  at  one  ofSCl's  least  expensive 
funeral  homes  in  Houston,  where  SCI 
has  a  large  market  share,  will  cost 
about  $5,600 — 25%  above  the  na- 
tional average,  even  though  Houston 
has  a  relatively  low  cost  of  living.  At 
SCl-owned  Colonial  Funeral  Home  in 
the  blue-collar  Houston  suburb  of 
Pasadena,  an  entry-level  20-gauge 
steel  casket  that  wholesales  for  $284, 
retails  for  $1,855,  a  markup  of  more 
than  six  times.  Most  funeral  homes 
work  on  a  markup  of  two  or  three 
times  wholesale. 

How  does  sc  i  get  people  to  pay  up? 
By  delivering  premium  service,  says 
sci  Regional  Vice  President  George 
Kriegshauser.  He  notes  how  quickly 
SCI-owned  cemeteries  close  graves 
and  whisk  away  rotting  flowers. 

Last  year  sci  netted  nearly  12  cents 
on  ever\'  sales  dollar,  ahead  of  publicly 
traded  competitors  like  Vancouver's 
Loewen  Group  and  New  Orleans 
based  Stew  art  Fnterprises. 

For  the  increasing  number  of 
Americans  who  prefer  cremation  to 
burial,  S(  i  offers  nifty  merchandise 
including  $1,400  bronze  urns  and  a 
$3,700  mahogany  cremation  casket, 
which  goes  up  in  smoke  with  the 
loved  one. 

Anyhow,  who  would  be  so  crass  as 
to  compete  on  price?  When  sci 
opened  a  new  funeral  home  right 
across  the  street  from  one  of  its  com- 
petitors in  Dallas  recently,  there  was 
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Funeral  staff  at  an  SCI-owned  crematorium  near  London 
Despite  the  pomp,  British  funerals  cost  half  as  much. 


no  price  war.  The  price  lists  for  the 
two  firms  are  almost  identical. 

With  his  big  push  overseas,  Waltrip 
hopes  to  double  the  size  of  sci  in  two 
years.  Overseas  sci  is  moving  delicately 
but  decisively.  In  its  first  year,  SCl's 
newly  acquired  Australian  division  was 
able  to  increase  same-store  sales  by  1 3% 
without  much  inthe  wayofprice  hikes. 
Such  is  the  leverage  in  this  business 
that  the  sales  increase  translated  into  a 
40%  increase  in  operating  profits. 

To  generate  those  numbers,  SCI 
applied  modern  American  marketing 
methods  to  a  rather  hidebound  local 
business.  It  greatly  expanded  the 
number  and  types  of  products  it  of- 
fers. With  as  much  as  80%  of  Austra- 
lians choosing  cremation  over  burial, 
Waltrip  has  energetically  extended 
scf  s  line  of  urns,  remembrance  rocks, 
trees,  gravestones  and  plaques. 

In  England,  the  typical  funeral 
costs  less  than  half  as  much  as  a  U.S. 
service.  The  English  usually  choose  ,\n 
inexpensive  wooden  coffin,  and  more 
than  60%  of  corpses  are  cremated — 
three  times  the  U.S.  rate.  Perhaps 
Waltrip  will  embarrass  our  English 
cousins  into  being  a  bit  more  lavish 
when  that  sad  time  comes. 

France,  with  its  readiness  to  yell 
cultural  chauvinism  at  imagined 
American  invasions,  presents  some 
special  problems.  The  funeral  business 
was  until  recently  treated  like  a  utility. 


Companies  bid  for  the  right  to  provide 
sen  ice  to  a  municipality  at  fixed  prices. 
Because  of  that,  little  investment  was 
made  in  funeral  homes.  With  the  busi- 
ness now  open  to  competition,  Wal- 
trip will  offer  fancier  products  and 
upgrade  the  facilities. 

Nor  is  French  xenophobia  sefs  only 
overseas  problem.  Local  funeral  di- 
rectors can  be  counted  on  to  stir  up  a 
row .  When  SCI  bought  two  of  Fng- 
land's  largest  funeral  home  operators 
last  year,  the  British  press  had  a  field 
day  with  the  image  of  Texans  coining 
over  trying  to  promote  their  big 
American  funerals.  And  Britain's  Mo- 
nopolies and  Mergers  Commission 
recently  asked  sci  to  provide  custom- 
ers with  lists  of  competing  cremation 
rates  in  some  markets,  and  to  identify 
its  funeral  homes  as  corporate- 
owned.  SCI  is  appealing  those  deci- 
sions. In  Australia,  too,  SCI  is  being 
investigated* by  the  government  for 
possible  antitrust  violations. 

Waltrip  is  convinced  however  that 
the  trends  are  going  in  his  direction. 
"The  [foreign]  funeral  homes  are  giv- 
ing people  ashes  in  a  cardboard  box," 
he  says.  Wall  Street  believes.  SO  stock 
has  appreciated  more  than  20%  a  year 
oxer  the  last  two  decades — a  seventy- 
fold  increase.  It's  now  setting  new 
highs  at  35,  over  19  times  this  year's 
likely  earnings,  and  valuing  the  com- 
pany at  $3.4  billion,  tm 
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jhe  LBO  boys  are  loaded  with  cash,  but  the  bargains  they  are 
|upposed  to  find  are  pretty  scarce  in  this  bull  market. 

ow  long  can  you 
iddle  your  thumbs? 


By  Marcia  Berss 

nothing  quite  so  attracts  money  as  a 
juick  fortune.  In  1992  Boston's 
Thomas  Lee  did  a  leveraged  buyout 
f  Snapple  Beverage,  paying  $150 
illion.  After  taking  it  public,  last 
November  he  sold  Snapple  to  Quaker 
Oats  for  $1 .7  billion,  pocketing  some 
$900  million  for  himself  and  clients. 
Seeking  such  returns,  institutional 
!<ilmoney  has  been  cascading  into  lever- 
aged buyout  funds.  Last  year  new 
commitments  to  LBO  funds  hit  $9 
billion,  nearlv  matching  the  prior  rec- 
ord of  $9.6  billion  in  1987,  the  mid- 
dle of  the  leveraged  buyout  craze. 
This  year  Steven  Galante,  editor  of 
LBO  newsletter  Private  Equity  Ana- 
lyst, figures  investors  will  commit  an- 
other $12.5  billion  to  the  funds. 

Galante  figures  these  funds  are  sit- 
ting on  $35  billion — enough  to  con- 
trol over  $100  billion  worth  of  assets 
at  todav's  relatively  conservative  debt- 
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to-equity  ratios  of  3-to-l.  Banks  are 
eager  to  provide  the  debt. 

But  where  are  the  deals?  That's  the 
rub.  The  buyout  people  aren't  mak- 
ing many  deals.  Last  year,  for  the  first 
time,  more  new  LBO  equity  was  raised 
than  the  value  of  deals — debt  and 
equity — executed  (see  chart). 

These  days  a  cash  buyer,  as  LBOers 
are,  is  at  a  disadvantage  to  a  corporate 
buyer  that  can  pay  a  high  price  by 
using  as  currency  its  highly  valued 
stock.  Besides,  most  of  the  easy  tar- 
gets have  long  been  taken. 

"This  is  a  very  tough  market," 
complains  Warren  Hellman,  partner 
in  the  successful  San  Francisco  buyout 
firm  Hellman  &  Friedman.  "We  have 
to  keep  our  powder  dry  and  keep  our 
standards.  At  61,  I  don't  have  any 
great  desire  to  make  an  ass  of  myself." 
That  would  be  easy  to  do  at  a  time 
when  the  typical  stock  sells  at  1 7  times 


earnings  and  a  correspondingly  high 
ratio  to  cash  flow. 

Yet  eager  investors  keep  thrusting 
money  at  Hellman,  who  just  closed  a 
$1.5  billion  fund;  he  had  to  turn  away 
investors.  "That's  got  to  raise  some 
flags,"  he  warns. 

"There's  just  too  much  money 
chasing  too  few  deals,"  frets  David 
Locke,  a  senior  investment  analyst 
with  the  Los  Angeles  County  Em- 
ployees Retirement  Association.  An 
investor  in  Blackstone  Capital  Part- 
ners' 1994  $1.3  billion  buyout  part- 
nership, the  Los  Angeles  pension 
fund  recently  got  a  letter  from  Black- 
stone  updating  its  activities.  "They 
were  almost  apologetic  that  they  were 
only  in  four  deals,"  Locke  says.  "They 
couldn't  find  deals  that  suit  their  in- 
vestment criteria." 

Another  big  public  pension  fund, 
the  Oregon  Public  Employees  Retire- 


All  dressed  up,  no  place  to  go 
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•Projected.  tAnnualized  rate  based  on  first  half  of  1995. 
Sources:  Securities  Data  Co.;  Private  Equity  Analyst 


While 
leveraged- 
buyout 
commitments 
surge,  the 
deals-done 
activity  has 
plummeted, 
thanks  largely 
to  high 
stock  prices. 
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Leveraged  buyouts 


merit  System,  was  a  big  winner  in  the 
1980s  as  an  early  investor  in  the  Kohl- 
berg  Kravis  Roberts  fund.  But  Opers 
is  worried  about  all  the  money  slosh- 
ing around  and  hasn't  committed  any 
new  lbo  money  in  the  last  year. 

The  funds  don't  have  to  do  deals 
right  away.  General  partners  in  most 
funds  have  five  years  to  invest;  a  fund 
started  in  1994  has  until  1999  to  use 
its  capital,  or  return  it  to  the  limited 
partners.  So  they  continue  to  accept 
money.  But  the  clients  are  anxious 
about  the  lack  of  action. 

And  so  are  the  principals:  Though 
they  get  2%  annually  for  money  under 
management  whether  it  is  invested  or 
not,  the  big  profits  come  from  suc- 
cessful deals. 

In  the  circumstances,  Douglas  Le 
Bon,  who  advises  institutions  on  lbo 
investments,  thinks  funds  may  throw 
discipline  to  the  winds  and  start  doing 
dicey  deals.  He  sees  early  signs.  For 

iCWt  have  to  keep  our  powder 
dry  and  keep  our  standards," 
says  Hellman.  "At  61, 1  don't 
have  any  great  desire  to  make 
an  ass  of  myself." 


example,  some  buyout  partnerships 
ban  certain  kinds  of  deals:  energy,  say, 
or  real  estate,  when  general  partners 
have  little  expertise  in  those  business- 
es. But,  says  Le  Bon,  in  the  last  18 
months  general  partners  have  been 
eroding  partnership  terms,  allowing 
them  to  move  into  markets  where 
they  have  little  experience. 

Tom  Lee,  the  Snapple  LBOer,  dis- 
sents. Yes,  he  says,  the  money  pours 
in,  "but  we're  covered  with  oppor- 
tunity." Take  Tom  Lee  with  a  grain  of 
salt.  He  is  trying  to  raise  $1  billion- 
plus  for  a  new  fund. 

Lee  sees  buyout  opportunities  in 
out-of-favor  industries  like  restau- 
rants. Besides,  he  notes,  $35  billion 
doesn't  buy  what  it  used  to.  In  the 
1980s  deals  were  leveraged  at  levels 
like  $  1 0  of  debt  for  every  $  1  of  equity. 
With  new  caution  among  lenders, 
deals  now  have  3-to-l  leverage. 

Cautious  I.Boers  are  praying  for  a 
stock  market  setback  that  might  make 
deals  more  affordable  again.  They 
might  get  tired  of  waiting.  wm 
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Netscape  has  gotten  the  headlines, 
but  Spyglass  is  making  money. 

Tale  of  two 
Internetters 


By  Gary  Samuels 

This  summer  two  competing  compa- 
nies that  sell  commercial  software  for 
the  Internet  went  public.  Unless 
you've  been  vacationing  in  the  Saha- 
ra, you  know  that  one  of  them  is 
Netscape  Communications  Corp.,  a 
company  with  no  earnings,  not  much 
in  sales,  and  a  $2  billion  market  cap. 

The  other  company  is  Spyglass  Inc. 
Unlike  Netscape,  Spyglass  made 
some  money  last  year  ($1.3  million, 
on  revenues  of  $3.6  million).  Its  mar- 
ket value  is  $220  million — sky-high  in 
relation  to  sales  and  earnings,  but  a 
bargain  next  to  no-profits  Netscape. 

Both  Spyglass  and  Netscape  use 
technology  initially  developed  at  the 
University  of  Illihois,  technology  that 
lets  people  easily  explore  and  com- 
mercialize the  Internet.  After  that  the 
similarities  end.  Netscape  is  based  in 
Mountain  View,  Calif.  Its  offices  are 
replete  with  lava  lamps  and  a  fish  tank 
that  is  continuously  televised  on  the 
Internet.  Its  lobby  bustles.  "It's  the 
place  to  be  seen,"  gushes  Allen  Wei- 
ner,  an  analyst  at  Dataquest,  the  tech- 
nology market  research  firm. 

Spyglass  is  situated  not  far  from  a 
cornfield,  in  an  office  building  in  the 
bland  Chicago  suburb  of  Naperville. 
To  celebrate  its  initial  public  stock 
offering  in  late  June,  the  midwestern- 
ers  who  run  Spyglass  loaded  employ- 
ees onto  a  school  bus  and  headed  to 
Geneva,  111.  to  watch  the  single-A 
minor  league  Kane  County  Cougars 
take  on  the  Beloit  (Wis.)  Snappers. 

The  Spyglass  story  began  six  years 
ago  at  the  National  Center  for  Super- 
computing  Applications  at  the  Uni- 
versity of  Illinois  in  Urbana-Cham- 
paign.  Tim  Krauskopf  was  then  an 
NCSA  software  development  team 
leader.  He  quit  and  started  Spyglass  in 


1990  to  commercialize  software  thail 
helped  scientists  analyze  complex  3 -El 
images  on  personal  computers. 

In  late  1993  an  NCSA  team  deveL 
oped  an  Internet  browsing  program| 
called  Mosaic.  Soon  offers  to  com- 
mercialize Mosaic  were  pouring  into  I 
the   university's  licensing  office,   "if 
was  getting  calls  at  4  a.m.  at  home,"| 
recalls  Larry  Smarr,  who  heads  NCSA. 
"The  university  found  out  it  wasn'H 
set  up  to  run  the  business  of  licensing. 
It  was  too  much  of  a  headache." 

Krauskopf  saw  his  chance.  He  had  I 
teamed  with  Douglas  Colbeth,  a  soft- 
ware executive  who  was  helping  him  run 
Spyglass.  They  approached  the  Univer- 
sity of  Illinois  with  a  business  plan  Col- 
beth had  copied  from  a  little -known 
software  company.  The  university  liked 
the  plan  enough  to  grant  Spyglass  an 
exclusive  right  to  license  the  Mosaic 
software  commercially.  Netscape,  which 
tried  to  call  itself  Mosaic  Communica- 
tions until  the  university  said  no,  devel- 
oped its  own  Internet  browser  widi 
former  NCSA  programmers. 

"Ever  since  then  we've  been  on  this 
rocket  ride,"  Colbeth  says.  Within  a 
year  Spyglass  had  signed  up  the  pow- 
erhouses of  the  software  business:  Mi- 
crosoft, Oracle,  IBM,  at&t,  Compu- 
Serve— 36  ciistomers  have  so  far  put 
Mosaic  into  80  products  just  begin- 
ning to  come  to  market. 

Most  of  Spyglass'  customers  pay  it  a 
royalty  averaging  2%  of  their  gross 
revenues  on  software  that  uses  Mosa- 
ic. Microsoft,  the  exception,  paid  Spy- 
glass a  flat  $2  million  to  bundle  Mosa- 
ic with  Windows  95 .  It  may  look  like  a 
raw  deal,  but  signing  Microsoft  en- 
abled Spyglass  to  sign  scores  of  other 
firms  that  do  pay  royalties. 

By  licensing,  Spyglass  is  hitching  its 
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star  to  established  software  compa- 
nies. It  doesn't  have  to  worn'  about 
things  like  marketing  or  customer 
support.  It  can  devote  its  money  and 
time  to  developing  new  kinds  of  In- 
ternet software  tools  that  don't  re- 
quire paying  royalties  to  the  Universi- 
ty of  Illinois.  "Microsoft  does  all  its 
own  marketing  and  distribution," 
says  Colbeth,  40.  "Oracle  does  all  its 
own  customer  support.  Why  should 
we  set  up  all  those  structures  if  they're 
already  out  there?1' 

This  is  quite  a  different  strategy 
from  Netscape's.  Under  cofounders 
Marc  Andreessen,  24,  and  James 
Clark,  51 ,  Netscape  is  aiming  to  be  a 
mass  marketer,  selling  its  own  Inter- 


net software,  in  competition  with  the 
likes  of  Microsoft  and  Oracle. 

Oracle  Senior  Vice  President  Ger- 
ald Held  explains  the  Spyglass/Net- 
scape difference  this  way:  "In  soft- 
ware there  are  companies  that  provide 
components  to  people  who  sell  the 
main  product,  and  companies  that  sell 
the  complete  solution.  My  reading  is 
that  Spyglass  is  a  component  supplier, 
which  fits  into  our  model,  while  Net- 
scape feels  they're  competing  with  the 
Oracles  and  Microsofts." 

Spyglass  has  been  in  the  black  since 
it  got  into  the  Internet  business.  Soft- 
ware analyst  Abhishek  Garni  at  Duff 
&  Phelps  estimates  Spyglass  will  earn 
S3.1  million — about  53  cents  a  share 


Douglas  Colbeth  and  Tim  Krauskopf 

of  Spyglass  Inc. 

Why  compete  with  Microsoft  and  Oracle 

when  you  can  piggyback  on  their  success? 


on  revenues  of  S24  million  for  1996, 
not  including  the  one-shot  Microsoft 
deal.  Netscape,  on  the  other  hand, 
lost  S4.3  million  on  sales  of  $17 
million  for  the  first  half  of  this  year 
and  expects  losses  to  continue  "for 
the  foreseeable  future."  Spyglass 
went  public  at  17  a  share;  the  stock 
peaked  at  56  and  was  recently  at  44. 
"I'm    not    saying  bad 

about  Netscape.'  ,ami, 

"just  that  Sp\  is  less  risk  and 

good  returns  Hi 
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A  promise  that  bowls  will  only  be  used  for  cereal  and 


ice  cream. 


A  promise  tbis  is  just  tbe  beginning  of  a  long  line  of  firsts. 


A  promise  you'll  bave  more  tban  a  lock  of  bair  to  remember  tbis  day  by. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  For  more  than  140  years,  we've  been 
helping  people  keep  their  promises  by  ensuring  we  have  the  financial  strength  to  keep  ours.  That's 
why  families  and  businesses  rely  on  us  to  insure  their  lives,  their  health  and  their  financial  nature. 
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New  rules  limit  bond  houses'  political  donations,  but  special  interests 
usually  find  a  way.  Here's  how  a  Louisiana  gubernatorial  candidate 
is  managing  to  play  the  reformer  while  continuing  to  pass  the  hat. 

Good  oP  girl 


By  Graham  Button 

OUT  OF  THE  swamps  of  Louisiana, 
where  Huey  Long  perfected  the  art  of 
influence-peddling,  a  reformer 
named  Man,'  Landrieu  has  risen.  She 
seems  the  antithesis  of  the  old-fash- 
ioned bayou  pol — with  her  blond  hair 
and  blue  eyes,  at  39  she  looks  like  a 
model  for  Botticelli  and  has  vowed  to 
stop  state  officials  from  steering  rich 
municipal  finance  undcrwritings  to 
firms  peopled  by  friends  and  cronies. 

A  crusader  from  the  land  of  Huey 
Long?  That's  too  rich  a  story  for  the 
media  to  pass  up;  Democrat  Landrieu 
was  soon  taken  up  by  a  fawning  press. 
In  a  page-one  story  on  July  6,  1994, 
the  Nov  York  Timeshailcd  the  Louisi- 
ana State  Treasurer  and  now  guberna- 
torial candidate  for  "attacking  the 
good-old-boy  network.1''  Just  last 
month  the  New  Republic  called  Lan- 
drieu "the  most  credible  of  the  re- 
form candidates"  for  Louisiana  gov- 
ernor, characterized  by  an  "almost 
bullheaded  candor  and  courage." 

But  the  story  is  more  complicated 
than  uncritical  reviews  suggest.  One 
state  official  says  dryly:  "Sometimes 
you  can  be  a  good  ol'  boy  in  a  dress." 

Fact  is,  Landrieu  plays  the  patron- 
age game  in  her  own  way.  Her  tactics 
illustrate  why  last  year's  "pay-to- 
play"  prohibitions  in  the  municipal 
bond  business  don't  go  far  enough. 

The  Municipal  Securities  Rule- 
making Board's  rule  G-37  became 
effective  in  April  1994.  Under  the 
rule,  muni  bond  firms  and  their  em- 
ployees contributing  over  S250  to 
any  politician  in  districts  where  the 
firms  do  business  are  barred  from 
underwriting  deals  there  for  two 
years.  That's  a  start.  But  G-37  does 
not  bar  "consultants"  working  for 
muni  bond  firms  from  donating  to 
politicians  who  could  influence  the 
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awarding  of  underwriting  business. 
Nor  does  it  prohibit  underwriters 
from  gaining  favor  among  politicans 
by  contributing  to  their  pet  projects. 

So  the  slimy  game  goes  on.  Contri- 
butions still  flow  to  politicians  from 
money  managers  and  consultants  un- 
der contract  with  state  and  local  pen- 
sion funds.  Firms  that  provide  broker- 
age and  other  financial  services  to 
government  entities  are  still  free  to 
contribute  to  friendly  state  officials. 

Alan  Landrieu  notwithstanding, 
patronage,  it  seems,  is  alive  and  well. 
And  fixing  in  the  state  of  Louisiana. 

Mary  Landrieu  imbibed  politics 
with  her  mother's  milk.  Her  father. 
Moon  Landrieu,  now  an  elected  state 
judge,  was  a  popular  mayor  of  New 
Orleans  in  the  1970s  who  went  on  to 
head  the  Department  of  Housing  & 
Urban  Development  in  the  Carter 
Administration.  His  popularity 
rubbed  off  on  his  daughter,  who  won 
the  State  Treasurer's  office  in  1987, 


Moon  Landrieu 

His  popularity  with  voters 

was  inherited  by  his  daughter. 


after   she    spent   an    undistinguish 
eight  years  in  the  Louisiana  House 
Representatives.   During  her  secoi 
term  in  the  House,  Man'  Landrieu  hi 
one  of  the  worst  attendance  records 

Behind  Landrieu's  Botticelli  look 
Machiavellian  method.  As  State  Tre 
surer,  she  automatically  became  chai 
man  of  the  Louisiana  Bond  Commi 
sion,  which  oversees  the  state's  mui 
bond  issues.  This  is  where  she  earnc 
her  crusader  credentials,  ostentatious 
pushing  through  reforms  designed  t 
stop  entrenched  officials  from  handin 
out  deals  to  their  favorite  bond  under 
writers  and  attorneys. 

Her  1988  reforms  required  undei 
writers  to  partake  in  a  so-called  re 
quest-for-proposal  (RFP)  process,  ii 
which  financial  firms  must  spell  out 
among  other  things,  the  projectei 
cost  to  the  state  of  bringing  to  marke 
a  bond  issue.  "Even,'  system  that  w< 
have  set  up  is  a  hundred  times  im 
proved  over  what  was  here  when 
arrived,"  Landrieu  brags.  But  when  r 
comes  to  "negotiated  transactions,' 
the  rfp  process  is  not  immune  tc 
politics.  In  these  deals  underwriters 
are  chosen  based  not  only  on  objec- 
tive factors,  such  as  financing  costs, 
but  also  on  subjective  factors,  such  as 
"responsiveness  to  the  state's  goals." 
This  is  important  because  Louisiana's 
biggest  bond  deals  are  typically  nego- 
tiated transactions. 

That's  what  makes  Landrieu's  tac- 
tics of  national  interest.  They  illus- 
trate a  sad  trend  in  American  politics: 
Faced  with  a  public  outcry,  the  politi- 
cians pass  laws  and  issue  regulations 
that  deal  with  the  semblance  but  not 
the  reality  of  the  situation.  Thus  they 
can  appear  in  the  media  as  reformers 
while  doing  business  as  usual. 

Consider  how  Mary  Landrieu  con- 
Forbes  ■  September  11,  1995 
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Mary  Landrieu 
Behind  her 
Botticelli  look 
is  Machiavellian 
method. 


tinucs  to  do  business  in  pretty  much 
the  usual  way  while  posing  as  a  fight- 
ing reformer.  Landrieu's  handpicked 
staff  at  the  Louisiana  Bond  Commis- 
sion grades  and  ranks  most  of  the 
underwriters'  proposals  for  state 
bond  issues.  A  subcommittee,  which 
includes  Landrieu,  reviews  the  evalua- 
tions and  hears  oral  presentations 
from  prospective  underwriters;  then  it 
makes  a  recommendation  to  the  full 
14-member  commission. 

The  subjectivity'  inherent  in  the 
process  gives  Landrieu  plenty  of  room 
to  influence  which  firms  win  the  state's 
lucrative  deals.  Take  the  variable-rate 
note  and  college  savers  bond  deal  that 
the  state  put  out  for  bids  in  May  199 1 . 
Thanks  largely  to  Prudential-Bache's 
low  projected  underwriting  cost  on 
the  deal,  the  commission  ranked  its 
proposal  ahead  of  a  rival  joint  propos- 
al from  Smith  Barney  and  First  Bos- 
ton. Nevertheless,  Smith  Barney  won 
the  lucrative  job  of  running  the  books 
on  the  S125  million  deal,  and  First 
Boston  co-managed.  Prudential  was 
left  in  the  cold.  Soon  after,  in  October 
1991,  Smith  Barney  contributed 
S5,000 — the  maximum  allowed  un- 
der Louisiana  law — to  Landrieu's  ef- 
fort to  win  reelection  as  State  Treasur- 
er. She  didn't  really  need  the  monev — 
she  was  running  unopposed. 

The  leader  of  Smith  Barney's  team, 
Managing  Director  Marianne  Sprag- 
gins,  was  a  friend  of  Landrieu's  from 
their  days  in  the  1980s,  when  they 
worked  together  in  a  national  wo- 
men's association.  Prior  to  joining 
Smith  Barney  in  May  1990,  Spraggins 
was  a  member  of  the  Prudential- 
Bache  team  that  won  a  co-senior 
manager  assignment  on  a  S264  mil- 
lion issue  of  Louisiana  gasoline  and 
fuels  tax  revenue  bonds.  After  she 
jumped  to  Smith  Barney,  that  firm 
won  the  lead  underwriter  spot  on  the 
college  savers  bond  deal. 

Spraggins  later  helped  recruit  do- 
nors for  a  Landrieu  political  fundraiser 
in  New  York.  Spraggins  donated 
SI  ,000  of  her  own  money  to  Landrieu 
in  1993  and  again  in  1994.  Bv  that 
time  she  had  left  Smith  Barney. 

Spraggins  herself  is  an  old  hand  at 
politics.  She  served  as  national  fund- 
raising   director  for   David   Dinkins 
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Mary  Landrieu 

during  his  successful  1989  New  York 
City  mayoral  bid.  Her  friend  Lan- 
drieu solicited  campaign  contribu- 
tions for  Dinkins.  She  penned  her 
solicitations  on  the  official  State  Trea- 
surer letterhead,  a  definite  no-no. 

Landrieu  denies  pushing  the  com- 
mission to  choose  Spraggins'  firm.  "I 
represent  only  one  vote  on  a  14- 
member  commission,'"  she  argues.  As 
for  using  office  stationer)'  for  political 
purposes,  it  was  a  mistake.  She  admits 
to  having  made  "one  or  two." 

G-37  has  effectively  banned  direct 
political  contributions  from  Wall 
Street,  but  there  are  ways  and  there 
are  ways.  Existing  rules  do  not  ban 
contributions  from  consultants. 

Let's  therefore  look  at  the  case  of 
Maurice  Durbin,  one  of  Louisiana's 
more  successful  consultants  and  lob- 
byists. Durbin  is  a  close  friend  of  Lan- 
drieu's  and  has  worked  as  an  unpaid 
adviser  on  the  Treasurer's  campaigns. 

In  mid- 1990  First  Boston  hired 
Durbin  as  a  consultant.  Later  that 
year,  First  Boston  won  the  job  of 
running  the  books  on  a  $78  million 
issue  of  equipment  lease  revenue 
bonds.  In  May  1991  the  Wall  Street 
firm  donated  $1,000  to  Landrieu's 
political  war  chest. 

Was  it  just  a  coincidence  that  one 
month  later,  First  Boston  came  up  a 
winner  on  the  college  savers  bond 
offering?  Later  that  year,  in  October 
1991,  First  Boston  picked  up  Lan- 
drieu's and  Durbin's  hotel  expenses 
for  a  fundraiser  the  women  attended 
in  New  York. 

First  Boston  ran  into  trouble  in 
1993  over  a  $605  million  Louisiana 
general  obligation  bond  issue.  After 
the  deal  was  done,  an  anonymous 
tipster  told  Landrieu's  office  that  First 
Boston  and  Lazard  Freres,  in  their 
role  as  co-senior  managers,  had  en- 
tered into  a  fee-splitting  arrangement 
with  a  minority-owned  firm.  First 
Boston  and  Lazard  had  paid  roughly 
half  their  fees  earned  from  selling  the 
bonds — $234,000 — to  the  minority 
firm,  which  didn't  sell  any  bonds  in 
the  deal.  The  minority  firm  had  con- 
nections to  Louisiana  Governor  FLd- 
win  Edwards. 

Landrieu  saw  her  chance  for  glory. 
She  blew  the  whistle  on  the  fee-split- 
ting arrangement,  embarrassing  Ed- 
wards, a  political  rival.  The  local  press 
called  her  a  crusader  against  corrup- 


tion. No  news  stories,  however,  men- 
tioned that  Landrieu's  pal  Maurice 
Durbin  had  been  crucial  in  getting 
First  Boston  into  the  big-league  bond 
business  in  Louisiana  in  the  first  place. 
Nor  was  there  anv  mention  of  the 
$7,700  in  loans  and  contributions 
that  Durbin  provided  to  Landrieu's 
1987  and  1991  campaigns. 

In  October  1993  Goldman,  Sachs 
joined  16  other  large  Wall  Street  firms 
in  volunteering  to  stop  contributing 
to  elected  officials  in  districts  where 
they  do  muni  bond  business.  This  was 
bad  news  for  Landrieu.  Goldman  was 
one  of  her  biggest  sources  of  contri- 
butions in  1991.  The  year  before  it 
had  won  a  co-senior  manager  assign- 


Louisiana  Governor  Edwin  Edwards 

A  good  ol'  boy  who  makes  a  perfect  foil 

for  would-be  reformer  Landrieu. 


ment  on  the  gasoline  and  fuels  tax 
revenue  bond  issue. 

All  was  not  lost,  however;  in  Sep- 
tember 1994  Goldman  anted  up 
$2,500  for  a  Landrieu  pet  project 
called  "8-g  For  Our  Kids."  None  of 
the  money  went  into  Landrieu's  cam- 
paign accounts.  No  matter:  She- 
reaped  favorable  publicity  for  helping 
kids,  in  addition  to  creating  some 
potential  new  business  for  investment 
firms.  8-g  For  Our  Kids  was  a  promo- 
tional campaign  started  by  Landrieu 
to  push  for  legislation  allowing  the  8- 
g  fund  to  invest  in  equities,  not  just 
the  fixed-income  securities  it  had  pre- 
viously been  limited  to.  The  legisla- 
tion passed  last  year. 

Among  those  who  stand  to  benefit 
most  from  the  legislation  are  Clarence 


(Benny)  Parent  and  Robert  Bickhai 
retail  stockbrokers  in  PaineWebbei 
New  Orleans  office.  Bickham  ai 
Parent  are  also  contributors  to  8 
For  Our  Kids  as  well  as  to  Landrieu 
present  gubernatorial  campaign. 

From  1990  through  1994  the  8 
fund  traded  over  $370  million  won 
of  securities — nearly  one-half  its  cu 
rent  assets — through  PaineWebber 
New  Orleans  branch. 

In  1989,  with  support  from  th 
treasurer's  office,  Bickham  and  Parer 
were  hired  as  paid  consultants  to  on 
of  Louisiana's  four  statewide  pensio 
systems,  the  Louisiana  State  Polic 
Retirement  System.  It  is  unusual  in 
deed  for  a  retail  stockbroker  to  b 
handed  such  a  plum  assignment.  Th 
next  year,  Landrieu  appointed  Bick 
ham  to  an  advisory  panel  created  tc 
study    Louisiana's   statewide    retire, 
ment  systems  (Landrieu  has  an  ex 
officio  seat  on  the  board  of  trustees  o 
each  of  them).  Landrieu  says  Bick 
ham's  experience  in  the  financial  mar 
kets  made  him  perfectly  suited  to  tht 
job.  A  Paine  Webber  spokesman  tola 
Forbes  that  neither  Parent  nor  Bick- 
ham could  comment. 

One  of  the  questions  we  wanted  to 
put  to  them  was  this:  Didn't  you  help 
fill  Mary  Landrieu's  coffers  as  well  as 
those  of  her  lather  and  brother  Mitch- 
ell? Since  1993  Bickham  and  Parent, 
along  with  Parent's  wife  Joni,  have 
contributed  $4,500  to  Maty  Lan- 
drieu. And  the  brokers  put  $2,000 
toward  Mitchell's  unsuccessful  1994 
New  Orleans  mayoral  bid. 

"We  have  tried  to  spread  the  busi- 
ness out,"  Landrieu  told  Forbes 
when  we  asked  her  about  steering 
business  to  Parent  and  Bickham. 
Maybe  so.  But  Bickham  and  Parent's 
privileged  status  is  well-known  in  the 
local  brokerage  community. 

Man'  Landrieu  will  be  competing 
in  October's  open  primary:  The  two 
top  vote  getters  will  face  each  other  in 
a  run-off  for  the  governorship  of  Lou- 
isiana. She  casts  herself  as  the  bringer 
of  "A  New  Beginning  for  Louisiana" 
and  an  enemy  of  "fiscal  irresponsibili- 
ty" and  "corruption  and  cronyism." 
The  more  things  change,  the  more 
thev  remain  the  same  in  politics.  We 
wouldn't  be  surprised  if  somewhere 
out  there  the  Kingfish  and  his  brother 
Earl  are  looking  down — or  up — 
mightily  amused  by  the  spectacle.  Hi 
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After  75  years,  the  partnership  between 
Citibank  and  Monsanto  is  growing  faster 
than  ever  before.  Year  after  year,  as 
Monsanto  expands  around  the  world,  it 
relies  on  Citibank  to  anticipate  its  global 
needs  with  customized  financial  solutions. 

CITIBANK 


Sprint. 

Business  - 


h 


1  hanks  to  Sprint  Business, 
Rail  Europe  increased  its  speed 
to  256  kilobits  per  second. 

Real  Problem.  Rail  Europe,  the  exclusive  sales  agent  for  most 
European  railways,  needed  a  way  to  offer  their  huge  database  of  schedule 
and  fare  information  to  travel  agents  all  over  the  world. 

Real  Solution.  Sprint  Business  put  them  on  track  with  SprintNet, 
the  world's  largest  public  data  network,  with  access  from  45  countries. 
What's  more,  with  X  .25  packet  switching  and  highly  reliable  access  at 
up  to  256kbps,  Rail  Europe  has  quickly  become  the  only  stop  for  thousands 
of  travel  agents  in  the  U.S.,  and  as  far  away  as  Japan  and  Australia. 
All  they  need  is  a  PC  and  the  price  of  a  local  call  to  book  virtually  any  train 
in  Europe  and  the  former  Soviet  Union.  24  hours  a  day. 
Sprint  Business  technology  helped  Rail  Europe. 
Let  us  help  your  business  do  more  business. 


1-800-669-4700 


©1995  Sprint  Communications  Company  LP. 


While  the  U.S.  blockade  keeps  U.S.  companies 
out  of  Cuba,  this  smart  Mexican 
is  moving  right  in. 

Their  man 
in  Havana 


By  Kerry  A.  Dolan 


Javier  Garza  Calderon  hopped 

his  Cannondale  mountain  bike,  wit 

visitor  following  behind,  and  took  . 

on  a  tour  of  Havana.  "Cuba  has  gj 

potential;1  the  young  Mexican  1 

lionaire  called  over  his  shoulder,  "J 

we  want  to   be   part  of  that."   I 

already  is,  thanks  in  part  to  the  U. 

trade  embargo  against  Fidel  Castro 

Javier  Garza,  46,  is  a  member  of  tl 

extended  Garza  Sada  family  that  h 

contributed  much  to  the  industria 

ization  of  Mexico  (Forbes,  July  1? 

In  June  of  last  year  Javier  Garza. 

holding    company,    Grupo    Domo 

clinched  a  deal  to  buy  into  the  Cuba 

phone  system.  In  return  for  pumpin 

in  an  initial  $200  million  of  a  proir 


Javier  Garza  Calderon,  chief  executive  of  Grupo  Domos  and  chairman  of  C  jbas  Etecsa 
The  US-  embai*°  eliminated  U.S.  competitors  and  eased  his  entrance  into  Cuba. 
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(ne  reason  for  our  long  history  of  success  is 
we  don't  make  interest  rate  bets.  Our  people 
manage  risk  by  hedging  with  CBOT  Treasury 
futures.  They  give  us  a  competitive  edge." 


Foster  L.  Aborn 

Chief  Investment  Officer 

John  Hancock  Financial  Services 


fohn  Hancock,  a  leading  underwriter  of  traditional  and  alternative  guaranteed  investment  products  for  pension 
:unds,  believes  in  prudent  and  disciplined  investing.  "We  hire  the  best  and  brightest  people  and  challenge  them 
co  deliver  superior  performance  with  a  prudent  approach  to  risk  management,"  says  Foster  Aborn.  Hancock  has 
made  CBOT  T-Bond  and  T-Note  futures  an  important  part  of  its  program  for  matching  the  duration  of  assets  and 
liabilities  in  GIC  portfolios.  "CBOT  futures  help  us  control  our  primary  interest  rate  exposure,"  continues  Aborn. 
They're  an  essential  risk  management  tool." 

To  find  out  how  Treasury  futures  can  give  you  a  competitive  /s*.    Q^JCdOO  B03fd  Of  "IfBCte 

edge,  call  for  a  copy  of  "Treasury  Futures  for  Institutional  Investors"  at 
1-800-THE-CBOT,  ext.  6004  or  1-312-435-3558,  ext.  6004. 
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technology  appl.es  to  the  Digital  Video  Disc  as  well  as  a  computer  storage  device. 
Toshiba  Multimedia 


rototype  (SD)  pi- 


.M  multimedia  monitor  is  currently  available. 


The  future.  It's  not  about  fear. 


Super  Density  Disc  (SD)  technology  will  create 


It  will  be  about  a  rebirth  of  ideas  and  information. 


interactive  programming  for  business,  education  and  entertainment. 


Immediate.  Faster.  And  in  a  smaller  package. 


allowing  for  over  seven  times  more  data  on  one  side  than  your  present  CD  or  CD-ROM. 


Digital  compression  will  be  the  new  globalspeak. 


Toshiba,  with  its  SD  alliance  partners,  has  defined  the  future.  Prepare  for 


And  like  a  child  in  the  backseat,  you  keep  asking, 


the  highest-quality,  uninterrupted,  real-time,  full-motion  video  experience. 


Are  we  there  yet? 


Silicon  Valley  and  Hollywood,  here  we  come. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 


Phones  for  Fidel 


ised  $700  million,  he  received  49%  of 
the  company  and  became  chairman  of 
the  board  of  Empresa  de  Telecomuni- 
caciones  de  Cuba — Etecsa — whose 
assets  include  all  of  Cuba's  telecom- 
munications properties  except  those 
that  previously  belonged  to  itt  Corp. 
To  celebrate  the  signing,  former 
Mexican  president  Carlos  Salinas  de 
Gortari  flew  to  Havana. 

As  a  relative  newcomer  to  telecom- 
munications, Javier  Garza  was  a  sur- 
prise winner  of  this  lucrative  fran- 
chise. Grupo  Domos  had  focused 
mainly  on  Mexican  real  estate  devel- 


opment and  waste  management.  Its 
only  experience  in  telecommunica- 
tions was  a  piece  of  a  cellular  franchise 
in  northern  Mexico  that  it  sold  to 
Motorola  in  1994  for  $100  million. 

Grupo  Domos  wasn't  the  Cuban 
dictatorship's  first  choice;  that  was 
Industrias  Unidas,  or  iusa,  whose 
publicly  traded  Iusacell  unit  has  the 
cellular  franchise  for  Mexico  City. 
Iusacell's  vice  chairman,  Carlos  Pe- 
ralta,  actually  signed  a  preliminary 
agreement  with  the  Cubans  in  De- 
cember 1993  but  backed  out  of  the 
deal  a  month  later.  Peralta  says  he 


changed  his  mind  because  Casi 
wanted  too  much  money.  Indusi 
insiders  say  Iusacell  decided  it  wot: 
be  better  to  spend  the  money  in  Me: 
co,  where  Iusacell  wants  to  compe 
against  Telefonos  de  Mexico  wh< 
Telmex's  monopoly  ends  in  199 
Peralta,  say  people  who  know  hir 
also  wasn't  sure  he  could  trust  t! 
Cuban  bureaucracy  to  leave  Iusaceli 
Cuban  business  alone. 

At  any  rate,  in  January  1994  tl 
Cubans  invited  Domos  to  take  Ius.- 
cell's  place  in  Etecsa.  "They  wante 
to  just  change  one  company  for  at 


The  return 
of  the  dollar 

At  69,  Fidel  Castro  still 
reigns,  but  he  no  longer 
rules  absolutely.  In  many 
ways  the  U.S.  dollar  has  be- 
come mightier  than 
Fidel.  There  are  now  two 
classes  of  people  in  Cuba's 
"classless"  society:  those 
who  have  U.S.  dollars  and 
those  who  don't.  Those 
who  have  dollars  live  well. 
Those  that  don't,  don't. 

Since  Russia  stopped 
subsidizing  the  36-year-old 
dictatorship  in  1991, 
there  hasn't  been  enough 
money  to  buy  many  es- 
sential imported  goods. 
This  has  tended  to  make 
the  peso  worthless  because 
there  isn't  much  to  buy 
with  it. 

Yes,  rice,  the  staple- 
food,  is  four  pounds  for  the 
peso  at  the  state-owned 
food  store;  at  the  official  ex- 
change rate  of  2  pesos  to 
the  dollar,  that's  just  13 
cents  a  pound,  but  at  the 
black  market  rate  of  40  pe- 
sos to  the  dollar  the  rice  is 
almost  free.  Trouble  is,  it's 
rationed  at  those  stores  to 
six  pounds  per  Cuban  per 
month.  The  typical  Cu- 
ban consumes  7  pounds 
of  rice. 

Besides,  in  the  modern 
world  people  do  not  live  on 


|  A  Jackson 

|  memorial 

1  in  Havana 

8   If  you  want 
a  better  life 
in  Cuba,  you 
need  friends  and 
relatives  on  the 
outside.  That,  or 
hustle  and  get  pah 
in  dollars.  Watch 
out,  tourists. 


rice  alone.  In  the  free 
markets  that  are  now  per- 
mitted for  farmers,  a 
pound  of  pork  goes  for  40 
pesos.  That's  just  a  buck 
in  U.S.  money,  but  it's 
most  of  a  week's  wage  for 
the  average  Cuban. 

To  keep  the  lid  on 
amidst  this  deprivation, 
Castro  has  allowed  a  par- 
tial dollarization  of  the 
Cuban  economy.  Where 
do  the  dollars  come  from? 
Mostly  from  emigre 
friends  and  family  of 
('ubans  who  have  re- 
mained at  home.  These 
dollars  can  be  spent  in 
free  markets  and  shops  that 
have  sprung  up  in  a  per- 
fectly legal  parallel  but  dol- 
lar-denominated econo- 


my. Cubans  can  even  swap 
their  greenbacks  for  spe- 
cial pesos  convertible  into 
greenbacks.  Not  many 
years  ago  Cubans  could  be 
shot  for  having  dollars. 

Cuban  Vice  President 
Carlos  Lage  Davila  told 
FORBES  that  25%  of  Ha- 
vana's families  get  dollars 
from  friends  and  family  in 
the  U.S.  Other  Cubans 
earn  hard  currency  work- 
ing in  the  spreading  num- 
ber of  dollar-based  busi- 
nesses on  the  island — 
among  them  dozens  of 
fashionable  restaurants 
where  one  can  eat  a  deli- 
cious seafood  dinner  for 
$10,  including  tips  and 
drinks. 

Bowing  to  dollariza- 


tion, according  to  Carlos 
Lage  the  regime  has  be- 
gun paying  workers  in  the 
steel,  sugar  cane,  mining 
and  fishing  industries  in- 
centive bonuses  in  those 
convertible  pesos.  The  rea- 
son is  obvious:  Since 
these  industries  earn  hard 
currency,  the  govern- 
ment wants  to  encourage 
higher  productivity.  Who 
wants  to  work  hard  for 
worthless  pesos? 

A  little  freedom  is  a 
dangerous  thing,  as  the 
Iron  Curtain  rulers 
learned  in  the  1980s.  So, 
too,  in  Cuba.  For  Castro, 
dollarization  spells  not 
the  beginning  of  the 
end  but  the  approach  of 
the  end.  WM 
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Chipmunk:  1.3  years. 


Butterfly:  2  weeks. 


Beetle:  21  days. 


Flicker:  6-7  years. 


Dragonfly:  48  days. 


Tinfoil  barb:  7  years. 


Many  creatures  on 

this  earth  have  such 

short  life  expectancies, 

they  don  V  really  need 

to  wony  about 

RETIREMENT. 


American  male:  72  years. 


Invest  in  a  NYLIAC 

Variable  Annuity* 

and  planning  for 

RETIREMENT  may 

very  well  be  one 

thing  you  won't  have 

to  wony  about. 


•A  PRODUCT  OF  NEWYORf  LIFE  INSURANCE  AND  ANNUITY  CORPORATION  (A  DELAWARE  CORPORATION!  DISTRIBUTED  BY  NYLIFE  rilSTRI8UT0RSINC,  MEM8ER  NASD.  5'  MADISON  AVENUE.  NEW  YORK.  NY  10010 
FOR  MORE  COMPLETE  INFORMATION.  INCLUDING  CHARGES  AND  EXPENSES.  CALL  1-800-522-4202  FOR  A  FREE  PROSPECTS  READ  IT  CAREFULLY  BEFORE  YOU  INVEST  OR  SEND  MONEY 
©1995  NEW  YORK  LIFE  INSURANCE   COMPANY.   51    MADISON  AVENUE.   NEW  YORK,    NY   10010.  ALL  RIGHTS  RESERVED] 
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Ln  Idea  Without  R&D  Simply  Won't  Fly. 

At  Advanced  Micro  Devices,  we  ckampion  ideas  tkat  make  a  difference  to 
our  customers.  Ideas  we're  willing  to  back  witk  over  $1.2  billion  in  researck 
and  development  in  tke  past  live  years  alone.  Wkick  means  customers  lor  our 
personal  computer  and  communications  microckips  can  rest  assured  tkat 
wken  tkeu  buckle  up  and  taxi  down  tke  runway  witk  AMD,  tkeir  performance 
curves  are  going  to  soar.  Tkese  days,  you  simply  can't  afford  to  invest  in  a 
computer  or  communications  system  unless  it  kas  tke  power  to  launck  you  into 
tke  future.  Tkat's  wky  we  will  continue  to  invest  our  resources  in  one  vision: 

If  it's  a  good  idea.  If  it  makes  a  difference.  Run  witk  it. 

AMDS 

Run   with   it. 


1-800-222-9523   Internet:  nttp://www.amcl.com 


Phones  for  Fidel 

other  in  the  agreement,"  says  Pedro 
Sepulveda,  Domos'  telecommunica- 
tions director.  "We  decided  not  to 
take  that  option."  The  Domos  team 
bargained  hard:  Domos'  exclusive 
12-year  Cuban  concession  was  twice 
as  long  as  iusa  had  been  promised, 
and  its  option  to  renew  the  conces- 
sion for  up  to  55  years  was  20  years 
longer  than  iusa's. 

For  its  part,  Domos  used  its  $200 
million  to  buy  from  the  Mexican  na- 
tional development  bank  $300  mil- 
lion face  value  in  Cuban  foreign  debt, 
and  delivered  the  bonds  to  Castro.  As 
part  of  the  deal,  the  development 
bank  also  granted  Cuba  a  $300  mil- 
lion credit  line  for  purchases  from 
Mexico  during  1995. 

With  only  3.5  phone  lines  per  100 
people,  Cuba's  phone  penetration 
rate  is  barely  one-third  Mexico's  level 
and  one-twentieth  the  U.S.  rate.  Ex- 
ploiting this  potential,  however,  will 
require  massive  capital  investment. 
Cuba's  phone  system  is  a  tangle  of 
antiquated  Soviet  and  American 
equipment,  with  some  modern  Euro- 


pean equipment  grafted  on.  Using 
Cuban  phones  would  try  the  patience 
of  a  saint.  Just  last  year,  only  20%  of 
calls  placed  to  Cuba  went  through. 

Where  is  the  fresh  capital  coming 
from,  to  say  nothing  of  technology? 

"They  [the  Cubans]  wanted 
to  just  change  one  company  for 
another  in  the  agreement," 
says  Domos'  telecommuni- 
cations director.  "We 
decided  not  to  take  that 
option."  Instead  the  Domos 
team  bargained  hard. 


Last  August  Domos'  telecom- 
munications unit,  Citel,  began  look- 
ing for  a  partner.  Interested  parties 
included  Bell  Canada,  Spain's  Tele- 
fonica, the  U.K.'s  Cable  &  Wireless, 
and  Stet,  the  Italian  state  telephone 
company.  Stet  won.  In  April  it  paid 
Grupo  Domos  $291  million  for  25% 


jnio 


of  Domos'  Citel  unit;  in  effect,  tl 
bought  Stet  a  12%  stake  in  Etecsa,  t 
Cuban  venture. 

Now  you  can  see  why  Javier  Gar 
is  so  pleased.  The  Stet  infusion  leav 
Garza  with  37%  of  the  Cuban  ventui 
but  with  the  capital  he  needs  to  sta 
rebuilding  the  antiquated  system.  T. 
raise  more  capital,  Garza  hopes  to  sc- 
another  stake  in  Citel  within  the  ne: 
several  months;  this  would  cut  h 
position  in  Etecsa  to  25%. 

While  Cuba's  socialist  economy  is 
disaster,  Etecsa  is  better  off  than  mos 
and  so  is  Domos,  which  will  take  1 0 
of  Etecsa's  hard  currency  profits.  La; 
year  Etecsa  generated  around  $80  mi; 
lion  in  foreign  currency  for  handlin 
calls  to  Cuba  from  outside  the  islanc 
The  faster  the  Citel  partners  upgrad 
the  Etecsa  system,  the  more  dollar 
based  international  calls  will  be  able  tc 
flow  into  Cuba  and  the  more  mone; 
Citel — and  Castro — will  make.  Ever 
with  the  U.S.  blockade  in  force,  inter 
national  phone  traffic  to  Cuba  is  in 
creasing  rapidly.  Last  fall  the  Federal 
Communications  Commission  autho 
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azed  AT&T,  MCI,   Sprint   and   three  | 


mailer  carriers  to  provide  direct-dial  f 
ervice  to  Cuba.  Etecsa  now  handles  I 
.0,000  international  calls  daily,  aver-  ~ 
ging  12  minutes,  most  of  them  be-  I 
a  ween  Cuba  and  the  U.S. 

With  his  foot  in  the  Cuban  door, 
avier  Garza  has  other  plans  for  the 
sland.  Grupo  Domos  is  negotiating 
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Hhtd  vith  the  Castro  regime  to  develop  8 
1  cm  I  riiles  of  pristine  Caribbean  beach- 
ront  at  Cayo  Largo  on  Cuba's  south- 
wnn  t  ;rn  flank,  and  plans  to  participate  in  a 
Mma  :onsortium  to  build  an  industrial  park 
it  a  near  the  Havana  airport. 
its.  Li  Back  in  Mexico,  Garza  is  looking 
>S0m  for  a  foreign  partner  with  which  to 
andtjj  enter  the  long  distance  telephone 
;ii-Jmarket  in  1997,  after  Telmex's  mo- 
ipgj  nopoly  expires.  "My  goal,"  he  said, 
doib  shortly  before  embarking  on  his  hon- 
ablej  eymoon  with  his  third  wife,  "is  to 
roonl  work  on  integrating  the  hemi- 
£vc  sphere — North,  Central  and  South 
America." 

Fidel  Castro?  He  will  soon  be 
nothing  more  than  a  footnote  to 
historv.  M 


is  ia 


Men 

utno 


Cuban  dictator  Fidel  Castro 

The  deal  with  Grupo  Domos  will  help 

his  hard  currency  problem. 


You  cBMi  huy  a  place  ma  mm 
loia  (oaia,  Ikowever,  lease  oee. 


oiy. 


I 


.t's  not  often  you  get  the 

>pportunity  to  be  part  of 
Ihistory.  To  walk  where  Billy 
I  the  Kid  walked.  To  sleep  where 

Kit  Carson  slept.  To  see  what 

Geronimo  saw.  But  now's  your  chance.  Fort  Stanton, 
I  listed  on  the  National  Register  of  Historic  Places,  is 

available  for  long-term  lease. 

Established  in  1855,  Fort  Stanton  is  located  on 

over  1200  acres  in  beautiful  Southern  New  Mexico. 

This  fully-operational,  multi-use  facility  has  room 


for  hundreds  and  comes  equipped 
with  over  80  structures,  including  a 
post  office,  fire  station,  infirmary, 
gymnasium  and  swimming  pool.  Kind 
of  different?  Sure.  But  then  again,  it  might 
just  be  the  opportunity  of  a  lifetime  for  your  com- 
pany. And  your  ticket  to  a  place  in  history. 

To  secure  a  Fort  Stanton  R.F.P  (Request  for 
Proposals),  call  (505)  827-2141. 
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Within  seconds,  your  trade  is  made.  On  the 
world's  most  advanced  trading  system. 
Enabling  you  and  the  seller  to  get  the  best 
possible  price.  A  partnership  is  born,  based 
on  trust.  Supported  by  technology. 


Where  technology  and  the  largest 
pool  of  investors  click. 


At  the  New  York  Stock  Exchange,  our  tech- 
nology lets  us  work  with  greater  speed, 
accuracy  and  reliability  than  any  other  equi- 
ties market.  Even  when  trading  volume  is  at 
its  highest.  That's  one  reason  why  we  attract 
the  world's  leading  companies.  Big  and  small. 
From  every  industry.  Raising  capital  to  make 
life  better  for  everyone.  That's  the  New 
York  Stock  Exchange.  Technology  friendly. 
Technology  smart.    Double  click. 


THE  NEW  YORK  STOCK  EXCHANGE 
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A  revolution  has  hit  South  Korea:  Suddenly  merchants 
are  giving  the  hardworking  consumers  an  even  break. 
That  spells  opportunity  for  U.S.  retailers. 

Park  Gui-Sook's 
reading  list 


By  Gale  Eisenstodt 

It's  Thursday  afternoon  and  Noh 
Jae-Ak,  a  manager  at  Price  Club  in 
Seoul,  is  mopping  his  brow.  His  near- 
ly 100,000-square-fbot  warehouse- 
style  store  is  jammed  with  shoppers. 
"I'm  losing  weight.  I'm  losing  my 
hair,"  says  Noh.  "To  keep  up  my 
strength  I  must  drink  Korean  herbal 
medicine.1''  Actually  Noh  is  thriving, 


despite  the  stresses  that  accompany 
success. 

A  typical  Price  Club  outlet  in  the 
U.S  has  45,000  members.  In  Seoul 
100,000  customers  have  paid  the 
$40  membership  fee  to  join  the  sin- 
gle Price  Club  outlet  that  was  opened 
last  October,  a  partnership  between 
Shinsegae    Department    Store    and 


PriceCostco  of  Kirkland,  Wash.  A 
erage  daily  sales  for  Price  Club 
Korea  are' $500,000,  with  sales  c 
some  Sundays  approach! 

$800,000.  By  the  year  2000  the 
will  probably  be  ten  Price  Club  stor 
in  Korea. 

U.S.  companies  are  set  to  bring  tr 
delights  of  discounts  to  Korea's  it 
creasingly  affluent  shoppers.  Execi 
tives      of     Korean      conglomeral 
Daewoo  recently  met  with  executive 
from  Wal-Mart  to  discuss  openin 
stores    in    Korea.    Oklahoma    City 
based    Fleming   Cos.,    a   wholesal 
food  distributor,  worked  with  th 
Sunkyong  Group  to  develop  its  dis 
tribution  strategy,  including  prelimi 
nary  plans  for  the  opening  of  Wall 
Mart-style  supercenters.  Meanwhile 
Tower  Records,  in  partnership  witl 
II  Kyung  Stores,  opened  a  store  in 
Seoul    this    summer.    Makro    anc 
Carrefour  of  Europe  are  also  moving 
into  the  market. 

The  market  is  ready.  Seoul  is  one  o 


Inside  Seoul's  new  Price  Club  store 

"Our  economic  policy  has  concentrated  on  manufacturing,"  says  a  trade  ministry  official.  "Now  we  must  modernize  distribution." 
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A  store  owned  by  the  E-Land  Group,  which  plans  to  open  more  than  100  next  generation  department  stores 

An  E-Land  director:  "Customers  have  a  right  to  the  best  product  and  price.  That's  more  important  than  misguided  nationalism. 


the  most  expensive  cities  in  the  world. 
Prices  for  many  daily  necessities  top 
those  in  New  York,  Los  Angeles,  Lon- 
don and  in  some  cases  even  Tokyo. 
To  make  life  a  bit  easier  for  consumers 
and  to  reform  an  archaic  distribution 
system,  the  Korean  government  is 
finally  making  it  easier  for  both  for- 
eigners and  local  businesses  to  open 
new  stores.  "Our  economic  policy  has 
concentrated  on  manufacturing. 
Now  we  must  modernize  distribu- 
tion,'" says  Yang  Sun-Yub,  a  deputy- 
director  at  Korea's  Ministry  of  Trade, 
Industry  &  Energy. 

What  a  change.  Only  two  years  ago 
David  Ussery,  now  president  of  Am- 
way  Korea,  was  suddenly  arrested  by 
Korean  police  and  hauled  off  to  jail. 
The  prosecutor  complained  that  Am- 
w  ay  was  disturbing  Korea's  work  eth- 
ic. "The  real  problem,"  observes 
Mark  Clifford  in'  a  recent  book  on 
Korea,  was  that  Amway  was  "encour- 
aging consumption  and  shaking  up 
traditional       retailing       methods." 

Forbes  ■  September  11,  1995 


Bargain  shopping  at  Kim's  Club 
Learning  from  Sam's  Club. 


Meaning,  it  was  posing  a  threat  to  the 
hundreds  of  thousands  of  small,  inef- 
ficient stores  that  supply  most  Korean 
consumer  wants  and  needs. 

On  a  recent  Friday  evening,  bar- 
tenders at  a  packed  T.G.I.  Friday's  in 
Seoul  were  performing  clever  tricks 
while  mixing  drinks.  "Young  Koreans 
are  eager  to  spend  money  and  have  a 
good  time,"  says  Jimmy  Lee,  execu- 
tive director  of  AsianStar  Inc.,  the 
Korean  partner  of  the  Dallas-based 
restaurant  operator. 

"Gradually  we  are  seeing  the  gov- 
ernment move  away  from  its  hysteri- 
cal anticonsumption  bent,"  says  Ste- 
phen Man-in  of  SsangYong  Invest- 
ment &  Securities  Co. 

To  their  credit,  some  of  Korea's 
smartest  retailers  are  joining  the  trend 
rather  than  fighting  it.  PriceCostco 
partner  Shinsegae  runs  elegant  de- 
partment stores  in  Seoul,  but  the 
company's  executives  have  seen  what 
is  happening  in  the  U.S.  and  else- 
where   as    department    stores    lose 
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thf       56th       UNWRITTEN       I 


AW       OF        DRIVING 


FOR   EVERY  TROOPER  SOLD 

THERE    ARE    23    PEOPLE 

WAITING  TO  BORROW  IT 


■■ 


/ 


— i 


THE  TROOPER  LIMITED   IS   ENDOWED  WITH 
|  BIC  FEET  OF  EXTREMELY  ACCESSIBLE  CARGO  SPACE. 
YOU  MAY  WANT  TO  KEEP  THIS  TO  YOURSELF 


Figures,  doesn't  it?  You  do  all 
the  necessary  research:  the  ease 
of  swing'Open,  split-rear  doors, 

convenient  split-folding  rear 
seats,  the  cavernous  cargo  space. 
Then,  the  moment  you  get  your 

hands  on  a  new  Trooper 
Limited,  there  they  are.  In-laws, 
brothers,  neighbors,  even  people 


you've  never  seen  before.  And 

all  of  them  wanting  to  use  it. 

You  can't  blame  them  really.  But 

you  can  tell  them  where  to  go 

(to  get  their  own,  we  mean). 

Call  (800)  726-2700. 

® 


I 

Practically  /Amazing 


Korean  retailing 


\r 


Seoul's  Tower  Records  outlet,  opened  this  summer 
Young  Koreans  are  eager  to  spend  money. 


ground  to  discounters  and  specialty 
merchants.  Rather  than  wait  to  be 
attacked,  they  decided  to  initiate  the 
attack  themselves.  "Today  wc  learn 
from  the  U.S.  in  retail,"  says  Yoo  Ha- 
ll, director  of  Price  Club  Shinsegae 
Department  Store. 

Encouraging  consumer  spending 
of  imported  goods  does,  however, 
pose  a  special  problem  for  South  Ko- 
rea: Local  manufacturers  of  things 
like  telecommunications  equipment 
and  ships  and  automobiles  are  heavily 
dependent  upon  the  Japanese  for 
components  and  capital  equipment. 


Thus  when  the  economy  is  strong  and 
production  surges,  as  is  happening 
now,  South  Korea's  trade  deficit  with 
Japan,  which  was  nearly  $12  billion 
last  year,  swells.  To  balance  things  out 
Korea's  patriotic  consumers  feel  that 
thev  should  buy  whatever  they  can 
locally. 

Kim's  Club,  a  discount  house 
opened  in  June  by  Korean  depart- 
ment store  operator  New  Core,  ap- 
peals to  nationalistic  sentiments  by 
emphasizing  that  it  mostly  sells  made- 
in- Korea  goods.  "Wal-Mart  boosted 
domestic  industry  in  the  U.S.  with  its 


buy- American  policies,"  says  Kir 
Club  director  Shin  Min-Kyun.  "j 
aim  to  do  the  same  for  Korea." 

This  also  creates  problems  for  t 
discounting  retailers,  however. 
Price  Club,  Korean  consumers  a 
buy  imported  Clout  detergent  f 
about  half  the  price  of  a  Kore; 
brand.  An  imported  cork  bullet 
board  is  about  20%  cheaper  than 
Korean-made  model.  But  Price  Ch 
officials  are  war}'  of  increasing  in 
ports  beyond  the  25%  of  sales  the 
currently  represent.  "We  won 
about  negative  propaganda  froi 
consumer  unions  and  local  vendors, 
admits  Daniel  Jahng,  a  manager  ; 
Price  Club. 

But    there    are    mavericks    wh 
care  less  about  trade  balances  an 
patriotic    sentiments    than    abou 
giving  the  customer  a  break.  "Cus 
tomers  have  a  right  to  the  best  prod 
uct  and  price.  That's  more  impon 
tant  than  misguided  nationalism,' 
says  Park  Myung-Kyoo,  a  director  1 
E-Land  Group,  Korea's  largest  ap 
parel  firm.  "We  don't  care  abou 
bringing    in     too     much     foreigr 
product." 

Last  year  E-Land  opened  its  firsv 
discount  outlet,  with  savings  of  50% 
on  clothing  and  big  bargains  on 
household  goods.  Over  the  next  five* 
years  E-land  plans  to  open  more  than 
100  "next  generation"  department 
stores  in  the  housing  developments 
that  have  sprung  up  around  Korea's 
major  cities.  With  $1  billion  in  annual 
sales  E-land  is  aiming  at  a  niche  be- 
tween department  stores  and  ware- 
house stores. 

It  is  also  moving  aggressively  over- 
seas. It  is  expanding  into  Taiwan, 
China  and  the  U.S.,  and  earlier  this 
year  bought  British  duffle  coat  manu- 
facturer Gloverall. 

E-Land  even  challenges  Korea's 
sexist  culture.  Park  Gui-Sook,  30,  an 
E-Land  manager,  is  one  of  many 
young  ambitious  women  who  are  ris- 
ing through  the  ranks  there.  To  earn 
her  latest  promotion  she  read  her  way 
through  E- Land's  required  list — in- 
cluding books  on  Benetton,  IBM, 
General  Motors  and  three  volumes  on 
Sam  Walton. 

Having  moved  into  the  first  rank  of 
industrial  nations,  South  Korea  is  now 
developing  a  retailing  and  consumer 
culture  to  match.  M 
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How  can  you  fax  your  customer,  call  shipping, 
and  video  conference  with  the  branch  office 
at  the  same  time? 


■   With  Nortel's  newest  desktop  business  applications, 

you  can  manage  all  your  communications  and  messages 

without  ever  leaving  your  desk.  ■  By  combining  your 

computer  and  phone,  Nortel  centralizes  your  voice  mail, 

e-mail,  faxes,  video  conferencing 

and  more,  right  on  your  desktop. 

Just  click  and  you're  in  control.  Check  messages, 

read  faxes  on-screen,  conduct  personal 

video  conferences,  even  share  files 

simultaneously.  And  that's  only  the 

beginning.  ■   It's  never  been  easier 

to  do  so  much  in  the  same  place,  at 

the  same  time.  With  Nortel,  you 

hardly  have  to  lift  a  finger.  ■ 

For  a  free  demo  disc,  you  can 

reach  Northern  Telecom 


Just  point  and  shoot. 


It's  Your  World 

Inves 


London  Hong   Kong  San    Francisco  Tokyo  Syc 


M 


You  will  receive  a  prospectus  for  the  G.T.  Global  Growth  Funds  with  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emergin  K; 
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^~\  ach  of  us  is  part  of  a  larger  picture  today. 
A  global  economy.  Which  is  why  we  believe  it 
makes  sense  to  look  beyond  our  national  boundaries 
for  investment  opportunities. 

Look  to  G.T.  Global.  We  specialize  in  global 
mutual  funds.  Since  our  founding  in  London  over 
25  years  ago,  we've  witnessed  the  economic  ups 
and  downs  in  every  part  of  the  world.  Our 
experience  and  worldwide  presence  helps  us 
distinguish  the  peaks  from  the  valleys.  And  our 
broad  selection  of  funds  gives  you  a  range  of  choices 
based  on  your  own  objectives  and  comfort  level. 

Talk  to  your  financial  adviser  about 
G.T  Global,  or  call  us  for  more  information.  We 
have  all  kinds  of  ways  to  invest  in  your  world. 
Whether  you're  trying  to  take  a  big  leap,  or  simply 
seeking  a  careful  but  steady  ascent. 

1-800-824-1580 


^PORE 


Toronto 


G.T.  Global 

MUTUAL  FUNDS 


ncluding  political  and  currency  risk.  Please  read  the  prospectus  carefully  before  investing.  G.T.  Global  Financial  Services,  Inc.,  Dist.  50  California  St.  San  Francisco,  CA  94111 


■.-■i-a-jih   i.iirnr 


Hypocrisy 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist 
and  a  senior  fellow  at 
the  Hoover  Institution 
in  Stanford,  Calif. 


WHENEVER  a  new  constitutional  amendment 
is  proposed,  the  arguments  against  the  particu- 
lar policy  are  usually  supplemented  by  the 
contention  that  we  should  not  "tamper  with 
the  Constitution." 

Constantly  changing  the  legal  framework 
of  a  whole  society  is  obviously  not  a  good  idea. 
Yet  those  who  argue  this  way  often  have  been 
not  merely  accepting  but  enthusiastic  when 
judges  have  tampered  with  the  Constitution 
to  have  it  mean  things  that  no  one  ever  dreamt 
that  it  meant  before.  In  tact,  many  of  the 
proposals  for  constitutional  amendments  have 
been  attempts  to  restore  previously  under- 
stood meanings  of  that  document. 

Whatever  the  merits  or  demerits  of  policy 
arguments  on  each  side  in  the  abortion  contro- 
versy, for  example,  this  was  never  a  constitu- 
tional issue  until  1973 — nearly  two  centuries 
after  the  Constitution  was  written.  The 
greatest  legal  minds  in  the  history  of  the  Su- 
preme Court  had  never  dreamed  that  the 
Constitution  mandated  one  policy  or  another 
on  abortion.  Headstrong  lightweights  like 
Justice  Harry  Blackmun  then  rushed  in  with 

The  Supreme  Court  decision 
striking  down  term-limit  laws 
demonstrates  constitutional 
"interpretation"  as  raw 
power  and  hypocrisy. 


the  Roe  v.  Wade  decision,  where  the  likes  of 
Holmes  and  Frankfurter  feared  to  tread. 

Cheers  from  the  liberal  galleries  of  the  media 
and  the  law  schools  drowned  out  the  question  as 
to  whether  this  was  not  tampering  with  the 
Constitution.  A  "woman's  right  to  do  what  she 
wants  to  with  her  own  body"  became  m  over- 
whelming cry.  But  government  by  overwhelming 
cries  is  the  antithesis  of  constitutional  law. 

A  constitutional  democracy  exists  precisely 
so  that  people  with  different  views  can  air  those 
views  and  work  out  some  resolution  through 
the  political  processes.  Nor  need  this  be  one 
uniform  resolution  throughout  a  large  federal 
system.  One  size  does  not  always  fit  all  and  some 
jurisdictions  may  reach  different  resolutions 
from  others. 

All  this  was  short-circuited  by  the  Supreme 
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Court's  Roe  v.  Wade  decision  making  aborti iV 
a  "constitutional  right,11  though  no  such  rig 
was  ever  written  into  the  Constitution.  It  wa 
judicial  coup  d'etat. 

Issues  ranging  from  capital  punishment  to 
nativity  scenes  at  Christmas  have  likewise  bee 
removed  from  the  democratic  process  by  the: 
judicial  coups.  Those  who  most  vehemently  i 
ject  "tampering  with  the  Constitution11 
through  the  amendment  process  established  1 
the  Constitution  itself  have  seldom,  if  ever, 
opposed  judicial  tampering.  Indeed,  they  hav 
cheered  it  on. 

Legitimate  concerns  about  tampering  have, 
been  used  disingenuously  to  try  to  leave  tampe 
ing  in  the  hands  of  those  likely  to  support  the 
policies  favored  by  liberal  ideologv. 

A  similar  fraudulence  can  be  seen  in  the  crie: 
of  horror  as  some  of  the  liberal  precedents  of  tH 
Warren  Court  era  have  been  scaled  back  in 
recent  years.  Precedents  have  suddenly  become 
sacred  to  those  who  could  scarcely  contain  thein 
delight  when  the  Warren  Court  overturned  prec 
edents  that  had  stood  for  generations. 

The  requirements  for  a  constitutional 
amendment — super  majorities  in  Congress  ano 
among  the  state  legislatures — are  far  more 
stringent  than  the  verbal  sleight-of-hand  by 
which  a  handful  of  Supreme  Court  justices  can 
"interpret11  the  words  of  the  Constitution  to 
mean  whatever  their  social  vision  dictates. 

The  recent  Supreme  Court  decision  strik- 
ing down  laws  against  term  limits  was  a  stark 
demonstration  of  constitutional  "interpreta- 
tion" as  raw  power  in  action — and  hypocrisy  in 
action,  both  on  the  part  of  the  majority  jus- 
tices and  of  those  in  politics  and  the  media  who 
are  opposed  to  both  term  limits  and  to  consti- 
tutional amendments. 

The  Constitution  itself  is  remarkably  clear 
,md  straightforward  about  what  the  states  and 
the  federal  government  can  do.  The  Tenth 
Amendment  says  it  all  in  one  sentence:  "The 
powers  not  delegated  to  the  United  States  by 
the  Constitution,  nor  prohibited  by  it  to  the 
States,  are  reserved  to  the  States  respectively, 
or  to  the  people."  In  other  words,  the  teds  can 
do  only  what  they  are  specifically  authorized 
to  do,  but  the  states  dr  the  people  can  do  what- 
ever they  are  not  specifically  forbidden  to  do. 

Supreme  Court  "interpretation":  The 
states  were  never  authorized  to  pass  term  limits, 
therefore  it  is  unconstitutional  for  them  to  do 
so.  Are  we  talking  tampering  or  are  we  talking 
tampering? 

This  decision,  turning  the  Tenth  Amend- 
ment upside  down,  was  possible  only  because 
the  Court  has  been  emboldened  by  accep- 
tance and  acclaim  for  a  long  series  of  similar 
usurpations  of  power.  The  time  may  be  long 
overdue  for  term  limits  on  judges.  Bi 
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U  TAKE  CARE  OF  THE  THINGS  YOU  CARE  ABOUT. 

s  up  to  all  of  us  to  take  care  of  tke  Eartk,  as  well  as  tke  tkings  tkat 
re  kere.  I  work  for  Georgia-Pacific,  a  forest  products  company,  and  tkey 


e 


lieve  tke  same  tking.  Wken  we  learned  tkat  tke  Coko  salmon  and  Steelkead 
:    ut  were  struggling  to  survive,  we  came  up  witk  a  plan  to  kelp.  We're 


mtting  large  koulders  and  logs  in  tke  rivers  to  create  calm  pools  wkere 

tke  small  fisk  can  grow  and  survive  until  tkey  kead 
out  to  tke  ocean.  It  was  sometking  tkat  needed  to  ke 

done  to  kelp  tke  fisk.  And  it  feels   good  to  know  tkat  my  company 
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is  Joind  it."  Dick  Patton,  Resource  Manager  GeOTgiaRjCJfiC       J^ 


They  say  of  Agnico-Eagle's  Paul  Penna  that  he 
can  smell  the  yellow  stuff  a  long  way  off. 

Gold  digger 


By  Howard  Rudnitsky 

Paul  Penna,  72,  mined  his  first  gold 
as  a  broker  of  penny  mining  stocks  in  a 
not-too-fancy  Toronto  brokerage. 
Today  he's  chief  executive  of  fast- 
expanding  Agnico- Eagle  Mines  and  a 
genuine  mining  entrepreneur. 

The  son  of  poor  Russian  Jewish  im- 
migrants to  Canada,  he  quit  school  at 
14,  worked  as  a  caddy  at  a  golf  course 
frequented  by  Bay  Street  financial  types 
and  later  became  a  golf-club  pro.  But 
he  was  fascinated  by  the  mining  talk 
among  his  customers  and  was  soon 
working  the  phones  at  a  penny  stock 
brokerage.  He  made  and  lost  a  bundle. 
Over  a  decade  later,  in  1962,  he  noticed 
a  small  silver  outfit,  Agnico  Mines,  he 
thought  was  badly  run. 

Mustering  some  disgruntled  share- 
holders, he  and  his  brother  bought 
stock  and  then  waged  a  proxy  fight  for 
control  of  Agnico.  Having  turned  it 
into  a  modest  success,  he  began  buy- 
ing shares  in  a  speculative  gold-min- 
ing company  called  Equity  Explora- 
tion. It  turned  out  that  Equity  had 
been  salting  its  drilling  samples,  .\nd 
when  the  Canadian  securities  com- 
mission cracked  down,  its  stock  col- 
lapsed. That  was  Penna's  signal  to  buy 
a  lot  more,  because  he  guessed  that 
despite  management's  shenanigans, 
there  was  real  gold  in  Equity.  There 
was:  some  17(),()()()  ounces,  it  later 
turned  out.  Penna  used  the  occasion 
to  buy  control.  He  changed  the  com- 
pany's name  to  Eagle  Gold  Mines  and 
ultimately  merged  it  with  Agnico. 

Penna  is  one  of  those  people  they 
say  can  smell  gold  a  long  way  off.  In 
1970,  for  example,  international  min- 
ing giant  Noranda  sold  its  Telbel 
Mine  in  Joutel,  Quebec  to  Penna  for 
just  $78,000,  figuring  there  wasn't 
enough  gold  in  ii  worth  mining.  Tel 
bel  proved  to  contain  500,000 
ounces  of  gold. 

Noranda  later  claimed  that  Penna 
had  been  less  than  forthcoming  about 
his  sense  of  smell.  In  1986  Noranda 
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had  a  big  stake,  with  Agnico,  in  the 
firm  that  owned  a  mine  (later  known 
as  LaRonde  Mine)  near  Cadillac, 
Quebec.  Noranda  sold  its  holdings  to 
Penna  for  some  $6  million.  Penna's 
geologist  soon  after  found  indications 
of  gold  reserves.  Noranda  charged 
that  Agnico  had  withheld  favorable 
drilling  data.  The  suit  is  still  pending. 


Agnico-Eagle's  Paul  Penna 
He  made  the  Fidelity  funds 
people  very  happy. 


But  a  lawsuit  doesn't  fa/c  Paul 
Penna.  Nor  do  financial  setbacks.  In 
1990  Agnico  Eagle  had  to  write  off 
played-out  mines  and  lost  big  money 
that  year  .md  the  year  after.  Agnico 
Eagle's  stockholders  equity  plunged 
by  some  $100  million.  Agnico's 
shares,  as  high  as  $34  in  1987,  fell  to 
around  Q-h  in  1991.  Penna  winced, 
but  kept  on  going.  "I  figured  the 
company  would  survive.  We  were  rap- 
idly building  up  production  at  the 
LaRonde  mine,"  he  says. 


He  was  indeed.  The  initial  develo 
ment  in  the  mid-1980s  of  the  th< 
open-pit  deposit  indicated  a  slim  0.( 
ounces  of  gold  grade  per  ton  of  oi 
not  enough  to  get  excited  about- 
one  reason  Noranda  had  bowed  or 
But  Penna  was  convinced  by  his  coi 
suiting  geologist,  Wencel  Hub 
check,  that  the  initial  drilling  wasn 
the  whole  story:  There  would  be  moi 
gold  underground  and  richer  ore. 

In  1991  Penna  persuaded  the  F 
delity  fund  people  he  was  right.  The 
parted  with  S3  million  in  exchange  9 
1 .2  million  Agnico  shares.  "FidelitJ 
investment  was  very  important  to  us,\ 
Penna  says.  "We  were  in  no  positioi 
to  get  bank  financing  then." 

Penna  used  the  cash  for  more  dfl 
velopment  and  his  geologist  vM 
proved  right.  Buoyed  by  encouraging 
drilling  results,  in  July  1993  Mens 
Lynch  Canada  underwrote  4.8  mil- 
lion shares  at  $11  a  share.  Again,  im 
January  1994,  it  underwrote  a  $126.5: 
million  5.75%  convertible  ten-yea 
note  offering.  In  just  seven  months 
Agnico  had  raised  $179  million,  and 
Fidelity  was  happy  as  a  clam  with  its 
S3  million  investment,  then  worthi 
about  four  times  what  it  paid. 

Last  year,  buttressed  by  rising  gold 
production,  higher  gold  prices  and 
declining  mining  costs,  Agnico- 
Eagle's  results  improved  smartly.  On 
revenues  of  $77  million,  cash  flow 
climbed  to  $22  million,  up  from  $13 
million  the  previous  year.  This  year  it 
looks  like  Agnico  will  top  1994's  re- 
sults, producing  170,000  ounces  of 
gold  and  throwing  off  $30  million  in 
cash  flow.  This  should  enable  Agnico 
to  finance  most  of  its  $75  million 
1995-97  capital  spending  internally. 

Its  LaRonde  deposit,  which  is  on 
the  Cadillac  Break  in  Quebec — one  of 
Canada's  oldest  gold  belts — could 
become  one  of  the  country's  largest 
gold  deposits.  Agnico- Kagle  owns 
five  more  Cadillac  Break  properties 
vet  to  be  explored,  and  another  prop 
erty  should  be  producing  40,000 
ounces  of  gold  annually  in  a  few  years. 

"Mines  aren't  found,  they  are 
made,"  Paul  Penna  likes  to  say,  refer- 
ring to  his  ability  to  wring  profits  from 
properties  others  have  given  up  on. 
"They  are  often  located  not  far  from 
where  gold  has  been  found  before." 
Call  it  smell,  call  it  luck,  Paul  Penna 
seems  to  have  the  golden  touch.     H 
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The  "Doppelchronograph" 

from  IWC. 

Two  stopwatches  in  one. 


$  21,995.-18  ct.  yellow  gold  with  leather  strap 
$    9, 995. -stainless  steel  with  leather  strap 
$  10,995. -stainless  steel  with  bracelet 

Anyone  planning  to  surpass  the  Pilot's 
Chronograph  from  IWC  is  going  to  have 
to  set  their  sights  pretty  high. 
In  the  end,  we  decided  no  one  was  better 
qualified  to  accomplish  the  job  than  IWC  . 
Now,  after  three  years  of  intensive  develop- 
ment and  testing,  the  "Doppelchronograph" 
is  ready  to  step  in  when  a  stopwatch  with 
a  single  function  isn't  enough. 
The  "Doppelchronograph"  has  two  'stop' 
buttons  at  the  2  and  4  o'clock  positions 
to  measure  lap  times  or  unit  distances  accu- 
rately and  independently  of  the  main  hand. 
With  its  sophisticated  split-second  hand,  the 
chronograph  features  one  of  watchmaking's 
greatest  achievements. 
Advanced  mechanical  chronographs  like 
this,  of  course,  are  extraordinary.  But  you 
can  always  console  yourself  with  the  thought 
that  you're  getting  twice  as  much  stopwatch 
for  your  money. 


IWC 

For  complete  catalog  please  call  (800)  432-9330 
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Windows  95 
software  in 


one  of  our 
beautiful,  custom 


DIGITAL  INTRODUCES  A  FULL  LINE  OF  COMPUTERS  OPTIMIZED  FOR  WINDOWS    95. 


Yes,  our  PCs  and  notebooks  are 


For  the  advanced  productivity 


beautiful.  But  perhaps  phenomenal  business  user,  it  sports  EDO 


is  a  better  way  to  describe  some  of 
the  industry's  most 
robust  platforms  for 


pentium 


memory,  pipeline  burst  cache  and 
PCI  bus  master  E-IDE.  Network- 
ready  with  integrated  Ethernet 
Windows" 95.  Take  the        and  DMI,  it  also  has  integrated  3D, 
new  Celebris™GL.  64-bit  graphics  with  WRAM, 


audio  and  CD  ROM.  And 
Windows*  95  makes  all  these 
powerful  features  easy  to  use. 

The  alliance  between  Digital 
and  Microsoft  isn't  new;  it's  been 
going  strong  for  ten  years.  Now, 
with  450  field  locations  worldwide, 
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ned  cases 


d  over  5.1  »< Hi  Microsoft-trained 
ofessionals.  Digital  is  a  key 
iicrosoft  Authorized  Support 
enter  and  the  only  major  PC 
>ndor  to  be  a  Windows   95 
Jutsource  Partner.  You  can  make 
case  for  the  benefits  of  such  an 
Jiance.    Weve  made  several. 


Call  1-S00-DIGITAL  for  your 
nearest  reseller,  or  visit  our  Web  Site 
at  www.pc.digital.com. 
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Rand  McNally's  road  atlas  gives  the  Bible 

a  close  race  as  the  alltime  bestselling  book.  The  atlas 

has  now  gone  electronic— with  impressive  results. 

The  message, 
not  the  medium 


By  Matthew  Schifrin 

WHEN  IT  COMES  to  computer  soft- 
ware, Microsoft  is  the  champ.  Usual- 
ly, that  is.  Nobody  paid  much  atten- 
tion when  Rand  McNally  brought 
out  its  first  software  product,  a  trip 
planning  program  called  TripMaker. 
Automap,  a  software  package  owned 
by  Microsoft  since  the  tall  of  1994, 
had  appeared  three  years  before.  But 
it  took  just  two  months  for  TripMaker 
to  push  Automap  out  of  first  place  in 


sales.  In  1994  Automap  accounted 
for  about  50%  of  the  S10  million 
market  for  trip  planning  software.  In 
1995,  with  the  market  2V%  times  big- 
ger. Rand  McNally  is  leading  with 
32%;  Microsoft  is  down  to  14%. 

There's  a  lesson  here:  Being  first 
with  technology  isn't  always  what 
matters. 

Rand  McNally  was  three  years  late 
in  introducing  its  road  map  software. 


Rand  McNally  scion  Andrew  McNally  IV 

He's  going  high  tech,  but  will  he  go  public? 
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in  part  because  it  feared  the  CD-Rffl 
would  cannibalize  sales  of  its  in 
mensely  popular  print  atlas.  When 
finally  moved,  the  Skokie,  111. -base 
company  bundled  the  print  and  sot 
ware  versions  and  gained  in  bot 
categories. 

Closely  held,  Rand  McNally 
headed  by  Andrew  McNally  '  I\ 
great-great-grandson  of  the  foundei 
It  sells  more  than  10  million  roai 
atlases  annually,  these  accounting  fo 
an  estimated  12%  of  its  $439  millioi 
in  1994  revenues.  This  atlas  is  thf 
single  bestselling  publication  in  th 
world  outside  the  Bible.  Ranc 
McNally  is  a  classic  example  of  how ; 
company  can  prosper  doing  just  a  few 
things  well. 

The  company  was  formed  in  1856 
by  William  Rand  and  Andrew  McNal-i 
lv,  printers  for  the  Chicajjo  Tvilnim 
who  began  specializing  in  rail  tickets 
timetables    and    cheap    paperbourm 
novels  for  bored  train  passengers.  In 
the  1890s  the  Rands  sold  out  to  the< 
McNallys,  and  the  company  got  into: 
atlases  after  McNally's  grandson,  An- 
drew McNally  II,  got  lost  driving: 
from  Chicago  to  Milwaukee  on  hiss 
honeymoon.  By  the  early  1900s  An- 
drew II  was  assigning  employees  to 
erect  signs  identifying  highways  by 
number.  The  U.S.  government  even- 
tually adopted  many  of  Rand  McNal- 
ly's ideas  for  numbered  highways.  In 
1924  the  company  produced  its  first 
complete  U.S.  road  atlas. 

Technology  for  technology's  sake 
has  never  motivated  the  company. 
Says  McNally,  "We  do  not  want  to  be 
on  the  bleeding  edge.  We  have  always 
had  a  strong  database  of  information; 
our  move  into  software  and  electronic 
information  is  customer  driven." 

When  it  finally  decided  to  go  elec- 
tronic, the  company  hired  Henry 
Feinberg,  former  top  manager  at 
United  Airlines'  scheduling  organiza- 
tion, Covia  Partnership.  Feinberg, 
43,  now  heads  up  Rand  McNally's 
publishing  and  new  media  division, 
including  maps  and  atlases,  educa- 
tional publishing,  retail  stores  and 
software. 

"When  I  got  here  in  1989,  what  I 
saw  was  a  company  with  fabulous 
assets  and  opportunities  for  technolo- 
gv,"  says  Feinberg.  Those  assets,  be- 
sides its  database  of  maps  and  atlases, 
included  children's  books,  of  which 
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How  could  the  builder  get  an  injured  carpenter  back  on  the  job? 

The  Company  Wanted  Its  Worker  Back. 


Our  solution  was  a  comprehensive  Liberty  Mutual  program 


that  included  treadmills,  weights,  walking  exercises 


and  on-site  work  hardening.  The  injured  worker  had 
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the  added  benefit  of  a  team  focused  on  his  needs. 


We  Said  Take  A  Hike. 


So  he  quickly  came  back  to  full  duty. 


If  you'd  like  an  insurance  company  that  knows 
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how  to  build  a  strong  business, 


talk  to  Liberty  Mutual. 


LIBERTY 
MUTUAL: 
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1994  Liberty  Mutual  Group 


Rand  McNallv 


An  IPO 

on  the  map? 


Rand  McNai  i.y  insists  it 
is  private  and  refuses  to  talk 
about  going  public. 
However,  actions  speak 
louder  than  words. 

The  company  recently 
hired  a  public  relations 
firm  and  elevated  a  for- 
mer financial  man  and  the 
first  nonfamily  member, 
John  Bakalar,  to  president. 
It  also  has  well -connect- 
ed investment  bankers,  in- 
cluding Morgan  Stan- 
ley's chairman  of  asset 
management,  Barton 
Biggs,  on  its  board. 

Says  Biggs,  "This  com 
pany  is  a  jewel  with  very, 
very  valuable  assets." 

Bilges  himself  is  a  lone- 
time  holder  of  some  of  the 
1  million  shares  Rand 
McNallv  has  outstanding. 


Though  the  company  is 
essentially  private,  it  does 
have  some  shares  in  pub- 
lic hands,  though  they  are 
hard  to  come  by.  Ac- 
cording to  one  market- 
maker,  Chicago  Corp., 
about  18,000  shares  trad 
ed  last  year  in  the  pink 
sheets — an  average  of  350 
per  week.  Recent  price, 
S165. 

Last  year  Rand 
McNallv  earned  S14. 3  mil 
lion,  or  SI 3.07  per 
share — cheap  at  under  13 
times  last  year's  earnings 
for  a  strong  and  growing 
brand  franchise.  You  can 
be  certain  that  if  and  when 
the  company  goes  pub- 
lic, the  price  will  be  set  a  lot 
higher  than  that. 


Henry  Feinberg,  president  of  Rand   VNally  Publishing 
Breathing  a  second  wind  into  this  iroud  old  franchise. 


Rand   McNallv  is   the  third  bigge 
printer,  and  reference  books,  its  titll 
including    World   Book   Enyclopcdi\ 
Physicians'1  Desk  Reference  and  Me| 
riam  Webster's  dictionaries. 

The  companv  still  does  well  in  il 
original  ticket  printing  business,  i! 
Docusystems  division  is  responsibil 
for  a  big  percentage  of  the  airlinil 
railroad  tickets  and  baggage  clairj 
cheeks  printed  around  the  world. 

Rand  McNallv  already  had  a  toe  i 
the  electronics  water  as  a  copier  ofcj 
ROMs  and  floppies  for  software  comj 
panics  like  Microsoft,  IBM  and  Borl 
land,  a  business  it  purchased  in  1992] 

Feinberg  soon  married  this  manuj 
facturing  and  computer  know-howl 
with  McNally's  map  database.  No\*l 
Rand  McNallv  can  make  changes  or! 
most  of  its  10,000  different  map; 
within  a  few  minutes,  compared  with] 
a  few  months  of  correcting  layers  oil 
film.  Before,  the  heart  of  Randj 
McNally's  cartography  department! 
consisted  of  300  skilled  mapmakefl 
laboriously  plotting  coordinates  or 
researching  geographic  changes.  Thai 
heart  today  is  a  series  of  darkened^ 
rooms  with  100  powerful  Unix-based, 
geographic  design  workstations. 

With  the  stroke  of  a  few  keys,  car-- 
tographers  can  make  changes  and  ploti 
in    three-dimensional    shaded    reliefl 
maps.  "If  I  want  to  show  you  what! 
Hannibal  saw  when  he  approached! 
the  Alps  in  218  B.C.E.,  I  could  repro- 
duce his  exact  view  in  three-dimen- 
sional   color    on    this    computer,'] 
boasts  Feinberg. 

So  far  the  company  has  introduced 
two  other  software  products  besides 
TripMaker:  a  world  atlas  on  CD-ROM^ 
which  sells  at  places  like  Wal-Mart  for 
about  $19,  and  an  educational 
Screensaver  about  U.S.  geography. 

Game  software  may  be  next.  Rand 
McNally's  chief  cartographer,  Mi- 
chael W.  Dobson,  has  lately  been 
spending  much  of  his  time  playing 
computer  games  and  visiting  game 
developers'  conferences. 

"I  solved  Myst  in  about  a  week,'" 
boasts  Dobson,  who  would  like  to 
rekindle  the  romance  of  maps 
through  computer  games. 

Marshall  Mcl.uhan  to  the  contrary, 
the  medium  is  not  always  the  mes- 
sage. Because  it  had  the  best  message. 
Rand  McNallv  was  able  to  capture  the 
medium  despite  a  late  start.  wm 
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rom  New  York  to  Los  Angeles,  there  is  no 
economically  smarter  way  to  fly  than  by  airline 
Your  cost  per  mile  is  the  lowest,"  says  William 
Koch,  vice  president  of 
AMR  Combs,  the  exec- 
utive aviation  affiliate 
of  American  Airlines. 
"But  try  to  visit  three 

cities  in  one  day  by  airline,  or  try  to  reach  those 
out-of-the-way  places.  Then  business  aviation  is 
the  best — and  often  the  only — way  to  go." 

John  W.  Olcott,  president  of  the 
National  Business  Aircraft  Association 
(NBAA),  agrees  that  airline  trans- 
portation and  corporate  avia 
tion  form  an  impor- 
tant business-travel 
partnership.  NBAA 
represents  more  than 
3,000  North  American  com- 
panies that  operate  more  than 
5,500  business  aircraft  and  generate 
$3  trillion  in  annual  revenues.  "Even 
though  our  members  are  the  largest  users  of 
business  aviation  in  the  world,  they  are  also 
heavy  purchasers  of  airline  tickets,"  says  Olcott.  Last 
year,  NBAA  members  spent  an  estimated  $1  1  billion 
on  airline  transportation — more  than  they  spent  on 
business  aviation. 

These  companies, 
along  with  many  thou- 
sands of  others  across 
the  globe,  use  corpo- 
rate aircraft  for  a  significant  business  advantage.  The 
company  aircraft  is  a  communications  tool  and  an  air- 
borne extension  of  the  office,  says  Olcott.  "It  is  a  tool 
that  allows  a  company  to  maximize  the  productivity  of 
its  two  most  important  assets:  people  and  time." 


km 

9 

How  can  business  aviation  offer  a  better  a 
tive  for  optimizing  time?  Airlines  serve  some  J 
U.S.  cities,  but  nearly  80%  of  all  airline  traffiq 

routed  through  48 
airports,  three  in  th< 
York  City  area  alonj 
you  put  48  dots  on" 
map,"  says  Koch, 
going  to  have  a  lot  of  very  big  gaps." 

Business  aviation,  on  the  other  hand,  s{ 

over  5,000  U.S.  airports.  By  using  bi 

aircraft  that  fly  direct  and  avoid  tirl 

consuming  connections  and  gnl 

travel  delays,  a  company  c{ 

multiply  its  air-travel  effq 

ness  by  a  factor  of  (| 

least  100. 

Frito-Lay,  ba's 
n  Dallas,  operci 
three  corporate  aircm 
"If  the  company  airplam 
makes  sense,  then  our  people  ■ 
it,"  says  Mack  Angel,  the  company 
director  of  aviation.  "Often  the  decisiol 
can  be  made  in  favor  of  the  company  plar.| 
based  on  alternate  travel  costs  alone.  In  otheel 
cases,  the  company  plane  is  not  a  lot  cheaper  Ilk 
saves  critical  time,  allowing  everyone  on  the  triplj 

be  more  efficient  and 
productive." 

For  a  variety  of  rea 
sons,  operating  a  busi 
aircraft  can  be  the 
smartest  decision  a  company  can  make.  And  w 
available  options  like  charter,  leasing  and  fracti 
ownership,  a  company  doesn't  even  need  full 
ownership  of  a  corporate  aircraft  to  realize  all  t 
advantages. 
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*ust  when  you  thought  you'd  seen  it  all,  Cessna 
js  center  stage  with  the  Citation  Ultra.  This 
.arkable  aircraft  takes  another  dramatic  step 
Jjvard  in  performance. 

JWith  its  powerful  JT15D-5D  engines,  the  Ultra 
lies  more  payload,  more  quickly  to  altitude  than 
Predecessor,  the  Citation  V.  Climbing  direct  to 
:-|000  feet  in  just  31  minutes,  the  Ultra  rises  above 
1st  weather  and  well  above  all  turboprops.  It  cruises 
Ipeeds  of  nearly  500  mph,  yet  achieves  outstanding 
flciency  through  miserly  fuel  consumption.  The 
'Ira's  low  cost  of  operation  is  without  equal  among 
•craft  in  its  class. 

|  When  the  Ultra  takes  its  performance  on  the  road, 
knows  remarkable  agility  at  remote  locations.  It 
:n  land  using  just  2, 100  feet  of  runway.  And  after 


quick-turn  service  enhanced  by  single -point 
refueling,  this  exceptionally  reliable  aircraft  is 
ready  for  an  encore  performance. 

The  [fc's  performance  is  most  appreciated 
by  passengers  who  stretch  out  in  a  cabin  that 
is  several  feet  longer  than  other  jets  in  its  class. 
Fourteen  windows  provide  an  unobstructed 
view  of  the  world  rushing  by. 

Discover  for  yourself  why  the  Citation  Ultra 
has  received  accolades  from  even  the  toughest 
industry  critics.  Contact  Roger  Whyte, 
Vice  President,  Worldwide  Sales, 
atl-800-4-CESSNA. 

"i 

Cessna 

A  Textron  Company 


CITATION   ULTRA 


ttl'd  II 1     104      TOYOTA  MOTOR  SALES  U.S.A. 


ale  Cieszl,  executive  vice  president, 
Toyota  Motor  Sales  U.S.A.,  offers  his  view  on 
business  aviation: 


Our  business  is  unique  in  that  our  prod- 
ucts are  sold  both  through  Toyota  and  Lexus 
dealers  across  the  country.  It  is  very  important 
that  we  have  frequent  contact  with  these  deal- 
ers. There  is  nothing  like  getting  out  and  hav- 
ing a  chance  to  share  our  thoughts  with  them. 

CREATING  TIME 

"I  think  the  most  valuable  use  of  corpo- 
rate aircraft  involves  time-saving.  Our  corpo- 
rate aircraft  made  it  possible  for  me  to  travel 
from  California  to  upstate  New  York  and 
then  to  Washington,  D.C.,  for  meetings  the 
next  day.  I  went  from  there  to  a  meeting  with 
the  Southeast  Toyota  distributor's  dealers  and 
returned  to  Washington.  From  there,  I  went 
to  upstate  Michigan,  met  with  our  Cincinnati 
regional  dealers  and  returned  home  yester- 
day morning.  This  was  over 
a  one-week  period,  but  to 
make  this  schedule  any  other 
way  would  have  been 
impossible." 

SECURITY 

"I  always  feel  more  secure 
and  safe  in  a  corporate  air- 
craft. Our  planes  are  well- 
maintained  and  flown  by 
qualified  pilots.  We  complete- 
ly understand  our  pilots'  train- 
ing program.  We  understand 
the  superior  capability  of  the 
corporate  aircraft  in  terms  of 
the  power,  takeoff  and  land- 
ing capabilities.  And,  quite 
frankly,  I  don't  think  you  have 
the  same  jet  lag  when  you 
are  flying  on  a  corporate  aircraft. 

AIRBORNE  OFFICE 

"A  couple  of  weeks  ago  I  was  traveling 
with  others  to  some  important  meetings  that 
would  require  a  great  deal  of  preparation. 
Instead  of  preparing  the  day  before,  we 
were  able  to  prepare  on  the  flight.  We  were 
on  the  plane  for  five  hours  and  had  a  five- 
hour  business  meeting  where  we  went 
through  everything  we  needed  to.  That  really 
was  added  time." 


"" 


PRIVACY 

"You  have  the  opportunity  to  discuss  the 
most  confidential  matters  without  any  security 
concerns.  How  many  times  have  you  been 
on  a  commercial  plane  and  the  people 
behind  you  are  talking  about  a  confidential 
business  matter  and  you  hear  everything 
they're  talking  about? 

"We  were  coming  back  on  the  flight  yes- 
terday morning  and  I  got  a  notice  to  call  our 
Washington  office.  I  found  out  that  the 
[U.S. /Japanese]  trade  dispute  had  been 
resolved.  We  had  to  get  out  a  press  state- 


5  ment  immediatel) 
w  was  free  to  talk  c 
telephone  withou 
reservation  aboul 
ering  things  I  woi 
have  been  very  h 
tant  to  cover  in  a 
mercial  aircraft." 


FLEXIBILITY 

"We  can  land 
er  to  our  destinat: 
and  someone  car 
me  up  right  at  the 
port.  I  can  condu< 
our  business,  havt 
meeting,  be  back 
the  plane  and  in  t 
office  that  afternon  linear 
or  proceed  to  ano^ji 
location  and  anotl 
meeting. 

"If  necessary,  vl 
can  continue  in  a 
negotiating  sessior 
not  knowing  when 
meetinq  will  end.  Then 
a  big  advantage  to  ha 
ing  that  kind  of  flexibil* 
You  don't  feel  the  pres: 
that  'I've  got  to  concluc.AI 
this  by  a  certain  time.' 
You're  sitting  there 
relaxed  and  probably 
better  negotiating  stanc, 


PERSONAL  TOUCH  VS.  I 
HIGH-TECH 

"Technology  has 
added  a  new 
dimension  to  busi 
ness.  It  has 
increased  our  cap 
bility  and  the  amount  of  information  avail- 
able. But  I  don't  think  it  is  a  substitute  for  tf 
human  element — the  ability  to  deal  with  pe 
pie  or  to  relate  with  people. 

"In  some  ways  I  agree  that  the  increase 
information  available  has  made  the  market 
move  at  a  more  rapid  pace.  Consumers'  atl 
tudes  change  almost  overnight  based  on 
what  they  see  on  television  and,  as  a  conse 
quence,  you  need  to  be  much  closer  to  the 
market  than  you  were  50  or  1  00  years  age 
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YOU    NEVER 
GROUND. 


1DVANCED  SATELLITE  TECHNOLOGY 

THAT  COSTS  LESS  THAN 

AIR-TO-GROUND  SYSTEMS. 


M  ds  year  the  most  powerful  satellite 
:r<  pr  built  for  mobile  telephone  service 
was  successfully  launched  over 
k     North  America.  As  a  result,  in  a 
few  months  business 


ffl£y|^L  aircraft  will  have  a<  •< •<  :ss  t<  i 
m       the  lowest  cost  most 


advanced  in -cabin  tele- 
tones  and  telephone  service  ever 
ailable. 

GAL  Corporation  introduces  the 
\LQuest™  satellite  phone  which  will 
tail  for  $15,500  plus  installation. 
And  American  Mobile  Satellite 
orporation  (AMSC)  introduces 
'A  KYCELL"M  Satellite  Telephone  Service 

;i/v/<ei  ■     which 

^  ■  ^*fc^»^=     includes 

Satellite  Telephone  Service  •  1    , 

voice,  data 
id  Group  III  fax  service  for  as  low  as 
1.99  per  minute.  These  are  much 
>wer  prices  than  air-to-ground 
Jephone  systems.  And  incredibly  low 
rices  compared  to  todays  satcom 
srvice. 

COMPLETE,  SEAMLESS 

JORTH  AMERICAN  TELEPHONE  SERVICE 

COVERAGE. 

^VtSC's  advanced  satellite  provides  an 
expansive  coverage  area  extending 
rom  Alaska  to  the  Panama  Canal 


including  the  Caribbean  and  hundreds 
of  miles  off  all  U.S.  coasts.   ^ftL. 
No  gaps  in  service.  No 
call  hand-ofis  from  tower - 
to -tower  which  often 
result  in  dropped  calls. 

The  CALQuest  phone  works 
everywhere  in  AMSC's  North  American 
coverage  area. 

DIRECT  NO-HASSLE 

UP-CALLING  FROM  ANYWHERE 

IN  THE  WORLD. 

With  the  CALQuest  phone,  up -callers 
simply  dial  the  aircraft's  telephone 
number  and  in  seconds  the  phone  in 
die  cabin  rings.  No  up-paging.  No 
dialing  ground  stations  to  find  aircraft. 
The  GALQuest  phone  works  just  like 
the  one  on  your  desk  And,  calling  the 
aircraft  is  toll  free. 

CALL  800-753-2672  FOR 
ALL  THE  DETAILS. 

Trie  CALQuest  phone  and  SKYCELL 
service  will  revolutionize  in- cabin 
communications  in  the  busir 
aviation  market  Orders  are  h 
accepted  today.  To  find  on  I  or 

place  your  order,  cal]  8 
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PHONE 


(OfUfHUN.  CATIONS  you  may  never  again  be  out  of  touch 


ust  imagine:  You're  flying  at  41,000 
feet  at  a  speed  of  500  mph.  The  phone 
rings.  The  connection  is  clear  as  a  bell.  It's 
your  office.  Wait,  the  second  phone  is  ring- 
ing. No  need  to  respond;  your  fax  picks  up 
this  time.  While  you  talk,  the  printer 
churns  out  the  faxed  press  release  for  your 
approval.  Science  fiction? 

That's  the  state  of  current  air-to-ground 
communications.  Service  like  this  is  avail- 
able in  a  cost-effective  way  for  virtually 
every  business  aircraft,  from  a  turboprop  to 
the  largest  intercontinental  busi- 
ness aircraft.  New-generation  air- 
to-ground  communications  have 
transformed  the  way  people  use 
their  corporate  aircraft  and  have 
enhanced  the  value  that  business 
aviation  can  offer. 

C0mfTlUHIC4)T10HS 

EVOLUTION 

What  is  driving  the  communica 
tions  race  aboard  business  aircraft? 

"With  e-mail,  voice  mail,  the 
Internet  and  cellular  phones,  the 
global  business  environment  is 
operating  at  hyperspeed,  24  hours 
a  day."  says  Gil  Wolin,  a  management  con- 
sultant based  in  Lafayette,  Colo.  "We  once 
had  the  promise  of  the  30-hour  work  week 
and  a  great  deal  of  leisure  time.  Now  we're 


I   working  twice  as  long  and  technology  has 
allowed  business  to  etch  away  at  our  per- 
sonal life." 

Twenty  years  ago,  maximum  flight  times 

l   were  only  about  three  hours.  The  required 
fuel  stop  on  cross-country  flights  provided  a 
good  opportunity  to  stretch  one's  legs  and 
call  the  office.  Now,  fuel-efficient  engine 
technology  has  pushed  airplanes  to  four-, 

I  six-  or  even  nine-hour  capability.  That  is  far 
too  long  to  be  without  business  contact. 
Next  year,  those  limits  will  stretch  even 


further  when  the  first  of  the  globe-span- 
ning business  aircraft  will  appear.  The  lat- 
est Gulfstream  V  and  Bombardier  Global 
Express  will  be  capable  of  flying  from  any 


place  on  the  planet  to  any  other  with 
gle  fuel  stop.  That  translates  to  14-ho 
nonstop  flights.  In  the  global  market  t 
ronment,  businesses  and  governments 
|  rise  and  fall  in  that  time  frame. 

Consequently,  today's  corporate  ai 
I  are  vital  communications  centers.  "Th 
I  borne  office  and  command  center  hav« 
I  arrived,"  says  Wolin.  "This  is  a  very  n 
:  kind  of  working  environment,  where  t 
I  ness  need  not  stop  even  for  a  minute." 


VOUJt    0UIU 
It    (JHUIK 

In  August,  AT&T 
Wireless  Services' 
Aviation  Communican 
Division  resolved  the 
ground-to-air  call  com 
drum  with  its  land-ba; 
airborne  phone  system 
Prior  to  this,  only  one- 
way, air-to-ground  cal 
were  possible,  althoug 
paging  system  was  avi 
able  to  let  fliers  know 
».  someone  wanted 
contact  them.  No 
one  can  call  an  ai; 
craft  directly  fror? 
the  ground  via  fax  or  voice. 

The  new  digital  technology  also  allow 


-PllK-HlTi    HM'    MAJOR  FOOD-PRODUCTS  MANUFACTURER 


Pennsylvania-based  food-prod- 
ucts manufacturer  operates  three  business 
aircraft  in  very  different  roles.  Although  air- 
lines are  the  principal  mode  of  business 
travel,  the  corporate  aircraft  provide  point- 
to-point,  on-demand,  critically  timed  trans- 
portation when  it  is  essential. 

Because  the  company  is  located  in  an 
isolated,  rural  area  of  the  state,  a  Raytheon 
Beech  King  Air  is  used  as  a  feeder  for  inter- 
national airline  connections  in  New  York, 
Washington,  D.C.  and  Philadelphia. 

KEEPING  PRODUCTION  LINES  HUMMING 

The  King  Air  also  makes  frequent  visits 
to  outlying  manufacturing  facilities  sprinkled 
throughout  the  mid-Atlantic  and  New 
England  states.  These  plants,  located  within 
a  250-to-300-mile  radius  of  headquarters, 


operate  on  a  24-hour  basis.  They  must  be 
visited  regularly  by  the  company's  central- 
ized engineering  staff,  manufacturing  super- 
visors, production  personnel  and  technical 
staff  to  ensure  that  production  lines  run 
smoothly. 


BROAD  SALES  REACH 

A  Raytheon  Beechjet 
400A  is  used  most  frequei 
ly  for  sales  and  marketing 
trips  to  smaller  cities  and 
towns  poorly  served  by  co 
mercial  air  service.  For  lor 
distance  travel,  the  compa 
uses  its  wide-body  Canadc 
Challenger.  The  cabin  spa( 
becomes  particularly  valu- 
able for  work  or  rest  on 
these  longer  trips.  There's  c 
saying  that  the  size  of  an  aircraft  cabin 
"shrinks"  in  reverse  proportion  to  flight 
time.  The  large  cabins  used  for  long-range 
flying,  however,  add  that  extra  level  of 
comfort  so  passengers  can  arrive  relaxed, 
refreshed  and  ready  for  work. 
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EROSPACE 

Ttitude.  Speed.  Time...  All  shown  by  a 
pointer  or  needle  on  an  indicator,  even  on  the 
latest  aircraft.  Because  a  pointer  sweeping 
lover  a  circular  gauge  is  what  a  pilot  sees  and 
understands  most  readily  -  particulary  when 
keeping  track  of  countless  other  pieces  of 

'"  ■  information. 

By  contrast,  digital  readouts  provide  finer  and 
fuller  detail  -  time  to  Viooth  of  a  second,  for 
instance,  or  alphanumerical  data.  They  also 

H '  simplify  the  setting  of  programable  functions. 

'  'ol  I  Breitling's    Aerospace    implements    these 

too  !  display  principles  to  the  full.  Little  wonder  it 
is  the  unquestioned  choice  of  the  world's 
topflight  aerobatics  teams. 

spot 


"'5 


Multifunction  quartz  electronic  instrument 

watch  with  combined  analog  and  digital 

display. 

Hours  and  minutes  shown  by  conventional 

hands. 

Alphanumeric  menu  and  functions  displayed 

in  two  LCD  windows. 

Chronograph  calibrated  to  Viooth  of  a  second. 

With     alarm,     countdown    timer,     second 

timezone,  day  of  the  week  and  date  functions. 

Chronograph      operated      and      functions 

programed  directly  by  the  crown. 

Titanium  case  water-resistant  to  100  m  (330  ft), 

with  glareproofed  sapphire  crystal. 

Available  with  leather  strap  or  Aerospace  or 

Professional  bracelet. 


ii 


BREITLING  USA 

Two  Stamford  Landing 
Stamford,  CT  06902 

For  a  dealer  near  you, 
please  call  203.327.1411  (ext.  300),  and  mention  this  ad. 


INSTRUMENTS        FOR        PROFESSIONALS 


two  simultaneous,  very  clear  and  under- 
standable airborne  voice  calls  or  a  combina- 
tion of  voice  and  data  or  fax.  Problems  with 
call  handoffs  from  cell  to  cell  have  also 
been  resolved.  With  the  improved  system, 
these  interruptions  are  infrequent,  allowing 
uninterrupted  fax  and  data  communications 
for  as  long  as  30  to  45  minutes. 

iuw  mmuu  juyiu 

The  newest  contender  in  the  communi- 
cations race  is  American  Mobile  Satellite's 
Skycell  system.  In  April, 
American  Mobile  Satellite,  a 
joint  venture  of  Hughes 
Electronics,  AT&T  and  Mtel 
Corporation,  announced  a 
new,  low-cost  satellite-com- 
munications system  that  will 
allow  seamless  voice,  fax 
and  data  communications 
across  virtually  all  of  North 
and  Central  America  as  well 
as  the  Caribbean.  The  system 
is  lightweight  and  cost-effec- 
tive, making  it  practical  for 
virtually  every  business  air- 
craft, from  turboprops  and 
small  jets  to  the  largest  inter- 
continental jets. 

Using  the  Skycell  system,  totally  unin- 
terrupted calls  can  be  made  to  or  from  an 
aircraft  anywhere  between  Canada  and 
Panama,  whether  it  is  taxiing  on  the  ground 
or  flying  at  500  mph.  A  future  enhancement 
will  allow  aircraft-to-aircraft  calls  between 
suitably  equipped  jets. 

(  0  III  (I  T  :  THE  AROUND-THE- 
WORLD  TELEPHONE  CONNECTION 
Prior  to  the  AT&T  and  Skycell  develop- 


ments, two-way  calling  was  reserved  for  a 
limited  market  within  the  midsize  to  large 
corporate  aircraft  group.  A  direct  ground- 
to-air  connection  was  feasible  only 
through  COMSAT-compatible,  global 
satellite-communications  equipment. 
COMSAT,  however,  continues  to  offer  a 
unique  global  service.  Rather  than  utilizing 
a  single  satellite  serving  only  North  and 
Central  America,  COMSAT  takes  advan- 
tage of  a  four-satellite  constellation  that 
allows  seamless  air-to-ground  and  ground- 


to-air  communications  across  the  planet. 

The  oceans  are  no  longer  communica- 
tions gaps,  nor  are  the  most  remote  areas 
of  the  world.  As  many  as  five  simulta- 
neous voice,  data  and  fax  calls  initiated  on 
'   the  ground  or  in  the  air  are  possible  from 
anywhere  to  anywhere.  The  system  also 
allows  aircraft-to-aircraft  calls,  including 
secure  voice  options.  COMSAT's  system 
has  already  proven  invaluable  for  execu- 
tives doing  business  in  emerging  markets    j 
in  which  the  phone  on  the  airplane  might    ' 


provide  the  only  opportunity  to  comnl 
cate  efficiently — if  at  all. 

The  basic  COMSAT  link  inhibits  <| 
dental  or  deliberate  eavesdropping 
because  of  a  complex  series  of  freque  I 
changes.  The  system  is  inherently  pri\| 
but  whether  you  are  the  president  of  til 
U.S.  or  the  chairman  of  a  major  multil 
national,  privacy  alone  isn't  sufficient. 
To  meet  the  requirements  of  total  secul 
rity,  COMSAT  offers  what  is  known  a  ] 
an  STU-III  secure  voice  service.  This  : 
the  same  capability 
available  aboard  Air| 
Force  One. 


T  41  -C 

HUT    WAY* 

Crystal-ball  gazeij 
at  AT&T  Wireless 
Services  see  a  near 
horizon  for  live  broad 
cast  video.  Within  twl 
years  it  is  expected  trl 
you  will  be  able  to  si; 
in  your  aircraft  cruisi| 
across  the  nation 
watching  news, 
weather  and  stoc| 
market  updates. 
Technicians  also  anticipate  that,  as  an 
extension  of  the  working  office,  constani] 
direct-connect,  network-computer  links 
will  be  available  from  aircraft  power-up  I 
to  power-down.  On-line  charges  would  II 
based  on  the  amount  of  information  tran| 
ferred,  not  connection  time.  Other  than 
when  boarding  or  disembarking  the  air- 
craft, executives  could  keep  their  fingers  j 
on  the  pulse  of  worldwide  business  with 


out  skipping  a  beat. 


FRITO-LAY  IN 


rito-Lay  Inc.  is  the  Dallas-based        ™ 
PepsiCo  Division  that  produces  crispy  2 

snack    and  other  delectables.  The  company 
operates  \vo  midsize  Raytheon  Hawker 
800s  and  a  larg&cabin  Canadair 
Challenger.  The       ee  aircraft  support  the 
needs  of  manufactur  ng  and  marketing  staff, 
operations  people  and  senior  managers  on 
frequent  visits  to  plant  locations  and  retail- 
ers from  Bangor,  Maine,  to  b  ikersfield, 
Calif.,  and  Sarasota,  Fla.,  to  Seattle. 

Typically,  Frito-Lay  passengers  head  to 


places  the  airlines  don't,  says  Mack  I 
Angel,  Frito-Lay 's  flight  department 
manager.  "The  corporate  aircraft  is 
an  invaluable  resource  for  moving 
swiftly  and  taking  advantage  of 
competitive  opportunity,"  he  says. 
"In  a  one-  or  two-day  period,  man- 
agers can  cover  a  lot  of  territory, 
developing  and  coordinating  pro- 
grams and  procedures  along  the 
way.  These  aircraft  are  efficient  and 
effective  management  tools." 
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jrFlite  Takes  The  Turbulence  Out  Of  Acquiring, 
Managing  Or  Chartering  An  Aircraft. 
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With  AirFlite,  you  can  enjoy  the 
benehts  of  aircraft  ownership 
while  we  take  care  of  all  your 

administrative,  operational  and 
regulatory  requirements.  our 

expertise  and  resources  can  save 
you  money,  time  and  peace  of  mind. 

BY  SERVING  AS  YOUR  TURNKEY  FLIGHT 

DEPARTMENT,  AlRFUTE  CAN  HANDLE 

EVERYTHING  FROM  MAINTENANCE, 

SCHEDULING  AND  PILOT  TRAINING 

TO  PROVIDING  FINANCIAL  REPORTING 

AND  INTERNATIONAL  SECURITY 

ARRANGEMENTS.  OUR  CONSULTANTS 

CAN  EVALUATE  YOUR  NEEDS  AND  THEN, 

IF  YOU'D  LIKE,  HELP  ACQUIRE, 

LEASE  OR  ARRANGE  FINANCING  FOR 

AN  AIRCRAFT  THAT'S  RIGHT  FOR  YOU. 

AS  A  MEMBER  OF  TOYOTA'S  CORPORATE 

family,  AirFlite  manages  Toyota's 
international  fleet  of  corporate 

jets.  we  also  share  their  global 
resources,  expertise  and 

purchasing  power  -  along  with 
their  unrelenting  commitment  to 
quality'  .and  customer  satisfaction. 

AirFlite.  you'll  enjoy  flying  with 
conhdence. 


##AirFlite 

International  Aviation  Services 

Aircraft  Management.  Charter. 
Saks  &  Leasing.  FBO. 
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""  \n  idea  that  raises  shared  ownership  to  new  height: 


lrrually  every  company  could  use  a  Gulfstream  IV-SP 
orporate  jet  some  of  the  time.  After  all,  it's  the  most 
omfortable,  longest-range  business  aircraft  available 
xlay  But  you  may  not  need  it  -  or  want  to  pay  for 

—  all  of  the  time. 

-Jetlets  solves  the  problem.  Begun  in  1987  the 
^etjets  program  ushered  in  a  new  approach  to  busi- 
less  aviation.  It's  not  a  charter.  It's  a  unique  shared 
>wnership  program  that  gives  you  all  of  the  benefits 
)f  ownership  without  buying  an  entire  airplane. 

ITie  Netjets  Gulfstream  Program  puts  a 
Gulfstream  IV-SP  at  your  disposal  when  you  need 
t.  As  a  single  jet,  or  to  give  supplemental  lift  to 
your  existing  fleet.  For  domestic  flights,  availability 


is  guaranteed  on  as  little  as  six  hours  notice 

The  cost  is  low-  and  guaranteed.  A  monthly  charge 
covers  all  your  fixed  costs,  including  maintenance. 
Then  you  pay  only  for  occupied  hours.  Buyback 
of  your  share  is  guaranteed  after  36  months. 

Your  company  saves  money,  while  owning  pan 
of  the  premier  business  aircraft  in  the  world. 
And  your  executives  get  to  use  the  premier 
business  aircraft  in  the  world. 

To  find  out  more,  call  Raynor  Reavis 
at  Gulfstream  (912)  965-5555  or 
Kevin  Russell  at  Executive  Jet 
International  (800)  821-2299. 
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e  Road,  Montvale,  New  Jersey  07645 
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orporate  aircraft  offer  the  ability 
to  conquer  time  and  space,  but  to  do  so 
effectively,  says  Gil  Wolin,  business  avia- 
tion must  provide  office-to-office — not 
airport-to-airport — service.  The  critical 
link  in  the  chain  between  aircraft  door  and 
office  door  are  Fixed-Base  Operators,  or 
FBOs  in  aviation  parlance.  These  are  the 
arrival  terminals  for  corporate  flights 
offering  a  variety  of  services  for  passen- 
gers and  aircraft. 

AMR  Combs,  one  of  the  most  suc- 
cessful FBO  chains  in  the  U.S.,  offers  ser- 
vices to  business  aviation  at  1 1  U.S.  loca- 
tions and  two  in  Mexico.  "We  know  that 
the  airplane  arriving  on  our  ramp  just 
flew  halfway  across  the  country  at  500 
mph,"  says  Robert  Anderson,  president. 
"We  also  know  they  didn't  come  that  far, 
that  fast,  just  to  spend  the  afternoon  with 
us."  The  passenger  wants  to  step  off  the 
air  stair,  right  into  a  waiting  car  and  get 
on  with  business,  he  emphasizes. 

Al  Cabito,  president  of  Long  Beach, 
Calif.-based  AirFlite,  also  believes  that 
for  the  system  to  work,  there  must  be  a 
completely  seamless  transition  between 
air  and  ground.  AirFlite,  an  independent, 
award-winning  FBO  and  flight-manage- 
ment organization,  is  owned  by  Toyota 
Motor  Sales  U.S.A. 


jpud  and  hjkiucv 

Cabito,  like  Anderson,  is  committed  to 
offering  the  best  business-aviation  service 
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in  the  world.  "For  the  executive,  our  ser- 
vices should  be  as  efficient  and  effective 
as  the  concierge  service  at  the  world's 
finest  hotels,"  he  says.  "We  took  the 
high-quality  customer-service  orien- 
tation that  we  inherited  from  Toyota 
and  added  standards  of  service  excel- 
lence that  executives  worldwide 
would  expect." 

When  the  aircraft  arrives  on  the 
ramp,  the  first  few  minutes  are  criti- 


tive's  focus  should  be  on  business,  n 
logistics  of  the  arrival  process." 
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cal,  insists  Cabito:  "The  passenger  should 
disembark  the  aircraft,  transfer  directly  to 
a  car  parked  nearby  or  enter  the  terminal 
and  be  escorted  away  to  do  business.  If  it 
isn't  that  smooth  and  simple,  the  job 
hasn't  been  handled  correctly.  The  execu- 


fiuuiun 

Although  FBOs  arei 
largely  considered  gate 
ways,  AMR  Combs  ancj 
AirFlite  have  both  obsej 
the  need  for  business  eel 
ters  offering  private  offij 
conference  rooms,  audi! 
visual  presentation  equi  I 
ment,  secretarial  service! 
fax  access,  computer  pc 
catered  meeting  facilitiej 
and  other  business  j 
vices.  Says  Cabito, 
"The  executive  pas\ 
senger  should  feel 
comfortable  and  secure,  confident  that  a  I 
meeting  with  associates  or  clients  can  bn 
conducted  with  the  same  ease,  facility  a 
security  that  would  exist  in  their  own  pr| 
vate  corporate  environment." 


-T  I  Kill     LOG      TOWNSEND  ENGINEERING 


ownsend  Engineering,  based  in 
Des  Moines,  Iowa,  manufactures  food  pack- 
ing and  processing  equipment  for  the 
nation's  food  producers.  The  company  oper- 
ates a  Learjet  55  and  a  Piper  Cheyenne  tur- 
boprop. "If  our  processing  equipment  breaks 
down,  it's  serious  business  for  our  cus- 
tomers," says  William  Wagner,  Townsend's 
chief  pilot.  "We  can  support  our  customers 
very  quickly  with  our  aircraft." 

Engineers  and  technicians  use  the  turbo- 
prop daily  throughout  a  five-state  area  to 
ensure  customer  plants  are  humming,  24 
hours  per  day.  The  turboprop  is  the  lifeline  to 
customers  within  a  350-mile  radius  of  Des 
Moines  who  are  located  in  small  cities  and 


tow.is  well  off  the  beaten  airline  path. 
Response  time  is  usually  no  more  than  one 
hour  to  one  and-a-half  hours,  versus  at  least 


four  to  six  hours  by  any  other  means. 

MARKETING  TOOL 

Sales  and  marketing  managers  use  the 
Learjet  for  meeting  with  new  customers  and 
vendors  located  a  considerable  distance  frorj 
Des  Moines.  Both  the  jet  and  the  turboprop 
also  are  used  to  bring  customers  into  the 
Townsend  plant.  "If  you  want  to  stay  ahead, 
we  feel  one  way  to  do  that  is  to  have  the  cusj 
tomer  come  here,"  says  Wagner. 

The  aircraft  are  open  to  anyone  in  the  com-j 
pany  who  has  a  need  to  travel.  "With  four  or 
five  people  on  board,  you  can  fly  the  Learjet 
anywhere  and  justify  it  in  terms  of  travel  cost 
alone,"  says  Wagner. 
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Four  hundred  years  ago, 


OSTRADAMUS     FORESAW 


A    21  ST    CENTURY    WITH    GREAT 


EVENTS,     POWERFUL    LEADERS,    AND    A 


REVOLUTIONARY    NEW  .AIRCRAFT 


OULD    COMPLETELY    TUTU 


THE     INDUSTRY    ON     ITS     HEAD. 


You  are  about  to  enter  a  new  era  in  business  light  jets. 
The  kind  of  turning  point  that  creates  a  distinct  and 
universally  recognized  separation  between  before 
and  after.  Because  at  Raytheon  Aircraft,  we  are 
preparing  to  introduce  nothing  less  than  the 
first  truly  new  breakthrough  technology  to 
hit  the  light-jet  market  in  the  last  30  years. 
A  revolutionary  new  aircraft  that  will 
completely  redefine  the  light-jet  cate- 
gory. Our  new  aircraft  represents  ^^ 
an  entirely  new  approach  to  busi-     ^^ 


ness  jets  -  a  light  jet  that,  from  the  start,  was  design  kint 

to  fulfill  all  your  expectations  of  performance,  coming  p, 

and  value.  The  reason  for  this  is  simple.  We  listeLto! 

to  what  our  customers  wanted  in  a  jet  for  ifeatoi 

next  century.  Then,  we  set  out  to  give  ittlh  ever) 

you.  We're  offering  you  the  best  blend fVe  goin, 

cruise  speed,  range  and  airport  perffied  pro 

mance  in  the  light-jet  category.  W^ie  result 

designing  our  new  light  jet  with  I  the  % 

almost  impossibly  spacious  cab  Ircraft  i 

-^     A  cabin  which  enables  you  to  L  w 

i 


■ 


It's  so  fast  you  won't  believe  your  eyes.      It's  s0  spacious  you  won't  believe  your  legs.      L 





you  might  almost  ! 
it's  supernatural 


lag  le  kind  of.  easy  comfort  you  would  never  have 
:omght  possible  in  a  light,  fast  jet.  And  when  it 
te  es  to  how  much  you  should  expect  to  pay  for  the 
for  ect  combination  of  performance  and  comfort,  as 
en  everything  else  about  this  astonishing  aircraft, 
end-e  going  outside  the  box.  We're  challenging  estab- 
jerfsd  procedures.  We're  thinking  in  new  directions. 
We:  result,  a  bottom-line  value  that  seemingly  belongs 
idi  the  world  of  tomorrow,  but  which  Raytheon 
cat  craft  is  making  available  today.  You  told  us 
to  at  you  wanted.  An   unbeatable  combination  of 


frl  INEXPENSIVE  YOU  WON'T  BELIEVE  YOUR  SAVINGS. 


performance,  comfort  and  value.  And  now  we  are 
happy  to  tell  you,  it's  coming  your  way.  The  latest 
revolution  from  a  company  backed  by  over  60  years 
of  Beech  and  Hawker  aviation  breakthroughs. To  learn 
everything  about  our  astounding  new  light  jet,  don't 
miss  the  great  unveiling  at  the  NBAA  Convention  in 
Las  Vegas,  from  September  26th  to  September  28th. 
Be  sure  to  stop  by  our  booth,  or  call  Raytheon 
Aircraft  for  more  information  at  1-800-866-1000. 

Raytheon  Aircraft 


Beech 

Hawker 
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ne  of  the  most  capable 
tools  in  corporate  aviation's  portfolio 
is  the  helicopter.  By  soaring  over 
surface  traffic  conges- 
tion and  compressing 
travel  time  from  hours 
to  minutes,  the  heli- 
copter is  the  most  prac- 
tical business  tool  ever 
created  for  the  metro- 
politan environment.  It 
represents  a  direct 
bridge  from  the  front 
lawns  of  headquarters 
to  outlying  plants,  from 
plants  to  customer 
sites,  or  from  offices 
to  airports. 

Current-generation 
helicopters  offer  twin- 
engine  safety  and  per- 
formance, quiet  opera- 
tion and  airline-stan- 
dard, all-digital  instru- 
mentation, plus  auto- 
pilot capability  in  the 
most  severe  weather.  In 
a  large  city  environment,  the 
helicopter  can  multiply  one's 
productive  work  time  by  a  factor 
of  four. 


fOUTJI    Of    Ui    HHKH 

Probably  the  most  sophisticated  heli 
copter  market  in  the  world  is  Mexico 


dotted  across  the  sprawling  metropol 

Since  Mexico  City  Airport  allows 

commercial  flights,  Toluca  has  becon 

the  princif 


. 


City.  SACSA,  a  charter  and  aircraft-man- 
agement company  at  Toluca  Airport  out- 
side Mexico  City,  provides  direct  heli- 
copter service  to  any  of  the  39  heliports 


airport  ser 
business  a1 
tion  in  this 
major  worli 
capital.  To 
facilitate  v;. 
internation. 
business, 
SACSA  flit 
Bell  heli 
copters  froi 
its  new  airpi 
terminal  fao 
ity  to  rooftc 
heliports  at  | 
corporate 
headquarter.! 
throughout 
Mexico  City 

Flight  tim 
from  the  air-r ' 

.,      port  t( 


III" 

■■>  base 
IN 

BBtt 

liingairc 
nets  tav 
smdfei 
25-minuic 
[surface! 
aiding  on 


p  C 

■ 

malic 


the  downtown 

heliports  is 

approximately  12  minutes.  The  drive 

could  take  up  to  two  hours,  depending  c 
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olgate-Palmolive,  headquartered  in 
Manhattan,  has  three  other  locations  within 
a  30-mile  radius.  For  the  past  1  8  years  the 
company  has  operated  regular  helicopter 
service  between  its  main  technology  center 
and  Eastern  Region  sales  office  near 
Piscataway,  N.J.,  and  Colgate's  Mennen 
division  near  Morristown,  N.J. 

Two  American  Eurocopter  twin-jet 
BK1  1  7s  carry  an  average  of  four  passen- 
gers per  flight  on  15-minute  trips  into,  out  of 
and  around  Manhattan.  Any  employee  can 
use  the  service.  Passengers  range  from 
lawyers  to  research  engineers,  marketing 
and  sales  managers  to  senior  executives, 
and  secretaries  to  security  personnel. 

The  utility  value  of  the  helicopter  is  fully 
realized  when  moving  a  large  number  of 
people  in  different  directions  quickly,  easily 
and  cost-effectively.  Together,  the  two 
American  Eurocopter  helicopters  transport 


16,000  passen- 
gers on  4,400 
trips  annually. 
Each  15-minute 
trip  eliminates 
what  could  be  a 
two-and-one-half- 
hour  drive  in  the 
New  York  metro- 
politan surface 
maze.  By  using 
the  helicopters, 
the  company  con- 
servatively calcu- 
lates it  recaptures 
27,000  hours  of 
productive  time 
annually  that 
would  otherwise 
be  lost  to  the 
highway. 


.. 


(conditions. 
Jesus  Gaona,  director  general  of 
A,  points  out,  the  helicopter  is  not 
ast  but  also  offers  a  high  level  of 
and  security  for  executives  doing 
!   ;ss  in  the  world's  largest  city.  It  is 

1   timate  creator  of  productive  time  in 

Hie.,         , 

/  urban  environment. 
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ayfarer  Ketch  operates  helicopters 
ixed-wing  aircraft  for  aviation  man- 
ent  and  charter  customers.  The 
any  is  based  at  Westchester  County 
>rt,  N.Y. 

ne  Agusta  109  regularly  shuttles 
wing  aircraft  owners  and  charter 
mers  between  the  Manhattan  heli- 
and  Westchester  County  Airport. 
25-minute  flight  eliminates  New 
surface  traffic  penalties  of — 
nding  on  conditions — one-and-a-half 
s  to  two-and-a-half  hours.  The 
sta  flight  from  Teterboro  Airport  in 
en  County,  N.J.,  to  Wall  Street  is 
it  eight  minutes,  registering  an  equal- 
"amatic  savings  in  time. 
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■Wayfarer  Ketch's  second  Agusta  109 


is  operated  for  a  company 
in  the  puolishing  and  elec- 
tronic-information indus- 
try. The  Agusta  is  used  to 
visit  cities  not  directly 
connected  by  airlines  and 
within  a  160-mile  radius 
of  Manhattan. 

The  helicopter  makes 
door-to-door  travel  feasi- 
ble. Cruising  between  150 
mph  and  170  mph,  the 
agile  Agusta  covers  typi- 
cal flight  distances  in 
about  one  hour  and  15 
minutes.  With  a  road-to- 
airline-to-road  connection, 
the  journey  would  be  four 
times  longer. 

The  Agusta  is  used 
several  times  each  week 
for  meeting-packed  days 
that  are  timed  to  the 
minute.  In  a  business  in 
which  information  is 
transmitted  at  the  speed  of 
light  and  opportunities 
change  at  a  similar  pace, 
the  cost  of  quick  trans- 
portation bears  no  com- 
parison to  the  harsh  penal- 
ty of  lost  time. 
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ecause  minutes  saved  are  critical 
in  the  rapidly  changing  world  of  inter- 
national finance,  a  major  U.S.  finan- 
cial-services company  based  in  the 
Northeast  uses  its  twin-engine 
American  Eurocopter  TwinStar  heli- 
copter as  a  supplement  to  its  two  inter- 
continental jet  aircraft.  The  TwinStar 
logs  approximately  400  flights  and 
250  hours  annually.  By  ferrying  pas- 
sengers from  Manhattan  to  the  New 
York-area  reliever  airport  where  the 
company's  Falcon  900  and 
Gulfstream  IV  are  based,  one  hour  to 
two-and-one-half  hours  are  saved, 
depending  on  traffic.  The  helicopter 
handles  the  flight  between  heliport 
and  aircraft  door  in  a  mere  eight  min- 
utes. The  TwinStar  also  is  used  for  shut- 
tling overseas  visitors  between  airline 
connections  at  New  York's  JFK  airport 
and  corporate  headquarters  in 
Manhattan. 
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Introducing  ABi 
For  People  Who  Never  ThoughtTt 


THt  Executive  Aviation  Affiliate  of 

AmericanAirlines 


Learjet 

canadam 


AMR  COMBS  — — ^       Flcxjci'  is  a  new  business 

jet  ownership  program  for 
individuals  and  companies 
who  need  the  flexibility  and 
efficiency  of  a  business  jet, 
but  who  up  to  now  thought 
the  cost  was  out  of  reach. 
Flexjet  is  the  flagship 
program  of  Business  JetSolutions'" .  A  new  business  that 
combines  the  strengths  of  Bombardier's  Learjet*  and 
Challenger"  programs  with  those  of  AMR  COMBS,  the 
executive  aviation  affiliate  of  American  Airlines*. 

Flexjet  is  a  fractional 
ownership  program  that  gives  Learjet  31 A 

you  access  to  a  professionally- 
managed  fleet  of  business  jets. 
The  Flexjct  program 
instantly  increases  your 
access  to  North  American 

destinations  from  the  500  airports  served  by  commercial 
airlines,  to  over  5,000  served  nonstop  by  our  business  jets 
So  you  have  the  flexibility  you  need  to  fly  where 
you  want.  When  you  want.  In  the  aircraft  that's  right  for 
the  mission.  At  a  price  you  can  justify. 
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Enhanced  Productivity 

The  Flexjel  fractional 

ownership  program  is  a 

powerful  productivity 

enhancement  tool.  Now,  you 

and  your  management  team 

can  fly  directly  to 

wherever  you  need  to 

go.  When  it  suits  your 

schedule.  Be  it  regional,  national,  or  intercontinental 

In  aircraft  that  match  your  requirements,  in  the  most 

cost-effective  way  possible.  And  conduct  business  in 

flight,  in  total  privacy. 

Choose  the  high-performance  Learjet  31 A  for  one 
to  three  hour  trips.  Take  the  Learjet  60  and  fly 
in  stand-up  cabin  comfort  across  the  country. 
Or  fly  the  widebody  Challenger  business 
jet  within  North  America,  to  Europe,  the 
Far  East,  or  wherever  business  takes  you. 


air  ca: 
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Unequaled  Flexibility  And  Unparalleled  Service 

As  a  Flexjet  owner,  your  aircraft  is  available  to  you 
anywhere  in  North  America.  Seven  days  a  week.  24  hours 
a  day.  On  as  little  as  four  hours  notice.  You  also  have  the 


L 


usiness  Jet 
lfThey  Could  Afford  A  Business  Jet. 


fcption  of  choosing  the  aircraft  type  that  best  suits  your 

travel  requirements.  Or  of  using  more  than  one  aircraft 

mn  the  same  day  if  needed.  The  Flexjet  program  offers 

guaranteed  availability  and 

ihe  consistency  and  high 

Ijuality  of  service  that 

M^earjet,  Challenger, 

Ind  AMR  COMBS  bring  to 

fcusiness  aviation.  Whatever 

pusiness  jet  you  choose,  it 

fclways  comes  experdy  staffed 

■by  pilots  trained  to  FAA  ^^      Challenger 

lair  carrier  standards. 

■No  Surprises 

iF/exJet  is  the  definitive  fractional  ownership  program, 
[giving  you  the  flexibility  of  selecting  from  a  variety  of 
[share  sizes  and  aircraft  types.  So  you  can  tailor  services 
[and  costs  to  your  exact  requirements. 

As  an  owner-member,  you  have  automatic  access 
[to  any  aircraft  in  the  fleet.  You  pay  only  for  the  hours 
I  you  fly,  plus  a  monthly  management  fee  which  includes 
j.  the  handling  of  all  aircraft  maintenance,  crew  availabil- 
ity, hangars,  fuel,  and  insurance.  There  are  no  charges 


for  empty  return  flights.  What's  more,  Flex]et  is  the  only 
fractional  ownership  program  that  provides  partici- 
pants with  quality  support  from  the  resources  of  the 
aircraft  manufacturers. 

Discover  for  yourself  how  cost-effective, 
efficient  and  productive  Flexjet  can  be. 
Call  1-800-956-3090. 


B       U      S      I 
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Jet  Solutions 

ULearjet  and  Challenger  are  registered  trademarks  of  Bombardier  Inc. 

®AMR  COMBS  and  American  Airlines  are  registered  trademarks  of  AMR  Corporation. 

™Business  JeiSoluiions  and  Flexjet  are  registered  trademarks  (pending)  of  Bombardier  Inc. 
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hen  time  is  critical  and  airlines 
can't  do  the  job,  businesses  turn  to  charter 
to  solve  the  transportation  dilemma.  Last 
year,  about  900  companies  in  the  U.S. 
offered  air  charter  services,  representing  a 
fleet  of  about  9,000  aircraft,  according  to  a 
survey  conducted  by  Wolin  Associates, 
management  consultants. 

"Charter  may  not  be  cost-effective  when 
traveling  between  hub  cities,  but  it  is  when 
you  need  to  go  to  Missoula,  Montana; 
Ogallala,  Nebraska;  or  Atwood,  Kansas," 
says  Gwen  Mayo,  chairwoman  of  the 
National  Air  Transportation  Association  and 
director  of  Mayo  Aviation,  a  Denver-based 
charter  and  aircraft-management  company. 

JKUUIJIUTV 

Mayo  points  out  that  there  are  fewer 
than  70  airports  to  which  one  can  fly  non- 
stop by  jet  from  Denver.  Unless  a  traveler 
is  going  to  one  of  those  places,  flying 
commercially  from  Denver  becomes  an 
all-day  affair.  Mayo's  Learjet  and  Beech 
King  Air  turboprop  charters  reach  at  least 
1 ,500  destinations.  Most  locations  are  no 
more  than  two-and-a-half  hours  away. 

"Aboard  a  business  aircraft,  time  is 
focused  on  business,  not  travel  connections 
and  ground  transportation,"  says  Ruth 
Mollor,  vice  president  of  charter  services 
for  Jet  Aviation,  a  global  aviation  services 
company  based  at  Teterboro  Airport  in 
New  Jersey.  She  emphasizes  that  the  char- 


ter package  provides  door-to-door — not 
airport-to-airport — service:  "Business  air- 
craft land  very  close  to  the  ultimate  desti- 
nation, and  we  organize  ground  transporta- 
tion so  there  are  no  delays  upon  arrival." 

P  A  0  D  U  ( T I V I T  V 

Once  a  company  charters  for  the  first 
time,  the  benefits  become  clear  very 
quickly.  "The  economics  of  travel  divert 
attention  from  the  real  issue,  which  is  the 
value  of  business  accomplished,"  Mollor 
t  says.  "The  ability  to  be  out  and  back  in 
one  day  is  generally  the  clincher.  You  can 


fly  from  Trenton,  N.J.,  to  Tyler,  Texas,  do 
business,  catch  up  with  your  paperwork  en 
route,  be  back  that  same  night  and  in  the 
office  the  next  morning.  Try  doing  that 
by  airline." 

If  one  is  still  making  transportation 


cost  comparisons,  there  is  also  the  mat- 
ter of  the  number  of  travelers.  "Charter 
isn't  just  a  seat  but  an  entire  aircraft," 
notes  Mollor.  "It's  six,  eight,  12  seats  or 
more,  plus  baggage  capacity  that  exceed 
airline  restrictions — all  for  the  same  pric 
With  three  or  more  aboard,  the  commer- 
cial cost  differences  begin  to  fade." 

AMR  Combs  also  provides  charter  se> 
vices  under  the  new  Business  Jet  Solutioi 
banner.  Its  Alliance  program  is  unique  in 
that  it  takes  advantage  of  more  than  70 
corporate  aircraft  owned  by  major  corpor 
tions  around  the  nation  but  operated  and 
marketed  for  charter  by  AMR  Combs.  Th 
aircraft  are  based  at  30  locations  and  are 
ready  to  fly  worldwide.  Crew  training, 
maintenance,  dispatch,  systems  and  proce 
dures  are  governed  by  American  Airlines 
demanding  requirements. 


ubbermaid's  1994  sales  topped  $2.2  bil- 
lion, up  from  about  $160  million  20  years 
ago.  According  to  George  Hunyadi  Jr.,  man- 
ager of  flight  operations  and  chief  pilot  for 
the  Wooster,  Ohio-based  company,  business 
aviation  has  had  a  lot  to  do  with  that  growth. 
Currently,  the  company  operates  a  midsize 
Cessna  Citation  VII  and  a  smaller  Citation  V. 
"These  airplanes  manufacture  time,"  says 
Hunyadi.  "That's  the  reason  we  have  them." 

TIME  SAVER 

The  airplane  is  used  to  connect 
Rubbermaid's  plant  locations  throughout  the 
country.  A  typical  route  from  Wooster,  Ohio,  to 
Winchester,  Va.,  takes  aboul  one  hour,  door- 
to-door.  By  any  alternate  combination  of  road 
and  airlines,  the  travel  time  exceeds  six  hours 
one-way.  The  round  trip  on  the  company  plane 


saves  passengers  a  total 

of  ten  hours.  That  is  time 

used  profitably  in  the 

office  rather  than  lost  to 

travel.  Travel  time  is  never 

wasted  aboard  the  company  airplane  either, 

reports  Hunyadi.  "The  cabins  of  our  aircraft 

are  an  extension  of  the  office,"  he  says.  "It's 

business  in  both  directions." 

PRODUCTIVITY  BONUS 

Most  of  the  company's  plants  are  located 
well  away  from  cities  served  by  airlines.  The 
majority,  however,  are  within  easy  reach  of 
the  company  airplanes,  located  only  five  to 
ten  minutes  from  the  local  airport.  Using  the 
Citations  on  these  routes  saves  time  and 
enhances  productivity.  The  company's  chair- 
man and  CEO,  Wolfgang  R.  Schmitt,  realizes 


the  positive  contribution 
aircraft  to  the  bottom  line. 

Middle  managers  and  assc 
ciates  at  all  levels  in  engineer- 
ing, marketing,  finance,  humai 
resources  and  facility  design  are  the  most  fr< 
quent  fliers.  Hunyadi  says  that  with  only  two 
people  on  board,  the  flight  cost  is  less  than 
the  alternate  travel  cost,  including  fares  and 
overnight  expenses. 

CLIENT  VEHICLE 

Rubbermaid's  aircraft  are  also  used  as 
marketing  tools.  Regular  customer  pickups  are 
a  large  portion  of  the  flight  schedule.  These 
trips  are  extremely  important  to  business-plan- 
ning activities  with  customers,  says  Hunyadi. 
The  airplane  helps  Rubbermaid  win  new  busi- 
ness and  enhance  existing  client  relationships. 


THEN  BEAT  THEM. 


It  s  a  formula  tor  success  in  any  business. 

When  we  first  announced  the  transcontinental  Falcon  2000,  we 
promised  some  impressive  numbers  for  range  and  performance.  It 
would  climb  initially  to  41,000  feet — and  cruise  3,000  nautical  miles 

at  .80  Mach  (with  eight  passengers  and  NBAA IFR  reserves). 

Then,  when  the  2000  was  certified  and  operational — it  turned  out 
even  better  than  advertised. 

The  widebody  Falcon  2000  delivers  range,  speed,  payload,  initial 
cruise  altitude,  airfield  performance  and  thrust  reverser  installation 
that  are  all  better  than  promised. 

We  believe  that  any  business  jet  must  do  everything  well.  The  new 
Falcon  2000  meets  that  standard — and  goes  beyond  it. 

For  information — and  our  latest  promises — call  John  Rosanvallon 
in  the  U.S.  at  (201)  967-2746  or  call  Jean-Claude  Bouxin  in  Paris  at 

(331)  40-83-93-08. 


THE  NEW  FALCON  2000 
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lthough  many  corporations 
fully  appreciate  the  value  of  business  avia- 
tion, it  is  not  the  investment  in  the  aircraft 
that  concerns  them  so  much  as  the  adminis- 
trative overhead  and  headaches  like  hangar 
space,  maintenance,  crews,  scheduling,  dis- 
patch and  myriad  other  details. 

"Fear  not,"  says  Gil  Wolin.  He  suggests 
that  companies  new  to  business  aviation 
consider  outside  specialist  organizations — 
aviation-management  companies — to  take 
over  the  job  of  operating  the  aircraft. 
According  to  Wolin,  approximately  1,000 
aircraft  are  operating  under  management 
programs  offered  by  aviation-management 
firms  across  the  country. 

YflllU 

"The  customer  wants  a  reputable,  profes- 
sional organization  operating  at  the  highest 
standards  of  safety,  efficiency  and  capability," 
says  Jim  Christiansen,  president  of  Wayfarer 
Ketch.  "They  want  to  know  that  they  are 
receiving  value  and  someone  is  looking  after 
their  asset  to  preserve  its  value." 

"You  are  selecting  a  company  whose 
sole  concentration  is  business  aviation.  That 
means  we  can  offer  a  much  higher  level  of 
service,"  says  Jerry  Keating,  president  of 
charter  and  management  operations  for  Jet 
Aviation,  based  in  Teterboro,  N.J.,  Europe 
and  the  Far  East — the  largest  flight-man- 
agement organization  in  the  world. 
"Companies  new  to  business  aviation  don't 
normally  have  the  background  or  knowl- 
edge to  put  their  own  aviation  operation 


together  in  the  same  way." 

Three  Gulfstream  owners  operating 
under  Jet  Aviation's  management  umbrella 
were  first-time  buyers  of  corporate  aircraft. 
"They  were  companies  that  wanted  the 
long-range  advantages  of  a 
large  aircraft  and  probably 
would  not  have  considered  this 
resource  without  the  profes- 
sional assistance  of  an  out- 
sourcing organization," 
Keating  adds. 

juduuiu  com 

An  additional  attraction  is 
the  opportunity  to  place  the  air- 
craft under  the  established 
flight-management  company 
charter  umbrella.  "If  the  air- 
craft is  not  utilized  fully,"  says 
Christiansen,  "charter  is  the 
partner-at-large."  Many  manage- 
ment customers  have  available 
time  on  their  aircraft  and  look  to 
charter  as  a  way  to  recoup  some 
of  their  fixed  costs. 

Commander  Aircraft  is  a 
manufacturer  that  offers  flight-management 
services  to  its  new-aircraft  customers. 
Anything  from  h'angarage,  maintenance 
contracts  or  pilot's  services  can  be  part  of 
the  package. 

AirFlite,  based  in  Long  Beach,  Calif., 
also  has  a  complete  menu  of  flight-manage- 
ment support  options,  from  individual  ser- 
vices to  a  full  soup-to-nuts  management 


operation.  "The  package  that  we  offer,' 
says  Al  Cabito,  AirFlite 's  president,  "is 
designed  to  help  the  jet  or  turboprop  aii 
craft  buyer  with  anything  ranging  from 
flight  management  to  the  basic  ingredie 


i 
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t  for  starting  their  own  flight  operation." 
Existing  flight  departments  can  also 
benefit  from  AirFlite 's  individual  service 
including  hangarage,  fueling  contracts  ari 
maintenance  assistance. 

So  how  does  one  choose  a  flight-man 
agement  company?  Cabito  insists  that 
safety,  quality  and  customer  service  must 

I  carry  the  highest  priorities. 


im  Quinn  is  a  general  contractor 
and  owner  of  Telt  Construction,  headquar- 
tered in  Cleveland.  The  company  builds 
shopping  centers  and  department  stores 
throughout  the  Northeast.  Most  of  the  sites 
are  well  off  the  scheduled  airline  routes.  "To 
get  to  places  like  Elmira  and  Utica,  N.Y., 
and  Annapolis,  Md.,  from  Cleveland,"  says 
Quinn,  "can  take  over  half  a  day." 

Quinn  had  been  investing  tens  of  thou- 
sands of  dollars  on  airline  fares  and  driving 
1 ,500  miles  per  week  to  visit  sites.  It  was 
an  expensive  waste  of  time,  as  far  as  multi- 
million  dollar  construction  contracts  were 
concerned. 

Business  aviation  offered  important  alter- 
natives and  benefits.  Using  his  single- 


engine  Commander  1  14B 
and  a  hired  pilot,  Quinn 
routes  to  Elmira  in  one-and-a- 
half  hours,  does  business 
and  heads  out  to  another  site 
with  plenty  of  time  to  super- 
vise and  troubleshoot. 

Raleigh,  NO,  is  three  hours  away  by 
company  plane,  but  more  than  twice  that 
by  any  other  means. 

STAYING  IN  TOUCH 

The  construction  business  is  highly  compet- 
itive and  operates  with  low  profit  margins. 
One  must  be  stingy  with  expenses  and  gener- 
ous with  time.  "In  this  business,  you  are 
judged  on  your  responsiveness  and  ability  to 


meet  deadlines,"  says  Quinr 
"You  don't  keep  customers  if 
you  aren't  there  to  meet  with 
them  personally." 

On  a  typical  constructior 
site,  80  to  1  00  people  migf 
be  working  at  once  and 
Quinn  must  visit  these  jobs  weekly.  A  half 
dozen  sites  may  be  active  simultaneously, 
and  construction  can  last  from  six  months  t< 
a  year.  Problems  can  suddenly  occur.  Whe 
a  sprinkler  system  burst,  Quinn  was  on-site 
within  an  hour,  thanks  to  his  airplane. 
"When  the  May  Company  calls,  I  can't 
afford  not  to  be  there,"  he  says.  For  Quinn 
that  means  moving  quickly  and  being  flexi- 
ble. The  business  aircraft  offers  that  ability. 
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You  Don't  Have  To  Be  A  Fortune  500  Company  To 
Afford  The  Benefits  Of  Aircraft  Ownership 


Approximately  80%  of  domestic  general  aviation  business  flights  are  less  than  500 
les,  carrying  fewer  than  four  people. 

The  Commander  1143,  with  a  range  of  more  than  800  miles,  can  transport  four  people 
Ixuriously  at  a  fraction  of  the  acquisition  and  operating  costs  of  other  corporate  aircraft  and 
lore  efficiently  than  the  overburdened  hub  and  spoke  commercial  airline  system. 


Estimated 


Estimated  Aircraft 

Operating  Cost 

Acquisition  Cost 

Per  Hour 

smmander  114B 

$    348,500 

$      54 

jech  King  Air,  B-200 

$3,714,475 

$    452 

?ssna  Citation  Bravo 

$4,395,000 

$    757 

>arjet  35A 

$5,247,200 

$    865 

awker  800 

$9,950,000 

$1,013 

The  Commander 

Advantage 


Ownership  of  a  Commander  114B  can  save  you  time  and  money,  enhance  productivity, 
zompetitive  edge,  convenience  and  corporate  image,  as  well  as  provide  tax  benefits. 

You  don't  have  to  be  a  pilot  or  have  your  own  flight  department 


Commander  Aircraft  Company,  together  with  our  worldwide  network  of  Authorized 
jSales  and  Service  Representatives,  will  establish  a  turnkey  aircraft  ownership  program  for 
you:  financing,  insurance,  service  and  support,  hangar /storage,  flight  instruction,  and 
arranging  to  have  a  professional  pilot  on  call  as  needed  to  meet  your  transportation  needs. 


Commander 


AIRCRAFT    COMPANY 

FOR  MORE  INFORMATION  CONTACT: 

COMMANDER  AIRCRAFT  COMPANY,  7200  NORTHWEST  63RD  STREET,  BETHANY,  OKLAHOMA  73008 

TELEPHONE:  (405)495-8080  FACSIMILE:  (405)495-8383 


fMaiOMUJUM  OWNUNIIP:  buying  time 


N  4  T  J  4  T  \     MAKING  BUSINESS 
AVIATION  AFFORDABLE 


he  idea  of  fractional-share  ownership  is 
the  brainchild  of  Richard  Santulli,  presi- 
dent of  Montvale,  N.J.-based  Executive  Jet 
Aviation.  In  1987  there  were  only  three 
gateways  to  business  aviation  benefits: 
Own  an  airplane,  lease  one  or  charter  one. 
Santulli  developed  a  fourth  way. 

With  arguably  the  most  ingenious 
financial  concept  to  flow  down  the  jet- 
stream  since  Bill  Lear  launched  the 
Learjet.  Santulli  created  an  innovative  plan 
called  NetJets,  designed  to  sell  brand-new 
business  aircraft  in  quarter-  and  eighth- 
shares.  Santulli  believes  that  many  corpo- 
rate-owned aircraft  are  underutilized,  log- 
ging fewer  than  300  hours  per  year. 

Why  buy  an  entire  airplane,  he  con- 
tends, when  you  need  it  only  part  of  the 
time?  Santulli's  financial  recipe  blends  the 
world  of  charter  with  outright  acquisition 
and  includes  full-ownership  depreciation 
and  tax  benefits. 

The  idea  is  a  major  departure  from  full- 
aircraft  ownership.  Fractional-share  own- 
ers are  not  buying  hardware,  but  door-to- 


door  transportation  service  with  deprecia- 
tion benefits  attached. 

Although  fractional-share  ownership 
sounds  like  time-sharing,  Santulli  says  it 
offers  something  very  different  and  far  bet- 
ter. First,  your  aircraft,  or  one  exactly  like 
it,  is  available  at  any  time  (24  hours  a  day), 
anywhere  (there  are  about  5,000  suitable 
airports  in  the  U.S.),  guaranteed.  Second, 
you  pay  only  for  the  time  aboard.  Third, 
you  can  call  for  two  aircraft  simultaneous- 
ly so  long  as  your  allotted  hours  are  not 
exceeded. 

The  NetJets  owner  pays  an  eighth  or  a 
quarter  of  the  price  of  a  new  airplane, 
depending  on  planned  hours  of  use.  A 
quarter-share  owner  is  entitled  to  200 
hours  annually  for  the  duration  of  the  five- 
year  contract.  An  eighth-share  owner 
accrues  1 00  hours  of  use  annually  for  five 
years.  A  buyback  clause  allows  the  owner 
to  resell  the  fractional  share  to  NetJets 
after  an  agreed  period  based  on  fair  market 
value  for  the  airplane. 

In  addition  to  the  capital  investment, 
each  owner  pays  a  fixed  monthly  man- 
agement fee  to  cover  crew,  training, 
insurance,  hangarage  and  administration. 


The  owner  also  pays  a  flight-hour  charj 
that  covers  fuel,  maintenance,  engine 
reserves  and  catering.  This  charge  is 
based  only  on  the  time  one  occupies  th« 
aircraft.  Unlike  charter,  the  owner  doesij 
pay  for  positioning  flights  or  return  leg!! 
on  one-way  flights. 

NetJets  offers  two  small  jets,  the 
Cessna  Citation  SII  and  Cessna  Citatior 
V  Ultra;  the  midsize  Raytheon  Hawker 
1000,  and  a  large  jet,  the  Gulfstream  GI 
SR  Executive  Jet  Aviation  also  is  consic 
ering  a  fractional-share  plan  for  the  ultn 
long-range  Gulfstream  V.  Fractional-sha 
owners  in  any  aircraft  category  can  trad( 
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ot  every  operator  of  business  air- 
craft is  a  major  corporation,  but  large  or 
small,  the  value  accrued  to  a  company  is 
considerable. 

Fairfield  Trucking  is  an  1  8-employee, 
family-run  trucking  business  based  in 
Hamburg,  Ark.  The  growing  company  oper- 
ates 150  trucks  on  a  contract  basis,  hauling 
building  materials  across  the  Southeast  from 
Texas  to  South  Carolina. 

INCREASED  CONTROL 

Recently,  Fairfield  opened  a  small  office 
in  Athens,  Ga.,  together  with  a  networked 
computer  to  access  load  information  and 
truck  availability.  "We  have  only  three  sup- 
port people  there.  If  the  computer  goes 
down,  the  system  needs  to  be  fixed  immedi- 
ately and  someone  from  Hamburg  has  to  do 
that,"  says  Jay  Barnes,  the  owner's  son,  com- 
pany pilot  and  all-around  Mr.  pixit.  "When 
we  set  up  the  office,  we  knew  we  would  be 
faced  with  a  small  travel  dilemma." 

Hamburg,  population  3,000,  is  not  the 
airline  crossroads  of  America.  Neither  is 


Athens.  The  commercial 
trip  requires  a  two-hour 
drive  to  Little  Rock,  a  gen- 
erally expensive  flight  to 
Atlanta  and  another  cou- 
ple of  hours  on  the  road 
to  Athens.  "We  really 
needed  to  get  back  and 
forth  much  more  quickly — 
and  on  our  schedule,  not  the  airlines' 
schedule,"  Barnes  says.  "We  also  had  a 
number  of  other  locations  to  go  to  in  Texas, 
Oklahoma,  Alabama  and  Mississippi  that 
we  rarely  visited." 

MORE  CHOICES 

Fairfield,  with  limited  staffing,  needed  to 
make  the  best  use  of  its  people  and  their 
time.  Phones,  fax  and  computers  were  not 
the  complete  answer.  With  staff  spread 
thin,  management  often  had  been  forced  to 
choose  between  new  business  development 
and  operational  tasks.  The  company  turned 
to  business  aviation  for  a  solution,  purchas- 
ing a  new  single-engine,  four-passenger 


Commander  1  14B.  Its  first 
task  was  to  close  the  com- 
munications gap  between 
Hamburg  and  Athens. 

EYE  ON  NEW 
BUSINESS 

Using  the  1  80  mph 
Commander,  travel  time  to 
Athens  has  been  reduced  to  three  hours. 
Four  of  the  key  sales  or  technical  support 
staff  usually  make  the  trip.  Barnes  pilots  the 
airplane.  "Now  we  can  hop  in  the  air- 
plane, fly  over,  take  care  of  business  and 
be  back,  usually  the  same  night," 
says  Barnes. 

Business  aviation  is  helping  Fairfield 
prosper.  "Once  we  bought  the  airplane, 
we  found  we  could  visit  places  that  we 
couldn't  get  to  very  often,"  says  Barnes. 
The  company  recently  established  a  sales 
office  in  Destin,  Fla.,  as  part  of  its  expan- 
sion plan.  It  can  easily  supervise  key  opera- 
tions now,  using  business  aviation  as  an 
essential  element  for  growth. 
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ecause  your  efforts  are  key  to 
.company  profitability,  frequent 
'business  travel  —  often  on 
short  notice  —  is  a  way  of  life.  But 
that  has  a  price.  The  real  value  of 
time  lost  in  such  an  unproductive 
activity  as  travelling  is  truly  stagger- 
ing when  opportunity  cost  is  added 
to  actual  out-of-pocket  expense. 

That's  why  manufactures,  publish- 
ers, distributors,  retailers,  enter- 
tainment providers,  financiers,  and 
other  business  people  like  yourself 


The  A  I09C  helicopter  enables 
\ou  to  travel  from  point-to-point. 


I 
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Mrplane  tra\el  requires  going  to 
and  from  airports  in  addition  to 
the  enroute  portion  of  your  trip. 

use  the  Agusta  A109C  corporate 
helicopter.  Up  to  eight  people  travel 
comfortably  at  1 75mph  directly  from 
home  or  office  to  their  final  destina- 
tion in  the  fastest  helicopter  in  its 


class.  These  savvy  business  travel- 
ers don't  suffer  the  same  airport 
lines,  hassles,  delays  and  lost  pro- 
ductivity that  affect  you. 

When  it  comes  to  business  heli- 
copters, we  wrote  the  book.  And  you 
can  have  one  without  cost  or  obliga- 
tion. For  your  personal  copy,  contact 
Louis  P.  Bartolotta.  Vice  President, 
at  (215)  281-1409  to  receive  your 
free  guide  Business  Helicopters:  A 
Value  Analysis.  See  how  a  straight 
line  can  benefit  your  bottom  line. 


Agusta  aerospace  corporation 

3050  Red  Lion  Road  •  Philadelphia,  PA  19114*  Telephone  (215)  281-1400  •  FAX  (215)  281-0447 


a  limited  number  of  hours  for  a  larger  or 
smaller  aircraft  when  desired. 

For  companies  that  need  an  aircraft 
from  70  to  300  flight  hours  per  year, 
Santulli  believes  fractional-share  owner- 
ship makes  the  most  financial  sense.  For 
fewer  hours,  charter  may  be  better.  And 
for  greater  utilization,  an  outright  full 
purchase  is  the  logical  answer. 

Many  of  NeUets'  fractional-share  cus- 
tomers were  first-time  business  aircraft 
buyers,  but  Santulli  feels  the  trend  has 
shifted  to  existing  owners  with  the  avail- 
ability of  midsize  and  long-range  jets. 

A  company  with  existing  aircraft  and 
its  own  flight  department  could  make 
the  best  use  of  its  midsize  or  small  air- 
craft for  domestic  missions  and  pur- 
chase a  fractional  share  of  a  larger  jet 
for  international  flights,  or  as  a  backup 
aircraft  during  maintenance  periods. 

{1UJU  CHANGING  TRENDS, 
GROWING  NEEDS,  NEW  SOLUTIONS 

"The  pace  of  business  is  accelerating 
with  the  increased  need  for  management 
mobility,"  says  Rob  Gillespie,  president  of 
Business  Jet  Solutions.  "That's  what  is 
driving  the  big  push  for  time-efficient 
business  travel." 

Business  Jet  Solutions,  a  joint  venture 
of  AMR  Corporation  and  Bombardier 
Aerospace,  was  created  to  answer  that 


travel  need.  The  company  combines 
AMR  Combs'  Alliance  charter  and  air- 
craft-management programs  with  FlexJet, 
the  new  idea  in  business  aircraft  fractional- 


share  ownership. 

Business  Jet  Solutions  is  unique  in  its 
full  menu  of  aviation  services  and  travel 
solutions.  A  company  can  charter  by  the 
hour  or  purchase  a  fractional-share  interest 
in  a  Learjet  3 1 ,  a  midsize  Learjet  60,  a 
wide-body  Canadair  Challenger  601-3R  or 
the  longer-range,  intercontinental 
Challenger  604.  A  company  can  purchase 
full  ownership  in  a  preowned,  factory- 
tested  and  upgraded  aircraft,  buy  a  new 


aircraft  and  have  it  managed,  or  buy  an 
craft  and  have  it  operated  in  the  Allianc 
charter  program.  This  new  enterprise  cc 
bines  the  resources  of  a  major  aircraft 
manufacturer  a 
one  of  the  wori 
most  professioi 
airlines.  The  fu 
circle  of  coordi 
nated  transport; 
tion  solutions 
makes  business 
aviation  afford- 
able and  access 
ible  to  virtually 
any  company. 

Charter,  say 
Gillespie,  is  an 
excellent  travel 
solution  when 
airlines 
won't  do  t 
job, and 
timing  and 
speed  are  critical.  But  charter  is  not  the 
most  effective  tool  when  business  travel 
requirements  increase  to  more  than  70 
charter  hours  annually.  That's  where  the 
FlexJet  Fractional  Ownership  program 
comes  in.  Fractional-share  ownership 
works  well  for  the  vast  number  of  comp 
nies  that  know  they  can  really  use  a  busi 
ness  aircraft  but  are  not  prepared  for  the 


1 
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ood  morning,  Corvallis,  Oregon. 
It's  6:30  a.m.  and  five  minutes  to  flight 
departure."  The  last  passenger  parks  his 
car,  grabs  his  briefcase  and  heads  for  the 
aircraft.  He's  on  board  with  time  to  spare 
for  the  650-mile  flight  to  San  Jose,  Calif. 

The  flight  is  operated  by  Hewlett-Packard 
strictly  for  HP  employees.  It  is  an  essential 
element  in  HP's  transportation  network,  link- 
ing company  plants  in  Colorado,  Oregon 
and  northern  California  with  another  plant 
in  the  San  Jose  area.  The  company  "airliner" 
used  on  the  Corvallis  flight  and  on  a  similar 
Ft.  Collins,  Colo.,  run  is  an  Astra  Jet. 
Generally,  seven  of  its  eight  seats  are  filled. 

AIRBORNE  CONFERENCE  ROOM 

On  a  typical  morning,  the  aircraft 
becomes  a  flying  conference  room,  as  engi- 
neers and  design  teams  discuss  the  issues 
that  take  them  to  San  Jose.  The  group  will 


be  back  home  that 
evening  after  completing 
a  full  day's  work  and 
they  will  be  in  their 
offices  tomorrow. 

According  to  Ken 
Peartree,  HP's  director  of 
aviation,  the  cost  of  the 
flight  is  comparable  to 
that  of  commercial  transportation.  The  bene- 
fit is  that  the  company-run  shuttle  cuts  travel 
time  by  70%. 

RECAPTURING  TIME 

The  HP  flight  short-circuits  travel  frustra- 
tion, recaptures  lost  travel  time,  enhances 
productivity  and  reduces  travel  costs.  And, 
because  travel  time  is  work  time,  there  is  an 
additional  bonus.  Proprietary  discussions 
can  take  place  in  a  secure  environment, 
without  competitors  overhearing — a  very 


real  security  concern  in 
Silicon  Valley. 

The  company  uses  a 
Falcon  50  as  a  powerful 
management  tool  for  on- 
demand,  rapid-response 
requirements.  The  Falcon 
also  is  a  support  aircraft 
for  the  shuttle  runs  when 
extra  flights  are  required. 

DOING  MORE,  DOING  IT  BETTER 

Companies  across  America  are  looking 
closely  at  shuttle  possibilities.  Hundreds  of 
companies  are  using  corporate  aircraft  or 
new-generation  regional  airliners  to  trans- 
port from  seven  to  70  people  on  regularly 
scheduled  flights  between  company  loca- 
tions. The  cost-effective  shuttles  save  thou- 
sands of  hours  annually,  allowing  employ- 
ees to  do  more,  and  do  it  better. 


The  playground^  much  bigger  now 


The  connection  that  let  two 
friends  communicate  years 
ago  can  reach  all  the  way  to 
35,000  feet  today.  With  our 
new  AT&T  true  Ground  To 
Air  direct  lines  for  your 
aircraft,  the  connection  that 
keeps  you  in  touch  while  in 
the  air  is  easier  and  clearer 
than  ever  before. 

Our  advanced  all-digital 
system  allows  direct  dialing 
of  your  plane's  individual 
phone  number  from  the 
ground,  with  the  fastest 
connect  time  possible. 


That's  because  our  system 
doesn't  delay  you  with  codes, 
passwords,  paging  or  call 
backs  like  the  competition's. 

The  AT&T  Communications 
Network  even  gives  you 
airborne  services  such  as 
credit  card  calling,  operator 
assistance,  conference 
calling  and  multilingual 
instruction  -  all  avail  tble  at 
the  touch  of  a  button.  Plus 
an  ability  to  send  the  fastest 
fax  and  modem  transmission 
in  the  sky,  at  speeds  up  to 
4800  bps. 


For  more  information 
about  true  GTA  service  for 
your  aircraft  at  very 
affordable  rates,  call  us 
at  1-800-2524783. 

AI&T  Wireless  Services 


AT&T 


700  Fifth  Ave.,  Suite  2100,  Seattle.  WA  98104  USA  •  206621-7174  •  2063894100  Fax 


large  capital  investment  or  the  administra- 
tive requirements.  The  fractional-share 
concept  opens  the  benefits  of  business 
aviation  to  an  audience  that  might  not  have 
considered  aircraft  acquisition  in  the  past. 

Much  like  NetJets.  FlexJet  was 
designed  for  the  business-aviation  cus- 
tomer who  has  a  need  for  100  to  400  hours 
of  flight  time  annually.  A  one -eighth  share 
of  a  Bombardier  business  jet  comes  with 
an  allocation  of  100  hours  annually:  a  one- 
quarter  share  comes  with  a  200-hour  annu- 
al allocation.  Increments  of  one-sixteenth 
share  and  50  hours  can  be  purchased  there- 
after. The  aircraft  ( or  two  i  can  be  reserved 
anywhere  in  the  country,  any  time.  24  hours 
a  day.  Only  four  to  six  hours"  notice  is 
required,  and  one  pays  only  for  flight  time 
when  the  aircraft  is  occupied. 

Gillespie  has  made  flexibility  a  primary 
objective.  ""An  owner  can  have  access  to 
other  airplanes  in  the  fleet."  he  says.  "You 
can  use  some  of  your  60  Learjet  hours  in 
the  larger  Challenger,  or  yon  can  use  a 
smaller  Learjet  3 1  with  commensurate  hour 


credits.  The  customer  can  also 
move  up  or  down  from  larger 
shares  to  smaller  shares  and 
from  larger  airplanes  to  smaller 
airplanes.'"  If.  ultimately,  the 
demand  for  flight  time  increas- 
es sufficiently  and  the  cus- 
tomer decides  that  full  owner- 
ship is  the  best  deal,  that  can 
be  arranged  without  penalty. 

At  the  end  of  the  five-year 
contract  or  other  agreed  peri- 
od. Business  Jet  Solutions  will 
buy  back  the  fractional  portion 
at  its  fair  market  value,  or  the 
owner  could  choose  to  maintain  ownership 
and  negotiate  a  new  contract. 

By  removing  the  major  investment  bar- 
riers for  acquisition,  fractional-share  own- 
ership is  as  beneficial  for  the  company  w  ith 
an  existing  flight  operation  as  it  is  for  first- 
time  owners.  A  company  may  not  require  a 
long-range  intercontinental  aircraft  as  regu- 
larly as  it  does  small  or  medium-size  jets. 
That  should  not  stop  it  from  using  one.  For 


the  acquisition  cost  of  a  small  jet. 
one  can  have  all  the  benefits  of  a 
large  aircraft  and  pay  only  for  the  time 
needed. 

Companies  can  now  enjoy  the  full  ben 
fits  of  corporate-aircraft  ownership  at  an 
acquisition  price  discounted  by  7518  or 
more.  With  fractional-share  ownership,  a 
company  has  control  of  a  virtual  fleet  of 
aircraft  based  at  5.000  locations  nationwid 
That's  the  ultimate  in  mobility. 
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espi'e  fs  ability  to  link  the  planet  with 
the  latest   ~  "  z^  technology,  communications 
gianr  AT&T  still  recognizes  the  power  of  face- 
to-face  romrr."  ;at  : 

The  New  York  City-based  company  uses 
a  fleet  of  two  Gulfsrream  IV  SPs,  three 
Falcon  50s  and  a  Sikorsky  S-76  helicopter. 
These  aircraft  are  indispensable  communica- 
tions tools  that  support  AT&T's  global  expan- 
sion program. 

GLOBAL  FOCUS 

When  the  U.S.  business  shifted  focus  to 
emerging  world  markets   AT&T  was  ready 
says  Bill  Beversluis,  aviation  director.  The 
4,500-mile  range  Gulfstreams  'were  part  of 
a  conscious  decision  to  expand  ooportunities 
as  a  competitor  in  the  global  marketplace," 
he  says.  "The  aircraft  allow  us  to  make  our 
key  people  available  to  do  business  in 
emerging  markets  throughout  the  world." 

^-fourth  of  AT&T's  2,600  annual 
flight  hours  are  cczed  internationally. 
Beversluis  anticipates  ;  !l  be  flown  this 

year  in  support  of  new  opporr.-  -es  in  Europe, 
the  Pacific  Rim  and  South  America.  ~~3se  are 
areas  of  the  world  where  the  convenience, 
flexibility,  safety  and  security  of  corporate  avia- 
te essentials. 


FLEXIBILITY 

The  Falcon  50s  are 
used  primarily  for 
domestic  trips.  Beversluis 
reports  the  Falcon  50s 
can  fly  six  or  eight  peo- 
ple to  the  West  Coast, 
nonstop.  They  are  equal- 
ly economical  and  effi- 
cient on  short  trips  such 
as  the  200-mile  hop  to  Washington,  D.C. 

For  rapid  transit  and  communication 
among  the  company  s  facilities  in  the  north- 
ern New  Jersey  area  and  airport  connections 
with  domestic  and  international  airline 
flights,  AT&T  uses  a  Sikorsky  S-76  helicopter. 
Its  value,  Beversluis  points  out,  is  in  dealing 
with  spontaneous  and  urgent  business 
demands.  The  helicopter  is  the  perfect  tool 
for  hurdling  the  metropolitan  area's  traffic- 
clogged  arteries 

CONSTANT  COMMUNICATIONS 

The  aircraft  are  all  outfitted  with  compre- 
hensive telecommunications  tools,  including 
satellite  communications  on  the  Gulfstreams. 
Be.ersluis  notes  that,  in  conjunction  with  the 

"o  extend  the  office  into  the  sky,  the 
se:.  •  -•  rsoects  of  the  fleet  are  particularly 


important:  "The  ability 
to  discuss  strategy  openj 
ly  without  concern  for 
being  overheard  has 
tremendous  value." 

Cabin  comfort  is 
another  vital  benefit  on  I 
long-range  flights  that 
cross  several  time 
zones.  En  route,  pas- 
sengers can  move  around  the  large  cabin 
with  a  sense  of  privacy  and  clear  their 
minds,  Beversluis  says.  He  reports  that  upon 
arrival  after  a  long  trip,  executives  feel  sharp, 
refreshed  and  Immediately  able  to  conduct 
business  effectively. 

TWENTY-FOUR  YEARS  OF  VALUE 

September  marks  the  24th  anniversary  of 
AT&T's  flight  department.  "Through  consider- 
able changes  in  the  telecommunications 
industry  over  the  years,  business  aviation  has 
remained  an  essential  tool  for  AT&T  manage- 
ment," says  Beversluis.  "The  aircraft  have 
provided  the  speed  and  flexibility  to  respond 
to  a  rapidly  changing  market  at  home  and 
abroad.  The  longevity  of  our  flight  operation 
is  a  testimonial  to  its  value  in  enhancing 
our  competitive  ability." 


Be  there* 

In  business  it's  not  only 

who  you  know. 

What  you  expect. 

When  you  respond. 

Where  you  meet. 

And  why  you  act. 

It's  also  how  you  get  there. 

Be  there  first 

with  American  Eurocopter 


amenca 
eurocopte. 

For  informant  >n  on  how  American  Eurocopter  can  put  your  company  where  it  needs  to  he  call  1  -2 1 4-64 1  -0000. 
American  Eurocopter,  a  member  of  the  Aerospatiale  and  Daimler-Benz  groups. 


PUKING  D  VAllU  OH  WMHf  AVIATION 


As  companies  realize  that  travel  itself 
can  become  productive  work  time,  they 
are  increasingly  turning  to  business  avia- 


tion. Multiply  that  opportunity  by  four  or 
six  passengers  or  more,  and  the  value 
truly  soars. 


unimi  aviation  jiukjwt  summw 
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HELICOPTERS 


TURBOPROPS 


REGIONAL  AIRUNERS/ 
TURBOPROPS 


SMALL  JETS 


MEDIUM  JETS 


LARGE  JETS 


ULTRA-LONG- 
RANGE  JETS 


DIRECT 
OPERATING  COST 

PER  Mllf 


PASSENGER  SEATS 


J  L 


TYPICAL/ 
MAXIMUM 


NBAA  IFR 

CRUISE 

CABIN  LENGTH 

PURCHASE  1 

RANGE 

SPEED 

WIDTH/HEIGHT 

PRICE 

1 

MILES                      MPH 

FEET 

IfRCALCtmrnHf 

$6.26  5/10  399  192  6.6/5.7/4.3       $4.9  MILLION 

AGUSTA  1 09C  /  AMERICAN  EUROCOPTER  AS  355  F2  /  AS  365  N2  /  BK  1 1 7  B2  /  BELL  230  /  BELL  41 2  HP  /  SIKORSKY  S76C 


$2.43 


6/11 


1602 


327 


13.1/4.4/4.6      $2.6  MILLION 


PIPER  CHEYENNE  II  XL  /  CHEYENNE  400  /  RAYTHEON  KING  AIR  C90  /  KING  AIR  B200  /  KING  AIR  350 


$2.97 


14/27 


1898 


344 


29.6/6.7/6.0      $7.3  MILLION 


BRITISH  AEROSPACE  JETSTREAM  SUPER  31  /  CORNIER  328  /  EMBRAER  BRASILIA 


$1.95 


6/9 


1806 


493 


15.5/4.9/4.7     $5.1  MILLION 


CESSNA  CITATIONJET  /  CESSNA  CITATION  V  ULTRA  /  LEARJET  31 A  /  LEARJET  45  /  RAYTHEON  BEECHJET  400A 


$2.29 


7/11 


3016 


515 


19.6/5.8/5.8      $11  MILLION 


ASTRA  JET  SPX  /  CESSNA  CITATION  VII  /  DAUSSAULT  FALCON  50  /  RAYTHEON  HAWKER  800XP 


$3.01  10/19  4262  528 

CANADAIR  CHALLENGER  601-3R  /  DAUSSAULT  FALCON  2000  /  GULFSTREAM  IV  SP 


31.6/7.7/6.1      $20.9  MILLION 


$3.04 


14/19 


6816 


539 


43.6/7.8/6.2    $31.5  MILLION 


BOMBARDIER  GLOBAL  EXPRESS  /  DAUSSAULT  FALCON  900EX  /  GULFSTREAM  V 


'FIGURES  SHOWN  ARE  AVERAGE  FOR  EACH  GROUP 


SOURCE  CONKLIN  S  deOECKER  ASSOCIATES,  INC   INFORMATION  SERVICES  FOR  AVIATION.  Ml  tlUUFl  C0S1  IViWATOH 


Jet  Aviation 

Where  Aircraft  Ownership  And  Charter 

Are  Made  Simple  Worldwide. 


Owning  an  aircraft  has  many  advantages  and  Jet 
Aviation  is  committed  to  maximizing  the  effi- 
cient use  of  your  investment  through  our  pro- 
fessional aircraft  management  program.  Jet 
Aviation  manages  over  130  aircraft  around  the  world  and  can  provide  you  with  a  cost-efficient 
rum-key  program,  including  crewing,  flight  planning,  and  maintenance,  for  your  aircraft. 
Jet  Aviation  also  provides  complete  charter  services  for  the  business  traveler,  and  to  owners  who 
wish  to  offset  aircraft  expenses  through  chartering  their  aircraft.  Call  us  24  hours  a  day. 


1)816  48  98 


jew  nvinTMOiy 

TLIE  ONLY  GLOBAL  Bl  S/  N/VV  AWATION  SERVICE  COMPANY 

In  the  U.S.  (1-800)  RENT-JET  /  (201)  462-4001  •  In  Europe  /  Middle  East:  (41 


When  an  engi- 
neer can  be  at  a 
plant,  ensuring  thai  | 
a  production  line 
continues  to  run, 
that's  enormous 
value.  When  a  sale; 
team  can  bring  a 
group  of  customers  to  a  plant  site  and 
conclude  a  sale,  that's  great  value.  Whei 
a  negotiator  can  resolve  a  labor  dispute 
on-site,  that's  real  value.  And  when  man 
agement  can  be  out  with  the  troops,  pro- 
viding energy  and  inspiration,  that  too  is 
value  that  has  no  measure.  These  are 
only  a  few  of  the  benefits  business  avia- 
tion provides. 

Companies  must  also  place  a  priority 
on  reducing  travel  wear  and  tear.  Delays 
and  frustration  take  their  toll  on  business 
travelers.  By  using  business  aircraft,  a 
company's  key  employees  arrive  at  their 
destinations  fresh  and  relaxed. 

Mergersand  acquisitions  climbed  to 
record  highs  this  year.  Cost-cutting  and 
downsizing  have  taken  their  toll. 
Management  must  do  more  with  fewer 
staff  and  less  time.  Tensions  between 
family  and  job  are  at  their  highest  levels. 
These  issues,  too,  demonstrate  the  vital 
need  for  business  aviation. 

With  charter,  fractional-share  owner- 
ship, leasing,  aircraft  management,  and 
full  operation  and  control  available,  busi- 
ness aviation  is  now  universally  accept- 
able and  affordable. 

"The  company  that  waits  to  become 
successful  before  it  uses  business  avia- 


E     R     T     I 


)   is  missing  the  point,"  says 

Ti Olcott.  "Business  aviation 
is  these  companies  become 
essful." 
lese  days,  it  isn't  a  question  of 
ther  a  company  can  afford  to  make 
nvestment  in  a  business  aircraft.  It's 
lestion  of  whether  it  can  afford  not  to. 
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Vritten  and  produced  by  Mark  Patiky,  a 
mi-based  marketing  communications  consul- 
aviation  journalist  and  accomplished  pilot 
writes  for  national  and  international 
•  -t'ications. 
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FOR  MORE  INFORMATION 

ABOUT  HOW  YOU  CAN  MAKE 

THE  MOST  EFFECTIVE  USE  OF 

BUSINESS  AVIATION,  CONTACT: 

John  W.  Olcott 

President 

National  Business  Aircraft 

Association 

1200  Eighteenth  Street,  N.W. 

Suite  200 

Washington,  D.C.  20036 

Phone:  202-783-9000 

Ed  Stimpson 

President 

General  Aviation  Manufacturers 

Association 

1400  K  Street,  N.W. 

Suite  801 

Washington,  D.C.  20005 

Phone:  202-393-1500 

Frank  Jensen 

President 

Helicopter  Association 

International 

1635  Prince  Street 

Alexandria,  VA  22314 

Phone:  703-683-4646 


COMSAT  Registers  Another  First 

Becomes  the  Only  Inmarsat  Aero  Full  Service  Provider 

Office  in  the  Sky 


FULL  SERVICE  TO  AES 

On  July  1,  COMSAT  Aeronautical  Services 
became  the  only  full  service  provider  of 
Inmarsat  aeronautical  services.  With  the 
installation  of  TIF  (Terminal  Interface 
Function)  4.8  Kbps  facsimile  service  (CN- 
64),  COMSAT  now  provides  every  service 
available  to  Inmarsat  AES  operators.  In  addi- 
tion to  TIF,  COMSAT  is  the  only  provider  of 
CN-1 1  based  circuit-mode  data  (9.6  Kbps  fax, 
2.4  Kbps  computer  data  (V.22bis)  and  STU- 
III  secure  voice  and  data)  services.  Jointly 
developed  by  COMSAT  and  the  various  AES 
manufacturers,  circuit-mode  data  offers  the 
highest  speed  facsimile  service  commercially 
available  to  aircraft  in  flight.  And  best  of  all, 
the  selection  of  service  is  completely  trans- 
parent to  the  user.  If  your  AES  is  equipped 
with  TIF,  you'll  get  TIF  every  time  you  send 
a  fax.  If  your  AES  uses  a  circuit-mode  data 
gateway  unit,  you  will  get  circuit-mode  data. 

WORLD  WIDE  GROUND-TO-AIR 
ACCESS 

COMSAT  also  leads  the  Inmarsat  community 
by  offering  another  exclusive  service;  ground- 
to-air  calling  from  virtually  any  country  in  the 
world.  It's  called  COMSAT£)IRECT>  and  it 
lets  callers  place  a  call  to  their  aircraft, 
regardless  of  which  country  they  are  in,  or 
which  phone  company  they  are  using. 

According  to  Roger  McEvoy,  COMSAT' s 
director  of  Government  and  General  Aviation 
Services,  "COMSAT  DIRECT  >•  provides 
three  key  capabilities  to  our  customers.  It 
removes  the  standard  international  calling 
barriers  that  plague  the  Inmarsat  system. 
Second,  it  saves  the  caller  money  by  paying 
published  aeronautical  satcom  rates  instead  of 
varying  fees  charged  by  the  terrestrial  long 
distance  carriers.  And  third,  it  allows 
consolidation  of  all  satcom  charges  into 
one  invoice." 

COMSAT  DIRECT*-  provides  for  either  credit 
card  calling,  or  direct  billing  using  a 
COMSAT  account  number.  With  a  COMSAT 
account,  you  can  include  the  ground-to-air 
charges  on  the  same  invoice  as  your  air-to- 
ground  calls.  Or,  if  you  desire,  a  separate 
invoice  can  be  sent  to  a  different  address.  You 
decide  what  works  best  for  your  company. 
Either  way,  your  aircraft  is  always  just  a 
phone  call  away. 


OPERATORS  ON-LINE 

COMSAT  also  offers  on-line  operator 
service.  If  you  have  a  problem  dialing  from 
the  aircraft,  your  call  can  be  picked  up  by 
COMSAT's  operators.  If  necessary,  they 
can  dial  for  you,  and  send  your  call  on  its 
way.  Operators  on  call  24  hours  a  day, 
seven  days  a  week,  is  just  another  routine 
COMSAT  service. 

OUR  COMMITMENTS 

In  today's  world  of  aeronautical  satellite 
communications,  full  service  and  innovation 
have  become  synonymous.  You  simply  can- 
not have  one,  unless  your  service  provider 
possesses  the  other.  At  COMSAT,  the  proof 
is  in  the  service  offering.  With  COMSAT 
there  are  no  tradeoffs. 

"Our  goal  is  to  be  your  full  service  provider. 
These  innovations  are  just  the  beginning," 
McEvoy  says.  "We've  worked  hard  to  bring 
to  the  market  all  the  key  services  that  our 
clients  are  asking  for.  But  what  we've  really 
done  is  lay  the  foundation  for  what  is  going  to 
be  the  most  complete  service  offering 
imaginable.  Our  COMSAT  BrRECF*  and 
full  range  of  fax  and  data  services  are  only  the 
beginning.  The  capabilities  of  these  services 
will  grow  in  the  near  future.  Keep  your  eye  on 
COMSAT,  because  we're  blazing  a  path  into 
the  future  of  aeronautical  satcom." 

"The  business  jet  industry  is  changing. 
Aircraft  that  can  fly  anywhere  in  the  world 
with  only  one  stop  are  going  to  provide  higher 
levels  of  efficiency  and  utility.  Twelve  hour 
flights  demand  an  aeronautical  communica- 
tions capability  that  will  allow  traveling 
executives  to  stay  in  touch,  informed,  and 
accessible.  In  short,  they  need  an  Office  in  the 
Sky™ .  And  that  is  exactly  what  COMSAT  is 
providing  to  their  customers." 

If  you  would  like  additional  information  regarding 
Inmarsat  aeronautical  satcom  services,  or 
COMSAT's  innovative  developments,  you  may 
contact  COMSAT  by  phone  at  1-800-759-9297, 
from  outside  of  the  US  at  1-301-428-2219,  or  by 
writing  to:  COMSAT  Aeronautical  Services, 
22300  COMSAT  Drive,  Clarksburg,  MD  20871. 


©COMSAT 


Note:  Office  in  the  Sky™  is  a  registered  service  mark  of  the 
COMSAT  Corporation 


weQwjelpyou 

™™  FREE  AIR  TRAVEL 


Nationwide 
Plane  Transportation  For  CANCER  Patients 
To/From  Treatment  Centers 

Call  914  328-1313 


^^XiAra  not-for-profit  service 

CORPORATE  ANGEL  NETWORK,  INC.  Westchester  County  Airport,  Building  One,  White  Plains,  NY  10604 
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'ill  AT&T,  GTE  and  MCI  roll  over  Telmex  when 
3  Mexican  telephone  monopoly  ends?  No  way. 

ooting  for 
he  home  team 


i  Kerry  A.  Dolan 

N  Jan.  1,  1997  Telefonos  dc  Mexi- 

»'s  49-year  monopoly  on  Mexico's 
Jephone  service  will  end.  Charging 
it  of  the  gate  at  S8  billion  (revenues  ) 
lmex  will  come  the  narteamericano 
lephone  giants,  including  AT&T, 
ci  and  gtf,  and  their  sundry  Mexi- 
n  partners  (see  box,  p.  122). 
Thus  the  capital  markets  are  down 
n  Telmex.  Wall  Street  currently  vai- 
ls the  company  at  just  SI 7  billion, 
©-thirds  its  value  before  the  peso 
evaluation  and  barely  ten  times  its 
tely  earnings  this  year.  AT&T,  MCI 
id  GTE  are  valued  at  around  16  times 
irnings. 

Don't  count  Telmex  out.  In  De- 
rmber  1990  a  group  of  investors  led 
Mexican  billionaire  Carlos  Slim 
[elu's  Grupo  Carso  paid  the  govern - 
lent  SI. 76  billion  for  just  over  20% 
f  Telmex  and  installed  its  own  inan- 
gement  team. 

Under  Slim,  Telmex  has  spent  S 1  0 
illion  on  plant  and  equipment,  add- 
lg  over  3  million  new  lines,  digitiz- 
ig  2.4  million  analog  lines,  laying 
,400  miles  of  fiber-optic  cable,  and 
o-leading  the  construction  of  a 
rans-Atlantic  fiber-optic  cable.  Tel- 
lex's  long  distance  network  has  been 
omplctely  rebuilt  with  the  most 
odem  technology  in  the  last  four 
ears,  and  now  ranks  among  the 
world's  best.  Once  a  national  joke, 
Telmex  has  begun  to  win  some  re- 

Ipect  at  home. 
In  January  Carlos  Slim  Helu  put 
'elmex  in  the  hands  of  Jaime  Chico 
'ardo,  who  had  been  running  Grupo 
^arso's  subsidiary,  Grupo  Condu- 
nex,  which  produces  telccommuni- 
:ations  and  electrical  cable.  Chico 
Pardo,  45,  is  now  Telmcx's  chief  ex- 
ecutive,   Carlos   Slim    its    chairman. 
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"Now  we  have  to  refocus  on  custom- 
er service,  efficiency  and  cost  reduc- 
tion," says  Chico  Pardo.  In  April 
Telmex  took  deliver)'  of  a  big  order  of 
brand-new  Hewlett-Packard  700/60 
computers  whose  job  will  be  to  locate 
and  repair  damaged  lines. 

The  HP  machines  replaced  rows  of 
60-year-old  wooden  desks  with  built- 
in  rotary  dials  and  old-fashioned  ana- 
log switches.  Standing  between  the 
old  technology  and  the  new,  Chico 


Jaime  Chico  Pardo, 
Telmex 

chief  executive 
"You  cannot  sit 
andwaitforpeople 
to  come  into 
your  market. 
You  have  to  go 
to  them." 


merly  Southwestern  Bell)  and 
France  Telecom  own  10%  and  5%  of 
Telmex,  respectively.  Under  a  stra- 
tegic alliance,  Telmex  and  Sprint 
will  jointly  market  services  such  as 
calling  cards  and  specialized  data 
networks. 

As  might  be  expected,  Slim's 
friends  in  the  Mexican  government 
have  rigged  the  rules  somewhat  in 
Telmex's  favor.  The  regulations  that 
accompany  Mexico's  new  telecom- 
munications law  haven't  yet  been  re- 
leased, which  leaves  Telmex's  future 
competitors  in  the  dark  about  such 
crucial  issues  as  interconnection 
fees — how  much  they'll  have  to  pay 
Telmex  to  use  Mexico's  local  net- 
works— and  how  to  determine  rights- 
of-way  for  new  networks.  Yes,  Mexico 
is  sincere  about  allowing  competi- 
tion, but  there  are  limits. 

Mexico  is,  of  course,  changing,  but 
in  many  ways  it  is  still  the  old  Mexico. 
Which  means  that  Slim  and  Telmex's 
interest  won't  be  ignored.  After  all, 
Telmex  accounts  for  about  20%  of  the 
entire  Mexican  equity  market's  valua- 


Pardo  beams:  "At  first  the  workers 
said  the  new  equipment  wasn't  accu- 
rate, but  once  they  got  used  to  it,  they 
liked  it." 

So  do  Telmex  customers.  Waiting 
time  for  new  phone  installations  has 
dropped  from  six  months  in  1990  to 
three  weeks,  and  over  90%  of  repairs 
are  now  completed  in  24  hours.  Re- 
pairs used  to  take  months. 

Telmex  has  lined  up  strong  part- 
ners and  allies  against  the  coming 
invasion.  SBC  Communications  (for- 


tion,  and  is  the  most  heavily  traded 
Mexican  stock.  In  a  sense,  therefore, 
what's  good  for  Telmex  is  good  for 
Mexico. 

Slim's  conglomerate  Grupo  Carso 
owns  around  8%  of  Telmex  and  con- 
trols the  voting  shares.  His  political 
clout  helped  Telmex  eliminate  from 
the  new  telecommunications  law  a 
measure  that  would  have  required 
Telmex  to  handle  the  billing  for  its 
competitors — the  way  U.S.  local 
telephone  companies  do  for  long 
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Telmex 


Telmex  cable  layers 

and  repairmen  at  work 

After  years  as  a  national  joke, 

now  some  respect. 


distance  services  here. 

In  June  Slim  apparently  flexed  his 
political  muscle  again.  Government 
regulators  allowed  Telmex  to  buv  a 
49%  stake  in  Cablevision,  the  cable- 
television  division  of  Mexico's  media 


powerhouse,  Televisa.  ( It  has  no  con- 
nection to  the  U.S.  cable  outfit 
Cablevision.) 

Critics  pointed  out  that  the  cable 
deal  violated  antimonopolv  laws  be- 
cause it  would  allow  Telmex  to  supph 
voice,  data  and  image  through  the 
same  cable  before  the  competition  is 
allowed  to  enter  the  market.  But  this 
is  Mexico. 

Telmex  has  already  begun  adjust 
ing  its  rate  structure  to  get  ready  for 
competition.  It  now  makes  good 
money  on  its  long  distance  business 
but  much  less  on  local  service,  which 
has  been  subsidized  by  long  distance 
revenues.  Telmex  has  begun  to  raise 
local  service  rates  to  eliminate  cross- 
subsidizing  by  1997.  The  govern- 
ment has  not  interfered  with  the  rate 
increases. 

A  key  area  for  Telmex  is  likely  to  be 
the  cellular  market,  which  has  flour- 
ished throughout  Latin  America.  Tel- 
mex has  Mexico's  onlv  national  cellu- 


Gentlemen. 

start  your  switches 

Thk  telecommunications 
industry  was  surprised 
when  AT&T  announced  in 
November  that  its  partner 
in  Mexico  would  not  be 
venerable  Telefonos  de 
Mexico  but  Alfa,  a  Mon- 
terrey-based industrial  con- 
glomerate. Alfa  has  no 
telecom  experience.  But 
it  does  have  some  powerful 
people  behind  it.  Its  cur- 
rent chairman,  Dionisio 
Garza  Medina,  and  its 
former  chairman,  Bernardo 
Garza  Sada,  are  both 
members  of  the  powerful 
Garza  Sada  clan  |  FORBES, 
July  17).  They  won't  be 
bashful  about  asking 
Mexico's  top  politicians  to 
repay  a  few  favors.  They'll 
need  them,  considering 
Telmex's  clout. 

AT&T  and  Alfa  sav 
they'll  invest  around  SI  bil- 
lion over  five  vears  in  long 
distance  services  in  Mexico 
but  have  remained  close- 


mouthed  about  all  other 
details.  "We're  not  mar- 
ried yet,"  says  Alfa  Chief  Fi- 
nancial Officer  Peter 
Hutchinson.  "We're  en- 
gaged to  be  married." 

Further  along  in  their 
relationship — and  the  most 
aggressive  of  Telmex's 
new  competitors — are  mc  I 
Communications  and  its 
partner,  Grupo  Financiero 
Banamex-Accival,  Mexi- 
co's largest  financial  group. 
Their  venture,  Avantel. 
was  the  first  to  apply  for  a 
long  distance  concession. 
It  plans  to  spend  an  initial 
S600  million  to  lav  a 
3,200-mile  "crystal  trian- 
gle" of  fiber-optic  lines 
linking  Mexico  City,  Gua- 
dalajara and  Monterrey. 

The  third  big  U.S.  en- 
trant is  GTE.  It  has  hooked 
up  with  Grupo  Finan- 
ciero Bancomer,  Mexico's 
second-largest  bank,  and 
Valores  Industriales,  the 
holding  company  for 
brewer  and  Coca-Cola  bot- 
tler Femsa,  to  form  Uni- 
com In  addition  to  provid- 


ing long  distance  service, 
GTE  has  expressed  the 
strongest  interest  in  of- 
fering local  service. 

A  fourth  contestant  is 
Grupo  Iusacell,  controlled 
by  Industrias  Unitas 
'  known  as  [USA  i  and  42% 
owned  by  Bell  Atlantic. 
Iusacell  has  the  cellular 
franchise  for  the  greater 
Mexico  City  area,  where  it 
competes  w  ith  Telcel, 
Telmex's  cellular  subsid- 
iary. The  cellular  business 
has  suffered  with  the  weak 
Mexican  economy,  but 
Iusacell  Vice  Chairman 
Carlos  Peralta  insists  the 
company  can  come  up  with 
the  capital  needed  to  en- 
ter the  long  distance  and 
local  markets. 

Before  any  of  these 
competitors  can  break 
ground  to  lav  a  fiber-op- 
tic network,  they  must  wait 
for  the  Secretariat  of 
Communications  &  Trans- 
port (SCT)  to  release  regu- 
lations to  accompany  the 
telecom  law ,  and  then  be 
granted  a  concession. 


While  they  cool  their 
heels,  Telmex  makes  hay 
w  ith  modernization. 

The  SCT  plans  to  auc- 
tion off  Mexico's  wireless 
spectrum,  possibly  later 
this  year.  It  also  plans  to 
establish  a  separate  regu- 
latory body  to  resolve  prob- 
lems that  arise  among  the 
competitors. 

It's  a  touchy  situation 
for  Mexico.  On  the  one 
hand  there  are  the  politi- 
cal pressures  to  protect  Tel- 
mex. On  the  other  hand 
there  is  the  need  not  to 
spook  foreign  capital. 

Says  broker  James  Ca- 
pel's  Mickey  Schleien: 
"•Telecommunications  reg- 
ulations are  a  benchmark 
for  all  the  other  privatiza- 
tions Mexico  wants  to 
do — the  ports,  the  airports, 
the  satellites.  The  deci- 
sions they  make  on  Telmex 
will  send  to  the  interna- 
tional business  community 
a  signal  as  to  what  they 
can  expect  from  the  Mexi- 
can government." 
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lar  license  as  well  as  a  55%  share  of  the 
cellular  market.  Oppenheimer  analyst 
Jose  Linares  predicts  that  Mexico's 
'<  cellular  phone  business  will  grow  at 
35%  a  year  over  the  next  five  years. 
Telmex's  cellular  business  is  probably 
worth  $2  billion,  over  10%  of  the 
company's  current  stock  market 
capitalization. 

Yes,  the  easy  days  are  over  for  Tel- 
mex,  but  that  doesn't  mean  it  is  going 
into  the  tank.  Chico  Pardo  admits 
that  when  its  markets  open  up  16 


Telmex  Chairman  Carlos  Slim  Helii 

In  some  ways,  his  friends  in  high  places 

are  stacking  the  deck  against  Telmex's 

competitors. 


months  hence,  Telmex  will  lose  mar- 
ket share,  but  that  loss  will  be  more 
than  offset  by  growth  in  the  total 
market;  it  will  have  a  smaller  piece  of  a 
much  bigger  pie. 

With  just  9.6  telephone  lines  per 
1 00  people  in  Mexico,  compared  with 
75  lines  per  100  in  the  U.S.  and  15  in 
Argentina,  Mexico's  telephone  mar- 
ket could  easily  double  in  revenues  by 
the  end  of  the  decade. 

To  get  the  feel  of  operating  in  a 
really  competitive  market,  Chico 
Pardo  is  making  a  small  preemptive 
strike  northwards.  In  June  Telmex 
filed  an  application  with  the  U.S. 
Justice  Department  for  permission  to 
provide  long  distance  service  in  the 
U.S.  Chico  Pardo  initially  wants  to 
sign  up  customers  in  Hispanic  com- 
munities in  California,  Florida  and 
Texas.  Telmex  is  also  investigating 
investments  in  Central  American  tele- 
communications. 

"Telecommunications  is  a  global 
business,"  says  Chico  Pardo.  "You 
cannot  sit  and  wait  for  people  to 
come  into  your  market.  You  have  to 
go  to  them  and  compete  in  other 
markets."  BR 
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Some  hotels  think 

"personal  service"  is  voice  mail. 

We  don't. 


The  Jefferson 

WASHINGTON,  D.C. 


Walking  distance  to  the  White  House, 

major  monuments,  and  Connecticut  Avenue  shopping. 

Call  1-800-368-5966  or  contact  your  travel  agent. 


Other  hotels  that  agree  vwth  us:  The  Argyle,  Los  Angeles    Inn  at  Great  Neck,  Long  Island 
The  Lancaster,  Houston    The  Tremont,  Chicago    ♦  Members  of  Small  Luxury  Hotels  of  the  World 


ADVICE  &  DISSENT 

They're  The  McLaughlin  Group.  Each  with  a  view  that's  contentious 
and  contagious,  (clockwise  from  left)  Jack  Germond,  Clarence  Page,  John 
McLaughlin,  Eleanor  Clift,  Morton  Kondracke  and  Fred  Barnes. 
Made  possible  by  a  grant  from  GE. 


TheMcLaughlin  Group 

Check  your  local  listing  for  station  and  time. 

We  bring  good  things  to  life. 


Having  gambled  by  expanding  twice  during  recessions, 
minimill  operator  Quanex  is  now  reaping-the  payoff. 
The  first  time,  though,  was  pretty  hairy. 

"Cash  is  king" 


By  R  Lee  Sullivan 

Quanex  Chairman  Robert  Snyder 
says  he'll  go  to  his  grave  remembering 
his  first  management  meeting.  It  was 
in  1983  and  Snyder  had  just  joined 
Quanex  headquarters  staff  as  execu- 
tive vice  president.  The  company 
made  oilfield  tubing,  a  business  that 
had  just  collapsed.  "The  auditors 
were  recommending  Chapter  1 1,"  he 
recalls.  "I'm  thinking,  'My  God, 
what's  going  on?1  " 

Quanex  was  out  of  money.  Then- 
chairman  Carl  Pfeiffer  had  been 
building  a  steel  minimill  in  Fort 
Smith,  Ark.,  but  the  cash  had  run  dry. 
Quanex  owed  its  creditors  SI  27  mil- 
lion, and  the  banks  were  demanding 
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that  the  company  halt  work  on  the 
partially  completed  minimill.  Snyder 
was  sent  out  to  look  for  fresh  money. 
Someone  suggested  a  fellow  named 
Michael  Milken  of  Drexel  Burnham. 

Snyder  convinced  Milken  that  if 
Quanex  could  finish  that  minimill,  it 
stood  to  make  a  lot  of  money  in 
specialty  steel.  Interest  rates  were 
high  then  and  Drexel  Burnham's  res- 
cues didn't  come  cheap:  The  interest 
rate  was  set  at  14.75%,  two  points 
above  the  prevailing  rate  plus  4%  up 
front  for  raising  $125  million.  But 
Snyder  says  he  said  no  to  Milken  on 
attaching  warrants  to  the  issue.  In 
February  1984  Quanex  had  its  Dion- 


s' Quanex  minimill  in  Fort  Smith,  Ark. 
|  Where  most  minimills  earn  $50  a  ton, 
Quanex  makes  $80. 


ey;  work  on  the  minimill  continued. 

But  cash  was  still  tight,  and  Snyde 
and  Pfeiffer  imposed  tough  financia 
controls  that  still  guide  Quanex.  Th« 
goal  is  to  make  ever)'  capital  dollai 
work  overtime.  This  means  slow  pay- 
ing of  bills,  accelerated  collection  ol 
receivables  and  low  inventories.  Tc 
encourage  these  thrifty  habits  man- 
agement bonuses  are  pegged  on  earn- 
ing at  least  13%  on  their  division's  net 
assets — cash  earnings,  mind  you,  not 
the  generally  accepted  accounting 
practices  kind.  To  control  inventor)', 
managers  hold  off  on  buying  scrap  to 
make  steel  until  the)'  have  an  order  in 
hand.  Mill  workers  get  production  bo- 
nuses based  on  tons  of  steel  shipped. 

By  1989  Snyder's  original  confi- 
dence in  the  minimill  was  vindicated. 
Steel  prices  were  up  and  Quanex's 
cash  flow  from  operations  was  $65 
million.  Quanex  called  its  junk  bonds 
and  paid  down  a  big  slug  of  its  bank 
debt,  shrinking  overall  debt  from  72% 
of  capitalization  in  1983  to  36%. 

During  the  recession  of  1991-92, 
Snyder  remembered  his  experience  in 
1983-84:  With  steel  prices  in  die  tank, 
he  nonetheless  expanded,  adding 
50,000  tons  of  capacity,  bringing  total 
steel  capacity  to  550,000  tons  annually. 

To  offset  the  down  cycles  in  steel, 
Snyder  bought  an  aluminum  fabrica- 
tor for  $105  million  in  1989  and 
promptly  sank  another  $60  million 
into  building  an  aluminum  minimill 
in  Davenport,  Iowa;  aluminum  pro- 
duction capacity  has  since  been  ex- 
panded to  300  million  pounds.  Smart 
strategy:  In  1992  steel  prices  fell,  but 
aluminum  held  steady.  And  when 
steel  rebounded  last  year,  it  picked  up 
the  slack  for  aluminum,  which  was 
depressed  from  Russian  dumping. 
Aluminum  prices  and  earnings  are 
rising  again  along  with  steel. 

Most  of  the  expansion  was  paid  out 
of  cash  flow:  Quanex's  debt  was  just 
25%  of  total  capital  after  the  $700 
million  expansion  finished  in  March. 

When  the  markets  rebounded, 
Quanex  was  ready.  The  company  is 
sold  out  of  steel  through  the  end  of 
this  year.  Snyder  expects  the  alumi- 
num minimill  to  produce  a  record 
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Quanex 


\  Carlos  Menem  yanked  Argentina  out  of  the  1930s  and 
'  into  the  1990s.  He  assures  Forbes  he  has  no  intention 
of  backing  away  from  his  free  market  reforms. 


Quanex  Chairman  Robert  Snyder 

Upped  the  ante  when  steel  prices  sank. 


225  million  pounds  this  year. 

Quanex's  modern,  highly  automat- 
ed mills  take  half  as  much  time  to  make 
a  ton  of  steel  as  do  the  large  integrated 
mills  that  are  its  main  competition. 
Instead  of  making  commodity  prod- 
ucts like  reinforcing  bars  for  concrete, 
as  do  most  minimills,  Quanex  produces 
top-quality  steel  that  such  customers  as 
Chrysler  and  Rockwell  use  in  applica- 
tions like  ball  bearings  or  camshafts. 
Quanex  is  the  only  minimill  that  pro- 
duces steel  bars  of  this  quality,  going 
head-to-head  with  larger  companies 
like  Timken.  Whereas  Nucor  and  most 
other  minimills  earn  about  $50  per  ton 
of  steel,  Quanex  earns  $80. 

Quanex  should  earn  $35  million 
this  year  on  sales  of  $907  million. 
Jeffrey  Beach,  an  analyst  at  Rauscher 
Pierce  Refsnes,  forecasts  earnings  per 
share  at  $2.10,  up  from  99  cents  in 
1994.  But  success  hasn't  turned  Bob 
Snyder's  head.  He  still  must  approve 
the  hiring  of  every  salaried  employee 
at  Quanex.  When  one  headquarters 
staffer  recently  needed  a  personal 
computer,  he  had  to  write  up  a  cost- 
justification  report  for  Snyder. 

Squeezing  the  cash  flow  like  this 
makes  money  available  for  expansion 
and  modernization.  "There's  money 
available  to  do  anything  that  makes 
sense,"  says  Quanex  Pre  ident  Ver- 
non Oechsle,  who  will  succeed  Sny- 
der, 61,  when  he  retires  next  year. 
"Cash  is  long,"  repeats  Snyder.      H 


The  great 
modernize? 

An  interview  by  Steve  H.  Hanke  and  Liliane  Hanke 


Forbes  columnist  Steve  H. 
Hanke  is  an  unpaid  adviser  to  the 
Argentinean  government  of  Presi- 
dent Carlos  Menem.  Here  Hanke 
and  his  wife,  Liliane,  talk  with  the 
Argentinean  president  about  his 
country's  dramatic  economic  turn- 
around. 

When  Carlos  Menem  was  elected 
president  in  1989,  annual  inflation 
was  4,924%.  Think  about  that:  An 
item  that  cost  100  units  of  the  curren- 
cy on  Jan.  1  would  cost  5,024  units  on 
Dec.  31.  Argentina's  gross  domestic 
product  contracted  by  6.2%  that  year. 


Politically,  economically  and  socially, 
Argentina  was  Hying  in  the  1930s. 
The  population  was  as  depressed  as 
the  economy.  Argentina  was  an  inter- 
national joke. 

Menem  promised  to  change  all  this 
by  adopting  sound  money  and  free 
market  reforms.  Argentinean  voters 
were  utterly  cynical.  They  knew  what 
a  politician's  promises  were  worth. 
Menem  surprised  virtually  everyone. 
He  kept  his  promises.  In  April  1991 
his  government  installed  a  currency 
board,  which  keeps  the  politicians' 
hands  off  the  money  supply  levers.  He 


Argentina's 
President 
Carlos  Menem 
"What  really 
counts  is  neither 
intuition  nor 
pragmatism  alone 
but  rather  a 
knowledge  of 
the  true  state 
of  things." 
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etting  there  is  easier  if  someone  helps  point  the  way. 

We're  Transamenca,  the  oeople  in  the  Pyramid.  We  provide  the  security  of  life  insurance  to  millio  ■ 
of  families.  We  help  people  lead  better  lives  with  consumer  loans,  and  help  them  plan  for  the  futu  I . 


th  annuities,  mutual  funds  and  retirement  products.  We  believe  m  offering  our  customers  real 
■  lunons  to  their  financial  needs,  at  reasonable  prices.  Because  we  want  to  try  to  do  whatever 
can  to  help  make  the  road  to  financial  security-  a  little  smoother.     TRANSAMERICA 

Life  Insurance  •  Investments  •  Lending  •  Leasing 


AS  I  SEE  IT 


has  privatized  most  of  the  money- 
sucking  state  companies  and  opened 
the  economy  to  competition,  both 
foreign  and  ciomestic. 

Argentina's  annual  inflation  rate  is 
now  the  lowest  in  Latin  America — 
3.9%  in  1994.  The  economy  grew  at 
7. 1%  in  1994,  and  though  it  will  slow 
substantially  this  year,  nobody  laughs 
at  Argentina  any  longer. 

This  spring  the  voters  resoundingly 
elected  President  Menem  for  a  second 
term — showing  that  they  were  willing 
to  accept  far-reaching  reforms  to  be 
rid  of  the  old  corrupt  and  inefficient 
economic  system. 

Forbes:  How  were  you  able  to 
introduce  such  drastic  reforms, 
you  whom  a  lot  of  people  consid- 
ered just  another  Argentinean 
politician? 

Menem:  We  have  to  start  by  defining 
politics.  The  definition  I  like  best  is 
Aristotle's:  the  science  which  is  con- 
cerned with  the  common  good.  To 
make  this  concept  operational,  one 
must  take  into  account  experience, 
have  the  ability  to  act  appropriately  at 
the  opportune  time  and  not  be  afraid 
of  the  truth. 

In  other  words,  to  face  reality 
and  to  act  on  it. 
The  reality  was  that  the  only  oil  com- 


Bustling  Buenos  Aires,  1995 

At  the  heart  of  Latin  America's 

most  dynamic  country. 


pany  in  the  world  that  operated  at  a 
loss  was  Argentina's  Yacimientos  Pe- 
troliferos  Fiscales  (ypf).  I  read  about 
YPF's  distinction  in  the  Guinness  Book 
of  Records.  What  to  do  in  the  face  of 
that  reality?  Well,  change  it  through 
privatization.  And  it  was  not  only  ypf, 
but  all  state-owned  companies  that 
were  in  a  similar  condition.  At  the 
same  time  they  were  monuments  to 
corruption. 

To  recapitulate,  what  really  counts 
is  neither  intuition  nor  pragmatism 
alone,  but  rather  a  knowledge  of  the 
true  state  of  things. 
Well,  it's  a  fact  that  previous 
Argentinean  governments  were 
living  in  an  unreal  world  and  pay- 
ing the  price  for  it.  Even  where 
they  made  stabs  at  reform,  they 
ended  by  backing  away. 
I  didn't  back  away.  Not  for  a  moment 
did  I  waver.  For  example,  reality  dic- 
tated    that    we     slash     government 
spending  and  temporarily  raise  taxes 
in  the  weeks  prior  to  the  elections  [for 
Menem's  second  term].  All  the  mem- 
bers of  the  government  team  went 
out  to  explain  by  every  means  avail- 
able the  reasons  behind  the  measures. 
Everything  that  could  be  considered 
negative  from  the  viewpoint  of  an 
election,  but  needed  to  be  done,  we 
did.  No  false  promises,  only  the  truth. 
Charges  of  government  corrup- 
tion still  appear  in  the  Argentinean 
press  with  great  regularity. 
The  press,  not  all,  but  some,  has  raised 
all  kinds  of  false  accusations  against 
this  government.  But  public  opinion 
in  Argentina  is  totally  different.  Of  the 
two,  I  take  the  latter  into  account 
because  the  former  does  not  vote. 
Your  unemployment  rate 
is  very  high. 

Argentina  has  been,  during  the  last 
four  years,  one  of  the  fastest-growing 
countries,  at  an  annual  growth  rate  of 
8%.  This  has  resulted  from  the  re- 
structuring of  our  economy  and  the 
increase  in  the  use  of  modern,  labor- 
saving  capital  equipment.  These  de- 
velopments have  aggravated  our 
problem,  transforming  some  dis- 
guised unemployment  into  real  un- 
employment. In  addition,  our  rapid 
growth  and  relatively  high  wages  have 
caused  an  impressive  amount  of  im- 
migration from  Bolivia,  Paraguay  and 
Brazil.  These  immigrants,  many  of 
whom  are  illegal,  have  added  at  least 


4%  to  5%  to  our  unemployment  rate. 
Argentina's  restrictive  labor  laws 
have  made  employers  reluctant  to 
take  on  workers  with  whom  they 
might  be  stuck  with  for  life. 
The  old  labor  laws  imposed  many  re- 
strictions on  the  efficient  use  of  labor, 
hiked  the  costs  of  production  and  ham- 
pered the  creation  of  new  employ- 
ment. We  have  already  changed  the 
labor  laws  affecting  small  and  medium 
enterprises,  and  we  have  other  projects 
in  the  pipeline  that  will  increase  the 
labor  market's  flexibility. 
You  have  had  a  confrontation 
with  some  members  of  your  con- 
gress over  your  defense  of  intel- 
lectual property  rights,  particularly 
as  they  affect  pharmaceutical  pat- 
ents. Some  in  congress  don't  want 
to  respect  international  patents. 

To  make  Aristotle's 
definition  of  politics 
work,  one  must  take 
into  account  experience, 
act  appropriately  at  the 
opportune  time  and  not 
be  afraid  of  the  truth. 


In  very  bad  faith,  this  intellectual  prop- 
erty  issue  was   brought  to  the  fore 
precisely  the  week  before  the  elections, 
anticipating  that  we  were   going  to 
backpedal  for  fear  of  losing  votes.  And 
just  the  opposite  happened.  Obviously, 
we  haven't  suffered  any  political  fallout, 
if  we  look  at  the  electoral  results. 
One  persistent  rumor  that  contin- 
ues to  destabilize  the  markets  is  that 
you  plan  to  dismiss  Finance  Minis- 
ter Domingo  Cavallo,  who  is  widely 
respected  abroad. 

Today  I  had  an  audience  with  the 
people  of  the*  Rural  Society.  It  is  the 
first  time  I  have  seen  them  beaming 
with  joy.  One  can  see  that  things  are 
going  well  there.  But  they  didn't 
know  to  whom  to  address  the  invita- 
tions to  the  rural  fair  in  August  be- 
cause they  weren't  yet  sure  about  the 
composition  of  the  cabinet. 

I  told  them  to  send  them  to  the 
present  members,  because  there  will 
be  no  changes.  And  at  the  end  of  my 
second  term  as  president,  Cavallo  will 
still  be  there.  Hi 
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Our  position,  word  by  word 


At  Philip  Morris,  we  believe  that  adults  have  the  right  to 
choose  whether  to  smoke  or  not. 

Minors,  on  the  other  hand,  should  not  smoke.  Period. 

We  also  believe  that  preventing  minors  from  having  access 
to  cigarettes  is  the  key  to  addressing  this  issue. 

That's  why  we  recently  launched  Action  Against  Access, 
one  of  the  most  comprehensive  programs  ever  introduced  to 
combat  the  issue  of  youth  access  to  cigarettes. 

Action  Against  Access  is  a  series  of  tough  initiatives  that  have 
as  their  ultimate  goal  making  all  cigarette  sales  face-to-face 
transactions  so  age  can  be  verified  in  person. 

We  are  confident  that,  when  fully  implemented,  this 
program  will  make  a  difference. 

Everyone  has  a  role  to  play  in  preventing  youth  access: 
educators,  lawmakers,  parents,  communities.  And,  of  course,  the 
tobacco  industry. 

At  Philip  Morris  we  will  continue  to  take  a  leadership  role 
so  that  minors  do  not  have  access  to  cigarettes. 


PHILIP  MORRIS  U.S.A. 


We  want  you  to  know 
where  we  stand. 


Facts  Matter 


As  part  of  Action  Against  Access,  all  Philip  Morris  cigarette  packs  and  cartons  in  the 
United  States  will  carry  the  following  notice:  "Underage  sale  prohibited." 


Supplemental  retirement  plans  are  looking  more  like 
traditional  benefit  plans  and  becoming  almost  as 
common.  But  risks  remain. 

Son  of  401  (k) 


By  Carolyn  T.  Geer 

Minutes  after  the    1993   tax   act 
passed,  limiting  the  amount  of  money 
an  employee  could  contribute  to  his 
401(k)  plan,  the  boom  in  supplemen- 
tal retirement  plans  began  (Forbes, 
Apr.  26,  1993).  This  latest  congres- 
sional assault  on  the  thrift}'  reduced 
from    $235,000    to    $150,000    the 
amount  an  employee  can 
use  to  figure  his  qualified     ~ ~ "— "~ 
plan  benefits,  and  the  race 
was  on  to  make  up  the  dif- 
ference. Supplemental 
plans,  in  which  employees 
can  defer  income  above  and 
beyond  what  is  allowed  in 
qualified   plans,  were  one 
solution. 

In  roughly  two  years,  the 
plans  have  become  almost 
as  ubiquitous  as  their 
401(k)  forebears.  In  a  re- 
cent survey  by  consultants 
Towers  Perrin,  one-quarter 
of  the  209  companies  re- 
sponding said  the  number 
of  their  employees  covered 
by  supplemental  plans  had 
tripled  as  a  result  of  the  law. 

The  newest  type  of  sup- 
plemental plan  lets  employ- 
ees spread  their  contribu- 
tions among  a  range  of  mu- 
tual funds,  just  as  they 
might  do  with  qualified 
401  (k)  contributions. 

"This  is  like  the  bit'  snow- 
ball going  downhill,"  says 
Robert  Romanchek,  a  con- 
sultant with  Hewitt  Asso- 
ciates. Merrill  Lynch,  al- 
ways ready  to  exploit  new 
niches  in  financial  services, 
is  marketing  standardized 
supplemental  plans  to  its 
corporate  clients.  In  the 
past  18  months,  Merrill  has 
sold  plans  to  250  compa- 


nies; total  assets  covered  amount  to 
more  than  $100  million. 

Although  they  are  likened  to 
401(k)  plans  by  the  folks  peddling 
them,  supplemental  plans  have  only 
this  much  in  common  with  qualified 
plans:  Employees  can  contribute  pre- 
tax money  that  grows  tax-deferred 
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within  the  plan.  Emplovers  contribut 
ing  to  supplemental  plans,  howevei 
don't  get  a  tax  deduction  when  th 
money  is  set  aside  for  employees  a 
they  do  with  401(k)s.  Workers  mus 
actually  receive  the  money  before  tin 
company  can  reap  a  tax  benefit;  in  th< 
meantime,  employers  owe  taxes  oi 
the    returns    these    plans    generate 
"With  a  qualified  plan  it  [the  ta) 
deferral  saving]  comes  out  of  the  gov 
ernment's  pocket,"  explains  Arthui 
Andersen  compensation  partner  Alar 
Nadel.  "With  a  supplemental  plan  it 
comes  out  of  the  company's  pocket.'' 
Also  coming  out  of  the  company's 
pocket  is  the  cost  of  registering  the 
plan  with  the  Securities  &  Exchange 
Commission.  In  the  past,  most  sup- 
plemental plans  were  presumed  ex- 
empt from  sec  registration,  but  now 
that    they've    become    so 
...         i  popular,    the    federal    bu- 
reaucracy is  butting  in. 

The  SEC  forced  Merrill 
Lynch  to  register  a  plan  that 
it  set  up  last  year  for  3,000 
of  its  own  employees.  An- 
nual cost  to  the  plan: 
$35,000. 

But  the  biggest  draw- 
back is  on  the  employee's 
side.  Whereas  401(k)  plans 
are  an  employee  obligation 
that  a  company  must  meet 
and  account  for,  supple- 
mental plans  are  still  merely 
the  promise  by  an  employer 
to  pay  a  certain  benefit  to  an 
employee  later  on.  If  the 
company  changes  hands  or 
goes  bankrupt  in  the  mean- 
time, employees  will  have  a 
hard  time  collecting  on  the 
promise. 

Finding  ways  to  make 
supplemental  plans  more  of 
a  sure  thing  is  the  current 
gdal  of  benefits  experts.  A 
partial  solution  is  a  "rabbi 
trust"  (named  after  a  rabbi 
who  was  a  beneficiary  of  the 
first  such  trust),  which  gets 
around  the  problem  of 
management  reneging  on 
promises  to  employees.  But 
such  a  setup  also  allows 
creditors  to  get  their  hands 
on  the  trust's  assets  if  the 
company  becomes  insol- 
vent. In  spite  of  this,  some 
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Everyone's  wrong. 


Supplemental  retirement  plans 

30%  to  40%  of  employers  are  setting 
supplemental  money  aside  in  rabbi 
trusts  today,  up  from  20%  just  two 
years  ago. 

Another  way  high-income  earners 
can  beef  up  their  retirement  plan  con- 
tributions is  through  so-called  secular 
trusts.  Participants  in  such  trusts  get 
protection  from  creditors,  but  at  a 
cost:  The  IRS  has  ruled  that  the  funds 
held  in  a  secular  trust  are  considered 
current  income  to  employees  and  im- 
mediately taxable  to  them.  This  de- 
feats the  whole  purpose  of  a  tax- 
deferred  retirement  plan. 

Trying  to  combine  the  best  aspects 
of  both  the  rabbi  and  secular  trusts  is 

New  plans  let  employees 
spread  contributions  among  a 
range  of  mutual  funds,  as  with 
qualified  40  l(k)  contributions. 
"This  is  like  the  big  snowball 
going  downhill." 


St.  Louis  lawyer  Michael  Goldstein. 
who  has  come  up  w  ith  what  he  calls  a 
"rabbicular  trust. "  Here,  the  assets 
remain  in  a  rabbi  trust  until  some 
problem  at  the  company — such  as  a 
deteriorating  debt-to-cquity  ratio — 
automatically  converts  the  plan  into  a 
secular  trust  protected  from  creditors. 
Some  benefits  experts  believe,  how  ev- 
er, that  Goldstein's  invention  will  in- 
cur the  wrath  of  the  irs.  which  will 
make  the  contribution  taxable  from 
the  start.  "People  who  venture  down 
this  road  are  at  risk."  warns  lawyer 
Max  Schwartz,  a  benefits  expert  at  the 
New  York  law  firm  Kramer.  Levin. 

Representative  James  Ramstad 
I  R-Minn.  i,  a  member  of  the  House 
Ways  &  Means  Committee,  is  cur- 
rently considering  legislation  that 
would  create  an  "equalization 
trust" — a  rabbi  trust  that  also  gives 
protection  from  creditors.  In  such 
ways  the  tax  laws  get  more  and  more 
arcane. 

In  the  meantime,  if  you've  been 
offered  a  supplemental  plan  bv  your 
company  but  you're  concerned  about 
its  financial  health,  consider  taking 
cash  in  lieu  ui  i  promise  to  pay  bene- 
fits. Although  you'll  have  to  pay  taxes 
on  the  money,  at  least  you'll  h. 
some  of  it  in  hand.  M 


Sibling  rivalry  isn't  necessarily  a  bad  thing, 

but  it  nearly  wrecked  International  Rectifier  Corp. 

My  br  other, 
my  rival 


By  Seth  Lubove 

ElGHTY-TWO-YEAR-OLD  Eric  Lidow. 
chairman  of  International  Rectifier 
Corp.,  a  S429  million  (revenue 
semiconductor  maker,  always  told  his 
sons  to  play  to  win,  even  against  each 
other.  Nothing  wrong  with  a  little 
sibling  rivalry.  Derek  and  Alexander 
took  his  lesson  so  much  to  heart  that 
they  almost  wrecked  his  company. 

Derek  and  Alex  were  gifted  boys. 
Both  graduated  high  in  their  respec- 
tive classes  at  Beverly  Hills  High 
School  in  the  late  1960s  and  early 
1970s,  but  Derek,  the  elder,  shaded 
Alexander.  Derek  graduated  at  16. 
Alex  at  the  usual  age  of  18.  Thus 
began  the  younger  brother's  obses- 
sion with  his  elder.  "I  couldn't  let  him 
do  better  than  me."  he  recalls. 

Quite  a  task.  Derek  graduated  from 
Princeton  summa  cum  laude  at  20. 
and  earned  a  Stanford  Ph.D.  in  phys- 


ics in  two  vears.  Alex,  though,  was  no 
slouch.  He  built  a  photoelectric  cell  at 
age  8,  got  his  undergraduate  degree 
in  physics  from  Caltech  in  three  years 
and  won  his  Ph.D.  in  applied  physics 
from  Stanford — also  at  22. 

.After  getting  their  Ph.D.s,  both 
boys  soon  went  to  work  for  Interna- 
tional Rectifier  Corp.,  the  El  Segun- 
do-based  outfit  their  Lithuanian-ref- 
ugee father  had  started  in  1947,  with 
his  own  father.  Rectifier  is  a  high-tech 
pioneer  that  holds  124  U.S.  and  for- 
eign patents.  Today  Rectifier  is  the 
leading  producer  of  a  specialized 
semiconductor  called  a  power  Mosfet 
|  metal  oxide  semiconductor  field  ef- 
fect transistor  i  chip.  The  chip  is  essen- 
tial to  the  control  and  flow  of  electric- 
irv  in  applications  ranging  from  com- 
puters and  camcorders  to  cars. 

In  1976,  while  still  a  Ph.D.  candi- 


Enc  Lidow, 
International 
Rectifier  chairman 
He  taught  his 
sons  to  play  to  win, 
but  they  almost 
lost  him 
his  company. 
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nisys  is  the 


information  management 

company. 


We  understand.  Sometimes  percep- 
m  takes  a  while  to  catch  up  with  reality, 
it  the  reality  is  this:  Unisys  is  not  just  a 
imputer  company  anymore. 

Yes,  we  still  sell  a  lot  of  computers. 
nd  we're  proud  of  it.  But  there's  so  much 
ore  to  Unisys  than  computers  that 
's  more  accurate  to  think  of  us  as 
le  information  management  company. 
/hich  means  we  can  help  you  identify, 
oiled,  analyze  and  direct  your  vital 
iformation  at  key  points  of  decision 
naking  and  customer  service. 

We  haven't  just  changed  the  way  we 
alk  about  ourselves.  We've  changed 
vhat  we  do.  Two  examples: 


Today,  nearly  a  third  of  our  busi- 
ness comes  from  services.  These 
include  systems  integration,  outsourcing 
and  consulting.  They  represent  the  single 
largest  revenue  source  to  the  company, 
and  make  us  one  of  the  largest  service 
providers  in  the  world. 

We've  grown  our  departmental 
server  and  personal  computer  business 
by  30  percent  over  the  last  year.  This 
is  further  proof  that  we've  expanded 
well  beyond  being  just  a  supplier 
of  "big  iron." 

UNiSYS 


But  numbers  are  still  only  part  of  the 
story.  As  an  information  management 
company,  we're  one  of  the  few  firms  that 
integrate  our  broad  services  capabilities 
with  technology  know-how  and  vertical 
industry  expertise.  So  our  real  value  is  in 
how  we  help  you  apply  information 
to  make  effective  decisions  and  deliver 
better  service. 

To  receive  an  instructive  "Guide 
To  Information  Management"  facts 
kit,  reach  us  on  the  Internet  at 
http://www.unisys.com/adv  or  call 
1-800-874-8647,  ext.  235.  And  start 
changing  the  way' you  think  about  a 
company  that  does  more  than  you  thought. 


5 1995  Unisys  Corj 


The    Information    Management    Company 


International  Rectifier 

date,  Alex  started  work  on  a  new  chip 
that  broke  up  electrical  current  into 
smaller,  more  usable  units  and  did  so 
much  more  efficiently  than  the  bipo- 
lar transistors  used  at  the  time.  Im- 
pressed, his  father  gave  him  one  engi- 
neer and  $100,000  worth  of  equip- 
ment to  develop  what  would  become 
the  hexagonal  Hexfet  chip. 

Alex  was  convinced  that  his  device 
was  crucial  to  International  Rectifier's 
future.  "The  company  was  plateaued 
and  struggling,"  he  says.  "From  my 
perspective,  International  Rectifier 
had  nowhere  to  go." 


willing  to  accept  responsibility  for 
their  ideas,"  Eric  recalls. 

The  split  was  an  almost  immediate 
disaster.  The  company  devolved  into 
opposing  fiefdoms,  each  with  its  own 
redundant  support  staffs  and  sales  and 
marketing  groups.  One  computer  sys- 
tem couldn't  communicate  with  the 
other.  "It  really  amplified  the  differ- 
ences between  Alex  and  me,"  says 
Derek.  Customers  complained  they 
weren't  getting  enough  service. 

Deep  in  debt  as  a  result  of  the 
Hexfet  expansion,  Rectifier  lost 
$12.7  million  in  1989;  its  stock  sank 


The  electric  power  conversion  chips 
was  born. 

Combining   the    chips,    Rectifn 
developed  the  power  conversion  a: 
sembly  that  drives  a  subway  car,  fc 
example,  transmitting  power  froi 
the  electrical  source  to  the  moto 
The  combined  chipset  costs  as  muc 
as  80%  less  than  the  cost  of  separat 
components.  For  small-horsepowe 
motors,   the   company  designed 
$  1 0  to  $  1 5  chipset  the  size  of  a  pac. 
of  cigarettes  that  replaced  a  $10( 
alternative  the  size  of  a  shoebox.  $( 
far  chipsets  are  only  5%  of  revenues 


The  brothers 
Lidow,  Alex  at  left, 
Derek,  right 
Six  years  ago  the 
boys  were  barely 
speaking.  Now, 
says  their  father, 
"They  are  one." 


Bull's-eye!  The  chip  was  being  ac- 
tively developed  for  production  when 
Alex  graduated  in  1977,  and  the  elder 
Lidow  borrowed  heavily  to  bring  it 
out.  "We  bet  the  company,  bet  again, 
and  borrowed  to  bet  some  more  on 
Hexfet,"  Alex  recalls.  Long-term 
debt  spurted  to  as  much  as  88%  of  the 
company's  capitalization,  but  the 
gamble  was  a  success.  Today,  Alex's 
development  generates  over  65%  of 
the  company's  revenues. 

Derek  was  impressed  but  resentful. 
His  little  brother  had  crowded  him 
from  the  limelight.  Alex  had  advised 
his  father  to  dump  the  company's  old 
businesses  to  focus  completely  on  the 
new  Hexfet  chips.  Derek,  worrying 
about  putting  all  the  company's  eggs 
in  one  basket,  disagreed.  The  boys 
began  to  feud. 

Exasperated  with  the  quarreling, 
Eric  Lidow  split  the  company  in 
1989,  handing  Alex  the  newer  busi- 
nesses and  Derek  the  mature  lines.  "I 
felt  both  were  right  and  both  were 


to  3%  from  a  high  of  12%  the  year 
before.  The  brothers  were  barely 
speaking. 

This  wasn't  a  business  problem. 
This  was  a  psychological  problem. 
Eric  Lidow  hired  a  Palo  Alto  psychol- 
ogist, J.  Mitchell  Perry,  in  1992. 
Could  Pcrrv  get  the  boys  back  on  the 
same  wavelength?  It  wasn't  easy.  "We 
were  products  of  a  competitive  up- 
bringing," says  Alex.  "I  had  to  resolve 
a  lifetime  of  issues." 

But  resolve  them  they  did.  They 
agreed  to  put  the  two  halves  of  the 
company  together  again.  Rather  than 
continuing  to  sell  commodity  com- 
ponents a  la  carte,  as  they  had  done  for 
decades,  they  decided  to  combine 
Alex's  newer  products  with  Derek's 
older  ones  to  create  a  new  product. 

"The  minute  we  got  together  and 
compared  the  things  we  were  doing," 
says  Alex,  "it  became  clear  all  these 
[components]  worked  together  syn- 
ergistically  in  the  process  of  convert- 
ing electricity  into  refined  energy." 


or  $21  million  a  year,  but  the  com- 
pany expects  them  to  account  for 
nearly  half  of  sales  by  the  end  of 
the  decade. 

Rectifier's  stock  has  rebounded  to  a 
recent  alltime  high  of  44x/2;  debt  is 
down  to  a  manageable  12%  of  capital- 
ization. For  the  year  ended  June  30, 
sales  rose  30%,  to  $429  million;  earn- 
ings doubled,  to  $39  million. 

Confident  that  the  squabbling  is  in 
the  past,  Eric  Lidow  named  his  sons 
co-chief  executives  last  spring.  Alex, 
40,  oversees'manufacturing  and  tech- 
nology development;  Derek,  42, 
heads  marketing,  computer  systems 
and  strategic  planning. 

If  Eric  Lidow  fears  that  his  boys' 
egos  will  once  again  threaten  the 
company,  he's  not  saying. 

"I  evaluated  them  for  three  years  to 
see  how  well  they  worked  together," 
he  says.  "I  came  to  the  conclusion 
that  they're  one."  But — just  in  case — 
Eric  Lidow  has  retained  the  title  of 
chairman.  ■§ 
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Your  Business  Is  Growing.  Congratulations. 
Who's  Going  To  Do  All  The  Work?  . 


You've  all  been  working 
hard.  And  it's  paying  off. 
Handsomely-  In  fact,  your 
business  is  doing  so  well,  it's 
actually  created  a  pleasant 
problem  -  you  need  more 
help.  But  you  don't  just 
want  bodies  in  offices.  You 
want  people  who  can  step 
in,  take  charge,  and  do  then- 
jobs  as  well  as  the  people 
you  already  have. 

That's  where  we  come  in. 


We're  vour  staffing  partner, 
Management  Recruiters 
International,  the  nation's 
leader  in  permanent,  flexible, 
and  right-fit  staffing  solu- 
tions. With  over  600  offices 
and  3,000  recruiters,  we're 
poised  with  our  comprehen- 
sive network  to  fulfill  your 
permanent  placement  needs. 
Our  Sales  Consultants' 
division  specializes  in  sales 
professionals.    For   "infor- 


mation systems"  personnel.       Sales  Consultants 

turn  to  our  CompuSearch8 

specialists.  OfficeMates  5*       Management 

helps  you  find  administra-  Recruiters 

tive   and   office   support 

personnel!  And  our  Manage-       CompuSearch 

ment  Recruiters"  division 

has  more  search  specialists       OffieeMates  5 

for  more  industries  than 

anyone. 

You  see,  at  MR  I,  we're  here 
to  help  you  grow.  Especially 
when  you're  growing. 


M^l  Intelligent  Staffing  Solutions^" 


The  information  age  is  breeding  a  new  sort  of  scamster. 
They  put  penny  stock  operators  to  shame. 
Meet  Marcus  Dalton. 

The 
grifters 


By  Fleming  Meeks 


Oyhr  dinner  at  Sam  &  Harry's  re. 
taurant  in  Washington,  D.C.,  tw 
masters  of  the  art  of  separating  peopi 
from  their  money  were  trading  w; 
stories.  Plump  and  tanned,  a  beamin 
Marcus  Dalton  told  his  companior 
Pendleton  Waugh,  how  he  once  oh 
tained  a  list  of  Alzheimer's  patients. 

"He  had  his  salesmen  call  them  an< 
talk  to  them  for  a  while  like  they  kne\ 
them,"  recalls  Waugh  of  the  dinne 
three  years  ago.  "Then  the  salesmei 
would  call  back  a  second  time  anc 
spring  them  with,  'Where's  tha 
S5,000  you  said  you  were  going  tc 
send  me?'  Marcus  thought  that  wa: 
hilarious,"  says  Waugh. 

Waugh  is  now  in  a  federal  prison  foi 
conspiracy  to  launder  money,  bui 
Marcus  Dalton  is  still  at  large  and  stili 
separating  the  unwise  and  unwary 
from  their  cash.  Dalton,  42,  a  high] 
school  dropout  and  the  son  of  a  for- 
mer Reno  croupier,  cut  his  teeth  sell- 
ing tax  shelters  and  vacation  time- 
shares.  In  1975  he  pleaded  guilty  to 
forging  stolen  airline  tickets  and  was 
sentenced  to  30  days  in  jail  and  three 
years'  probation.  It  wasn't  until  the 
early  1980s  that  his  telemarketing 
skills  and  lack  of  scruples  became  a 
winning  combination.  Dalton  discov- 
ered wireless  communications. 

Marcus  Dalton  recalls  the  discovery 
clearly.  "In  1983  one  of  my  tax  shel- 
ter contacts  brought  to  my  attention  a 
very  little  known  cellular  licensing 
opportunity."  The  Federal  Commu- 
nications Commission  was  just  begin- 
ning to  parcel  out  cellular  telephone 
licenses  by  lottery.  Dalton  jumped  at 
the  opportunity  to  peddle  applica- 
tions for  the  cellular  lotteries. 

Like  most  scams,  these  count  on 
the  victim's  greed  overcoming  his 
common  sense.  Here's  a  hypothetical 
encounter  between  a  potential  victim 
and  the  scani  salesperson: 

The  phone  rings.  The  salesman  asks 
you  whether  you  know  how  much 
money  was  made  by  early  investors  in 
TV.  In  cable?  In  cellular?  You  missed 
out,  did  you?  Well,  don't  miss  out  on 
this  one.  Have  you  read  that  the  feds 
are  about  to  give  away  licenses  for 
wireless      cable     TV?      You      have? 


Marcus  Dalton  at  the  "Wireless  Embassy" 
Two  steps  ahead  of  the  law. 
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"With  the  Optra  line,  Lexmark  has  exceeded 
HP  in  quality  and  value,  analysts  say."  —M.McLum.iAN 


"Lexmark  is  giving  Hewlett-Packard  [Co.]  a  run  for  the  money  and  will  definitely  capture  some  more 
market  share  with  these  printers.  " — Marco  Boer,  International  Data  Corp. 
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Optra  Lx 


PC  WORLD 


"Add  in  the  stunning  quality  of  the  PostScript  1,200  dpi  prints  and  you 
have  an  all-around  office  workhorse  or  a  powerful  personal  printer" 
—PC  Magazine,  11/22/94. 


"Lexmark's  new  Optra  series  of  12  and  16  ppm  network  laser  printers  set 
new  standards  for  print  quality,  network  capabilities,  media  handling  and 
price/performance  and  represent  a  serious  attack  on  HP's  market  dominance 
in  network  printing." 
— John  Mclntyre,  BIS  Strategic  Decisions,  quoted  in  LAN  Times. 


Optra  R 
February  1995 


"The  1200  dpi  Lexmark  Optra  R  boasts  the  best  printing  this  side  of  typesetting 
with  true  grays,  flawless  hairlines,  and  crisp  reverse  type  right  down  to  4 points" 
— Eric  Knorr,  PC  World. 

"The  end  result  of  the  [industrial  design]  team's  work  is  arguably  the  best-looking 
laser  printer  in  the  industry. ..from  a  feature  standpoint,  the  Optra  line  is 
unsurpassed.  " — Charles  LeCompte,  The  Hard  Copy  Observer. 


"The  Optra  family  is  a  breakthrough.  Lexmark  has  not  only  introduced  new 
levels  of  resolution  at  a  remarkable  price — but 

Optra  Lx  J  r 

the  whole  Optra  package  is  a  remarkable  deal.  "  fifi^--^*, 

— Angele  Boyd,  International  Data  Corp. 


^S 


For  more  information  about  the  award-winning  quality 
of  the   true   1200  dpi*  Optra"   laser  printer  family   by 
n^vw     Lexmark,  call  1  800  891-0411,  ext.  323. 


Lexm4\rk. 

Advanc  iN(i  The  Art  Of  Printing 


*1 200  dpi  requires  additional  memory  for  complex  files.  All  quotes  reproduced  with  the  permission  of  copyright  owners.  Lexmark  products  are  manufactured  under  the  ISO  9002  approved  quality  process. 
HP  is  a  registered  trademark  of  Hewlett-Packard  Company.  PostScript  is  a  trademark  of  Adobe  Systems,  Inc.,  which  may  be  registered  in  certain  jurisdictions.  NetWare  is  a  registered  trademark  of  Novell, 
Inc.  Lexmark  and  Optra  are  trademarks  of  Lexmark  International.  Inc.  ©1995  Lexmark  International,  Inc. 


New  Age  scamsters 

Wouldn't  you  like  to  have  a  piece  of 
one  of  those  licenses?  We'll  prepare  an 
application  for  you — engineering  re- 
ports, legal  work.  We'll  point  you  to 
the  best  potential  markets. 

What  11  it  cost  me? 

Seven  thousand  dollars. 

What  are  my  chances? 

We'll  put  you  together  with  a 
group  of  about  60  people.  If  we  win, 
your  share  could  easily  be  worth 
.5100,000.  With  our  contacts  and  our 
top-notch  engineering  studies,  you 
can  hardly  lose. 

In  fact,  you  can  hardly  win.  In  many 
cases  the  scamsters'  engineering  stud- 
ies are  so  weak  that  the  applications 
are  thrown  out.  In  many  other  cases 
the  licenses  have  already  been  grant- 
ed, and  the  application  simply  asks  for 


a  possible  waiver — almost  certain  to 
be  rejected. 

There  are  numerous  variations  on 
this  theme,  but  you  get  the  idea.  It's 
penny  stock  huckstering  updated  lor 
the  cyberspace  age.  These  are  the 
successors  of  Robert  Brennan  mu\ 
Meyer  Blinder. 

Marcus  Dalton  was  a  true  pioneer. 
Under  the  assumed  name  of  Marcus 
Keith,  Dalton  went  to  work  for  Amer- 
ican National  Cellular.  This  sleazj 
outfit  was  founded  by  a  couple  of 
really  shady  characters:  Karl  Scrap,  a 
fast-buck  artist  who  tied  the  country 
m  1985  with  SI. 2  million  of  the 
company's  cash — after  the  federal 
Trade  Commission  froze  its  assets — 
and  Joseph  Steingold,  who  went  on 
to  serve  three  years  in  correctional 
facilities  for  his  role  in  the  collapse  of 
the  Salem  Mortgage  Co. 


American  National  Cellular  was 
shut  down  by  the  ETC  in  1985  for 
misleading  investors  as  to  their 
chances  of  winning  a  license. 

In  the  decade  that  has  elapsed, 
Dalton's  fingerprints  have  been  all 
over  many  of  the  biggest  of  the  FCC 
license  scams.  We're  talking  serious 
money  here,  investors  separated  from 
close  to  a  half-billion  a  year,  in  wire- 
less cable  TV,  specialized  mobile  radio, 
interactive  TV  and  personal  communi- 
cations systems.  Not  even  the  ice's 
recent  move  to  auction  off  the  spec- 
trum seems  to  have  slowed  the  scam- 
sters down. 

As  the  scam  matured,  Dalton  took 
another  leaf  from  the  book  written  by 
Robert  Brennan  (FORBES,  July  17). 
He    graduated    from    peddling    the 


Pendleton  Wa  ugh, 
in  his  pre-Leaven- 
worth  days,  pitch- 
ing a  wireless  deal 
on  video 

Is  he  singing  to 
the  feds  to  get  his 
sentence  re- 
duced? "Boy,  I 
can't  comment 
on  that.  But  it  sure 
would  be  nice  to 
get  out  of  here." 


scams  for  others  to  creating  scams  for 
other  people  to  sell. 

A  self-styled  "consultant,"  Dalton 
lives  and  works  at  what  he  calls  the 
"Wireless  Embassy,"  m\  airy  contem- 
porary home  overlooking  the  Pacific 
in  Laguna  Beach,  Calif.  "I  can  sit  at 
my  desk  .\ud  see  dolphins  .md  whales 
.ind  sea  otters,"  he  brags.  While  he 
enjoys  the  views,  telephone-working 
salespeople  do  the  dirty  work  for  him 
now.  He  has  "consulted"  for  at  least  a 
half-dozen  companies  that  have  come 
under  attack  from  the  FTC,  the  Securi- 
ties &  Exchange  Commission  and 
state  securities  regulators. 

Dalton  is  always  one  or  two  steps 
removed  from  the  action.  He  is  never 
a  principal.  Think  of  him  as  a  packager 
of  scams.  He  will  help  put  together 
the  dcils  and  dreams  up  the  sales 
pitches.  I  le  takes  his  cut  off  the  top. 


And  what  a  top!  Between  1989  an 
1992  tens  of  thousands  of  investoi 
paid  $3,000  to  $7,000  each  just  t 
apply  for  a  chance  at  the  FCC  wirele; 
cable  lotteries.  The  prize  was  a  stake  i 
a  license  to  operate  cable  televisio 
systems  that  deliver  their  signal  t< 
subscribers  by  microwave.  In  jus 
three  years  the  wireless  cable  applies 
tibn  mills  took  in  some  $100  million 

An   early   Dalton   "•client"   was 
Sacramento-based  outfit  called  Com 
munication  Engineering  &;  Manage 
ment  Services.  In  1989  Thomas  Ev- 
ans was  a  sales  manager  at  CEMS,  bu 
Dalton    called    the    shots.    "Marcu; 
staffed  my  sales  team  with  these  gurij 
slingers   from   around   the   nation,'' 
recalls  the  soft-spoken  Evans.  "These 
guys  were  as  good  as  I've  ever  seen  on 
the  phone.  They  could  talk  you  out  oi 
your  mother."  Eventually  Dalton  had 
a  falling-out  with  CEMS'  owner  over 
money  and  moved  on. 

Next  was  North  Miami -based  Ap- 
plied Telemedia  Engineering  &:  Man- 
agement, or  Ateam,  run  by  Anthony 
Tiggio.  One  of  Tiggio's  previous' 
companies,  First  Petroleum  Corp.  of 
America,  sold  applications  for  the  De- 
partment of  Interior's  oil  and  gas 
lotteries  in  the  early  1980s  and  was 
shut  down  by  the  tic  in  1983. 

Ateam  took  in  an  estimated  $12 
million  from  unwary  investors,  at 
$6,000  an  application.  Dalton's  cut  of 
the  action  was  S300  per  application — 
about  $600,000 — paid  to  him  as  a 
referral  fee  from  the  engineering  firm 
that  prepared  the  actual  applications. 

At  the  same  time,  Dalton  worked 
with  Las  Vegas-based  American  Mi- 
crotel,  which  took  in  $17  million  for 
wireless  cable  applications  before  the 
I  u  shut  it  down  in  1992  for  decep- 
tive sales  practices. 

FORBES  learned  a  lot  about  Dal- 
ton's practices  from  Pendleton 
Waugh,  Dalton's  now  jailed  former 
compatriot. 

Slouching  his  6-foot-4  frame  into  a 
beat-up  chair  in  the  visitors1  room  at 
Leavenworth's  Federal  Prison  Camp, 
Waugh  explains  that  Dalton's  trick  was 
to  apply  for  wireless  cable  licenses  that 
had  already  been  granted.  "I  asked 
Marcus  how  in  the  world  he  could  find 
any  markets  to  tile  in  when  I  couldn't 
find  any,"  says  Waugh,  a  former  secu- 
rities lawyer  and  penny  stock  operator. 
Dalton  explained  that  he  would  ask  for 
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ask: 

r  o  u  n  cl. 


DeVille  has  the  Airbank  System,  helping  protect  all  three  front-seat  passengers. 

look: 

a  r  o  u  n  rf. 


More  people  choose  the  Cadillac  DeVille  than  any  other  luxury  car  in  America* 

DeVille  is  the  only  six-passenger  luxury  car  to  give  you  all  this:  4.9L  V8  •  the  airbank  system 

•  FULL-RANGE  TRACTION  CONTROL  •  SPEED-SENSITIVE  STEERING  <  ABS 


cz    o    m    e 

ir  o  und. 


Count  on  Cadillac  this  summer.  Because  right  now,  a  new  DeVille  is  at  its  lowest  lease  rate  of  the  year., 
just  $449  a  month  for  24  months  and  $2,800  down.' 


For  more  information,  please  call  1-800-333-4CAD. 

*449        24       *2,800 

A   Month  Months  Down 

Current  Cadillac  owners,  take  an  additional  M.000  off  your  down  payment. 


Cadillac    DeVille 

Creating  A  Higher  Standardx 

Based  on  R.  L.  Polk  model  year  retail  registrations  through  April  1995.  'FIRST  MONTH'S  [EASE  PAYMENT  OF  $449  PLUS  $475  REFUNDABLE  SECURITY  DEPOSIT  AND  CONSUMER  DOWN  PAYMENT 
OF  $2,800  FOR  A  TOTAL  OF  $3,724  DUE  AT  LEASE  SIGNING.  Tax,  license,  title  fees  and  insurance  extra.  You  must  take  retail  delivery  out  of  dealer  stock.  GMAC  must  approve  lease.  Payment  examples 
based  on  a  1995  DeVille:  $36,747  MSRP  including  destination  charge.  Your  payments  may  be  higher  or  lower.  Monthly  payment  is  based  on  a  Always  wear  safety  belts,  even  with  air  baas. 
capitalized  cost  of  $32,132  for  a  total  of  monthly  payments  of  $10,776.  Payments  may  be  slightly  higher  in  Alabama.  Connecticut.  Hawaii.  Rhode  ,  i  w 5  CM  Corp.  All  rights  reserved. 

Island,  Texas  and  Virginia.  Option  to  purchase  at  lease  end  for  $23,886.  Mileage  charge  of  $.10  per  mile  over  30,000  miles.  Lessee  pays  for  excessive  CADILLAC,  DEVILLE,  AIRBANK,  I 

•wear  and  use.  See  your  participating  dealer  for  qualification  details 


New  Age  scamsters 


Boiler  room  economics 


Selling  phony  stocks  and 
near-worthless  license  appli- 
cations isn't  all  fun  and 
games.  Listen  to  this  tale  of 
woe  from  a  fomier  Florida 
bucket  shop  operator: 

"Think  about  it.  Let's 
say  you  have  a  20-man  op- 
eration. The  phone  bill, 
you're  talking  at  least 
$1,000  a  man.  That's 
$20,000.  Then  you've  got 


the  crank-up  costs.  The 
computers,  the  office 
equipment,  office  rental, 
telephone  system.  And 
you've  got  the  brochure 
cost,  that's  at  least  five 
bucks  apiece."  Why  are 
brochures  so  expensive? 
Because  the  bucketer 
must  buy  them  from  the 
promoter,  who  is  not  in 
business  for  the  heck  of  it. 


"And  you've  got  the  Fed- 
eral Express  cost  for  send- 
ing the  brochure  out  and 
the  Federal  Express  cost  for 
bringing  it  back  in. 

"Then  there's  the 
leads.  These  guys  pay  $30 
apiece  for  them,  and  may- 
be only  1  in  10,  1  in  12 
closes.  So  think  about 
how  much  advertising  is 
costing.  Then  you  got  le- 
gal fees,  then  you  got  secre- 
tarial. And  a  salesman 
makes  10%,  maybe  15%. 
What  salesman  is  going  to 
do  a  deal  like  this  for  less 
than  10%? 

"So,  there  you're  sit- 
ting on  at  least  35%  of  each 
dollar  that  comes  in.  And 
that's  if  you've  got  a  real 
smooth  operation." 

Our  reformed  buck- 
eter is  just  getting  wound 


up.  The  boiler  room 
manager  makes  5%  on  the 
deal,  as  does  the  recruiter, 
or  consultant,  who  puts  th 
promoter  and  the  room 
owner  together. 

"If  the  government 
really  sat  down  and  took  a 
look  at  the  numbers, 
they'd  see  it's  not  so  lopsid 
ed,"  he  says,  starting  to 
feel  sony  for  himself.  "If 
I'm  a  Merrill  Lynch,  and  I 
already  have  my  deal  set  up 
and  the  rent  is  already  be- 
ing paid  and  my  overhead  i< 
covered,  then  maybe  I 
could  get  away  with  charg- 
ing 8%,  10%  commis- 
sions. But  if  you  have  an 
organization,  that  all  it 
does  is  represent  one  pro- 
gram, where  the  hell  does 
anybody  think  the  money 
comes  from?"      -F.M.  ■! 


waivers  to  operate  in  areas  that  oxer- 
lapped  already  licensed  markets. 
"  'But  you  can't  get  a  waiver,'  I  said. 
'Yeah,'  he  says,  'but  I'll  file  for  one 
anyway.'  " 

Dalton  brims  with  ideas.  He  seems 
to  have  controlled  something  called 
Micromedia  Development  Service,  a 
company  he  set  up  with  his  father, 
Arthur,  as  nominal  boss.  In  1991  and 
early  1992  the  Washington,  D.C.- 
based  firm  prepared  some  5,000  ap- 
plications for  application  mills  like 
Ateam  and  American  Microtek  For  its 
services  Micromedia  Development 
was  paid  $1,350  per  application,  or 
roughly  22%  of  the  retail  price.  Mar- 
cus Dalton  concedes  that  a  large  ma- 
jority of  those  applications  were  filed 
with  waiver  requests. 

Barbara  Kreisman,  chief  of  the  Vid- 
eo Services  Division  of  the  FCC,  which 
oversees  wireless  cable  licensing,  says 
she  can't  remember  a  single  waiver 
being  granted.  "It  would  be  extraor- 
dinary," she  says,  to  find  a  situation 
where  a  waiver  had  been  granted. 

Unfortunately,  most  of  the  victims 
never  thought  to  ask  about  waivers. 

In  April  1992  the  FCC  ended  its 
lotteries  for  wireless  cable  licenses, 
but  the  scams  continue  unabated. 
Consider  this  recent  pitch  from  Lor- 


raine Goldfarb,  boiler  room  salesper- 
son for  Fort  Lauderdale- based  Star 

Tech  Communications. 

Goldfarb;  "Did  you  by  any  chance 
see  any  of  the  AT&T  ads  where  the  man 
is  at  the  beach,  and  out  of  his  beachbag 
he  takes  a  small  notebook-size  com- 
puter, attaches  a  P<  S  phone  and  faxes 
from  the  beach  to  the  mainframe  com- 
puter? That's  what  this  is  all  about." 

In  short  order  Goldfarb  lays  out  the 
pitch:  For  $21,000  I  can  be  part  of  a 
partnership  that  will  bid  in  the  FCC's 
next  round  of  auctions  for  personal 
communications  services  licenses. 

"Our  game  theory  strategists," 
Goldfarb  adds,  "believe  we  should 
acquire  one  to  three  licenses  per 
|  S  1 .05  million]  partnership." 

Potential  victim:  "How  much  will 
they  be  worth?" 

Goldfarb:  "Five  years  out,  you're 
looking  to  amass  S225,000  a  year  for 
the  rest  of  your  life  and  your  chil- 
dren's lives." 

And  who's  doing  the  game  theory 
work?  "Technoplexx,"  she  says, 
"which  is  Marcus  Dalton's  company." 

Page  through  the  partnership 
agreement,  and  you'll  newer  complain 
about  a  mutual  fund  load  or  a  real 
estate  agent's  6%  again.  Half  the 
$10,500  goes  to  sales  commissions 


and  other  marketing  expenses;  engi- 
neering studies  and  other  charges 
chew  up  another  $3,300. 

That  leaves  you  and  your  other 
partners,  who  kicked  in  $1,050,000 
to  grab  a  piece  of  the  information 
superhighway,  with  just  $200,000  for 
bidding.  That  is  not  enough  to  regis- 
ter with  the  FCC  as  a  bidder  for  a 
"target  market"  like  Charleston, 
S.C.,  much  less  enough  to  bid  on  it. 
You  are  buying  a  ticket,  but  it  will 
newer  get  you  past  the  box  office. 

The  auctions,  originally  scheduled 
to  begin  on  Aug.  29,  have  been  post- 
poned indefinitely  in  the  wake  of  the 
Supreme  Court  decision  disallowing 
affirmative  action  quotas.  As  an  indi- 
rect result  of  the  delay,  Dalton  and  the 
other  auction  scammers  are  allowed 
to  continue  to  plv  their  trade.  Doing  a 
quick  back-of-the-envelope  calcula- 
tion, Pendleton  Waugh  estimates  that 
the  res  auction  deals  are  bringing  in 
$12  million  a  month. 

How  seriously  is  one  to  take  the 
word  of  a  jailed,  convicted  felon  like 
Pendleton  Waugh?  $ays  Mark  Knops, 
Enforcement  Counsel  for  the  Securi- 
ties Division  of  the  Arizona  Corpora- 
tions Commission:  "Penn  Waugh 
knows  this  business  inside  and  out. 
You  can  quote  any  number  from  him 
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Don  'tyou  wish 

we  could  just  do  this  to  acid  rain. 


In  a  way  we  can— if 
more  industrial  and  power  plants 
switch  to  natural  gas. 

Natural  gas  is  playing  a  key- 
role  in  industry's  compliance 
with  the  Clean  Air  Act  Amendments 
and  our  government's  plans 
for  a  cleaner  future.  It  should 
play  a  key  role  in  your  company's 
future,  too. 

Natural  gas  power  plants  can 
produce  99%  less  sulfur  dioxide 
and  90%  less  nitrogen  oxide 
than  oil  or  coal-fired  plants. 

And  paired  with  the 
advances  in  equipment  technology 
in  most  cases,  natural  gas 
is  the  most  efficient,  cost-effective 
energy  around. 

Plus,  there's  a  secure  and 
steady  supply  of  gas;  over  99% 
of  the  gas  we  use  comes  from 
North  America,  and  more  than 
a  million  miles  of  pipeline  coast 
to  coast  delivers  it  easily. 

If  more  industrial  and 
power  plants  switch  to  natural 
gas,  we'll  help  wipe  away  acid 
rain,  instead  of  wiping  away 
our  environment. 


*V 


Clean,  economical  natural  gas.  Think  what  we'll  save. 
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It  was  a  Caterpillar  tractor  that  pushed  ttrttl 
that  flowed  from  the  river  that  watered  the  fielien 


It  all  started  with  the  seed  of  an  idea. 
When  it's  done,  the  Ataturk  Dam  will  be  the 
centerpiece  of  the  largest  and  most  ambitious 
water  project  ever  in  Turkey. 

Rivers  are  changing  course  and  irriga- 
tion canals  are  appearing  in  desert  sands.  And 


sofp 
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the  equipment  that  helped  make  it  happei 
is  from  Caterpillar. 

Our  earthmoving  equipment  and  dienpl0yft 
engines  are  used  all  over  the  earth,  helping  larters 
the  world's  builders  and  planners  turn  d last 
possibilities  into  reality.  All  to  improve  the    $0 
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rft-t  that  built  the  dam  that  held  back  the  water 
ieliere  the  watermelons  grow. 


a 
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J  s  of  people  in  all  kinds  of  places.  And  that 
.udes  people  in  the  U.S.  Because  Caterpillar 
::eployees  in  America  made  more  than  three- 
is  irters  of  the  SI 3. 9  billion  in  equipment  we 
d  last  year  around  the  world. 

So  it's  not  too  much  of  a  stretch  to  see 


how  Caterpillar  helps  put  food — and  an 
occasional  watermelon — on  the  table. 


CATERPILLAR 


New  Age  scamsters 


"Wireless  cable  could  have 
been  another  cellular,"  says 
Dalton,  launching  into  a 
conspiracy  theory  in  which  the 
FCC  and  Hughes  Electronics 
teamed  up  to  scuttle  the 
industry.  "But  something 
went  wrong  along  the  way 
to  the  promised  land." 


as  being  as  credible  as  anything  a 
regulator  would  tell  you." 

How  does  Dalton  stay  so  far  ahead 
of  the  law?  Here's  what  one  player 
tells  us:  "If  the  federates  come  down 
on  a  phone  room  for  misrepresenting 
the  project,  Marcus  is  insulated  even 
though  he's  the  one  that  tells  them 
the  hype." 

Finally  we  confront  master  scam- 
ster  Marcus  Dalton: 

Are  you  clearing  10%  on  the  PCS 
auction  deals?  we  ask. 

Dalton  unleashes  a  long,  somewhat 
forced  laugh.  "I  wish  it  were  true." 

Hasn't  he  netted  $15  million  to 
$20  million  over  the  years? 

"I  couldn't  tell  you  how  much  the 
gross  was,  or  the  net,  but  I  can  tell  you 
that  we've  not  been  unhappy  with  the 
results." 

Have  your  investors  been  equally 
happy?  Dalton  launches  into  a  long- 
winded  conspiracy  theory:  The  FCC 
and  Hughes  Electronics,  owner  of 
satellite  broadcaster  DirecTV, 
teamed  up  to  scuttle  the  wireless 
cable  tv  industry. 

Dalton  and  his  ilk  like  to  boast  that 


their  salespeople  are  subject  to  rigii 
compliance  rules  in  their  sales  tactics 
That  compliance  is  generally  about  a 
genuine  as  the  shots  at  winning  i 
license. 

"Twenty  minutes  before  the  com 
pliance  call  [to  the  customers]  come: 
in,"  explains  a  sales  manager  on  ; 
couple  of  particularly  slimy  deals 
"the  salesman  calls  and  goes  over  the 
questions  and  schmoozes  the  cus- 
tomer. On  the  risk  disclosure  ques- 
tions, the  really  bad  ones,  like,  'Dc 
you  realize  you  can  lose  all  your  mon- 
ey?' usually  the  salesman  will  say, 
'That's  a  generic  statement  written  by 
the  government.  We  already  covered 
that,  right?'  And  you  make  'em  say 
that."  Nod,  nod.  Wink,  wink. 

"It  works  pretty  well,"  says  the 
former  sales  manager.  "I  never  had  a 
single  person  not  make  it  through 
compliance." 

Would  that  Marcus  Dalton  were 
the  only  crook  out  there  in  cyberland. 
He  isn't.  Another  big  player  is  Joe 
$teingold,  whose  record  in  the  sleazy 
end  of  the  wireless  communications 
business  dates  back  to  the  first  fcc 


Necessity: 


Must  demonstrate  that  better  design  doesn  't  have  to  cost  more. 

Must  provide  unique,  all-weather  play  area  for  children. 

Must  be  easy  and  affordable  to  maintain. 

Must  use  natural  light  throughout  to  animate  all  living  areas. 

Must  take  advantage  of  an  exceptional  site,  surrounded  by  Puget  Sound  and  woodlands. 

•  » 

Must  be  designed  for  minimal  environmental  impact. 

Must  increase  in  value  at  a  rate  greater  than  the  market  as  a  whole. 

Must  be  absolutely  unforgettable  in  design. 


AIA 


H  THE  AMERICAN  INSTITUTE  OF  ARCHITECTS 

We  make  your  bottom  line  beautiful.  For  the  AIA  architects  in  your  area,  call  I -800-AIA-9930. 


license  application  mill,  American  Na- 
tional Cellular. 

"Listen,  I'm  retired  for  about  eight 
months  already,1 '  Steingold  barks  in  a 
Chicago  accent,  talking  from  his  of- 
fice in  San  Diego,  Calif.  "I'm  65  years 
old.  I  was  in  the  telemarketing  busi- 
ness ten  years  agol  Haven't  been 
since. " 

Come  on,  Joe.  That's  not  what  the 
California  Department  of  Corpora- 
tions found  in  April  1994  when  it 
raided  an  office  in  San  Diego,  looking 
for  evidence  on  so-called  wireless  ca- 
ble build-out  promoters.  "We  didn't 
know  it  was  Steingold's  office  at  the 
time,  but  when  we  went  in,  his  desk 
was  there,"  says  Kathryn  Holguin,  an 
investigator  with  the  California  De- 
partment of  Corporations.  According 
to  the  department,  Steingold's  deals 
took  in  at  least  S24  million  from 
investors  in  deals  to  build  wireless 
cable  systems  in  Reading,  Pa.,  Shreve- 
port  and  Baton  Rouge,  La.  They  nev- 
er saw  a  penny  back. 

These  days,  despite  his  denials, 
Steingold  is  said  to  have  turned  his 
attention  to  deals  to  build  out  special- 


ized mobile  radio  systems.  His  huck- 
sters tell  their  victims  that  their  com- 
pany already  has  a  license  and  needs 
money  to  develop  it.  Of  course,  since 
most  of  the  money  raised  goes  to 
salespeople  and  other  expenses,  little 
is  left  for  "build-out." 

Take  Mid-Tennessee  3rd  Mobile, 
which  earlier  this  year  closed  out 
funding  a  S26  million  deal  (Forbes, 
Feb.  13),  and  Roamer  One,  a  so-called 
network  of  smr  systems. 

Roamer  One  is  owned  by  a  publicly 
traded  company  called  Intek  Diversi- 
fied Corp.,  brainchild  of  Britisher 
Nicholas  Wilson.  A  veteran  of  cellu- 
lar's  early  days,  Wilson  was  barred 
from  the  securities  industry  for  a  year 
in  the  early  1980s.  Like  Dalton,  Wil- 
son has  learned  to  distance  himself 
from  the  actual  promotions. 

Hence,  Roamer  One  doesn't  dirty 
its  hands  in  raising  money  for  the  500- 
odd  smr  build-out  deals  around  the 
country  that  will  supposedly  be  tied 
together  in  the  network. 

Here's  what  a  boiler  room  pitch- 
man recently  told  a  potential  sucker: 
"Nick  Wilson  is  the  same  fella  that 


started  Cellular  One  ten  years  ago  and 
sold  it  to  Craig  McCaw." 

That's  a  baldfaced  lie.  But  it  helps 
to  sell  the  S  14,950  partnership  units. 
The  alleged  McCaw  connection  has 
also  helped  to  push  Intek's  Nasdaq- 
traded  shares  from  2%.  to  a  recent  9% 
since  January.  At  that  price  Intek  has  a 
market  capitalization  of  S99  mil- 
lion— 53  times  the  company's  trailing 
12-month  revenues. 

The  rape  and  pillage  goes  on.  In 
December  of  1994  California's  De- 
partment of  Corporations  brought 
actions  against  426  individuals,  boiler 
rooms  and  promoters  who  were 
pitching  phony  cyberspace  deals 
worth  S850  million.  But,  says  Califor- 
nia's assistant  chief  of  enforcement, 
G.W.  (Bill)  McDonald,  who  also 
chairs  the  board  of  the  National 
White  Collar  Crime  Center,  "The 
states  have  brought  hundreds  of  cases 
involving  these  high-tech  deals,  but 
we're  just  stomping  at  the  tentacles. 
We  need  to  go  after  the  head  of  the 
octopus." 

Which  head  isn't  all  that  far  away, 
Mr.  McDonald.  ■ 


* 


A  couple  of  young  consultants,  armed  with  nothing 
more  than  a  good  idea,  have  built  almost  overnight 
one  of  the  country's  fastest-growing  credit  card  issuers. 

The  data  edge 


By  Janet  Novack 

Do  your  teeth  grind  when  vour 
mailbox  overflows  with  credit  card 
solicitations?  Do  you  slam  the  tele- 
phone when  a  telemarketer  calls  to  ask 
if  you'd  like  to  switch  from  Card  X  to 
Card  Y  and  cut  your  borrowing  rate 
by  a  few  basis  points? 

You  could  blame  Richard  Fairbank. 
He's  a  young  (44)  entrepreneur  who 
has  made  a  small  fortune  bv  figuring 
out   that   issuing   credit   cards   isn't 


banking  but  an  information-gather- 
ing business.  "It's  all  about  collecting 
information  on  150  million  prospec- 
tive customers,"  says  Fairbank,  "and 
on  the  basis  of  data  alone,  making 
credit  and  marketing  decisions." 

In  1988  Fairbank,  then  a  banking 
strategy  consultant,  teamed  up  with 
another  young  banking  consultant 
named  Nigel  Morris."  Thev  ap- 
proached Richmond,  Ya. -based  Sig- 


net Banking  Corp.  about  revamping 
its  credit  card  operation.  Signel 
agreed,  and  its  shareholders  are 
mighty  glad  it  did. 

From  less  than  $1  billion  in  credit 
card  receivables,  Signet's  card  busi- 
ness, now  known  as  Capital  One  Fi- 
nancial Corp.,  became  the  country's 
tenth-largest  issuer  of  credit  cards, 
with  S8.9  billion  in  receivables  at  the 
end  of  June.  In  February  Signet  dis- 
tributed Capital  One's  stock  to  share- 
holders; Fairbank  is  chief  executive, 
Morris  president. 

"Our  strategy,"  Morris  says,  "is  to 
use  information  as  a  massive  competi- 
tive advantage."  Here's  how  he  does 
it:  To  make  money,  a  credit  card  issuer 
must  locate  and  attract  customers 
who  are  good  credit  risks  but  who 
don't  pay  off  their  balances  in  full 
every  month.  They  are  the  dream 
customers:  They  aren't  deadbeats, 
but  they  earn-  balances  and  normallv 


Capital  One's 
Richard  Fairbank 
and  Nigel  Morris 
"Any  opportuni- 
ty we  have,  we're 
always  planning 
for  its  demise." 
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To  keep  up  with  the  accelerating 
pace  of  change,  organizations  are 
being  forced  to  reshape  themselves 

But  unless  improvements  impact 
all  areas  of  the  enterprise,  the  race 
may  be  over  before  it  starts. 

So  instead  of  focusing  on  just  one 

€1995  Andersen  Consulting.  All  righls  reserved. 


A  wing  and  no  prayer. 

part  of  an  organization,  Andersen 
Consulting  can  help  you  transform 
the  whole.  And  rather  than  merely 
recommending  how  the  components 
should  fit  together,  we'll  work  with 
you  to  help  make  sure  that  they  do. 
Because  these  days,  organizations 


that  don't  transform  are  likely 
to  end  up  in  the  soup. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 
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Mazda  presents  a  new  take  on  the 
old  idea  of  getting  what  you  pay 
for.  The  Mazda  Millenia.  A  luxury 
sedan  designed  to  compete  with 
brands  like  Mercedes,  BMW  and 
Lexus,  albeit  a  bit  unfairly.  Because 
the  Millenia  isn't  sold  by  a  separate 
luxury  division.  It's  sold  by  Mazda. 
Without  the  luxury  overhead  and 
without  the  luxury  markup.  So 
more  of  what  you  spend 
goes  into  what  you  drive. 

TEACHING  / 

MERCEDES  ABOUT 
PRECISION  \ 

Unlike  other  luxury 
cars,  the  sides  of  the 
Millenia  are  stamped 
from  single  pieces,  not 
welded  from  smaller  ones. 


And  the  passenger  cabin  is  so  solid,  ;B 
it's  quieter  than  the  Mercedes'  as  well  ® 

PASSING  BMW  AND 
GETTING  BETTER  MILEAGE 

lo  power  the  Millenia  S,  Mazda  produced  • 
the  revolutionary  Miller -cycle  engine. 
This  unique,  high-output 
V6  is  up  to  80%  more 
powerful 


weiaea  jrom  smaller  ones.  than  ordinary  engines  of  comparable  size,  -m 

The  result  is  a  fit  so  precise ,  body  And  though  it  makes  the  Millenia  S  faster  '  « 

panel  seams  are  20%  tighter  than  from  0  to  60  than  the  V8-powered  BMW  ',  p, 

on  a  Mercedes  C280.  530i,  it  actually  burns  less  fuel*  \  { 


p|»^=^^  5 


lillenia  than  meets  the 


3EAUTY  BEING  SKIN 
DEEP,  IT  PAYS  TO  HAVE 
THICK  SKIN 

Satura!lly,  Mazda  wanted  the  Milknia 
to  surpass  its  rivals  in  appearance.  So  the 
Exclusive  "high  reflex"  paint  process  was 


I-     ■ 


SAFETY,  AHEAD  OF  SCHEDULE 

Mazda's  innovations  didn't  stop  with 
luxury.  The  MMenia  meets  global  safety 
requirements  through  1997.  With  anti- 
lock  brakes,  dual  air  bags  and  front-wheel 
drive  for  better  traction  on  snow  and  ice. 
Special  cross  members  in  the  frame 
transfer  and  disperse  the  energy  of  impact 
so  that,  in  an  accident,  even  the  side  that 
isn't  hit  helps  protect  you.  For  everyday 
peace  of  mind,  the  MMenia 
comes  with  a  36-monthl 
50,000-mile  warranty 
and  24-hour  Emergency 
Roadside  Assistance. f 


it  invented  to  rotate  the  car  as  it  dries, 
to  resulting  in  decadently  thick  coats  of 
<j  paint  and  a  finish  so  deep,  it  looks  as 
i  though  you  could  dip  your  finger  into  it* 


'    J  The  Mazda  MMenia. 

jj  Starting  at  just  $27, 525 ,ft 

one  place  were  sure  you 
wont  mind  settling  for  less.  For  a  free 
brochure,  call  1-800-639-1000. 

It  Just  Feels  Right; 


tSee  dealer  for  details  on  limited  warranty  and  Roadside  Assistance  programs.  tt$27,525  MSRP ^for  Millenbrt^jbth '  ^^^95  MSRP 
for  Millenia  S  shown.  Taxes,  license,  freight,  options,  dealer  charges  extra.  Actual  prices  set  by  dealer.  ©  l?95,Mazda  Motor  of  America,  Inc. 


Capital  One 

pay  interest  at  annual  rates  ranging 
from  13%  to  17%. 

How  does  Capital  One  find  these 
dream  clients?  It  tests  thousands  of 
different  credit  card  offers — varying 
rates,  card  fees,  payment  options  and 
so  on — to  tens  of  millions  of  custom- 
ers and  potential  customers.  Are  you 
the  type  to  bite  on  a  5.9%  introduc- 
tory rate  with  a  S20  fee,  or  a  6.9%  with 
no  fee?  Capital  One  shovels  the  re- 
sponses into  its  computers,  which  an- 
alyze customer  responses.  Using 
complex  formulas,  it  picks  the  likeliest 
prospects  for  each  offer. 

Once  it  finds  the  ideal  customer. 
Capital  One  goes  all  out  to  persuade 


But  where  are 

the  banks? 

Bank 

Receivables 

Accounts 

6/30/95         growth  since 

6/30/95 

($billions)         12/30/92 

(millions) 

Citibank 

$40.6 

14% 

24.3 

Discover/Novus* 

27.0 

46 

33.6 

MBNA* 

21.5 

133 

12.1 

First  USA* 

13.3 

361 

7.8 

First  Chicago 

13.1 

54 

13.2 

AT&T  Universal* 

12.3 

86 

16.2 

Household  International* 

11.1 

94 

12.2 

Chase  Manhattan 

10.9 

11 

9.8 

Chemical  Bank 

9.8 

69 

6.7 

Capital  One* 

8.9 

351 

5.8        , 

Bank  of  America 

8.3 

0 

9.3 

Banc  One 

7.9 

85 

9.7 

Advanta* 

7.6 

186 

4.9 

Bank  of  NY 

7.6 

55 

5.9 

Optima  (American  Express! 

7.2 

5 

6.0 

'Not  a  traditional  bank. 

Sources.  RAM  Research  Corp./Capital  One  Financial  Corp. 

the    best    customers    a    better-than- 
promised  deal  to  keep  their  accounts. 

These  days  millions  of  savvy  card- 
holders dicker  over  interest  rates  and 
annual  card  fees.  If  Capital  One  wants 
to  keep  such  a  customer,  he  or  she  is 
transferred  to  a  "retention  special- 
ist," who  has  on  his  screen  the  best 
deal  he  can  offer  that  particular  cus- 
tomer and  still  meet  Capital  One's 
required  return. 

Again,  the  competitive  edge  is  in- 
formation. If  the  specialist  retains  a 
customer  at  a  higher  return,  he  earns  a 
bigger  commission.  Capital  One  then- 
tracks  the  profitability  of  the  retained 
customer  and  adjusts  future  counter- 


In  the  bank 
credit  card 
market,  banks 
are  losing 
market  share. 


him  to  switch  to  its  card.  Capital  One 

was  the  first  card  issuer  to  launch,  in 
1991,  a  national  campaign  offering 
consumers  a  chance  to  transfer  their 
balances  from  other  cards  to  its  card  at 
low  introductory  rates. 

Easy  enough  to  get  business  that 
way.  The  key  is  keeping  it  when  the 
original  low  rate  expires.  Capital  One- 
taps  its  bulging  databanks  to  calculate 
the  net  present  value  of  a  cardholder's 
likely  future  business,  based  mainly 
on  his  card  balances,  repayment  pro- 
file and  credit  reports.  It  also  figures 
the  likelihood,  based  on  the  behavior 
of  similar  customers,  that  the  custom- 
er will  stay  loyal. 

Armed  with  this  information,  ( )api 
tal  One's  marketers  then  offer  some  of 


offers  accordingly. 

This  is  pretty  sophisticated  figur- 
ing: If  a  customer  demands  a  deal, 
that  demand  automatically  reduces 
his  projected  value  to  Capital  One. 

In  addition  to  Capital  One,  other 
entrepreneurial  credit  card  companies 
have  leaped  ahead  of  most  traditional 
banks  in  the  credit  card  business  (see 
table).  The  four  fastest-growing  bank 
card  issuers  are  the  four  publicly  trad- 
ed bank  card  companies — besides 
Capital  One,  they  are  Advanta  Corp., 
First  USA,  Inc.  and  MBNA  Corp. 

Like  Capita]  One,  First  USA,  Ad- 
vanta and  others  have  used  low -rate 
balance  transfer  offers  to  grow.  But  if 
all  these  outfits  use  similar  methods, 
isn't  credit  card  issuing  now  a  com- 


modity business?  Yes  and  no,  replie 
Fairbank.  He  explains: 

"A  lot  of  what  we're  selling  can  b( 
reduced  to  it's  a  Visa  card  and  it's  go 
this  APR  and  this  fee.'  In  that  sense  it': 
a  commodity.  What  is  not  commodi- 
tized  is  the  matching  [of  individua. 
customers  to  different  offers]  behinc 
the  selling — the  algorithms,  the  test- 
ing, the  results,  the  innovation." 

One  formidable  barrier  to  entry  is 
the  enormous  amount  of  working 
capital  needed  to  build  a  system  to 
analyze  the  risks  and  find  the  best 
customers.  According  to  Mail  Moni- 
tor, a  tracking  service,  the  card  indus- 
try mailed  2.4  billion  solicitations  in 
1994;  the  postage  bill  alone  was  near- 
ly S500  million.  Capital  One  was  the 
second-heaviest  mailer,  after  Citi- 
bank. In  this  year's  first  half,  Morris 
and  Fairbank  increased  Capital  One's 
spending  on  account  solicitation  to 
$75  million,  from  $46  million  in 
1994's  first  half. 

Yes,  Fairbank  agrees  that  eventually 
more  of  the  other  card  issuers  will 
build  good  information  banks,  too. 
By  then  he  expects  to  have  found 
other  profitable  uses  for  his  databanks 
and  computer  skills.  "A  lot  of  what 
powers  Capital  One,"  says  Fairbank, 
"are  the  experiences  Nigel  and  I  had 
as  consultants  watching  industries 
change,  and  [realizing  that]  compa- 
nies in  those  industries  [were]  the  last 
to  know.  Any  opportunity  we  have, 
we're  always  planning  for  its  demise 
and  working  on  the  next  one." 

What  might  the  next  one  be?  Fair- 
bank  is  looking  at  other  financial 
products,  as  well  as  opportunities  in 
other  industries  for  a  business  like  his, 
which  knows  how  to  gather  masses  of 
consumer  data  and  analyze  it.  "There 
are  parallels,"  he  says,  "between  the 
magazine  subscription  business  and 
the  credit  card  business." 

Wall  Street  analysts  expect  Capital 
One  to  earn  S126  million,  or  $1.90  a 
share,  this  year,  up  25%  from  1994  on 
an  operating  basis.  For  1996  Fairbank 
confidently  savs  he's  aiming  for  at 
least  20%  earnings  growth.  He  took 
home  $8.5  million  in  salary,  perfor- 
mance bonuses  and  stock  related  to 
the  spinoff  last  year,  and  Morris'  cut 
was  $4.6  million.  His  shareholders 
aren't  complaining.  With  its  stock 
recently  trading  at  25V8,  Capital  One 
is  worth  nearly  $1 .7  billion.  ■■ 
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Franklin  Templeton  Hard  Currency  Fund 

If — 


ZWANZIG  DEUTSCHE  MARK 


Diversify  Your  Assets  Among 
The  World's  Strongest  Currencies. 


At  Franklin  Templeton,  we  believe  that  international  diver- 
sification makes  sense  for  stock,  bond  and  currency  investments. 
That  is  why  we  offer  the  Franklin  Templeton  Hard  Currency 
Fund.  This  fund  has  achieved  an  impressive  record  by  investing 
in  foreign  currency  money  markets,  without  any  stock  or  bond 
market  exposure.  Of  course,  past  performance  does  not  guaran- 
tee future  results. 

As  recent  events  in  Mexico  and  elsewhere  highlight, 
a  decline  in  one's  national  currency  can  seriously  erode  both 
purchasing  power  and  portfolio  values. 

The  Franklin  Templeton  Hard  Currency  Fund  invests  in 
short-term,  high-quality  money  market  instruments  denomi- 
nated in  such  major  foreign  currencies  as  the  Swiss  franc, 
German  mark  and  Japanese  yen,  and  offers  U.S.  investors  a  con- 
venient way  to  seek  protection  against  depreciation  of  the  U.S. 
dollar  relative  to  other  currencies. 

Call  Franklin  Templeton  today  for  a  free  brochure. 


Foreign  investing  involves  special  risks  including  currency  fluctuations  and  political 
uncertainty.  The  fund  is  not  a  U.S.  dollar  money  market  fund  and  is  subject  to  possible 
loss  of  principal.  These  and  other  risks  of  investing  in  a  non-diversified  foreign  fund, 
such  as  increased  susceptibility  to  adverse  economic,  political  or  regulatory  developments, 
are  described  in  the  prospectus. 

f Returns  for  the  period  ended  6/30/95  include  the  maximum  3%  initial  sales  charge  and  assume 
reinvestment  of  dividends  and  capital  gains  at  net  asset  value.  Past  expense  limitations  increased  the  fund's 
total  returns.    Investment  return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed, 
may  he  worth  more  or  less  that  their  original  cost.  Past  performance  cannot  guarantee  future  results. 
Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.   1841 


Franklin  Templeton  Funds 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

if/fri/  I  would  like  a  free  prospectus  con- 
taining more  complete  information  on  the 
Franklin  Templeton  Hard  Currency  Fund, 
including  sales  charges  and  expenses.  I  will  read 
it  carefully  before  I  invest  or  send  money. 

D    /  am  currently  a  Franklin   Templeton 
shareholder. 

Name 

Address 

City 

State/Zip 

Daytime  Phone 


FranklinTempleton 


A  Member  of  the  $125  Billion  Franklin  Templeton  Group 


The  odds  were  poor  on  survival  chances  for  Germany's  famed  sports  car  maker. 
Fortunately,  Porsche's  new  chief  executive  wasn't  too  proud 
to  turn  to  the  Japanese  for  help. 

Salvation  in  Stuttgart 


By  Dyan  Machan 


The  Billionaire  Porsche-Piech  fam- 
ilies who  control  Stuttgart  based 
Porsche  AG  arc  not  famous  for  their 
patience.  In  1986  Porsche  delivered 
53,000  of  its  sports  cars.  Then  it 
began  to  slip.  By  1993  shipments  had 
dropped  to  around  12,000.  In  those 
six  dismal  years  the  company  lost  over 
$200  million  and  the  owners  fired 
three  chairmen — Peter  Schutz,  Heinz 
Branitzki  and  Arno  Bohn. 

Wendelin  Wiedeking,  then  a  40- 
year-old  engineer,  moved  into  this 
hot  seat  in  1993.  Wonder  of  wonders, 


he's  still  there. 

Wiedeking  kept  patriarch  Fern' 
Porsche's  impatience  at  bay  by  blunt- 
ly warning  the  Porsche  board  to  stop 
expecting  miracles;  it  would  take 
three  years  to  get  the  company  back  in 
the  black.  And  it  would  require  drastic 
surgery.  Better  to  make  money  as  a 
small  company  than  lose  your  shirt  as 
a  larger  one,  he  persuaded  his  bosses. 

So  far,  Wiedeking  is  right  on  sched- 
ule. After  losing  money  the  first 
year — around  $90  million — Porsche 
broke  even  for  its  1995  fiscal  year  on 


Ferdinand  Porsche  with  son,  Ferry, 
and  the  first  356,  1948  (above); 
Porsche's  Wendelin  Wiedeking  (left) 
"Those  who  didn't  agree  are  gone." 


revenues  of  about  $1.7  billion.  It  can 
now  break  even  on  sales  of  just 
20,000  units,  down  from  the  old 
break-even  of  28,000  units.  In  the 
1996  model  year  it  expects  to  sell 
30,000  of  its  famous  sports  cars. 

Wiedeking's  first  priority  was:  Get 
costs  down.  Porsches  had  always  been 
expensive,  but  the  rising  mark  and 
high  German  labor  costs  were  threat- 
ening to  price  it  right  out  of  the 
market.  By  the  early  1990s  Porsche's 
prices  ranged  from  $40,000  to  almost 
$100,000.  You  can't  go  up  much 
from  there  without  decimating  sales. 

Wiedeking  is  a  tightly  wound  man 
who  holds  a  doctorate  in  mechanical 
engineering  and  was  Porsche's  chief 
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of  production.  But  he  was  not  too 
proud  to  know  that  he  needed  help. 
"The  Japanese  are  the  best  at  three 
things,'1  Wiedeking  says.  "First,  pro- 
duction; second,  production;  third, 
production." 

So  he  hired  a  Japanese  consulting 
firm — which  included  Toyota's  long- 
time top  production  engineer.  He 
gave  the  Japanese  engineers  free  rein 
to  make  changes.  "It  was  a  cultural 
revolution,1'  says  Wiedeking,  who 
told  his  staff:  "I  didn't  want  to  accept 
any  complaints  [about  the  shock  ther- 
apy]. Those  who  didn't  agree  with  the 
program  were  gone" 

The  consultants  weren't  always 
tactful.  One  Japanese  engineer  ob- 
served that  the  company's  Porsch- 
ianers,  as  its  autoworkers  are  called, 
were  spending  too  much  time  climb- 
ing up  and  down  warehouse  shelves, 
"like  apes,"  to  find  the  parts  they 


The  Porsche  91 1  Turbo 

The  venerable  classic  will  be  replaced 

in  1998  by  the  much-anticipated  996. 


needed.  Parts  for  28  production  days 
choked  the  line,  and  the  factory 
looked  like  a  dark,  cluttered  ware- 
house. Now  under  bright  white 
lights,  just  30  minutes  of  parts  follow 
the  workers  on  special  shopping  carts. 
Just-in-time  manufacturing  arrived  at 
Porsche,  just  in  time. 

The  Japanese  helped  him  reengi- 
neer  the  whole  factory.  They  brought 
Porschianers  together  as  teams  to  in- 
culcate team  spirit  and  accountability. 
There  used  to  be  900  suppliers.  Soon 
there  will  be  300,  and  some  of  them 
have  effectively  become  subcontrac- 
tors. Dashboards  and  axles,  for  exam- 
ple, now  come  preassembled.  It  used 
to  take  120  hours  to  build  a  Porsche 
911.  Now  it  takes  74,  especially  re- 
markable since  Porsche  is  one  of  the 
few  cars  that  is  still  hand-built.  Em- 
plovment  has  alreadv  dropped  from 
9,000  to  6,500. 

Wiedeking  is  spending  a  cool  SI  bil- 
lion to  freshen  up  Porsche's  old  and 
tired  line.  Debuting  in  the  1997  model 
year  in  the  fall  of  1996,  will  be  a  two- 
seater  Roadster,  priced  for  first-time 
buyers  at  under  S40,000; 
Porsche's  next-lowest-priced  convert- 
ible goes  for  S52,000.  The  final  design  is 
still  sheathed  in  secrecy.  But  the  concept 
car  shown  at  the  1993  Detroit  auto 
show  was  dazzling,  with  gentry  flowing 
lines  and  tapered  taillights,  reminiscent 
of  the  graceful  1953  Porsche  550 
Spyder,  although  it  bears  the  clunky 
name  the  "Boxsrer." 

The  second  new  car,  to  be  launched 
in  the  1998  model  year,  will  be  the 
996,  the  next  generation  of  the  popu- 
lar, but  3 1  -year-old,  911. 

Porsche's  revival  is  not  yet  assured, 
however.  In  January  BMW  is  scheduled 


to  introduce  the  equally  pretty  BMW 
Z3  Speedster,  with  an  expected  stick- 
er price  of  $30,000.  A  new  Corvette 
convertible  is  on  the  way,  and  the 
Mercedes-Benz  slk  two-seater  will 
also  debut  in  1997  at  a  price  in  the 
$40,000  range. 

How  many  sports  cars  will  the  pub- 
lic buy?  Right  now  the  U.S.  sports  car 
market  is  figured  at  about  100,000 
units  a  year.  Wiedeking  argues  that 
the  number  is  not  set  in  concrete.  "If 
there  is  an  interesting  product,"  he 
says,  "buyers  will  come."  The  Mazda 
Miata,  he  notes,  exploded  on  the 
scene  in  1989  with  sales  of  91,000  in 
three  years — beating  all  expectations. 

As  to  the  hopped-up  competition, 
Wiedeking  claims  it's  a  blessing.  "We 
have  not  the  marketing  budget  to 
convince  the  public  that  the  Roadster 
is  a  good  concept,"  he  says,  "But 
everyone  else  will  do  that." 

Porsche  expects  to  benefit  from  its 
reputation  for  muscle  cars — its  cars 
regularly  beat  others  in  professional 
races.  Wiedeking  also  counts  on  ex- 
ploiting the  company's  limited  pro- 
duction as  a  sales  tool.  He  figures  on 
selling  onlv  6,000  Boxsters  in  the 
U.S.  and  4,000  911s,  which  could 
make  the  car  hard  to  get.  "When  he 
walks  into  the  parking  lot,  a  Porsche 
owner  shouldn't  have  to  read  license 
plate  numbers,"  Wiedeking  says. 

To  somewhat  alleviate  his  depen- 
dence on  a  small,  crowded  market, 
Wiedeking  counts  on  contracts  for 
design  work,  angling  for  part  of  the 
engineering  and  design  contract  to 
build  the  Chinese  family  car,  through 
Weissach,  Porsche's  legendary  re- 
search and  development  arm.  Weis- 
sach currently  contributes  20%  to  25% 
of  the  company's  operating  earnings 
from  custom  engineering  projects  for 
most  major  car  companies. 

To  further  leverage  this  kind  of 
talent,  Wiedeking  says  he's  talking 
with  major  international  car  compa- 
nies for  joint  ventures  in  carmaking. 
He  figures  his  partners  will  build  the 
plants  and  put  up  the  money;  Porsche 
will  contribute  its  name  and  engineer- 
ing and  design  talent. 

Only  a  few  years  ago  the  odds  were 
that  Porsche  could  not  survive  as  an 
independent  company.  The  odds 
have  improved  markedly.  In  his  brisk 
engineer's  way,  Wiedeking  says:  "We 
did  not  a  bad  job."  M 
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GE's  ambitious  new  jet-engine  project  is  already  well 
over  budget.  Will  it  payoff? 

Engine  trouble 


By  Howard  Banks 

In  late  JULY  some  Boeing  workers 
loaded  a  too-high  trailer  to  deliver  the 
first  production  GE90  jet  engine  to 
Boeing's  Everett  plant,  north  of  Seat- 
tle. The  engine  smashed  into  a  bridge. 

Only  the  casing  was  damaged,  but 
it  was  one  more  in  a  series  of  problems 
that  have  plagued  the  GE90.  Jet  en- 
gines were  once  the  brightest  jewel  in 
GE's  crown,  the  corporation's  largest 
single  profitmaker,  accounting  for 
$1.4  billion  in  operating  profits  in 
1991 .  That  has  slid  to  $900  million  as 
a  result  of  cuts  in  military  spending 
and  the  recent  famine  in  airline  sales. 

Don't  feel  too  sorry  for  GE:  In  a 
diversified  company,  there  are  always 
some  downs  with  the  ups.  Still,  the 
GE90  was  supposed  to  make  the 
company's  jet-engine  business  take- 
off again.  It  is  GE's  entry  in  a  head-on 
battle  for  large  engines  with  UTC's 
Pratt  &  Whitney  Model  4084  and 
Rolls-Royce's  Trent  engine.  The 
GE90  is  the  first  GE  civil  engine  where 
the  engine  core  is  not  derived  from  a 
military  program.  The  engine's  origi- 
nal four-year  development  budget 
was  $1.5  billion,  with  GE's  French 
partner,  Snecma,  paying  25%.  The  bill 
is  at  least  $1 .8  billion  and,  GE's  rivals 
say,  maybe  over  $2  billion. 

Why  so  costly?  GE  has  taken  the 
long  view  with  the  GE90,  developing 
an  engine  aimed  well  ahead  of  today's 
market  demands.  The  first  applica- 
tion, for  80,000-pound  thrust  ver- 
sions of  these  engines,  is  on  the  twin- 
engine  Boeing  777  \  heavier  versions, 
due  to  enter  service  in  1997,  will  need 
90,000  pounds  of  engine  thrust.  But 
the  biggest  market  will  be  for 
stretched,  longer-range  versions  of 
the  777 ',  able  to  earn  around  350 
passengers  up  to  8,000  miles.  Such 
planes,  due  to  start  earning  passen- 
gers in  1998,  will  require  95,000 
pounds  of  thrust  or  more. 

To  produce  an  engine  capable  of 
delivering  up  to  105,000  pounds  of 
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thrust,  and  so  save  costlv  redesigns,  GE 
selected  a  huge,  123-inch-diameter 
fan  for  its  GE90.  Bv  contrast,  Pratt  & 
Whitney's  4084  has  a  112-inch  fan; 
the  Rolls-Royce  Trent  a  1 10-inch  fan. 
To  reduce  the  weight  of  so  massive  a 
fan,  GE  uses  composite  fan  blades 
rather  than  titanium,  used  by  its  rivals. 

GE  also  used  higher  temperatures 
and  pressures  inside  the  engine  than 
its  rivals,  for  better  fuel  consumption. 

Such  technology  bets,  however,  of- 
ten take  longer  and  soak  up  more 
investment  before  they  pay  off.  That 
has  been  the  case  with  the  GE90. 
Boeing  flight  engineers  grounded  the 
engine  for  a  while  during  test  flying 
after  an  engine  stalled  in  flight.  Seals 
had  to  be  redesigned.  A  small  fire  for  a 
while  disrupted  a  test  program  re- 
quired to  get  the  engine  certified  for 
extended  operations  over  water. 

When  engineers  fired  8-pound 
chicken  carcasses  at  a  GE90  fan  as- 
sembly running  full  tilt,  part  of  a 
crucial  certification  test,  three  of  the 
test  fan's  blades  shattered.  This  was 
serious.  Should  more  than  one  blade 
fail,  the  vibration  would  probably 
wreck  the  engine  before  the  pilot 
could  shut  it  down,  and  conceivably 
could  shake  the  engine  off  the  wing. 

GE  redesigned  spacers  that  fit  be- 
tween the  base  of  the  blades  so  that  they 
break  first.  The  latest  batch  of  chicken 
victims  met  a  more  reassuring  recep- 
tion: The  damage  to  the  second  test  fan 
was  within  acceptable  limits.  Unless 
there  is  some  new  problem,  it  seems  the 
first  Boeing  777  with  GE90  engines, 
for  British  Airways,  will  be  delivered  on 
time  in  late  September,  avoiding  costly 
delivery  penalties — a  relief  for  ('hair- 
man  Jack  Welch's  executives. 

GE  will,  however,  still  have  to  pay 
up  for  missing  its  fuel-burn  target.  BA 
was  promised  that  the  GE90  would 
average  5%  better  than  the  Pratt  and 
Rolls  engines.  However,  the  GE90 
has  emerged  from  the  drawing  boards 
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heavier  and  less  fiiel-stingy  than  its 
designers  thought.  On  the  latest  ver- 
sions of  the  777,  GE's  engines  will  be 
7,600  pounds  heavier  than  Rolls1 
Trent  and  3,500  pounds  more  than 
Pratt's  4084,  the  extra  weight  adding 
2%  or  so  to  fuel  consumption. 

Nobody  doubts  GE  will  get  the 
engine's  design  right,  whatever  the 
extra  cost,  but  the  company's  worries 
aren't  behind  it  on  the  project: 

First  question:  Will  the  airlines  be 
prepared  to  wait  until  GE  does  get  it 
right?  So  far,  with  most  orders  going 
for  5,000-mile-range  777s,  which 
need  smaller  engines,  the  Pratt  4084 
is  well  ahead  of  GE  and  Rolls.  Howev- 
er, the  Saudi  Arabian  national  airline, 
Saudia,  prefers  the  GE90,  especially  as 
it  plans  to  buy  the  larger  777.  Saudia  is 
apparently  waiting  to  see  how  the 
GE90  performs  in  service  with  BA. 
Down  the  runway,  Thai  Internation- 
al, All  Nippon  Airways  and  Air  China 
will  pick  engines  for  their  777s. 

Second  question:  Will  the  GE90's 
problems  permanently  harm  gf.'s 
longstanding  relationship  with 
France's  state-owned  Snecma  in  their 
jointly  owned  CFM  International  en- 
gine? The  GE/Snecma  partnership  in 
CFMI  centers  on  the  highly  successful 
CFM-56  engine.  The  CFM-56  is,  for 
instance,  the  only  engine  used  on 
current  Boeing  737s  and  on  the  Air- 
bus A340  long-range  airliner,  and  has 
taken  over  from  Pratt's  JT-8  as  the 
world's  most  important  jet  engine. 

That  partnership  has  worked  beau- 
tifully. But  Snecma,  which  lost  S190 
million  in  1994,  mostly  because  of 
high  labor  costs,  has  less  to  be  pleased 
about  with  its  GE90  deal.  It  will  be  a 
while  before  the  French  see  any  pay- 
back on  their  S450-million-plus  in- 
vestment in  the  GE90.  More  worri- 
some, the  GE90's  cost  overruns  could 
block  the  launch  of  a  new  CFM-XX 
engine,  intended  for  a  proposed 
stretch  A340.  The  French  regard  this 
engine  as  vital.  GE  will  cough  up  half 
the  cost  of  the  new  CFM  engine  only  if 
it  remains  the  only  one  on  the  A340. 
But  given  the  uncertainty,  Airbus  In- 
dustrie is  talking  to  Pratt  and  to  Rolls 
about  powering  the  new  plane. 

Jack  Welch  is  keeping  his  fingers 
crossed  that  his  engineers  are  close  to 
working  the  final  bugs  out  of  the 
GE90.  More  bad  news  is  exactly  what 
he  doesn't  want  to  hear.  WM 

157 


Can  a  new  videogame  player  prove  that  Sony's  $8 
billion  investment  in  Hollywood  wasn't  so  dumb  after  all? 

Once  more 
into  the  breach 


By  Nina  Munk 

Every  marketer  knows 
that  in  the  early  1980s 
Sony  Corp.'s  technically 
superior  Betamax  video 
format  lost  out  to  Matsu- 
shita's vhs  format  because 
VHS  offered  consumers 
more  software — more 

movies  to  watch. 

Sony  wasn't  going  to  let 
that  happen  twice,  so  it 
spent  a  fortune  on  enter- 
tainment properties,  first 
buying  CBS  Records,  then  I^^^H 
the  Columbia  and  TriStar 
movie  studios.  The  old  synergy  game: 
Invest  in  quality  content  and  make  a 
return  on  the  investment  by  putting 
the  software  together  with  Sony's 
home  electronics  hardware. 

So  far  Sony  doesn't  have  much  to 
show  for  its  $8  billion  investment  in 
Hollywood.  Its  hugely  expensive 
1993  film  Last  Action  Hero,  starring 
Arnold  Schwarzenegger,  bombed 
and  did  nothing  for  the  Sony  prod- 
ucts it  featured  on  screen:  a  Sony 
cellular  phone,  and  the  company's 
new  recordable  MiniDisc  player.  The 
videogame  tie-in  flopped,  too.  Sony 
got  out  400  titles  on  MiniDiscs,  many 
from  its  music  library,  but  that  hasn't 
helped  push  sales  of  the  player. 

Last  November  Sony  took  a  $3.2 
billion  writeoff  on  its  Hollywood  as- 
sets. A  lot  of  people  are  surprised  that 
Sony  Corp.  of  America  Chief  Execu- 
tive Michael  Schulhof  still  has  his  job. 

Schulhof  may,  however,  have  an- 
other chance.  Sept.  9  marks  Sony's 
North  American  launch  of  a  new 
product  called  the  PlayStation,  i^s  first 
entry  into  the  $15-biIlion-a-year 
(worldwide  retail)  market  for  video- 
games.   PlayStation   will    run   games 


Sony's  Jeff  Sagansky  (left)  and  Mickey  Schulhof 

Sagansky:  "Heir  apparent?  Mickey's  not  going  anywhere." 


made  by  Sony  and  others  that  feature 
advanced  three-dimensional  graphics 
on  compact  disc.  A  lot  of  people  think 
PlayStation  will  be  a  big  hit. 

( )\  crseeing  the  PlayStation  launch  is 
Sony  Corp.  of  America's  new  execu- 
tive vice  president,  Jeff  Sagansky.  Sa- 
gasky,  43,  is  a  Harvard  Business  School 
graduate  with  nearly  two  decades'  ex- 
perience in  various  aspects  of  show 
business.  He  arrived  at  Sony  barely  a 
year  ago  from  CBS,  where  he  was  head 
of<  i'>s  Entertainment  Division.  Before 
that  he  was  president  of  TriStar  Pic- 
tures, before  Sony  bought  it. 

Sony's  approach  to  marketing  Play- 
Station is  taken  from  the  razors-and- 
razor-blades  chapter.  Priced  at  S299, 
the  PlayStation  video  machine  will  be 
sold  at  a  loss,  the  idea  being  to  get  the 
machines  into  the  hands  of  consumers 
and  then  make  the  money  on  sales  of 
the  compact  disc  games  (at  $49  to 
S69  a  copy)  that  work  with  the  Play- 
Station. "It  would  not  make  sense  for 
us  just  to  make  the  [PlayStation]  ma- 
chines," savs  Sagansky.  "It  is  the 
ownership  of  content — the  games 
themselves — that  ultimately  con- 
vinced us  that  [  PlayStation]  was  a  wise 


business  to  go  into."  This  is  a  clear 
reversal  of  the  strategy  behind  Sony's 
fumbled  MiniDisc  player,  which  still 
sells  for  an  absurdly  high  $650. 

In  a  company  known  for  its 
warring  fiefdoms,  Sagansky  has 
done  everything  in  his  power  to  get 
Sony's  various  divisions  pulling  on 
one  PlayStation  oar.  The  hardware 
folks  in  Japan  are  manufacturing  the 
PlayStation  player;  the  software 
guys  in  America  are  developing  most 
of  the  games.  Sony  Music  Entertain- 
ment will  handle  distribution.  Ad- 
vertisements for  the  PlayStation  will 
run  on  Sony  Pictures' 
videocasettes. 

Videogame  industry  ana- 
lyst Michael  Wallace,  at  UBS 
Securities  Inc.,  thinks  the 
PlayStation  will  be  a  hit.  If  it 
is,  it  won't  be  much  more 
than  a  blip  on  $45  billion 
(sales)  Sony's  financial  state- 
ment. But  a  PlayStation  suc- 
cess would  make  Schulhof 
and  Sagansky's  bosses  back 
in  Tokyo  feel  better  about 
all  the  money  Sony  has 
dropped  in  Hollywood. 
Sagansky  has  other  plans 
to  make  the  Tokyo  and  Hollywood 
assets  work  more  profitably  together. 
One  is  a  giant  entertainment  complex 
in  San  Francisco  to  be  anchored  by  a 
15 -screen  movie  theater  and  an  Imax 
screen.  Other  planned  attractions  at 
the  complex:  a  Sony  electronic  prod- 
ucts superstore,  a  Hollywood  theme 
restaurant  and  virtual  reality  rides. 
The  ground  will  be  broken  on  the 
project  this  fall,  but  Sagansky  says 
he's  already  considering  a  score  of 
future  sites. 

Associates  say  that  in  a  company  of 
feuding  egos,  Sagansky's  noncon- 
frontational  manner  and  his  eagerness 
to  share  credit  may  finally  wring  some 
value  from  Sony  Corp.'s  entertain- 
ment assets.  "There  are  very  few  exec- 
utives who  all  by  themselves  can  pull  a 
ship  along — and  Jeff  is  one  of  them," 
declares  Peter  Lund,  president  of  CBS 
Broadcast  Group,  who  worked  side 
by  side  with  Sagansky  at  CBS. 

If  Sagansky  succeeds,  he  may  well 
be  Mickey  SchulhoPs  heir  apparent. 
"Heir  apparent?"  responds  a  seem- 
ingly shocked  Sagansky.  "Mickey's 
not  going  anywhere."  Maybe  not, 
but  Sagansky  seems  to  be.  M 
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Enron  will  probably  get  to  build  its  power  plant  in  India, 
but  the  threatened  cancelation  will  persuade  a  lot  of 
foreign  companies  to  take  their  money  elsewhere. 

Indian  roulette 
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By  Subrata  N.  Chakravarty 

Despite  all  the  caterwauling,  Enron 
Corp.'s  S2.8  billion  deal  to  build  a 
giant  natural-gas-fueled  power  plant 
in  the  Indian  state  of  Maharashtra  is 
going  to  go  through — but  only  after 
face-saving  concessions  to  the  noisy 
Indian  politicians  who  canceled  it. 

In  earlv  August  the  newly  elected 
government  of  Maharashtra  state, 
which  includes  India's  commercial 
capital  of  Bombay,  "•repudiated"  the 
first  phase  of  the  American  deal, 
which  also  involved  General  Electric 
and  Bechtel  Corp.  The  new  govern- 
ment is  a  coalition  of  the  Shiv  Sena,  a 
local  Hindu  part}',  and  the  Bharatiya 
Janata  Partv  (BJP),  another  Hindu 
nationalist  partv. 

The  Enron  project  was  the  largest 
foreign  Investment  since  India's 
vaunted  liberalization  program  be- 
gan— a  S2.8  billion,  2,015-megawatt 
power  plant  to  be  built  in  two  phases, 
with  the  first  phase  already  under 
construction.  It  was  a  symbol  of  the 
commitment  of  Prime  Minister  P.V. 
Xarasimha  Rao's  Congress  govern- 
ment in  New  Delhi  to  let  foreign 
capital  speed  up  India's  development. 
Enron's  was  one  of  eight  "fast  track" 
power  projects  intended  to  help  meet 
India's  huge  power  needs  for  indus- 
trialization (Forbes,  Apr.  24).  The 
"repudiation"  (not  termination)  of 
the  contract  by  the  state  government 
has  now  made  the  Enron  project  an 
equalh  powerful  symbol  of  the  perils 
of  doing  business  in  India.  It  has  led 
to  a  spate  of  articles  in  the  foreign 
press  questioning  whether  India  real- 
ly has  changed  its  chauvinistic  ways. 

But  there  is  more  here  than  meets 
the  eye.  It  appears  that  the  bjp  com- 
mitted a  huge  political  miscalcula- 
tion. Believing  that  they  could  not 
unseat  the  Maharashtra  govern- 
ment— then  headed  by  Chief  Minis- 
ter Sharad  Pawar,  a  Congress  Party 
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stalwart — the  bip  high  command  felt 
safe  in  beating  their  rival  over  the  head 
with  a  nationalistic  stick.  They  could 
make  political  hay  and  gain  Assembly 
seats  without  having  to  carry  out  their 
threats  to  cancel  the  project. 

Without  any  evidence,  BJP  leaders 
alleged  that  Pawar  had  been  paid  off 
to  sign  the  deal.  Never  mind  that  the 
Bombay  High  Court  and  the  Indian 
Supreme  Court  had  okayed  the  agree- 
ment, and  that  the  bjp  had  no  proof  of 
payoffs.  Enough  voters  bought  the 
argument;  the  opposition  unexpect- 
edly won.  Having  painted  itself  into  a 
corner,  the  new  government  felt  it 
had  no  choice  but  to  cancel  the  con- 
tract. "If  we  allowed  the  project  to  go 
forward  after  all  our  criticisms,  then 
we  would  have  been  accused  of  taking 
bribes,"  a  senior  BJP  official  explained. 
Faced  with  national  elections  in  1996 
the  bjp  didn't  want  to  appear  to  back- 


track on  its  election  rhetoric. 

But  it  still  has  a  hot  potato  on  its 
hands.  The  state's  own  senior  bureau- 
crats have  reportedly  dissented  from 
the  decision.  Worse  for  the  state  pols, 
the  contract  calls  for  arbitration  of 
disputes  by  an  impartial  referee  in 
London.  If  the  arbitration  goes 
against  the  state,  it  could  face  legally 
enforceable  claims  for  hundreds  of 
millions  of  dollars. 

When  the  dust  settles,  the  easiest 
path  for  Maharashtra's  discomfited 
pols  would  be  to  demand  superficial 
concessions,  declare  victor}'  and  let 
construction  resume.  Because  the  al- 
ternative is  that  their  state  will  lose  the 
jobs,  the  development  and  the  power 
the  plant  would  provide. 

However,  there's  no  question:  The 
whole  affair  has  set  India  back  in  terms 
of  attracting  foreign  investment. 
Making  matters  worse,  Indian  Prime 
Minister  Narasimha  Rao  has  failed  to 
intervene  on  Enron's  behalf,  giving 
foreign  investors  reason  to  question 
India's  sincerity  about  economic  re- 
form. Wheels  within  wheels:  The 
prime  minister  wasn't  entirely  unhap- 
py to  see  his  fellow  Congress  Party 
leader  defeated  in  his  home  state; 
Pawar  was  widely  regarded  as  his  rival 
for  control  of  the  national  partv. 

India's  politicians  have  long  had  a 
talent  for  shooting  themselves  in  the 
foot,  and  they've  done  it  again.      H 


Sharad  Pawar,  former  Maharashtra  chief  minister  and  Congress  Party  stalwart 

By  losing  his  home  state,  the  prime-ministerial  hopeful  set  off  the  Enron  mess. 
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If  American  capitalism  needs  a  folk  hero,  we  nominate 
Gordon  Moore,  a  founder  of  Intel,  formulator  of  Moore's 
Law  and  a  revolutionist  in  the  best  sense  of  the  word. 

The  reluctant 
entrepreneur 


By  Robert  Lenzner 

In  a  LITTLE-NOTICED  articlk  in  Electronics  magazine  30  I 
years  ago  a  self-effacing  37-year-old  scientist  named  Gor-  l 
don  Moore  formulated  what  has  come  to  be  known  as  | 
Moore's  Law.  He  said  that  the  power  and  the  complexity  = 
of  the  silicon  chip  would  double  every  year — later  slowed 
to  every  18  months — with  proportionate  decreases  in  cost. 
Double  something  every  18  months  for  30  years  and  it 
increases  by  a  factor  of  over  a  million  to  one.  Moore  was 
close:  Today's  4-megabit  chip  is  4  million  times  more 
powerful  than  its  predecessor,  the  transistor. 

A  key  point  of  the  article:  By  1975  economics  might 
dictate  squeezing  as  many  as  65,000  components  on  a 
single  silicon  chip.  That  sounded  unbelievable  at  the  time. 
By  today's  standards  it  turned  out  to  be  conservative.  By 
year-end  Intel  will  squeeze  as  many  as  6  million  compo-" 
nents  on  a  single  microprocessor  chip. 

"Integrated  electronics,"  Moore  wrote,  ''will  make 
electronic  techniques  more  generally  available  throughout 
all  of  society."  The  article  went  on  to  predict  the  coming  of 
such  things  that  have  since  become  commonplace  con- 
sumer items  as  home  computers,  portable  telephones  and 
cars  made  smarter  by  the  use  of  dozens  of  relatively  cheap 
computer  chips.  Moore  had  been  fond  of  saying  that 
scientists  like  him,  not  the  student  protesters  of  the  time, 
were  the  true  revolutionaries.  Of  the  industrial  revolution, 
he  said  it  simply  enhanced  muscle  power  with  machinery. 
The  computer  revolution  was  enhancing  the  power  of  the 
human  brain. 

Moore  was  not  alone  in  making  such  predictions.  But 
almost  alone  among  the  visionaries,  he  went  on  to  play  a 
leading  role  in  bringing  the  revolution  to  pass. 

Moore  was  by  no  means  the  first  to  understand  that 
computers  were  revolutionary.  But  in  1965  most  people 
still  thought  in  terms  of  great  machines  performing 
wonders  in  record-keeping  and  calculating.  It  seemed 
pretty  clear  who  the  winners  would  be:  General  Electric, 
Honeywell,  Sperry  Rand,  Control  Data,  and,  of  course, 
IBM.  Who  cared  about  chips  in  washing  machines?  Why 
i^ther  with  $2,500  desktops  when  you  could  get  a 
million-plus  for  a  big  computer? 

Gordon  Moore  was  thinking  beyond  record-keeping 
machines.  Once  chips  had  become  as  powerful  as  the 
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earlier  computers,  and  cheap  enough,  he  knew  that  chips 
would  penetrate  even'  area  of  life.  That  was  the  heart  of 
Moore's  vision. 

Had  the  computer  industry  grasped  the  full  implications 
of  Moore's  Law,  it  would  have  understood  that  central- 
ized data  processing  would  increasingly  give  way  to 
distributed  processing;  in  plain  English,  that  desktop  P<  s 
would  take  on  more  and  more  of  what  the  big  mainframes 
once  did.  The  desktops  meanwhile,  thanks  to  the  falling 
price  of  computing  power,  would  themselves  come  down 
in  price  and  become  a  consumer  durable.  At  the  same  time 
cheap  chips  would  make  many  other  appliances — and  the 
factories  that  turned  them  out — more  efficient. 

Moore  was  surprised  that  the  big  mainframe  makers  did 
not  embrace  Intel's  vision  for  a  steady  drop  in  the  cost  of 
computing.  They  didn't — except  for  IBM — and  that  be- 
grudgingly.  Instead  they  left  the  PC  business  to  newcom- 
ers, companies  fresh  born  in  the  1970s  and  1980s — Apple, 


Compaq,  Dell. 

While  the  computer  industry  was  being  turned  on  its  ear 
by  Moore's  Law,  Gordon  Moore  and  his  partner  Robert 
Noyce  built  Intel  Corp.  on  that  very  vision.  Nonexistent 
30  years  ago,  Intel  is  today  a  S16-billion-a-year  business 
(estimated  1995  sales),  with  a  recent  market  capitalization 
of  $58  billion  and  one  of  the  prides  of  American  industry. 

Intel  has  made  Moore  a  billionaire,  and  while  others 
have  amassed  bigger  piles  elsewhere,  few  other  people  of 
his  time  have  contributed  so  much  to  American  industrial 
leadership. 

Who  is  the  man  behind  this  extraordinary  vision  and  this 
tremendous  business  accomplishment?  At  first  glance 
there  is  little  that  is  charismatic  about  this  unpretentious 
man;  the  charisma  grows  on  you  later.  At  67  years  old, 
Gordon  Moore  speaks  with  a  flat  twang  that  seems  more 
midwestern  than  western  and,  engineer-fashion,  wears  his 
pen  in  his  shirt  pocket.  He  works  in  a  tiny  nondescript 
cubicle  facing  the  company  driveway,  and  eschews  any  of 
the  trappings  of  his  power  and  wealth.  In  an  age  when 
acting  the  tough  guy  is  all  the  rage,  Gordon  Moore  never 
swears  or  makes  disparaging  comments  about  people. 
Almost  the  quintessential  nice  guy,  Gordon  Moore  in  no 
way  matches  today's  popular  image  of  the  hard-driving 
businessman. 

In  fact  he  calls  himself  an  "accidental  entrepreneur."  A 
1954  graduate  of  the  California  Institute  of  Technology 
(Caltech)  with  a  Ph.D.  in  chemistry  and  physics,  Moore 
thought  he  preferred  the  quiet,  contemplative  life  of 
academia,  preferably  on  the  West  Coast  where  he  felt  at 
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1  Venture  capitalist 

|  Arthur  Rock 
Raising  $2.5  mil- 
lion to  create  a  $58 
billion  pride  of 
American  industry. 
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home.  He  had  been  born  in  Pescadero,  Calif.,  a  tiny  coastal 
town  some  50  miles  south  of  San  Francisco,  where  his 
father  was  deputy  sheriff  and  his  mother's  family  ran  the 
only  general  store. 

Neither  the  business  nor  the  academic  world  greeted 
the  young  scientist  with  open  arms.  Teaching  jobs  were 
scarce  on  the  West  ('oast,  and  a  Dow  Chemical  psycholo- 
gist told  Moore  he  would  make  a  satisfactory  technician 
but  never  a  manager.  Become  .\n  entrepreneur?  The  idea 
never  even  entered  Moore's  head. 

His  first  job,  in  1954,  was  at  the  Applied  Physics  Lab  at 
Johns  Hopkins  University,  doing  basic  research  on  weap- 
ons propulsion.  ''The  things  we  were  doing  had  no 
practical  application.  That  started  to  bother  me  a  bit,"  he 
says  now. 

He  was  happy  to  return  to  California  in  1956,  when 
William  Shockley,  the  Nobel  Prize-winning  co-inventor  of 
the  transistor,  invited  Moore  to  join  Shockley  Semicon- 
ductor as  a  research  chemist.  Shockley's  company,  then 
part  of  Beckman  Instruments,  deteriorated  under  the 
founder's  erratic  management  and  was  eventually  ab- 
sorbed by  ill,  which  closed  it  down. 

As  Moore  tells  the  story,  Shockley  was  a  brilliant 
scientist  but  rotten  at  motivating  people.  Moore  and  a 
small  group  that  included  Moore's  future  partner  Bob 
Noyce  tried  to  push  Shockley  aside  as  a  manager,  but 
tailed.  Had  they  succeeded,  Intel  Corp.  would  never  have 


existed.  In  that  sense  Intel 
is  an  accident. 

"The  accidental  entre- 
preneur like  me  has  to  fall 
into  the  opportunity  or  be 
pushed  into  it,"  Moore 
now  says.  "Things  have  to 
line  up  right.  Then  the  en- 
trepreneurial spirit  eventu- 
ally catches  on." 

The  shove  came  in  1957. 
With  backing  from  aircraft 
pioneer  Sherman  Fairchild, 
Moore,  his  partner  Robert 
Noyce  and  six  others — the 
Fairchild  eight,  as  they 
called  themselves — left 
Shockley  and  started  Fair- 
child  Semiconductor,  the 
West  Coast  subsidiary  of 
Fairchild  Camera  &  Instru- 
ment. Each  of  the  scientists 
invested  $500,  a  month's 
salary.  Fairchild  put  up  the 
rest.  Moore  was  manager  of 
engineering  first,  then  director  of  research.  Together  the 
Fairchild  eight  helped  develop  the  first  integrated  circuits, 
which  combined  several  electronic  components  onto  a 
single  chip  rather  than  devoting  a  separate  chip  to  each 
function. 

"We  had  no  idea  at  all  that  we  had  turned  the  first  stone 
on  something  that  was  going  to  be  a  SI 00  billion  busi- 
ness," Moore  savs. 

Nor  that  in  a  short  time  he  and  Noyce  would  be  entirely 
on  their  own.  This  time  the  shove  came  in  the  form  of 
second-guessing  by  Fairchild  management  on  the  East 
(oast.  The  reluctant  entrepreneur  became  a  full-time 
entrepreneur  in  1968  when  Arthur  Rock,  the  shrewd  San 
Franciso  venture  capitalist,  raised  $2.5  million.  The  mon- 
ey was  raised  on  a  one-page  business  plan  that,  for  reasons 
of  secrecy,  was  written  vaguelv.  "We  had  a  stronger  need 
not  to  disclose  what  we  were  going  to  do,"  says  Moore. 

Moore  And  Noyce  found  the  fresh  air  of  entrepreneurial 
freedom  bracing.  "Frankly,  it  was  very  useful  to  be  able  to 
start  again,  start  with  a  clean  sheet  of  paper,"  Moore  says. 
With  Noyce  as  chief  executive  officer,  Rock,  chairman,  and 
Moore,  executive  vice  president,  Intel  produced  its  first 
product,  a  bipolar  memory  chip,  in  1969.  Sales  the  first  full 
year  were  around  $3,000.  The  company  became  profitable 
in  1971. 

('hip-making  was  starting  to  become  a  commodity 
business,  but  Moore  and  Noyce  and  the  others  felt  that 
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With  their  new  tangled  inte- 
grated chips  they  could  of- 
fer products  that  would  do 
pore  things  at  less  cost  for 
he  customer  and  thus 
pmmand  a  higher  price. 
rWe  thought  we  saw  in 
semiconductor  mcmoiy  an 
opportunity  to  make  a 
product  of  almost  arbitrary 
complexity  that  could  be 
used  in  all  digital  systems, 
and  that  would  change  the 
leverage  from  low-cost  as- 
sembly back  to  cleverness  in 
processing  silicon,"  Moore 
explained  recently. 

Early  on  Intel  adopted 
what  Gordon  Moore  calls 
the  "Goldilocks  strategy." 
Moore  and  Noyce  had  a 
choice  of  three  technol- 
ogies: an  easy  one  that 
could  be  quickly  copied  by 
Texas  Instruments  and 
Fairchild;  a  complicated 
one  that  might  bankrupt 
them;  or  a  moderately  com- 
plicated one.  They,  like 
Goldilocks  in  the  fairy  tale, 
concentrated  on  the  middle 
course.  "The  key  was  the 
right  degree  of  difficulty. 
Too  easy,  you  get  competi- 
tion too  soon.  Too  hard, 
you  run  out  of  money  be- 
fore you  get  it  done," 
Moore  explains.  MBMi 

Intel's  first  big  product, 
the  1101  Static  Memory  Chip,  gave  Intel  a  strong  lead  on 
its  competitors.  Such  advantages  are  priceless  in  a  business 
where,  according  to  Moore's  own  law,  18  months  is  a 
product  generation.  Not  until  1985  did  Intel  hit  the  wall, 
when  Japanese  semiconductor  companies  dumped  cheap 
memory  chips  onto  the  U.S.  market. 

In  1986  Intel  actually  lost  money,  but  then  it  quickly 
moved  away  from  common  memory  chips  to  microproces- 
sors, the  brains  of  the  computer.  And  there  has  been  no 
looking  back.  This  year  Intel  should  net  some  S3. 5  billion, 
a  figure  almost  three  times  its  total  revenues  a  decade  ago. 
Quite  a  nice  payoff  for  Gordon  Moore's  vision,  leveraged 
with  S2.5  million  of  venture  capital. 

A  bit  of  a  setback,  too,  for  psychological  testing.  The 
man  the  Dow  shrink  said  would  never  make  a  manager 
turned  out  to  be  a  superb  motivator  of  people  and  a 
brilliant  risk-taker.  Max  Palevskv,  himself  a  computer 
industry  entrepreneur  and  a  director  of  Intel,  describes 
Moore's  ability  in  these  simple  words:  "Gordon  can  take 
the  most  complex  problem  and  conceptualize  it  so  the 
solution  is  obvious  and  easy  to  understand."  Thus,  of 
course,  Moore's  Law — a  complex  situation  summed  up  in 


Andy  Grove,  Intel  president  and  chief  executive  officer 

"I  think  I  will  work  for  him,"  he  wrote  of  Moore  in  1963.  Today:  "A  lot  of 

people  listen  with  their  mouth.  Gordon  really  listens." 


a  succinct  rule. 

"Gordon,"  says  his  early  backer  Arthur  Rock,  "knows 
where  to  spend  the  money  and  allocate  assets.  He's  the  guy 
who  said  in  the  downturn  we've  got  to  build  plants  and 
mothball  them  and  be  ready  when  the  business  starts  to 
turn  up  again.  He's  had  that  vision.  When  he  thinks  he's 
right  he's  as  stubborn  as  they  make  them.  He's  been 
willing  to  bet  the  company  over  and  over." 

In  1963  the  then  35-year-old  Gordon  Moore  intei 
viewed  a  27-year-old  job  candidate,  Andrew  Grove, 
night  Grove  wrote  in  his  notebook,  "I  think  I  will  woi ; 
him."  Grove  explains  why  Moore  is  unique.  ll 
people  listen  with  their  mouths,"  says  Grove 
and  chief  executive  officer  of  Intel  today.  "( 
listens." 

In  those  days  Moore  spent  no  time 
ment  texts.  He  says  he  learned  how  t 
observing  mistakes  made  at  Fairchild 
are  some  of  the  main  lessons  he  lean 
management: 

■  Minimize  bureaucracy.  Th<  e iter  way  to  train 

managers  than  in  a  startup  be  a     .  h    caches  people  to 
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Gordon  Moore 


Eight 
revolutionaries 


Moore  (far  left)  and  Robert 
Noyce  (center  front)  before  leaving 
Fairchild  to  start  Intel 
They  had  no  clue  they'd 
turned  the  first  stone  on  a 
$100  billion  business. 


Every  one  of  the  Fair- 
child  eight  has  made  his 
mark.  Besides  Gordon 
Moore  and  Robert  Noyce, 
the  octet  were  as  follows: 
Eugene  Kleiner  found- 
ed the  highly  successful 
Menlo  Park  venture  capi- 


tal firm  Kleiner  &:  Perkins 
( now  Kleiner  Perkins 
Caufield  &  Byers). 

Julius  Blank  founded 
Xicor,  a  California  compa- 
ny that  manufactures 
semiconductor  memory 
devices.  He  still  sits  on 


its  board. 

Jean  Hoerni,  Jay  Last 
and  Sheldon  Roberts  did 
stints  at  Teledyne. 
Hoerni  later  founded  In- 
tersil, which  was  sold  to 
General  Electric  in  1981. 

Victor  Grinich  left 


Fairchild  and  taught  engi- 
neering at  Stanford  and 
the  University  of  California 
at  Berkeley.  He  eventual- 
ly founded  two  California 
computer  companies  and 
now  works  at  Synopsvs  Inc. 
-Terzah  Evving  Bi 


function  on  their  own  without  a  lot  of  help.  Moore  had  his 
engineers  work  directly  with  equipment  suppliers  rather 
than  through  purchasing  agents  at  Intel. 

■  Eliminate  bottlenecks  between  the  laboratory  and  the 
manufacturing  plant.  At  Intel  Moore  established  mecha- 
nisms to  speed  the  transfer  of  new  products  from  lab  to 
factory  to  market.  Bottlenecks  in  the  process,  Moore 
realized,  are  one  of  the  reasons  talented  engineers  so  often 
Leave  big  companies  to  strike  out  on  their  own.  Moore 
wants  to  make  sure  that  future  Gordon  Moorcs  and  Bob 
Noyces  and  Andy  Groves  stay  at  Intel.  When  you  are 
competing  with  top-notch  outfits  like  Texas  Instruments 
you  need  all  the  talent  you  can  find. 

■  Raise  money  before  you  need  it.  "One  thing  you  find 
out  after  a  little  bit  of  experience  as  an  entrepreneur  is  that 
the  bank  is  willing  to  lend  you  money  as  long  as  you  don't 
need  it.'" 

■  Hold  regular  one-on-one  meetings  with  subordinates, 
letting  them  control  the  agenda.  Which  helps  explain  why 
Moore  is  more  of  a  listener  than  he  is  a  talker.  As  he  puts  it: 
"Such  [one-to-one]  sessions  are  very  efficient  for  transfer- 


ring information — in  both  directions." 
■  Don't  book  revenue  until  the  product  goes  from  the 
distributor  to  the  consumer.  Revising  earnings  down  is  a 
sure  way  to  hurt  the  price  of  your  stock. 

Though  Andy  Grove  now  runs  the  company,  Gordon 
Moore,  at  67,  is  chairman  and  very  much  part  of  the  top 
management.  He  is  the  last  of  the  founders  still  active. 
After  1979,  partner  Bob  Noyce  took  a  smaller  role  in  the 
company,  then  died  in  1990  of  a  heart  attack. 

"We  want,"  Moore  says'  of  Intel,  "to  run  ahead  and 
make  large  complicated  chips  and  leave  the  competition 
behind.  The  one  thing  I've  learned  over  the  years  in  this 
business  is  that  you  newer  get  well  on  the  old  products. 
You've  got  to  keep  your  development  work  going  full  bore 
even  through  recessions." 

As  the  following  story  tells,  he  now  believes  that 
Moore's  Law  is  going  to  slow  down  early  in  the  next 
century,  but  the  computer  revolution  is  by  no  means 
finished.  "If  you  slow  down,"  he  says,  "you  really  doom 
yourself.  Pulling  back  is  the  road  to  disaster.11  He  means 
that  about  himself  as  well  as  about  his  company.  WM 
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By  2000,  you'll  be  talking  to  your  computer. 
And  it  will  probably  respond— in  50  languages. 


ither  Moore's  Law? 


If  he  wasnt  the  EIRST  to  predict  that  cheap  silicon  chips 
would  change  the  world,  Gordon  Moore  was  certainly  one 
of  the  leaders  of  the  microchip  revolution  which  has, 
among  other  things,  changed  the  computer  and 
teletype/fax  from  huge  machines  available  mainly  to 
governments  and  giant  corporations  into  everyday  tools 
and  consumer  products. 

What  next?  we  asked  him  during  an  interview  at  Intel's 
Santa  Clara,  Calif,  headquarters. 

"The  thing  about  the 
computer  that  impresses 
me  is  it  seems  to  really  be 
open-ended.  I  don't  see 
any  limit  on  the  technology 
for  processing  information. 
Information  kind  of  feeds 
on  itself.  The  more  you 
have,  the  more  you  can  get 
at,  the  more  you  can  gener- 
ate. The  faster  you  can  pro- 
cess it,  the  more  things  you 
can  do." 

Like  what? 

"With  the  processing 
power  and  software  devel- 
oping together,"  he  re- 
sponded, "we're  not  many 
years  away  from  using  the 
computer  as  a  dictating  ma- 
chine. You'll  be  able  to  talk 
into  a  computer  and  it  will 
print  out  what  you  said.  Or 
you'll  be  able  to  type  out  a 
message  in  English — and  it 
will  be  translated  into  Japa- 
nese or  Hindi  or  Chinese 
instantly." 

Think  of  it:  As  an  English  speaker  you  may  not  know  a 
word  of  Chinese,  but  with  the  computer  as  translator  you 
will  be  able  to  converse  with  people  in  China  who  know  no 
English.  The  computer  is  fast  becoming  a  global  commu- 
nications instrument  as  well  as  an  instant  printing  press. 
Continents  and  cultures  will  be  bridged.  All  this  for  the 
same  S2,000  you're  paying  for  computer  power  today. 

"One  day,"  Moore  suggests,  "Forbes  will  be  able  to 
simultaneouslv  publish  the  magazine  in  50  different  lan- 
guages simply  by  pushing  a  button  on  a  computer." 

We  tried  to  imagine  ourselves  sitting  in  sylvan  splendor 
at  a  mountainside  villa  somewhere,  collar  open  and  not 
only  easily  accessing  with  our  fingers  on  a  keyboard  all  the 
libraries  of  the  world  and  all  the  stored  images  but  reaching 


The  first  practical  integrated  circuit 

Bob  Noyce,  the  cofounder  of  Intel, 

combined  several  electronic  components  on  1  chip. 


most  of  the  people  in  it  as  well.  Superman.  But  that's  hard 
to  imagine.  Moore:  "In  1860  it  was  hard  to  conceive  of  the 
airplane." 

He  mentions  how  close  some  of  this  is  already.  "We're 
close  to  providing  TV-quality  video  over  the  computer. 
You'll  be  able  to  make  a  phone  call  that  will  transmit  an 
image  of  a  newborn  child  in  the  hospital  to  every  relative 
and  friend  anywhere  in  the  world." 

You  may  one  day  soon  be  consigning  your  TV  sets  to  a 

landfill.  TV  may  prove  to  be 
just  a  passing  phase.  "All 
that  television  does  is  bring 
you  a  picture  and  a  voice, 
and  maybe  the  picture's  in 
color,"  he  says.  "How  to 
make  television  much  bet- 
ter is  hard  for  me  to  see — a 
bigger  screen  maybe." 

The  computer  can  bring 
the  image  and  the  voice 
plus  the  interactivity  and 
the  conformation  of  text 
and  drawings  that  TV  can- 
not. "I  think  the  natural 
driving  force  is  toward  one 
PC  per  person  in  the  educat- 
ed household.  Maybe  there 
is  a  reason  for  multiple  PCs 
per  person,  but  I  can't  see 
that  yet." 

Revolutions  aren't  pain- 
less, we  reminded  him. 

Warily,  Moore  admitted 
that  the  use  of  PCs  is  going 
to  accentuate  the  tendency 
described  in  the  Charles 
Murrav/Richard  Herrnstein  book  The  Bell  Cun>e;  that  is, 
it  may  widen  the  gap  between  the  technically  literate  and 
semiliterate,  between  those  who  possess  and  can  manipu- 
late knowledge  and  those  who  lack  the  brains  or  the  will  to 
use  it.  Moore  says:  "More  educated  people  who  can  use 
computers  are  going  to  do  better  than  poorly  educated 
persons  who  are  technically  illiterate.  I'm  worried  already 
that  we've  taken  a  big  step  toward  being  a  two-class  society 
based  on  education.  The  personal  computer  will  facilitate 
the  upwardly  mobile.  The  educated  classes  will  turn  in 
their  computers  every  few  years  just  to  get  the  more 
powerful  version." 

Already  the  computer  has  started  to  make  obsolete 
certain  professions  (Forbes,  May  22).  Intel  has  already 
gotten  rid  of  many  of  its  secretaries.  Fewer  librarians  will  be 
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Moore  predicts 

needed  when  computers  can  do  their  work.  The  same  with 
paralegals  and  all  manner  of  clerks. 

What  about  information  overload?  we  asked  Moore. 

This  does  not  bother  him.  The  computer  will  help 
people  deal  with  the  plethora  of  tacts  and  figures.  'The 
table  of  contents  will  be  the  computer's  memory  and  its 
brain,"  he  says. 

We  asked  him  about  the  Internet.  To  Moore  it's  only  in 
its  early  stages.  "It  supplies  less  than  1%  of  the  information 
in  the  world  right  now.  It  is  just  one  large  step  toward  the 
global  electronic  library.  The  Library  of  Congress  is 
nowhere  near  computerized  yet.  So,  the  opportunities  are 
immense.'" 

We  popped  him  the  big  question:  Which  companies, 
which  industries  will  be  the  big  winners?  "I  consider  it 
group  grope,"  he  responded  quickly.  "I  wouldn't  be 
surprised  if  the  eventual  big  players  were  companies  that 
we've  never  heard  of  at  this  stage  of  the  game." 

What  about  IBM?  Can't  it  move  in  on  Intel's  markets? 
Moore:  "IBM  has  really  vacillated  on  strategies.  They  will 
have  a  tough  time  replacing  Intel  broadly." 


1977 


The  Apple  II 

The  first  personal  computer 
available  to  the  public 
on  a  wide-scale  basis. 


He  has  recently  predicted  that  Moore's  law  faces  a 
slowing,  but  that's  some  time  off.  Moore  is  sanguine  about 
the  next  ten  years.  He  expects  the  semiconductor  industry 
to  grow  until  it  reaches  1%  of  the  world  economy.  It  was 
only  one -tenth  the  way  there  in  1986. 

Beyond  the  1%  is  when  he  sees  the  slowing.  Because  of 
rapidly  changing  technology,  Intel  has  to  gut  and  refur- 
bish its  fabrication  plants  every  three  years.  This  rapid  rate 
of  change  also  forces  Intel  to  continuously  introduce  new 
products,  which  displace  its  most  popular  products  today. 
This  is  a  hugely  expensive  process  that  Moore  pungendy 
calls  "eating  your  own  children."  He  expects  the  cost  of 
building  a  semiconductor  factory  to  increase  from  SI. 5 
billion  to  $2.5  billion  over  the  next  five  years. 

Says  Moore:  "Capital  costs  are  rising  far  faster  than 
revenue  in  the  industry.  We  can  no  longer  make  up  for  the 


1981 


Circuits  in  IBM's  first  PC 
Thanks  to  the  Intel  8088, 
the  PC  went  mainstream. 


The  Intel  4004 
The  first 
microprocessor, 
the  brains 
of  the  computer, 


increasing  cost  by  improving  yields  and  equipment  utiliza- 
tion. We  have  an  inherent  conflict  here." 

Here's  the  conflict:  "Since  we  put  a  whole  lot  more 
transistors  on  a  chip  with  each  generation,  the  cost  of  the 
transistor  will  continue  to  go  down  rapidly.  But,  the  cost  of 
the  microprocessor  may  go  up." 

What  Moore  is  saying  is  that  the  basic  trend  of  getting 
more  electronics  at  a  cheaper  cost  won't  be  reversed.  But 
the  rate  of  change  in  the  technology  may  not  be  as  fast. 

By  the  time  that  slowdown  comes,  however,  chips  will 
be  performing  tricks  that  are  only  dreamed  about  today, 
the  world  will  be  a  far  more  interconnected  place  and  there 
will  be  unpredictable  changes,  mostlv  for  the  better,  in 
business  and  government.  -ROBERT  Lenzner  ■■ 


The  Pentium  processor 
3.2  million  transistors 
direct  the  processing 
of  data  in  PCs. 
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We  have  amazing  Powers  to  move  baggage. 


Specifically  here, 
we're  talking  about  Jack  Powers,  ramp 
serviceman.  One  of  the  new  employee-owners  of 
United  Airlines.  One  of  the  55.000  proud  new  owners. 

Our  aim  is  to  be  more  efficient  at  bag-handling  than  ever  before. 
To  do  everv  single  thing  with  more  attention  to  detail.  And  it's  positively 
paving  off.  Complaints  are  down. 
Compliments  are  up. 


£+**-  ^^^^^^U^uM^. 


And  more  of  you  are  flying  our  friendly  skies  than  ever  before. 
It's  obvious  we  don't  just  work  here. 


WJ  United  Airlines 
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Colonial  Life  &  Accident  Insurance  Compass- 
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Ironically  enough,  the  very  same  medical 
treatment  that  can  save  your  life  can  often 
times  kill  your  bankbook,  even  if  you  have 
medical  coverage.  Because  while  medical 
insurance  can  cover  the  cost  of  the  actual 
treatment,  it  wont  replace  the  income  you 
lose  if  you  re  forced  to  miss  work  for  a  time. 

That's  where  we  come  in.  We're  Unum, 
the  disability  insurance  leader.  And  with 
our  short  and  long  term  disability  policies 
you  can  receive  a  substantial  percentage  of 
your  income  even  if  illness  or  injury  keeps 
you  away  from  work.  We  call  it  income  pro- 
tection; a  way  for  people  to  continue  making 
things  like  house  payments  and  retirement 
savings  contributions.  But  beyond  merely 
providing  people  with  checks,  we  provide 
them  with  solutions  that  can  help  them  get 
back  to  work,  and  back  to  their  accustomed 
lifestyles,  as  quickly  as  possible.  So  they  can 
hang  on  to  something  more  important  than 
their  cars  and  their  homes  ~  their  self- esteem. 

To  find  out  more  about  the 
Unum  family  of  companies, 
call  your  insurance  broker. 

Unum 

Here's  to  a  long  life.  We  see  farther. 


Ini'm  Japan 

ITokvo,  Japan 


Commercial  Life  Insurance  Company 

PlSCATAWAY,  N'J  i  A  1. 1    STATES  EXI  irr  \Y 


First  Unum  Life  Insurance  Company  [New  York  State  Only| 
no  White  Plains  Rd.  Tarrytown,  NY  10591 
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Antonia  Bellanca  knew  nothing 
about  the  perfume  business— 
which  turned  out  to  be  an  advantage. 

Flower  girl 
makes  good 


By  Nancy  Rotenier 

Antonia  Bellanca  cut  so  many  high 
school  classes  in  Babylon,  N.Y.  that 
she  almost  failed  to  graduate  in  1972. 
Her  strict  and  worried  parents  packed 
her  off  to  art  schools  in  Boston  and 
Aix-en-Provence,  France,  but  Bel- 
lanca concluded  she  was  "not  intro- 
verted enough"  to  be  an  artist.  By  the 
time  she  was  23  she  had  married, 
divorced  and  was  living  with  her  fu- 
ture second  husband. 

In  1978  he  and  Bellanca  moved  to 
East  Hampton,  on  New  York's  Long 
Island,  where  people  from  Wall  Street 
and  the  entertainment  business  like  to 
summer.  After  three  years  of  scroung- 
ing around  for  work,  Bellanca  decid- 
ed to  open  a  flower  shop.  Why  flow- 
ers? Bellanca's  most  vivid  childhood 
memories  were  of  following  her 
grandmother  around  as  she  tended 
her  rambling  flower  gardens.  "I  was 
passionately  in  love  with  flowers,''' 
says  Bellanca. 

With  a  $2,000  loan  cosigned  by  her 
father  in  1981,  Bellanca  opened  An- 
tonia's  Flowers  on  East  Hampton's 
main  drag.  The  little  shop  did  reason- 
ably well,  but  business  depended  en- 
tirely on  the  seasons.  Come  the  fall, 
the  parties  stopped  and  the  flower 
business  wilted. 

An  idea  hit  her  while  she  was  shop- 
ping for  perfume  at  a  local  drugstore 
in  the  summer  of  1982.  Bellanca 
wanted  something  that  smelled  like 
her  flower  shop.  Nothing  came  close. 
"Nothing  turns  me  on  the  way  the 
smell  of  flowers  turns  me  on,"  says 
Bellanca.  "I  thought:  'Why  not  make 
a  fragrance  to  sell  in  the  shop  to  make 
it  a  year-round  business?'  " 

Fortunately,  Bellanca  didn't  know 
much  about  the  cutthroat  $3.5  billion 
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(wholesale)  perfume  industry — that 
the  failure  rate  of  new  fragrances  is 
90%  or  that  companies  like  L'Oreal 
and  Elizabeth  Arden  think  nothing 
of  spending  $10  million  to  launch  a 
new  scent. 

Blissfully  unaware  of  the  hurdles 
she  faced,  Bellanca  wangled  an  assign- 
ment to  provide  the  flowers  for  an 
Estee  Lauder  sales  conference  in 
Montauk,  N.Y.  She  asked  a  Lauder 
employee  who  made  the  company's 
perfume.  That's  how  she  found  Inter- 
national Flavors  &  Fragrances  Inc., 
the  $1.3  billion  New  York- based 
scent  concocter 

Bellanca  took  a  bouquet  of  freesia 
to  [FF's  "noses" — the  people  who 
create  fragrances  from  a  variety  of 
ingredients — and  asked  them  to  re- 
create its  aroma.  (IFF  doesn't  charge 
to  develop  prototype  scents.)  After 
spending  most  of  1983  sending  sam- 
ples back  and  forth,  iff  finally  came  up 
with  something  Bellanca  liked. 

Dousing  herself  with  the  scent,  Bel- 
lanca attended  a  book-signing  party 
for  a  friend  in  nearby  Sag  Harbor. 
After  several  people  asked  what  she 
was  wearing  and  where  they  could 
buy  it,  Bellanca  took  $5,000  from  the 
flower  shop's  bank  account  to  buy 
1,000  perfume  bottles  and  enough 
eau  de  toilette  with  her  new  freesia 
scent  to  fill  them.  She  priced  her 
Antonia's  Flowers  scent  at  $15  a  bot- 
tle and  sold  out  that  summer. 

"That's  when  I  got  ambitious," 
says  Bellanca.  Through  a  friend,  she 
got  an  appointment  with  Bergdorf 
Goodman's  fragrance  buyer.  The 
buyer  gave  Bellanca  a  $6,000  order 
but  demanded  that  she  contribute 
$5,000  to  help  pay  for  an  ad  in  the 


Antonia  Bellanca, 
founder  of  Antonia's 
Flowers,  with  her 
children,  Truman  and 
Tess;  a  bottle  of 
Bellanca's  bestselling 
fragrance 
"Nothing  turns 
me  on  the  way  the 
smell  of  flowers 
turns  me  on." 


New  York  Times  and  even  more  for  a 
launch  party.  She  also  paid  for  one  of 
those  annoying  models  who  wander 
the  department  store  floors  and  spray 
unsuspecting  patrons  with  the  flavor 
of  the  month. 

The  hype  really  didn't  seem  to  help. 
For  weeks  the  scent  failed  to  sell.  With 
no  money  left  for  more  model  time, 
Bellanca — who  wears  no  makeup  and 
usually  sports  her  husband's 
clothes — showed  up  at  chichi  Berg- 
dorf s  herself  in  the  fall  of  1985  to 
help  push  the  perfume's  sales.  Noth- 
ing, again. 
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Then  an  elderly  Bergdorfs  per- 
fume saleslady  took  Bellanca  aside 
and  showed  her  how  to  properly  dem- 
onstrate her  perfume:  spray  a  client's 
wrist  and  then  put  her  hand  over  it  for 
a  few  moments  until  Bellanca's 
harsher  "top  note" — the  first  smell  to 
hit  the  nose — wears  away. 

The  true  flowery  scent  of  Bellanca's 
fragrance  suddenly  became  more  ob- 
vious to  customers.  Bellanca  used  the 
new  method  on  customers  and 
showed  other  Bergdorf  salespeople 
how  to  do  it.  Sales  began  to  build, 
slowly  at  first.  Then  word-of- mouth 


from  the  East  Hampton  crowd  back 
in  New  York  for  the  winter  helped 
create  demand.  Sales  finally  kicked  in 
in  February  1986;  since  then  Anton- 
ia's  Flowers  has  consistently  been 
one  of  Bergdorfs  five  top-selling 
fragrances. 

With  that,  Barneys  decided  it  want- 
ed to  carry  Bellanca's  fragrance.  To- 
day Antonia's  Flowers  is  one  of  the 
top  three  scents  in  its  women's  store. 
"Her  fragrance  has  a  real  point  of 
view,"  says  Heidi  Manheimer,  Bar- 
neys' fragrance  buyer.  "There's  noth- 
ing out  there  that  smells  like  it." 


Bellanca,  40,  now  sells  40,000  bot- 
tles of  eau  de  toilette  annually — along 
with  soap,  perfume,  shower  gel  and 
lotion— to  250  wholesale  accounts, 
including  Neiman  Marcus,  Saks  Fifth 
Avenue  and  a  host  of  smaller  specialty 
stores. 

She  prices  her  basic  eau  de  toilette 
at  $40  for  a  1 .7-ounce  bottle,  making 
it  a  medium-priced  fragrance  relative 
to  competitors. 

Bellanca  shut  down  the  East 
Hampton  flower  shop  in  1989  to 
focus  solely  on  perfume,  and  has 
been  working  with  iff  noses  for  the 
last  two  years  to  develop  a  second 
fragrance. 

This  year  sales  of  her  wholly  owned 
Antonia's  Flowers  Inc.  are  expected 
to  be  $1.6  million,  with  a  30%  pretax 
profit.  Overhead  is  minimal,  iff 
makes  the  liquid  scent  and  ships  it  to 
Bellanca's  New  Jersey  bottler,  which 
in  turn  sends  the  product  to  a  nearby 
distributor.  Bellanca  works  out  of  a 
turn-of-the-century  shingled  house 
on  Montauk  Highway,  owned  by  her 
third  husband;  her  only  employees  are 
her  office  manager,  a  salesperson  and 
two  part-time  administrative  assis- 
tants. She  never  advertises  and  rarely 
does  product  giveaways. 

Bellanca's  new  fragrance,  called 
Floret,  is  due  in  stores  next  month. 
The  trendy  scents  this  season  are 
lighter,  softer  aromas  like  Calvin 
Klein's  ckone  and  Elizabeth  Arden's 
Sunflowers.  But  consistent  with  her 
nature,  Bellanca  is  going  her  own 
way.  "Juicy  and  sensual"  is  how  she 
describes  Floret.  ■■ 
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STARTING  YOUR  OWN  BUSINESS 


Entrepreneur  John  Lechman  now  has  a  big  success 

on  his  hands,  but  first  he  had  to  learn  some 

painful  lessons  about  not  trying  to  do  everything  himself. 

Know  your 
limitations 


By  Janet  Novack 


John  Lechman,  then  35,  took  the 
big  plunge  in  1987.  He  was  newly 
married  and  soon  to  be  a  father  and 
out  of  work,  having  just  left  a  Denver 
kitchen  cabinet  company  he  cofound- 
ed.  At  a  Chicago  office  furniture  trade 
show  he  heard  about  an  intriguing 
idea — a  computer  desk  with  a  glass 
top  and  hardware  designed  to  hold 
both  a  video  display  terminal  and  a 
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computer  underneath.  The  user 
looked  through  the  glass  top  at  the 
video  terminal  below,  leaving  the  sur- 
face free  for  papers  and  whatnot. 

A  Denver  company  called  Engi- 
neered Data  Products  Inc.  manufac- 
tured the  desk  under  license  from  the 
man  who  invented  it,  Edward  Schair- 
baum.  edp's  desk  had  a  metal  body. 
Lechman  was  sure  the  contraption 


John  Lechman 

He  promotes  his  desk  as  re- 
lief for  eye  and  neck  strain. 


would  sell  better  in  a  wood 
model,  with  matching  of- 
fice furniture.  On  a  hand- 
shake deal,  he  got  permis- 
sion to  produce  and  market 
the  desk  in  wood. 

Thus  began  what  Lech- 
man now  calls  "the  most 
exciting  nightmare  I've 
ever  been  a  part  of."  Excit- 
ing because  the  product 
caught  on.  A  nightmare  be- 
cause, like  many  entrepre- 
neurs, Lechman  was  woe- 
fully undercapitalized. 

For  startup  money  Lech- 
man got  a  $100,000  line  of 
bank  credit  guaranteed  by 
his  father-in-law,  a  success- 
ful office  furniture  manu- 
facturer's rep  in  Philadel- 
phia.     Lechman     bought 
wood  components  from  an 
Illinois  company  and  had 
the    desks    assembled    by 
friends  in  Denver.  His  fa- 
ther-in-law sold  the  desks 
and   introduced   Lechman 
to    other    furniture    sales 
reps,  who  sold  them,  too.  By  1990 
they  were  moving  out  the  door  at  a 
$600,000  annual  clip.  But  Lechman 
quickly    burned    through    his    bank 
credit,  $60,000  in  personal  savings 
and  $55,000  in  credit  card  debits. 
"My  father-in-law  is  a  great  guy,  but  it 
was  tough  [on  the  relationship],"  says 
Lechman. 

Looking  for  capital,  in  1990  Lech- 
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The  tallest  recycling  story  ever  told. 

Suffice  it  to  say,  anything  that's  2,232  steps  to  the  top  (in  lieu  of  taking  one  of  104  elevators) 
is  not  your  average  office  building. 

Everything  about  Sears  Tower  is  mind  boggling.  Like  enough  plumbing  (25,000  miles)  to  go 
around  the  world.  And  enough  telephone  cable  to  encircle  it  1  %  times. 

It's  sort  of  the  Mount  Everest  of  recycling  challenges.  So  hopefully  you'll  have  some  idea  of 
what  it  took  to  conceive  a  recycling  program  that  now  covers  some  10,000  people  working  for  sixty 
different  tenants  on  over  100  floors. 

You  certainly  won't  have  to  use  your  imagination  to  appreciate  the  results.  This  year  alone  1,200 
tons  of  paper  will  be  collected  for  recycling.  An  amount  that,  if  baled  and  stacked,  would  be  three 
times  higher  than  the  world's  tallest  building  itself. 

It  could  be  just  as  surprising  to  find  out  what  recycling  could  do  for  your  business.  Please  call 
us  at  1-800-977-6272.  You'll  find  we  don't  mind  challenges. 

What  business  do  we  have  saying  we  help  the  environment?  That  is  our  business. 
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Waste  Management 

A  WMX  Technologies  Company 


C  1995  WMX  Ttchnologio.  fa 


IT'S  NO^ 


Paper  jams  always  seem  to  happen  at  the        you  to  learn  that  most  paper  jams  are  cajHaiTj 


worst  possible  time.  And  it's  always  the  poor        by,  well,  paper.  When  it's  too  light  or  too 
copier  that  gets  blamed.  So  it  might  surprise         to  run  through  the  copier  smoothly. 

INTERNATIONAL (£)  PAPER 
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cj  lammermill  copy  paper,  on  the  other  hand,         And  gives  you  the  crisp,  sharp  copies  you  chose 

the  stiffness  and  weight  to  glide  HWB2  your  copier  for.   Now  if  there's  a  jam, 

y  through  even  the  fastest  copiers.  mmtmmmli       chances  are  it  really  is  the  copier's  fault. 


For  free  samples  and  information  on  where  to  buy  Hammermill  paper,  call  1-800-242-2148. 


STARTING  YOUR  OWN  BUSINESS 


Overnite 

Transportation  Co. 
in  Richmond,  Va. 
Nova's  desks 
are  showing  up 
in  corporate 
training 
classrooms, 
such  as  this  one. 


man  sold  control  for  $300,000  (and 
an  agreement  to  guarantee  a  $1.1 
million  bank  line)  to  the  owners  of  the 
wood  products  maker  near  Ef- 
fingham, 111.  that  had  been  supplying 
his  company,  now  called  Nova  Solu- 
tions,  Inc.,  with  parts  for  its  desks. 
Lechman  repaid  his  father-in-law  and 
moved  his  family  and  factory  to  the 
town  of  Effingham. 

Along  with  the  new  capital,  Lech- 
man got  a  contract  from  Engineered 
Data  Products,  which  he  believed 
gave  him  the  right  to  make  and  subli- 
cense others  to  make  the  desks.  Lech- 
man figured  if  the  desk  caught  on  he 
could  quickly  capitalize  on  demand 
by  sublicensing  to  bigger  furniture 
makers  as  well  as  building  his  own  line 
of  desks. 

It  was  a  sensible  strategy,  but  be- 
fore Lechman  could  implement  it,  he 
encountered  a  struggling  business- 
man's worst  enemy:  lawyers.  EDP 
sued,  challenging  Lechman's  inter- 
pretation of  the  contract.  The  subli- 
censes were  put  on  hold. 

"I  wasted  a  lot  of  time  on  deposi- 
tions, "  says  Lechman.  "We  had  three 
law  firms  working  for  us.  I  thought 
I'd  go  crazy. "  When  the  suit  was 
finally  settled  last  fall,  Nova  won  sub- 
licensing control  of  the  key  patents 


underlying  the  desk,  with  KDP  settling 
for  royalties.  The  original  patent 
holder,  Edward  Schairbaum,  is  now  a 
consultant  to  Nova  and  also  receives  a 
royalty  on  even'  desk  sold  by  Nova 
and  its  sublicensees. 

With  the  lawsuit  behind  him,  Lech- 
man has  licensed  the  patents  on  a 
nonexclusive  basis  to  nine  furniture 
makers,  including  Jasper,  Ind.- based 
Kimball  International  Inc.,  an  $896 
million  (fiscal  1995  sales)  office  furni- 
ture manufacturer.  Licensees  pay 
Nova  around  $1 50  for  each  desk  they 
make.  For  the  price,  Nova  supplies  the 
glass  desktop  etched  with  the  Nova 
name  and  the  hardware  that  supports 
the  monitor  and  keyboard.  At  its 
plant,  Nova  also  continues  to  manu- 
facture its  own  line  of  desks.  Lechman 
hopes  to  sign  sublicensing  agree- 
ments soon  with  other  big  furniture 
manufacturers. 

In  June  Lechman  regained  control 
of  Nova  when  a  group  of  mostly 
Illinois  businessmen  put  up  $2.3  mil- 
lion to  help  him  buy  out  his  old 
investors.  Under  the  recapitalization, 
Lechman,  43,  now  owns  55%  of  his 
company. 

Last  year  Nova  netted  $270,000 
aftertax  on  $6.2  million  in  sales.  This 
year  it  will   probably  earn   at   least 


$500,000  on  sales  of  $8.5  million. 
Nova's  desk  is  proving  popular  with 
schools  and  corporate  training  pro- 
grams: With  the  computer  screen  un- 
der the  desktop,  the  students  and 
trainees  can  see  the  teacher  and  have 
plenty  of  room  on  the  work  surface 
for  papers. 

Lechman  has  also  been  promoting 
Nova's  desk  as  relief  for  computer 
users  who  suffer  from  eye  and  neck 
strain.  He  may  be  onto  something. 
Karl  Kroemer,  chairman  of  an  Ameri- 
can National  Standards  Institute  sub- 
committee writing  new  standards  for 
computer  furniture,  calculates  that 
only  about  5%  of  people,  sitting  up- 
right, prefer  looking  at  a  monitor  at  or 
above  eye  level.  "For  close  targets  the 
natural  and  least  fatiguing  way  is  to 
cast  your  line  of  sight  downwards," 
says  Kroemer. 

Lechman  has  clearly  learned  from 
the  nightmare  aspects  of  his  business 
experience.  He  is  interviewing  to  hire 
a  chief  operating  officer.  "I'm  an 
entrepreneur  first;  I'm  not  the  best 
day-to-day  business  person,"  he  says. 
"So  I'm  surrounding  myself  with  a 
board  and  people  who  have  the  expe- 
rience to  build  this  company."  And 
he's  still  on  speaking  terms  with  his 
father-in-law.  M 
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The  Air  Travel  Card  is  the  most  effective  payment  system  for  keeping  your  employees'  travel  costs 
under  control.  Since  you'll  get  one  concise  centralized  billing  statement  with  comprehensive  data, 
you'll  save  money  and  time  during  reconciliation.  And  you'll  get  no-cost  automatic  travel  insurance. 
All  that,  with  no  annual  fees  or  per  card  charges.  For  more  information,  call  1-800-222-4688 
or  call  your  travel  agent. 


4-    Lufthansa    -f     Kuwait    Airways^     K  LM    Royal.  Dutch 


Another  world's  fastest  cWp  JBLSfSSirBtf  S 

H-P  claims  its  PA-8000  will  outperform  others  SSjjaSE£=S 
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It's  a  title  that  seems  to  shift  on  a  monthly  basis,      instruction-s^  computing.  H-P's  workstation? 
but  Hewlett-Packard  Co.  announced  a  chip 
design  Monday  that  it  says  deserves  the  title  of 
the  world's  fastest  microprocessor. 

TV  -°\-8000  chip  will  be  rw  of  H-P's  lin<" 
u~~..6  u/  year's  iuV      *?'ir-ef-„ 

Shortages  hit  486  suppliers 

A  worldwide  shortage  of  486  chips  is  starting  to  make  life 
difficult  for  system  vendors  as  Intel  shifts  semiconductor 
production  in  favor  of  Pentium  cl"'; 

AdvuvrH  Micro  Devir *-  -<eet  demand  f< 


week,  it  is  paving  the  way  for  deliv- 
ery of  a  completely  redesigned, 
PowerPC-based  r»r  '  I 11  •  - '  «r 
late- 
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64-bit  architecture  await  AS/400 
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64-bit  chip,  keeps 

mum  on  Intel  project 


IBM  has  spent  the  past  few  years  try- 

¥  lrn»    to    answer    questions    about    the 
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Determined  not  to  lose  mind  share  in  the  processor  game,  Hewlett-Packard  Co. 
last  week  provided  a  glimpse  of  its  64-bit  PA-RISC  8000  architecture,  which 
is  still  a  year  from  delivery. 

At  the  same  time,  officials  at  HP  and  Intel  Corp.  all  but  denied  a  wire  service 
news  report  that  said  the  results  of  the  two  companies'  collaborative  micro- 
processor development  would  re?"'  "      "'    in  1997  as  In* 
That  report  was  based  on  cr* 
Barrett  who  i 
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eagerly  awaiting  the  coming  makeover! 
**»-»    iw rd 

a  IBM  reiterates  PowerPC  j 

p!  IBM  is  expected  to  ship  its  long-awaited 

b  systems  in  June,  but  with  a  beta  version  of  ' 

tl  Lee  Reiswig,  general  manager  of  the  Pen  I 

e>  Products  division,  said  at  an  analyst  confe:J 

b-  Fla.,  last  »"•*'  ""    r 


HP  set  to  launch  PA-800 

systems  not  expected  until 


IBM,  Motorola 

show  off  PowerPC 


620  prototype; 
volume  shipment 
expected  in  '95 

IBM  and  Motorola  are  announcing  the 
PowerPC  620  this  week,  the  most 
advanced  implementation  of  the  PowerPC 
architecture  to  date. 

As  part  of  the  announcement,  the 
two  companies  introduced  the  first  620 
prototype,  with  sample  shipments  to 
follow  in  the  second  quarter  of  1995. 

Volume  productk>"  -'      ' '  •»*■ "-  *he 
second  half  -' 


IBM,  Motorola  To 

Announce 
64-bit  PowerPC 

Sun  announces 
untested  64-bit  chip 


H<w<itt-r  :kard  Co.  plans  to  announce  its  next 
■ecision  Architecture  microproces- 
',  on  March  6. 

it  expected  to  achieve  a  rating 
J  SPECint92  and  greater  than  550 
■hoae  performance  numbers  are 
lge  as  the  processor  nears  produc- 
aQfar  with  the  product  said. 
:lc  speed  greater  than  200 


Sun  Microsystems  lnc!s  Spa 
Business  and  MIPS  Technology 
announced  the  architecture  of  th 
processors  a  year  before  they  w 
products. 

"It's  sort  of  a  liar's  race,"  sai 
editor  of  Inside  the  New  Compv 
"The  stakes  keep  going  up." 

The  RISC  chip  makers  are  (r 
have  processors  advanced  enouj 
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processor  diat  has  a  SPECint  rating  of  1 35  and 
next  month  will  introduce  the  PA-7200, 


which  is  expected  to  have  a  SPECint92  rating 
of  about  150. 

c.~  tHov..!^--,)  (he  performance  gap  but 


\ 


■Ui 


PowerPC  Much  hype,  li 


Intel  Corp.  acknowledged        per  second  (see  "Pentium  now. 
last  week  that  the  P7  will  be         VLIW  later."  Jan.  30,  pagel). 
the  first  chip  to  come  out  of  The  basic  concept  of  ihe 

<hr  alliance  ••  formed  with  VLIW  is  to  have  the  comrv 

PC  Week  via  First!:  Hannover,  Germany  -  II 
'nc.,  and  Motorola  Inc.  showed  little  restraint  in 
'  -BIT  here  last  week,  but  in  private,  officials 
eir  standard  isn't  ready  for  prime  tin 
Mange  of  PowerPC  processors  in  tb 
on  price/performance,  lagging  syste 
it  continues  to  keep  the  PowerPC  fro 

There  are  scant  details  of  how  Hewlett-Packard  Co.  ***  and  winning  convem  in  **  pc 

,uing  to  take  two  to  three  years  for  us  to 


INTEL-HEWLETT-PACKARD  ALLIANCE 
SEEN  RALLYING  A  64-BIT  MICROPROCESSOR 
STANDARDS  EFFORT 


traffic,  wioiin 

massive  64KB  Level  cache,  most  previous 
u,„p  (jgd  32KB  or 


plans  to  introd'-' 


♦echnology  developed  under  its 


lil  Hester,  general  manager  of  IBM's  Syst  j 
Division,  in  Austin.  Texas.  "I  don't  have  illusion 
overnight  disc" 


In  fact,  it's  downright heartwarming.  Digital  of  course,  beat  both  of  them  to  64-bit 


computing  long  ago.  And  while  neither  one  has  a  64-bit 


I 


•mm 


Digital's  lucky  chip 

...sales  of  systems  based  on  the  Alpha 
chip  have  taken  off,  jumping  66%  in 
the  past  year,  and  now  exceed  VAX 
sales.  The  chip  excels  at  handling 
thousands  of  concurrent  users-which 
is  why  regional  phone  companies 
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machine  to  sell  you,  we're  now  on  our  second  generation  of 
64-bit  Alpha-based  ivorkstations  and 
ervers.  Machines  that  offer 
price/performance  leadership     V 

at  every  level.  For  example,  our  new  AlphaStation"250 

system  is  half  the  price  of  the  comparably  performing  HP 

workstation!  While  our  neiv  AlphaServer'  8200  and  8400  systems  are  the  first  and 

only  servers  capable  of  running  the  newest  64-bit  database  products 

letting  your  application  directly  address  up  to  14GB  of 

data  in  main  men  wry,  and  giving  you  performance  gains  of  up  to  one  hundred  times  over  32-bit 

enterprise  systems.  Alpha-based  systems  run  thousands  of  applications — including  the  ones  you  need 

P^.    ,      *  qi  .        w       i  rvr\  fkfifk.i  most.  And,  thanks  to  the  enormous  capacity  and 

/Aiplltt  &ySt€iTl  '       scalability  of  64-bit  architecture,  they'll  work  with 

Digital  Equipment  Corp.  reports  it  shipped  its 
100,000th  64-bit  Alpha  system.  The  milestone  is  sig-         your  present  equipment,  andgroiv  almost  limitlessly 
nificant,  in  our  opinion,  in  that  competitors  IBM, 
Sun,  and  Hewlett-Packard  have  yet  to  ship  their  first 
64_bit  product  J^^*^'*m'*m***mmmmWmw*         as  your  business  grows.  Sure,  it's  possible  that  HP 
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or  IBM  really  ivill  have  64-bit  machines,  eventually.  But  even  when  they  start  offering  real-world 
64-bit  products,  it'll  still  be  years  before  they'll  have  been  as  thoroughly  tested  and  evolved  as  ours  are 
right  now.  So  why  wait?  Whatever  your  business,  whatever  your  budget,  you  can  do  what  thousands 
of  companies  all  over  the  world  have  done — and  what  IBM  and  HP  have  been  unable 


■i 


to  do — have  a  64-bit  computer  you  can  call  your  own.  For  more  information,  contact  your  Digital 
business  partner.  Or  call  1-800-DIGITAL.  Or  reach  us  via  our  Internet  address:  moreinfo@digital.com. 
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Even  as  their  old  business  was  thriving,  Edward  Kaplan 
and  Gary  Cless  knew  they  needed  a  new  business  fast. 

Riding  the  waves 


By  Toddi  Gutner  Block 

SOMF.  PEOPLE  perish  beneath  a  dy- 
namic economy's  waves  of  creative 
destruction.  Edward  Kaplan  and  Ger- 
hard (Gary)  Cless  didn't  perish.  They 
surfed  the  waxes,  moving  just  in  time 
from  one  technology  to  the  next. 

Electromechanical  engineers  by 
training,  Kaplan,  52,  and  Cless,  55, 
met  in  1966  while  working  at  a  busi- 
ness that  was  about  to  be  washed 
away:  Teletype,  the  subsidiary  of 
AT&T's  Western  Electric  Co.  Kaplan 
had  just  graduated  from  the  Illinois 


Institute  of  Technology;  Cless  had 
earned  his  degree  from  the  Institute 
of  Technology  outside  Stuttgart. 

Thev  were  designing  teleprinters,  a 
hot  product  in  those  days  before  fax 
machines  appeared.  But  they  felt  con- 
fined working  for  a  big,  lumbering 
corporation.  Around  Kaplan's  dining 
room  table  in  Chicago,  in  1969  they 
developed  a  product  to  help  mer- 
chants gather  data  on  buying  patterns. 
When  an  item  was  sold,  the  clerk 
punched  its  stock  number,  quantity 


and  price  into  the  cash  register,  record 
ing  the  data  as  holes  punched  into 
roll  of  paper.  Later,  the  roll  was  fee 
into  a  big  computer,  which  convertec 
the  holes  to  printed  information.  It' 
hard  to  imagine,  but  this  was  state-ot 
the-art  technology  back  then. 

Kaplan  and  Cless  quickly  roundec   :: 
up  two  large  orders  for  that  gizmo  anc  < 
one  other.  But  no  sooner  did  the)  !C;^; 
quit  their  Teletype  jobs  than  one  erst-  ( 
while  customer  sued  them  and  the  * 
other  canceled  its  order.  Back  to  the  & 
drawing  boards.  "We  knocked  on  al  *ni 
lot  of  doors  and  learned  that  the.  *?* 
world  doesn't  revolve  around  engi-  i 
neering,"  says  Kaplan.  Adds  Cless — 
who  after  25  years  in  business  with  ^ 
Kaplan  can  (and  often  does)  finish  his<  s  ™  l 
partner's  sentences,  and  vice  versa- 
"You  have  to  market  and  sell,  too." 
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In  1970  Kaplan  and  Cless  came  up1  mi 
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Zebra  Technoli  lies'  cofounders,  Edwaiv  Kaplan  and  Gerhard  (Gary)  Cless 
Surfing  the  wax  ?s  of  creative  destruction. 


with  a  new  product — a  paper  tape 
punch  machine  that  punched  out  de- 
signs to  program  machine  tools.  The 
product  greatly  increased  productivi- 
ty for  machine  tool  operators;  by 
1982  Kaplan  and  Cless  were  the  mar- 
ket leaders  in  the  paper  tape  punching  rcsince 
machines  industry. 

But  Kaplan  and  Cless  had  watched 
rapid  progress  in  computers  and  com- 
munications technology  whittle  away 
their  old  employer;  they  could  already 
see  how  computers  would  soon  be 
used  to  program  machine  tools.  Even 
as  sales  of  their  paper  punch  was 
hitting  new  records,  they  decided 
they'd  better  move  on. 

Next  wave:  the  newly  emerging 
business  of  bar-coding.  Those  tags 
with  the  black-and-white  stripes  were 
being  used  as  pricing  and  inventory 
control  tools  for  retailers.  Kaplan  and 
("less  figured  that  industrial  custom- 
ers, too,  could  use  bar-coding  to  track 
inventory  and  record  buying  habits. 
But  dot  matrix  printers  didn't  have 
the  quality  or  speed  to  service  indus- 
trial companies,  so  the  engineers 
hunted  for  a  more  rugged  and  reliable 
process  for  printing  the  bar  code  tags. 

They  found  the  process  they  were 
looking  for  in  thermal  transfer — where 
heat  is  used  to  make  ink  bond  chemi- 
cally to  labels.  Using  thermal  transfer, 
bar  codes  can  be  printed  on  plastic,  foil 
or  other  smooth  surfaces  and  can  with- 
stand extreme  temperatures  (up  to 
400  degrees  Fahrenheit),  water  and 
chemicals  used  in  manufacturing. 
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rccoi   Kaplan   and   Cless   started   Zebra 
.•chnologies  Corp.  to  make  industri- 
bar  code  label  printers,  and  sold 
eir  first  printers  in  1982.  The  busi- 
es quickly  took  off".  Today  bar  codes 
:.(  oduced  by  Zebra  software  on  Zebra 
inters  are  everywhere.   U.S.  Steel 
i  ips  Zebra's  bar  code  labels  on  newly 
■  ade  steel  coils  and  then  scans  them 
W  m  i  track  production  and  improve  in- 
-v  rntory   control.    Nurses    at    South 
J  d  entral  Medical   Center  in  Laurel, 
t|  liss.  scan  patients'  Zebra  bar  coded 
.  ■   ristbands  to  access  medical  records; 
at  tn  nong  other  things,  this  reduces  the 
:  end  ispensing    of  wrong    medications, 
b]    Yet  another  possible  new  use:  dif- 
i  :rent  printing  applications  that  don't 
i  se  bar  codes.   California's  Marine 
/orld,  for  example,  is  experimenting 
ith  Zebra's  printers  and  labels  to 
tint  admission  tickets  to  the  park. 
Last  year  Zebra,  which  is  based  in 
c-  'ernon  Hills,  111.,  earned  $21  million 
$1.75  a  share)  on  sales  of  $107  mil- 
on  and  has  made  Kaplan  and  Cless 
Cry  wealthy  men.   They  took  the 
ompany  public  in  1991;  the  stock 
las  since  appreciated  fourfold  and  was 
ecently  trading  around  59  a  share, 


Zebra's  plant  in  Vernon  Hills,  III. 

Turning  out  industrial  bar  code  printers. 


giving  Zebra  a  market  cap  of  $710 
million.  The  founders  still  own  36%, 
worth  $256  million,  and  together 
they  control  82.5%  of  the  votes. 

Kaplan  and  Cless  aren't  slowing 
down.  Zebra's  operating  margins — at 
29%,  the  highest  in  the  industry — and 
rapid  growth  have  attracted  competi- 
tors, among  them  privately  owned 
Datamax  Corp.  and  Tokyo  Electronic 
Co.,  and  publicly  owned  Eltron  Inter- 
national and  Western  Atlas'  Intermec. 


Zebra  has  maintained  its  margins  by 
selling  high-end  printers  to  big  cus- 
tomers like  U.S.  Steel  and  Motorola, 
while  its  competitors  sell  mostly 
cheaper  models,  according  to  William 
Blair  &  Co.  analyst  Nick  Padgett.  But 
as  refugees  from  a  big  company  who 
understand  the  dynamism  of  small 
companies,  Kaplan  and  Cless  know 
they  must  develop  more  business  with 
up-and-coming  firms,  even  if  it  means 
butting  heads  with  competitors  and 
learning  to  live  with  lower  margins. 

They've  already  introduced  a 
cheaper  line  of  bar  code  printers  for 
midsize  companies.  Recently  they  ac- 
quired Sandy,  Utah-based  Vertical 
Technologies  for  stock  and  cash 
worth  $8  million.  Vertical,  which  de- 
velops inexpensive  bar-coding  and 
scanning  software  for  PCs,  gets  Zebra 
into  the  small  company  market. 

Can  Kaplan  and  Cless  keep  riding 
those  waves  of  technological  change 
that  have  destroyed  teleprinting  ma- 
chines and  the  paper-punch  business, 
and  are  now  transforming  the  bar 
code  business?  Considering  their  rec- 
ord, it  would  be  unwise  to  bet 
against  them.  WM 


Clarity.  Above  All. 


When  you're  the  clear  leaden,  you're  expected  to  go  beyond. 
That's  why  VTECH's  digital,  9ao  mhz  cordless  phones 
deliver  maximum  RANEE,  unparalleled  SECURITY,  and 
above  all,  clarity.  Call  us  today  for  more  information 
and  the  VTECH  dealer  nearest  you.  You'll  like  rry;  ■  . ,,? 
what  you  hear.  1-800-624-5688.  \%Ji£SiA 
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Face  it,   your  success  is  no  accident. 


You   didn't   get   to   this   point   by   being 


just  like  everyone  else.   Doing   just  like 


everyone    else.     Or    making    tbe    same 


cboices    as    everyone    else.    Maybe    you 


ought  to  consider  The  Quiet  Company, 


m 


at  f i 


ven  at  tour 


you  had  a  good 

head  ior  business. 


Northwestern  Mutual  Lire.  You'll  rind 
yourselr  dealing  with  a  proressional  who 
knows  the  value  or  hard  work  and  the  need 
to  protect  its  rewards.  An  agent  who's  part 
or  the  sales  rorce  ranked  best  in  the  country. 
You'll  rind  a  company  named  "the  most 
rinancially  sound  lire  insurance  company" 
in  Fortune®  magazine's  annual  survey.  When 
you  think  about  where  you  and  your  ramily 
are  headed,  choosing  Northwestern  Mutual 
Lire  makes  a  lot  or  good  sense. 

Northwestern 
Mutual  Life* 

The  Quiet  Company* 


Sign  of  our  nosy  times:  For  65  years  the  Fellowes 
family  made  products  to  protect  documents.  Now  it's 
prospering  by  selling  products  to  destroy  documents. 

Better  shred 
than  read 


By  David  S.  Fondiller 


James  (seated)  and  Peter  Feliowes, 

president  and  vice  president  of  Ft  lowes  Manufacturing 

They've  expanded  from  cardboard  boxes 

to  paper  shredders,  fueling  14%  annual  growth. 
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As  visitors  tour  the  modern  heac 
quarters  of  Fellowes  Manufactui 
ing,  they  pass  the  Historical  Office  [V6  (• 
a  small  museum  room  filled  wit 
antique  office  equipment  and  thj 
vintage    bankers   boxes   that   \ver| 
once      the      company's      flagshi| 
product. 

Those  boxes  sold  well  in  the  day 
when  people  wanted  to  keep  theil 
documents  safe  from  prying  eves! 
Today  few  documents  are  safe  fron| 
courts,  litigious  lawyers  and  tax  col 
lectors.  That  trend,  however  lamen- 
table,      has       given       78-year-olc| 
Fellowes  Manufacturing  a   brand- 
new  lease  on  life. 

With  48 -year-old  James  Fellowes  asl 
|  president,     the     Itasca,     111. -based] 
|  company  has  been  expanding  reve- 
nues at  the  rate  of  14%  annually  overl 
the  past  13  years,  reaching  about] 
$220  million  last  year.  With  operat- 
ing margins  estimated  around  10%  ofl 
revenues,  the  company  probably  net- 1 
ted  in  the  neighborhood  of  $9  million  [ 
last  year.  The  company's  net  worth  is 
an  estimated  $200  million. 

Quite  a  transformation  from  the] 
sleepy  outfit  James  Fellowes  found: 
when  he  went  to  work  in  the  family 
business  in  1969.  Fellowes'  grand- 
father, Harry  Fellowes,  founded  the 
company  as  the  Bankers  Box  Co. 
back  in  1917,  assembling  sturdy 
file-like  boxes  on  his  kitchen  table  at 
night  and  peddling  them  during  the 
day.  When  James  came  to  work, 
sales  were  $4  million — a  comfort- 
able living  but  not  much  more.  By 
1980  sales  were  still  only  $31  million. 

Then  James  Fellowes  had  a  brain- 
storm. He  saw  that  personal  com- 
puters were  spitting  out  mountains 
of  paper,  some  of  which  posed  secu- 
rity and  legal  risks.  Suddenly,  de- 
stroying documents  had  become  as 
important  as  safeguarding  them.  In 
1982  he  began  selling  big,  expensive 
office  shredders  built  by  other  com- 
panies and  slapping  the  Fellowes 
name  on  them,  but  others  had  the 
same  idea,  and  by  the  late  1980s 
increased  competition  had  whittled 
margins  to  almost  nothing.  There 
was  only  so  much  market  for 
$l,500-to-$4,000  shredders. 

Fellowes  now  followed  his  origi- 
nal idea  to  a  logical  conclusion: 
What  big  business  needed,  small 
business  probably  needed,  too.  He 
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Ive  kad  to  fly,  sit  in  taxis,  attend  meetings  and 
snacks  for  24  kours  straigfkt.  Now  wkat? 


Lveon 


Now,  you  decompress  at  a  Four  Seasons  Hotel,  wkere  trie  demands  of  kusiness  feel  less  demanding.  A  suit  pressed  in  an  kour? 
k  plane  ticket  in  minutes?  A  presentation  witk  computer  grapkics?  We're  at  your  service  24  kours  a  day.  Our  menus         M* 
jffer  selections  from  low-fat  linguine  witk  tomato  and  kasil,  to  rack  of  lamk,  to  komemade  ckicken  soup.  And  our  ^ 

lealth  cluks  and  pools  are  equally  irresistikle  after  endless  kours  of  travel.  In  this  value-conscious  era,  tke      FOUR  SEASONS  HOTELS 

1  1  1  11   1    QC\Pi    QQO   O.AAO 

lemands  of  business  demand  notking  less.  For  reservations,  pnone  your  travel  counselor  or  call  l-SUU-J^-^44^. 

Four  Seasons  •  Regent.  Defining  lb  art  of  service  at  40  hoieL  in  19  countries. 


Foub  Seasons  •  Recent 
hotels  and  besorts 


Fellowes  Manufacturing 


would  build  small  shredders  for  the 
mass  market.  He  launched  his  porta- 
ble PS  30  in  1990  at  $149.  A  few 
desk-side  shredders  existed,  but 
they  were  big  and  retailed  for  nearly 
three  times  as  much,  while  the 
cheaper  Fellowes  PS  30s  fit  snugly 
on  top  of  most  wastepaper  baskets. 
Fellowes  called  them  "■personal'1 
shredders. 

Instead  of  selling  them  through 
office  machine  dealers  or  wholesal- 
ers like  Arrowhead,  Fellowes  got  his 
product  into  the  office  superstores, 
which  were  beginning  to  dot  the 
landscape.  Staples,  OfficeMax  and 
Office  Depot  signed  on.  So  did  mass 
retailers  like  Wal-Mart  and  mail- 
order catalogs  like  Quill. 

Bull's-eye!  Shredder  sales  jumped 
400%,  from  $8  million  in  fiscal  1990 
to  $40  million  in  fiscal  1995  (ended 
Mar.  31).  In  the  past  year  they 
surged  60%.  Fellowes  has  grabbed 
more  than  50%  of  this  $75  million 
(retail)  market  segment. 

While  shredders  accounted  for 
only  18%  of  sales  last  year,  they  are 
the  fastest-growing  part  of  the  busi- 
ness. The  company's  original  rec- 
ord-storage business  still  accounts 
for  45%  of  sales,  though  that  per- 
centage is  shrinking.  Fellowes  Man- 
ufacturing has  also  branched  into 
computer  accessories  such  as  mouse 
and  wrist  pads,  now  37%  of  sales. 

But  it's  the  shredder  business  that 
is  putting  Fellowes  on  the  world 
map.  Getting  there,  of  course,  is, 
alas,  no  assurance  that  you  will  stay  on 
top.  Since  1990  competition  from 
East  Asia  has  forced  Fellowes  to  cut 
prices,  but  in  common  with  many 
American  manufacturers,  Fellowes 
has  fought  back  by  lowering  costs  and 
improving  manufacturing  efficiency. 
The  company  formerly  paid  1 8  work- 
ers to  stack  cutter  disks,  the  teeth  of 
the  machines,  by  hand.  Now  it  pays 
just  one  worker  to  run  a  company- 
built  machine  that  stacks  them 
automatically.  The  original  $149 
PS  30  model'  now  sells  for  $90. 

James  runs  the  company  in  tandem 
with  his  50-year-old  brother,  Peter, 
formerly  academic  dean  at  North 
Park  College  in  Chicago  Go  public? 
Who  wants  a  lot  of  security  analysts 
and  mutual  fund  managers  pawing 
through  your  documents  and  de- 
manding personal  information?      BH 


Sylvan  Goldman  knew  his  two  sons  and  Uncle  Sam 
weren't  to  be  trusted  with  a  lot  of  money. 
But  his  efforts  to  protect  his  fortune 
after  his  death  only  ended  in  tragedy. 

When  wealth's 
a  curse 


By  Toddi  Gutner  Block 

At  dusk  on  Jan.  9,  1995,  Monte 
Goldman  gazed  out  at  the  snow- 
capped mountains  from  his  Aspen 
home  for  a  last  look.  Late  that  night 
he  put  his  mouth  around  the  muzzle 
of  a  .357  Magnum  and  squeezed  the 
trigger,  and  life  ended  for  the  59- 
year-old  former  Forbes  Four  Hun- 
dred centimillionaire. 

Thus  ended  a  chapter  in  a  classic 
tale  of  how  inherited  wealth  can  be  a 
curse  as  well  as  a  blessing. 

Monte  Goldman  and  his  brother, 
Alfred,  57,  are  two  of  the  last  people 
who  should  have'  had  to  worry  about 
money.  Their  father,  Sylvan  Gold- 
man, invented  the  shopping  cart  and 
used   his   money  to  amass  a  $400 


million  fortune  in  real  estate,  banking 
and  stocks.  When  he  died  in  1984  he 
left  his  estate  in  a  myriad  of  trusts  of  | 
which  his  sons,  Monte  and  Alfred, 
and  their  children  were  beneficiaries. 
Now  Monte  is  dead  and  Alfred  is  in 
court  trying  to  win  control  of  the 
dwindled  remains  of  his  father's  es- 
tate. What  had  been  $400  million  is 
now  less  than  $100  million. 

Sylvan  Goldman  knit  a  complex 
web  of  trusts  to  protect  his  estate  from 
Uncle  Sam  and  to  keep  his  sons  from 
squandering  the  family  fortune.  So  he 
tried  to  tie  up  his  assets  in  a  way  that 
they  could  live  lavishly  without  invad- 
ing most  of  the  capital.  Much  of  his 
money  was  invested  in  raw  land  and 


Monte  Goldman 
and  his  second 
wife,  Carole 
He  wanted 
nothing  to  do 
with  the  family 
business— 
except  receive 
money  from  it. 
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At  Ameritech,  we  think  that 
using  communication  technology 
should  he  elementary.  That's  why  we  have  a  Human 
Factors    department.    In    fact,    they    test    our 


IF   COMMUNICATION 

TECHNOLOGY  ISN'T  THIS 

EASY  TO   USE, 


WHAT'S  THE   POINT? 


products  and  services  with  real 
people  at  our  testing  towns  with 
one  purpose  in  mind.  Ensuring  that  technology 
makes    your    life    easier,    not    more    difficult. 


eritech 


Your  Link  to  Better 
Communication 


Visit  our  site  on  the  Internet 
www.ameritech.com 
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$450,000,000 
Reducing  Revolving  Credit  Facility 

for 

LCI  International,  Inc. 

The  undersigned  co-structured, 

arranged,  syndicated 

and  acted  as  managing  agent 

for  this  transaction. 

First  Union  National  Bank 
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Wealth's  curse 


Alfred  Goldman 
Resentful  of  his 
brother,  Alfred 
manipulated  the 
family  trusts  for 
his  benefit— and 
his  cocaine  use. 


strip  center  shopping  malls  in  Okla- 
homa, Texas,  Colorado,  Arizona  and 
Puerto  Rico.  The  will  provided  that 
Monte  and  Alfred  and  their  children 
could  get  income  but  couldn't  get  at 
the  assets.  Or  so  Sylvan  thought. 

Shortly  before  his  father's  death, 
Alfred  returned  to  Oklahoma  to  run 
Goldman  Enterprises,  while  Monte 
eventually  moved  to  Aspen  to  focus 
on  skiing  and  tennis.  Trouble  began 
the  year  of  Sylvan 's  death,  when  Sally 
Goldman,  Monte's  wife,  filed  for  di- 
vorce. In  a  naive,  legally  unenforce- 
able effort  to  shield  his  trust  fortune 
from  his  wife,  Monte  signed  an  affida- 
vit turning  over  his  entire  interest  in 
the  family  business  to  Alfred.  Alfred 
promised  to  pay  Monte  a  monthly 
allowance  of  $75,000,  after  taxes.  Al- 
fred would  negotiate  the  terms  of 
Monte's  divorce. 

A  prenuptial  agreement  limiting 
Sally  to  $100,000  a  year  plus  child 
support  wouldn't  hold  up  in  court,  so 
Alfred  offered  Sally  Goldman  $7  mil- 
lion up  front  and  $25,000  a  month  in 
child  support  and  alimony  for  20 
years.  Sally  took  the  offer  and  later 
remarried.  So  far,  so  good.  Monte 
continued  to  frolic  in  Aspen,  and 
remarried  in  1992,  to  Carole  Schut- 
ter.  But  Alfred  grew  increasingly  re- 
sentful. That  settlement  had  taken  a 
big  bite  out  of  the  available  cash  of 
dad's  estate  that  wasn't  tied  up  in  off- 
limit  trusts.  Here,  Alfred  thought,  his 
brother  was  playing  around,  and  he- 
was  supporting  him. 

Alfred  also  began  to  think  of  him- 
self as  a  businessman.  In  the  mid- 
1980s  Alfred  came  across  a  deal  he 
could  not  resist — 3,000  acres  of 
prime  raw  land  near  Houston.  He 
needed  $25  million.  First  City  Bank 
of  Houston  lent  it  to  him,  using  the 
land    as    collateral.    Alfred    got    the 


estate's  trustees  to  go  along,  and  he 
inked  the  deal. 

Guess  what?  The  Texas  real  estate 
market  tanked  and  around  the  same 
time  their  Colorado-based  Otero  Sav- 
ings &  Loan  was  going  under. 

Desperate  to  raise  cash,  Alfred  con- 
vinced trustees  to  sell  the  family's 
Hawaiian  estate  to  Japanese  investor 
Genshiro  Kawamoto  for  about  $40 
million  in  1988.  After  taxes,  commis- 
sions and  other  expenses,  the  Hawaii 
land  deal  yielded  $26  million.  But 
Alfred  didn't  use  the  money  to  bail 
out  the  Texas  land  deal.  He  put  it  into 
CDs.  To  keep  the  Texas  land  deal  alive, 
he  got  a  $30  million  line  of  credit 
from  First  Citv  Bank. 

Monte  Goldman  now  began  asking 
questions.  That*  peeved  Alfred.  In 
March  1990  he  ceased  sending  Mon- 
te and  Sally  their  monthly  checks. 
Monte  flew  to  Oklahoma  City  to 
confront  his  brother  at  the  family 
offices.  He  found  a  deserted  build- 
ing— no  people,  no  tiles.  "If  Monte 
wants  the  company,  he  can  have  it,"  a 
former  employee  quotes  Alfred  as  say- 
ing. Alfred  had  emptied  the  Goldman 
Enterprises  offices,  storing  the  con- 
tents in  a  secret  location.  He  had 
ordered  all  the  employees  fired. 

Alfred  had  collected  $23  million 
from  the  CD  accounts  and  taken  Gold- 
man Enterprises'  private  jet  to  Eu- 
rope, where  he  deposited  the  money 
in  a  series  of  private  accounts  in  Swit- 
zerland and  elsewhere. 

Monte's  lawyers  moved  quickly  to 
retrieve  the  money  from  overseas,  re- 
covering all  but  $230,000.  Monte 
sued  to  separate  his  share  of  the  trusts 
and  split  the  assets  between  the  two 
brothers. 

Not  an  easy  task.  "Trying  to  disas- 
sociate the  brothers  from  the  business 
and  each  other  is  like  trying  to  sepa- 


rate Siamese  twins  who  are  joined  atl 
the  hip,"  says  one  of  the  nearly  twol 
dozen  lawyers  who  have  worked  onj 
the  case. 

In  May  1990  an  Oklahoma  state-l 
judge  restricted  access  to  the  trust! 
assets   and   threw   Goldman    Enter-] 
prises  into  receivership.  Since  then,! 
lawyers  on  both  sides  have  eaten  up 
some  $10  million  in  fees — recalling 
one   of  Sylvan   Goldman's   favorite 
sayings:  "If  you  let  your  business  get 
in  the  hands  of  an  attornev,  you'll  go 
broke." 

The  judge  put  Monte  and  Alfred  on  I 
a  monthly  allowance  of  $45,000  each, , 
after  taxes.  Out  of  this,  Monte  now 
had  to  pay  the  $25,000  in  monthly 
child  support  and  alimony  that  Alfred 
had  been  covering. 

Monte  also  discovered  that  his  As- 
pen home  was  in  jeopardy.  Apparent- 
ly, Alfred  had  pledged  it  as  part  of  the 
collateral  for  the  Texas  bank  loan. 

But  how  could  Alfred  pledge  an 
asset  that  supposedly  couldn't  be 
touched?  By  influencing  the  trustees 
to  do  his  bidding.  In  one  particularly 
blatant  move,  Alfred  legally  adopted 
as  bis  own  sons  two  older  family  friends 
who  also  served  as  trustees  of  the 
family  holdings.  As  his  "children," 
Peter  Boatright  and  Robert  Heiman 
thus  became  trust  beneficiaries. 

You  can't  just  sink  money  into  real 
estate  and  walk  away.  Shopping  malls 

"Trying  to  disassociate  the 
brothers  from  the  business 
and  each  other  is  like  trying 
to  separate  Siamese  twins  who 
are  joined  at  the  hip,"  says 
one  lawyer  in  the  dispute. 


deteriorate.  Eeases  expire.  While  the 
brothers  fought  and  dallied,  no  one 
was  paying  serious  attention  to  the 
real  estate.  Lawyers  estimate  the  fam- 
ily fortune  has  dwindled  to  less  than 
$100  million. 

Alfred  Goldman  is  currently  strug- 
gling to  overcome  his  cocaine  use. 
First  City  Bank  has  started  to  fore- 
close on  its  loans.  For  all  his  business 
acumen,  for  all  the  expensive  legal 
advice  he  could  command,  old  Sylvan 
Goldman  couldn't  control  things 
from  the  grave.  M 
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Pentium 

loHQCESSOR 


INTRODUCING  THE  FIRS 

THE  PENTIUM  PROCESSOR'S  FULL  POTENTIAL. 


When  the  rush  was  on  to  introduce  a  notebook 
with  a  Pentium*  processor,  Texas  instruments 
did  something  extraordinary. 

We  created  the  notebook  that  maximizes 
Pentium  performance  by  integrating 
full  PCI  bus  architecture  into  our 
TravelMate" 5000. 

In  fact,  the  performance  of  the 
TravelMate  5000  impressed  the  edi- 
tors of  PC  Magazine  so  much,  they 
gave  it  the  Editors'  Choice  award  for  best  full- 
featured  notebook. 

So  now  you  have  a  notebook  with  smoother 
full-motion  video  and  enhanced  3-D  graphics. 
In  addition,  we  designed  the  TravelMate  5000  to 
take  immediate  advantage  of  all  the  '"plug  and 


play"  benefits  included  in  Windows  95. 

We  added  a  second  lithium  ion  battery 
which,  working  with  our  advanced  power 
management  system,  yields  greater  than  5 
hours  of  battery  life  without  sacrific- 
ing size  or  weight,  or  eliminating  a 
floppy  drive. 

And  our  integrated  infrared  serial 
port  allows  for  wireless  connections 
with  other  notebooks  or  even  print- 
ers in  a  quick  and  easy  way 

To  discover  the  extraordinary  capabilities  of 
the  TI  TravelMate  5000  notebook  for  yourself,  call 
1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com  or  on 
the  Internet:  http:/Avww.ti.com).  And  start  doing 
extraordinary  things. 


75  MHz  Pentium  processor  with  PCI  Bus 

10.4"  Active  Matrix  or  10.5"  Dual  Scan  displays 

2MB  video  memory 

8MB  RAM,  expandable  to  32MB 

810  million  bytes  (=  772MB)  or  524  million 
bytes  (=500MB)  Hard  Disk  Drives* 

Multimedia  package:  Built-in  16-bit  sound, 
internal  speaker  and  dual  mode  microphone 

Two  lithium  ion  battery  packs 

Serial  infrared  port  for  wireless  connectivity 


r  mayrary  from  country  to  country.  Contact  your  local  Tl  office  f<  .•  ,  md  options  are  cow 

I  TravelMate  and  "Start  Doing  Extraordinary  7  !  a  registered  tra'J-  -• 

t  Corporation.  The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation.  *Dependingon  model.  G  I 


^  Texas 
Instruments 


BUSINESSES 
WANT  COST- 
EFFECTIVE 
SOLUTIONS 
TO  A  MAZE  OF 
CHALLENGES. 


TECHNOLOGY        WITH 


VISION 


CAN    HELP    POINT   THE    WAY 


In  today's  business  world,  prepar- 
ing for  the  future  requires  partnering 
with  someone  who  possesses  a  clear 
vision.  A  vision  in  which  state-of-the- 
art  technology  is  applied  in  new, 
productive  and  practical  ways. 

That's  why  growing  numbers  of 
financial  institutions,  colleges  and 
universities,  health  care  providers, 
retail  operations,  corporations  and 
government  agencies  are  turning 
to  Diebold  as  a  solutions  provider. 
Diebold  offers  qualitv  solutions  that 
satisfy  today's  needs  while 
helping  chart  the  way  to 
tomorrow. 

Through  its  expertise 
in  software,  service  and 
systems  integration,  Diebold 
is  bringing  the  future  closer 
by  tying  together  a  broad  range  of 
card-based  transaction  and  security 
s\  stems.  Diebold  software  allows  a 
variety  of  systems  to  communicate 
and  interact  widi  each  other  in  an  inte- 
grated solution  for  improved  efficiency, 
productivity  and  performance. 


At  all  stages  of  service  to  the 
customer  including    systems 

development,  design  and  imple- 
mentation —  Diebold  consultants 
determine  just  the  right  networks, 
facilities,  products,  software  and  serv- 
ices to  achieve  the  customer's  goals. 

Modular,  open-system  platforms 
enable  customers  to  easily  upgrade 
their  systems  as  new  features  become 
available  or  as  new  needs  develop,  so 
that  they  are  never  encumbered  bv 
out-of-date  technology'.  Customers 
benefit  further  from  Diebold  s  ongoing 
research  and  development 
program,  which  continues 
to  establish  new  standards 
in  systems  reliability. 


For  the  financial  industry, 
Diebold's  expertise  in  sys- 
tems integration  enables 
customers  to  increase  efficiency, 
enhance  fee  income,  strengthen 
security  and  ultimately  maximize 
shareholder  value.  Financial  cus- 
tomers have  long  relied  on  Diebold 
products  and  services  for  asset 
protection,  building  security  and  self- 
service  transaction  systems. 


Diebold  consultants  also  partm  [( 
yvith  financial  institutions  to  imphnjv 
ment  advanced  softyvare  systems 
streamline  and  modernize  dissimih 
netyvorks  and  branches  that  have  bee 
brought  together  through  merger.' 
acquisitions  and  consolidations.  T 
support   these   complex   systems.. 


ivr  i 

Iiombi: 

Ktu 

lystem 


Diebold  provides  2,300  service  pro 
fessionals  in  400  locations  across  th 
United  States,  representing  the  larges 
and  most  reliable  service  networ 
in  the  industry. 

In  markets  outside  the  financia 
industry,  Diebold  consultants  an 
applying  neyv  technology  to  improvt 
efficiency  and  convenience. 

For  example,  life  at  many  of  th< 
nation's  college  campuses  is  becoming 
simpler,  thanks  to  Diebold's  Inte 
grated  Campus  Access  Management 
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"  ICAM)  svstem,  which  allows  fee 
avment,  meal  plans,  building  access 
nd  security  monitoring  services  to  be 
ombined  in  one  all-encompassing 

*  etwork.  Diebold's  integrated  card 
ystems  can  be  effective  in  all  types  of 
ampus-like  enyironments,  such  as 
lospitals,  airports  and  corporate 

acilities. 

I 

Diebold's  innovative  payment 

•  olutions  enable  retailers  to  excel  in 
:he  highly  competitive  marketplace 
>y  reducing  costs  and  increasing 

.  rustomer  satisfaction.  These  systems 
:an  be  tied  to  the  retailer's  other 
self-service  and  security  networks  to 

further  improve  operations. 

:i 

Government  agencies  are  real- 
izing increases  in  efficiency  and 
-j  security  bv   applying   Diebold's 


integrated  approach  to  automate 
benefit  payment  programs  and  protect 
against  fraud. 

Health  care  providers,  as  well, 
are  placing  greater  emphasis  on 
improving  productivity  and  enhanc- 
ing security.  Diebold  systems  can 
help  health  care  institutions  reduce 
paperwork  and  better  control  inven- 
tory through  automated  drug  and 
supply  dispensing  systems.  Diebold's 
security  systems  provide  effective 
solutions  for  hard-to-protect  areas 
such  as  pharmacies,  nurseries,  parking 
decks  and  research  labs. 

While  others  may  fantasize  about 
future  technology,  Diebold  and  its 
customers  are  finding  new  ways  to  use 
today's  technology'  to  navigate  the  best 
path  through  the  maze  to  tomorrow. 


By  sharing  this  vision  of  applying 
technology  in  innovative  and  practical 
ways  through  systems  integration, 
Diebold  and  its  customers  are  helping 
to  shape  tomorrow  —  together.        O 

For  more  help  through  the  maze  to 
the  future,  write  to: 

Diebold,  Incorporated 

P.O.  Box  8230 

Dept.  9-79V 

Canton,  Ohio   44711-8230. 

Call  toll-free  1-800-999-3600. 
Fax  216-490-3794. 


SHARE    THE    VISION 


That  sexy  little  bikini  contains  maybe  three  bucks'  worth 

of  spandex  and  nylon  and  sells  for  $70.  Here's  how  Linda  Wachner 

came  to  dominate  that  juicy  business  in  just  five  years. 

The  body-bending 
business 
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By  Christie  Brown 

It  takes  just  5  ounces  of  nylon  and 
spandex  to  make  a  woman's  bathing 
suit.  Stick  a  price  tag  of  $70  on  it,  and 
rarely  has  so  little  cost  so  much.  It's 
not  the  nylon  women  pay  for:  It's  the 
hope  of  looking  sexy  and  the  fear  of 
looking  saggy;  only  about  40%  of 
swimsuits  ever  get  wet. 

Americans  spent  almost  $2  billion 
on  swimsuits  last  year.  On  a  unit  basis, 
women's  suits  outsell  men's  2-to-l. 
On  a  dollar  basis,  the  ratio  is  6-to-l. 
Women's  suits  are  where  the  big 
money  is.  It's  not  a  fast-growing  mar- 
ket, but  the  profit  margins  make  it 
irresistible.  Here  manufacturers  can 
hope  for  gross  profit  margins  as  high 
as  70%,  compared  with  35%  or  40%  on 
most  clothing  items. 

Sitting  on  top  of  this  bonanza  is 
Linda  Wachner,  49,  the  diminutive, 
gray-haired  apparel  veteran  whose  to- 
tal compensation  last  year,  just  short 
of  $10  million,  was  more  than  that  of 
ge's  Jack  Welch,  who  took  home  $8.6 
million.  Wachner  is,  of  course,  chief 
executive  of  the  Warnaco  Group 
($788  million  sales),  maker  of  wom- 
en's lingerie  and  men's  shirts,  which 
she  captured  in  a  1986  hostile  take- 
over and  took  public  in  1991. 

That  was  her  first  triumph.  Her 
second  was  Authentic  Fitness  Corp., 
of  which  she  is  also  chief  executive — 
and  largest  individual  stockholder, 
with  9%.  This  NYSE-listed  company 
makes  nothing  but  bathing  suits  and 
other  sports  apparel. 

If  she  doesn't  own  the  swimsuit 
business,  Wachner  certainly  domi- 
nates it.  On  revenues  of  $266  million 
for  the  fiscal  year  that  ended  July  1, 
Authentic  Fitness  earned  $19.5  mil- 
lion, a  48%  gain  in  profits.  Its  net 
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return,  close  to  8%,  compares  with  4% 
for  Liz  Claiborne  last  year.  Com- 
pounded, Authentic  Fitness'  return 
on  equity  over  the  last  three  years  was 
43%.  In  revenues  it  easily  dwarfs  its 
nearest  competitor,  vf  Corp.'s  Jant- 
zen,  which  does  about  $80  million. 
The  other  players  are  even  smaller, 
few  running  over  $20  million  in  annu- 
al revenues. 

Wachner  has  doubled  Authentic 
Fitness'  revenues  in  just  two  years  and 
grabbed  market  share  from  small-fry 
competitors  with  a  variation  on  the 
strategy  Alfred  Sloan  used  to  build 
General  Motors.  She  has  assembled  a 
whole  collection  of  brands,  covering 
every  segment  of  the  market.  In  1993 
she  added  to  her  Speedo  lineup  three 
famous  old  lines — Catalina,  Anne 
Cole  and  Cole  of  California — all  then 
in  Chapter  11.  Wachner  waltzed  into 
Delaware  bankruptcy  court  the  day  of 
the  auction,  winning  all  three  for  $43 


Linda  Wachner, 
chief  executive  of 
Authentic  Fitness, 
and  one  of  her  74 
Speedo  stores 
Blitzing  the 
competition  with 
marketing  savvy. 


million  before  the  bidding  even  start- 
ed. She  also  got  the  license  for  Oscar 
de  la  Renta  swimsuits.  In  all,  Authen- 
tic Fitness  runs  seven  labels,  whose 
swimsuits  fetch  anywhere  from  $19  to 
$78  at  retail. 

"Wachner  is  like  Alexander  the 
Great — she's  chosen  a  very  weak 
marketplace  to  become  the  big 
player,"  says  fashion  consultant  Alan 
Millstein. 

Forbes  ■  September  11,  1995 
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Authentic  Fitness  was  born  during 
the  1990  credit  crunch,  when  War- 
naco  needed  cash  fast  to  meet  matur- 
ing debts.  Warnaco's  board  thought 
its  unprofitable  swimwear  business 
was  dispensable;  Wachner  disagreed. 
With  backing  from  General  Electric 
Credit  Corp.  and  venture  capitalists 
Pentland  Ventures  Ltd.,  she  bought 
the  division  for  $85  million,  getting  in 
return  all  of  Warnaco's  activewear 

Forbes  ■  September  11,  1995 


division,  including  the  venerable  but 
struggling  Speedo  swimwear  and 
White  Stag  skiwear.  Wachner  became 
chief  executive  of  the  new  company, 
while  keeping  her  job  at  Warnaco. 
The  board  saw  and  sees  no  conflict. 

Authentic  Fitness  went  public  in 
1992  at  $7  per  share  and  was  recently 
$21,  giving  it  a  market  cap  of  $380 
million,  more  than  four  times  what 
Wachner  and  her  partners  paid  for  it. 


Swimsuits  look  like  little 
bits  of  nothing,  but  the 
manufacturing  is  highly 
technical  for  women's  suits, 
which,  of  course,  is  where 
the  money  is.  The  garments 
are  not  so  much  designed  as 
they  are  engineered.  As 
many  as  75  different  steps 
are  needed  to  stitch  a  fully 
structured  swimsuit  with 
padded  bra,  boning  and  lin- 
ing. It  requires  as  many  as 
30  different  color  screens  to 
create  a  beautiful  print.  The 
tiniest  glitch  in  the  yarn 
makes  a  suit  unsalable.  Dit- 
to if  the  seams  are  an  eighth 
of  an  inch  off. 

Two-thirds  of  all  swim- 
wear is  sold  in  just  three 
months,  from  May  through 
July.  Reorders  have  to  be 
filled  fast,  fast,  fast.  To 
maintain  quality  and  speed, 
it's  one  of  the  few  apparel 
items  manufactured  almost 
all  domestically.  "We  have 
the  fastest  turnaround  time 
of  all  the  manufacturers," 
boasts  Wachner.  "About  5 
weeks  onshore.  It's  a  good 
16  weeks  offshore." 

People  age.  With  age 
they  sag.  With  an  aging 
population  the  demand 
grows  for  suits  that  can 
hold  in  bulging  stomachs 
and  buttocks  and  boost  the 
busts.  Women  over  age  35 
now  account  for  58%  of  all 
dollars  spent  on  bathing 
suits,  up  from  48%  in  1991, 
according  to  the  Port 
Washington,  N.Y. -based 
NPD  Group,  which  tracks 
department-store  sales.  For 
1996  there  are  swimsuits 
called  the  "bust  builder," 
the  "slimsuit"  and 
"mighty  bra."  Little  skirts,  draped 
fabric  across  the  stomach  and  girdled 
hip  lines,  a  la  Rita  Hayworth,  are  all 
the  rage.  How  much  will  women  pay 
for  these  deceivers?  Israeli  manufac- 
turer Gottex  Industries,  Inc.  has  a 
blue-sequined  one-piece  fully  lined 
with  "power  netting."  Price:  $600. 

Technology  matters.  A&H  Sports- 
wear makes  the  patented  Miraclesuit 
("Look  10  pounds  lighter  in  10  sec- 
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Like  the  sheriff  in  "High  Noon,"  the  federal  Superfund  program  was  meant  to 

be  a  righteous  lawman  hunting  down  villains  for  their  toxic-waste-dumping 

sins.  Instead,  Superfund  has  burned  down  the  town  church  and  library,  killed 

half  the  livery  horses  and  wounded  nearly  all  the  innocent  townspeople. 


Dennis  H.  Chookaszian, 

Chairman  and  CEO, 

CNA  Insurance  Companies 

"Superfund's  strict, 

retroactive  and  joint  and 

several  liability  provisions 

are  the  real  villains." 


Superfund  Requires 
Fundamental  Change 

^^^^^  Superfund  just  doesn't  work. 

£&-*--  1^^  Already   costs   have   reached 

ffl  I  tens  of  billions  of  dollars,  but 

iBk%  «^f  only  a  tiny  fraction  of  the  1,300 

■  hazardous-waste  sites  in  the 

Mm^,  Superfund     program     have 

J^k  ^^^  been  cleaned.  After  15  years, 

^k.  '  ft        communities  remain  saddled 

with  unproductive  and  poten- 
tially dangerous  toxic-waste 
sites.  The  reason?  Endless 
legal  skirmishes  to  defend 
against  ruinous  liability  judg- 
ments that  hurt  the  innocent 
more  than  the  guilty. 

Superfund's  strict,  retro- 
active and  joint  and  several 
liability  provisions  are  the  real  villains.  Intended  to  make 
the  polluter  pay,  liability  concepts  instead  have  made  vir- 
tually every  business,  municipality  and  community  orga- 
nization— most  of  which  have  done  nothing  wrong — vul- 
nerable to  millions  of  dollars  in  litigation  and  cleanup 
costs.  Even  a  Girl  Scout  troop  has  been  sued.  As  a  result, 
average  lawsuit  expenses  per  site  have  mounted  to  an 
astounding  $6.7  million. 

We  need  to  spend  money  on  cleaning  up  sites,  not  fix- 
ing blame.  Virtually  everyone  agrees  that  we  must  change 
Superfund.  The  question  is  how. 

Superfund  must  be  restructured  to  place  the  focus  on 
actual  cleanup,  not  guilt.  If  we  don't  abandon  today's 
inherently  unfair,  inefficient  and  costly  approach,  only  the 
lawyers  will  clean  up. 
CNA  supports  a  solu- 
tion that  would: 

■  End  retroactive 
liability  for  actions 
that  were  lawful  prior 
to  1987,  the  year 
Superfund  was  sub- 
stantially revised. 


■  Eliminate  joint  and  several  liability  in  favor  of  propor 
tional  liability.  Potentially  responsible  parties  (PRPs] 
would  be  responsible  only  for  their  own  actions.  Liability 
would  be  based  on  actual  conduct,  not  the  ability  to  pay. 

■  Establish  more  reasonable  risk-assessment  and  cleanup 
standards  based  on  the  expected  future  use  of  the  site.  No 
longer  should  sites  slated  for  industrial  use  be  cleaned  as 
though  they  were  to  become  playgrounds. 

This  last  point  is  critical.  Superfund  waste  sites  must 
be  cleaned  up  for  the  health  and  welfare  of  local  citizens' 
and  communities.  Even  when  a  site  moves  past  the  law- 
suits and  actual  cleanup  begins,  the  process  can  cost  enor- 
mous sums  and  take  years  to  complete  because  of  the 
cleanup  standards  and  methods  dictated  by  the 
Environmental  Protection  Agency  (EPA). 

With  PRPs  paying  the  cleanup  bill,  the  EPA  has  little 
reason  to  worry  about  costs.  It  often  imposes  cleanup  stan- 
dards that  are  unnecessary  for  safe  use  of  the  site  in  the 
future.  Minimal  amounts  of  chemical  substances  in  soil 
frequently  pose  no  risk  to  human  or  environmental  health, 
yet  EPA  standards  often  require  restoration  to  pristine  lev- 
els essential  only  for  residential  areas. 

Overcleaning — and  the  high  costs  and  delays  that 
go  with  it — have  led  some  communities  to  fight  the  EPA 
to  unlock  these  sites  and  get  them  back  to  productive 
use  at  a  reasonable  cost.  These  communities  need  our 
support.  Rational  cleanup  standards  can  both  reduce 
cleanup  costs  and  help  promqte  redevelopment  of  old 
industrial  sites. 

Current  legislative  proposals  discuss  more  involve- 
ment in  Superfund  cleanups  by  the  states,  which  have 
tended  to  show  more  flexibility  and  efficiency  in  manag- 
ing site  cleanup.   Regardless,   however,   of  whether 

Superfund  cleanup 
is  carried  out  at  the 
federal  or  state  level, 
it  is  essential  to 
establish  consistent, 
fixed  liability  stan- 
dards that  limit  law- 
suits and  promote 
actual  cleanup.  ■ 
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The  legacy  of  Superf  und's 

"polluter  pays"  principle 

is  endless  litigation. 


Lethal  Liability  Standards 

James  Hallowell, 

Hallowell  Chevrolet/Geo,  Clovis,  Calif. 

Member,  National  Automobile  Dealers  Association 

"This  has  been,  and  continues  to  be,  a  nightmare." 

Under  Superfund,  any  business,  municipality,  individ- 
ual or  organization  even  remotely  responsible  for  a  tiny 
portion  of  toxic  waste  can  be  required  to  pay  all  cleanup 
costs,  even  if  it  is  just  one  of  hundreds  of  contributors  to 
a  site.  And  it  can  be  held  responsible  retroactively  for 
actions  taken  decades  before,  even  if  all  laws  were 
obeyed  at  the  time.  Often,  the  sole  criterion  for  guilt  is 
the  ability  to  pay.  This  is  fundamentally  unfair. 
Consider  my  experience. 

From  1935  to  1975,  the  seven-acre  Purity  Oil  site  near 
Clovis,  Calif.,  processed  waste  oil  from  car  dealers,  ser- 
vice stations,  truck  stops,  electrical  transformer  yards, 
military  facilities,  municipalities  and  other  concerns.  In 
the  early  1980s,  investigations  determined  that  soil  and 
groundwater  contaminants  might  pose  a  threat  to  human 
health  and  the  environment,  and  the  site  was  named  to 
the  Superfund  National  Priorities  List.  In  1990  the  EPA 
cited  100  potentially  responsible  parties  (PRPs),  includ- 
ing my  company,  Hallowell  Chevrolet/Geo.  Inclusion  of 
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my  dealership  was  based  on  the  memory  of  a  former 
truck  driver  for  Purity  Oil  about  what  had  happened  25 
years  ago.  The  driver  remembered  collecting  1,000  gal- 
lons of  waste  oil  monthly,  although  in  the  subsequent  26 
years  of  continued  growth,  my  dealership  still  doesn't 
generate  that  much  waste  monthly. 

There  could  be  as  many  as  1,000  PRPs  connected  to 
the  site,  but  the  EPA  has  not  been  willing  to  identify  addi- 
tional parties.  One  such  PPJ5,  probably  the  largest  contrib- 
utor to  the  site,  is  the  U.S.  Department  of  Defense,  which 
had  brought  in  waste  oil  by  the  trainload. 

Little  has  been  done  to  treat  the  groundwater  or  dis- 
pose of  toxic  materials  at  the  site.  The  cost  so  far  to  my 
company  has  been  nearly  $100,000  in  cleanup  payments 
and  legal  and  consulting  fees — yet  my  ultimate  liability 
is  still  uncertain.  My  firm's  very  existence  is  threatened 
by  Superfund.  And  I'm  not  certain  we  actually  con- 
tributed waste  to  the  site.  This  has  been,  and  continues  to 
be,  a  nightmare.  ■ 

What  You  Can  Do 

Cleaning  up  toxic-waste  sites  is  important  for  our  envi- 
ronment and  our  nation's  future.  Instead  of  producing  a 
cleaner  environment,  the  legacy  of  Superfund 's  "polluter 
pays"  principle  is  endless  litigation.  It  is  high  noon  for 
the  Superfund  program.  Congress  currently  is  debating 
ways  to  fix  Superfund.  If  Congress  does  nothing, 
Superfund  will  expire  and  cleanup  will  stop  sometime 
after  1996.  If  Congress  merely  renews  Superfund  without 
forging  major  structural  reforms,  the  current  wasteful, 
unfair  and  ineffective  system  will  be  perpetuated,  caus- 
ing continued  damage  to  businesses  and  communities. 


f»JS^  Contact  your  U.S.  legislator  to  express  your  views 
about  a  solution.  Write  to:  U.S.  Senate,  Washington, 
DC.  20510  and  U.S.  House  of  Representatives, 
Washington,  D.C.  20515.  Or  call  the  U.S.  Capitol 
switchboard,  202-224-3121,  to  be  connected  to  your 
legislator's  office.  For  additional  information,  call 
the  Superfund  hotline,  1-800-738-6395. 

CNA  is  tlie  sixth-largest  insurance  organization  in  the  U.S.,  based  on 
the  1994  net  written  premiums  of  member  companies.  It  is  a  multiline 
insurer  with  nearly  100  years  of  experience,  assets  of  $45.9  billion  and 
stockholders'  equity  of  $5.1  billion  as  of  March  31,  1995.  CNA  is  a 
registered  service  mark  of  the  CNA  Financial  Corporation. 


Swimwear 


Lift  those 
buttocks, 
boost  that  bust 
Women  over  age 
35  spend  the  lion's 
share  of  the 
money.  More 
spandex  in  suits 
is  all  the  rage. 


low 
1  re 


onds").  Last  yearA&H  sued  Victoria's 
Secret,  maker  of  the  "miracle  bra 
swimsuit,"  for  trademark  infringe- 
ment. The  case  is  in  litigation. 

The  body-bending  suits  use  up  to 
three  times  as  much  spandex  as  regu- 
lar suits.  That  thrills  Du  Pont,  which 
counts  on  its  Lycra  spandex  for  SI 
billion,  about  15%,  of  its  fibers  busi- 
ness. Spandex  sells  for  $14  per  pound; 
nylon,  $2.60  per  pound. 

Du  Pont  now  has  competition. 
German  chemical  giant  Bayer  AG  and 
Globe  Manufacturing,  based  in  Fall 
River,  Mass.,  are  going  after  Du 
Pont's  swimwear  monopoly.  Both 
have  built  new  spandex  plants  and 
together  have  the  capacity  to  turn  out 
about  23  million  pounds  of  spandex  a 
year.  Du  Pont's  spandex  capacity  is 
about  38  million  pounds. 

A  bit  of  a  price  war  has  erupted.  Du 
Pont  has  kept  the  price  of  its  spandex 
fiat  the  last  two  years.  Bayer  is  under- 
cutting Du  Pont's  price  by  10%  to 
20%.  "We're  offering  the  mills  better 
support  than  Du  Pont,"  claims  James 
Heslep,  marketing  director  of  Bayer's 
plant  in  Charleston,  S.C.  Du  Pont  is 
bringing  out  new  Lycra  yarns  that 
combat  such  industry  problems  as 
"butt  rub" — the  fuzz  on  swimsuit 
rears  that  is  caused  from  sitting  on 
pool  sides. 


As  the  potential  profits  are  huge, 
the  competition  can  be  horrendous. 
Swimwear  has  long  been  one  of  the 
biggest  profit  makers  for  department 
stores.  As  discount  chains  and  cata- 
logs have  grabbed  market  share,  the 
department  stores  have  retaliated  by 
starting  to  discount  their  swimsuits 
much  earlier  than  in  the  past.  This 
year  most  started  Memorial  Day 
weekend  or  earlier,  whereas  just  four 


years  ago  the  sales  started  July  4. 
About  60%  of  all  swimsuits  are  now 
bought  on  sale. 

"Margins  used  to  be  50%  to  60% 
for  department  stores — it  was  their 
milk  and  honey.  Now  they're  more 
like  30%  to  35%,"  says  retail  consul- 
tant Kurt  Barnard. 

But  Wachner  isn't  dependent  on 
department  stores.  She  has  opened 
her  own  chain  of  stores,  named 
Speedo  Authentic  Fitness,  to  sell 
Speedo  swimsuits  and  an  expanded 
line  of  related  sportswear  and  accesso- 
ries, such  as  windbreakers,  athletic 
shorts,  goggles,  beach  shoes  and  ny- 
lon tote  bags. 

The  stores,  which  now  number  74, 
push  swimsuits  with  a  fitness  theme. 
The  stores  are  festooned  with  huge 
color  blowups  of  volleyball  players, 
rollerbladers'  and  competitive  swim- 
mers on  the  walls.  Swimsuited  man- 
nequins hang  from  the  ceilings,  which 
are  cut  out  to  resemble  a  lap  pool.  To 
be  sure,  few  of  the  models  look  much 
like  the  potential  customers,  but  then 
image  is  what  this  business  is  all  about. 

Wachner's  stores  are  doing  brisk 
business  at  $425  per  square  foot.  On  a 
recent  Saturday,  college  student  Scott 
Reyes  paid  $34  for  a  pair  of  Speedo 
bathing  trunks  at  a  Manhattan  store, 
one  block  from  Bloomingdale's.  "I 
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ow  a 
vl  researcher's 
jest  for  a  better 
3okmark  changed 
le  way  the  world 
livers  a  message. 


*"*  A  3M  scientist, 

singing  in  his  church 
choir,  wanted  a 

Iter  way  to  mark  the 

ges  in  his  hymnal  than 

raps  of  paper,  which 

ten  fell  out.  Then  he 

membered  a  peculiar, 

ver-marketed,  adhesive 

^covered  years  earlier 
another  3M  scientist. 

was  strong  enough  to 

)ld,  yet  easily  removed. 

nd,  the  idea  behind  the 

)st-its  Note  was  born. 

3M  allows  scientists 

spend  up  to  fifteen 
ircent  of  their  time  on 
jw  product  ideas  of  their 
wn  choosing.  This  unique, 
inovative  culture  has  created 
ost-it®  Notes  and  60,000  surprising 
roducts  and  trusted  brands  such  as  Scotch7," 
cotch-Brite  "and  Thinsulate?'  All  to  make  your 

ork  —  and  your  life  —  easier,  more  efficient, 
lore  productive. 


or  more  information,  call 
-800  3M  HELPS. 


3M  Innovation 
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This  continuing  series  of  Ohio  business  reports  is  a  public-private  partnership  between  the  Ohio  Department  of  Develo) 


STEP2 
CORPORATION 


Entrepreneurs  are  a  special  breed— 
risk-takers,  idea  engines  and  passionate 
dreamers.  Few  succeed  even  once. 

Tom  Murdough,  President  of  Step2 
Corporation,  has  done  it  twice. 

The  story  began  25  years  ago  when 
Murdough,  already  familiar  with  the  toy 
industry,  was  exposed  to  rotational  mold- 
ing, a  labor-intensive  operation  used  only 
in  job-shop  applications.  New  product 
ideas  sparked  as  Murdough  mastered  the 
complex  process,  and  soon  he  decided  to 
strike  out  on  his  own. 

Starting  in  an  Ohio  barn  with  one 
rotomolding  machine  and  nine  employees, 
Murdough  developed  a  highly  successful 
line  of  plastic  children's  playthings.  He 
called  his  venture  the  Little  Tikes  Company, 
and  over  the  next  15  years  its  durable  prod- 
ucts defined  a  new  category  in  the  toy  in- 
dustry. In  1984  Murdough  sold  Little  Tikes, 
by  then  the  largest  rotational  molder  in  the 
world,  to  Rubbermaid,  and  stayed  on  for 
five  years  as  president. 

But  Murdough  soon  got  the  entrepre- 


Step2's  Mailmaster  Mailboxes  provide  all-in-one 
construction  that's  weather-  and  vandal-resistant. 


neurial  urge  again,  and  in  1991  he  founded 
Step2.  "The  mission  at  Step2,"  he  says,  "is  to 
go  a  step  beyond  what's  been  done  before." 

In  just  four  years,  Murdough  has  par- 
layed his  experience  into  an  internationally 
known  $90  million-a-year  business  em- 
ploying nearly  1,000  in  three  northeast 
Ohio  plants.  He  credits  Step2's  success  to 
a  simple  three-part  formula:  innovative 
products,  employee  team  play  and  hospi- 
table Ohio  locations. 

Children  love  to  climb, 
splash,  ride  and  pretend 
in  Step2's  easy-to-assemble 
children's  products.  For  grown- 
ups, the  Home  &  Garden  prod- 
uct line  provides  knee-  and  / 
back-saving  gardening  tools  as 
well  as  mailboxes,  yard  carts 
and  storage  sheds. 

"Rotational  molding  offers 
tremendous  design  flexibil- 
ity and  better  quality  than 
more  conventional  molding 
processes,"  says  Murdough.  In 
rotomolding,  molds  filled  with 
polyethylene  powder  are  mounted  on  a 
machine  with  four  arms.  The  molds  rotate 
while  they  move  slowly  through  an  oven  and 
cooling  chambers.  The  plastic  powder  melts, 
forms  itself  into  the  shape  of  the  mold,  then 
hardens  as  it  cools.  Rotational  molding  pro- 
duces a  sturdy  product  with  thick  walls  and 
molded-in  color  that  won't  fade,  chip  or  peel. 

But  the  process  is  labor-intensive,  and 
Murdough  credits  his  Ohio  employees  with 
much  of  the  company's  success.  "Rota- 
tional molding  was  an  unconventional 
process  when  we  began,  but  we  knew  that 
the  commitment  of  the  people  involved 
was  essential.  We  take  care  of  the  people, 


ju(  n 


"The  commitment  of  our 
employees  in  northeast 
Ohio  is  outstanding." 
Tom  Murdough, 
President, 
Step2  Corporation 


and  their  enthusiasm  and  commiti 
have  allowed  us  to  do  things  that  nc 
thought  we  could  achieve."  He  regu 
shares  Step2's  strategic  plans  and  i 
petitive  position  with  his  employees 
in  turn,  accepts  feedback  from  them. 
"These  are  probably  the  most  impo 
hours  I  spend  each  month,"  says  Murdo 
The  final  ingredient  in  Step2's  forr 
is  location.  "Northeastern  Ohio  prov 
the  labor  and  work  ethic  we  need,  jci 
two-thirds  of  the  U.S.  p<» 
lation  is  within  500  mil 
says  Murdough.  Step2's  ei  at 
preneurial  style  and  s 
town  Ohio  have  proven  b 
good  partners.  St reet s bc^e lirst n 
(pop.  10,227),  Perrysv 
(pop.  760)  and  Twinsbhwittti 
(pop.  10,692)  have  been  hii 
receptive  to  Step2,  respoei 
ing  quickly  to  the  grow 
company's  needs. 

What's  next  for  01 
based  Step2?  "Well,"  si  I 
Murdough,  "we  seem  to  |ss 
bound  by  the  belief  that  nearly  anything  ■ 
be  done  better  the  second  time  around  fets 
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iontier  Fund,  local  economic  development  offices,  and  featured  Ohio  businesses. 


A  fortuitous  accident  gave  the  world 

r  glass.  But  it  is  no  accident  that 

po  :ns-Corning  is  a  world  leader  in  fiber 

It  is  products  and  advanced  materials. 

The  lucky  mishap  occurred  when  sci- 

>proi|sts,  trying  to  fuse  together  two  glass 

ks,  produced  glass  strands  instead. 

.  S  ping  the  commercial  possi- 

*0 mi  ties,  Corning  Glass  and 

m  ens-Illinois  formed  a  joint 

id  sn  ture  that,  in  1938,  was  spun 

rati  as  a  separate  company. 

setsb  I  first  research  and  manu- 

rvsv  luring  operation  was  in 

insb  /ark,  thus  launching  central 

31  hi  o  as  the  birthplace  of  the 

espc  tr  glass  industry. 

jro«  Owens-Corning  built  itself 

)  a  leading  producer  of  such 

r 01  lding  products  as  fiber 

'siBs  insulation,  shingles  and 

ss  composited  with  plastic 

refuse  in  autos,  boats,  skis,  golf  carts,  tennis 

kets  and  pipe. 

But  in  the  mid-1980s,  the  company  was 
irget  of  a  hostile  takeover  attempt,  which 
■  it  it  into  a  defensive  mode  through  the 


"Licking  County  holds 
a  central  place  in  our 
company's  history  and 
is  poised  to  shape  much 
of  our  future." 
Glen  H.  Hiner,  Chairman 
and  CEO,  OwensCorning 


aflex"  fiber  is  created  with  a  bi<omponent  tech- 
ogy  in  which  two  different  glass  compositions  are 
wbined  into  one  fiber. 


end  of  the  decade.  In  1992,  Glen  H.  Hiner, 
former  head  of  General  Electric's  plastics 
division,  was  brought  on  board  to  energize 
the  company. 

Hiner  clarified  priorities,  sharply  focus- 
ing Owens-Corning  on  1 1  business  segments. 
He  built  a  flatter,  smoother-running  orga- 
nization with  quick  decision-making  powers. 
Hiner  set  an  annual  sales  goal  of  $5 
billion  by  2000,  based  on  global  expansion 
and  enhanced  shareholder  value. 

Owens-Corning  is  aggres- 
sively acquiring  companies 
with  large  market  potential. 
Alliances,  engineering  part- 
nerships, joint  ventures  and 
an  enlarged  R&D  budget  bring 
new  technologies  to  market 
in  record  time. 

Already  well-seated  in 
Europe,  Owens-Corning  is 
now  actively  investing  in 
the  Asia-Pacific  and  Latin- 
American  markets.  Half  of  the 
$600  million  capital  spending 
budget  is  going  into  projects 
outside  North  America. 

Like  its  bold  competitive  moves, 
Owens-Corning  is  making  dramatic  statements 
with  its  Ohio  facilities.  Hiner  will  drive  the 
global  operations  of  the  $3.4  billion  company 
from  a  new  headquarters  in  downtown 
Toledo.  The  urban  investment  reverses  the 
escape  of  large  companies  from  big  cities. 
Owens-Corning  counts  on  small-town 
Ohio  to  contribute  to  global  competitive- 
ness. The  original  plant  is  still  operating  in 
Newark,  and  a  new  plant  in  Mt.  Vernon  has 
just  come  on-line. 

A  550-acre  campus  in  Granville 
(pop.  4,409)  is  the  epicenter  of  global 


For  two  years  in  a  row,  Ohio  has 
been  rated  the  national  leader  in 
business  development.  The  com- 
panies profiled  here  illustrate  the 
diversity  and  strength  of  our 
economy.  Read  their  stories  and 
learn  why  so  many  companies 
choose  to  expand  and  grow  in  Ohio. 


George  V.  Voinovich,  Governor 


R&D  for  Owens-Corning.  It  was  here 
that  Owens-Corning  recently  developed 
Miraflex"  fiber,  the  first  new  type  of  glass 
fiber  in  nearly  60  years. 

Composed  of  two  forms  of  glass  fused 
into  one  filament,  the  fiber  will  be  a  for- 
midable competitor  to  polymers  and 
synthetic  fibers  because  of  such  added- 
value  properties  as  fire,  smoke  and  chemi- 
cal resistance  and  increased  tensile  strength. 

Recruiting  world-class  talent  to  the 
attractive  town  has  not  been  hard,  as  scien- 
tists evaluate  Licking  County's  exceptional 
education  system  and  quality  housing.  The 
little  technology  hub  also  is  home  to 
Denison  University  and  houses  a  large 
R&D  operation  for  Dow. 
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Swimwear 


Jantzen's  August 
fashion  show 
Only  40%  of  suits 
ever  get  wet. 


Sequined  suit 
lined  with 
"power  netting" 
by  Gottex 
Price:  $600. 


usually  buy  from  catalogs — Lands' 
End  or  I.  Crew — but  this  is  so  much 
more  convenient,"  said  Scott.  Anoth- 
er customer  walked  out  after  spend- 
ing $130  on  a  swimsuit  for  his  wife,  a 
pair  of  goggles,  an  underwater  radio 
and  a  lap  timer. 

A  beauty  of  the  stores  is  that  almost 
nothing  is  on  sale  and  little  ends  up 
with  discounters.  Excess  inventory  is 
sold  through  eight  Authentic  Fitness 
outlet  stores  in  California. 

Wachner  is  betting  big  on  the  Sum- 
mer Olympics  in  Atlanta  next  year. 
Using  her  superior  financial  re- 
sources, she  has  signed  the  swimming 
teams  of  53  countries  to  wear  Speedo 
suits  at  the  games  and  has  the  exclu- 
sive license  for  all  Olympics  swimwear 
and  related  products.  There  will  be 
Speedo  stores  and  kiosks  all  over  At- 
lanta. Already,  the  Speedo  stores  in 
Manhattan  are  packed  with  goodies 
that  are  stamped  with  the  1996 
Olympic  logo. 

While  less  lucrative  than  the  wom- 
en's market,  the  men's  market  is 
nothing  to  sneeze  at.  Speedo  has  21% 
of  it  and  61%  of  the  competitive  swim- 
wear market.  Nike  tried  to  get  into  the 
racing  swimsuit  business  two  years 
ago  and  sank  to  the  bottom  of  the 
pool.  Nike  has  teamed  up  with  Jant- 
zen  and  is  trying  again. 
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But  Wachner's  a  master  marketer. 
She  shocked  rivals  in  1993,  when  she 
took  Catalina — the  chaste  swimsuit  of 
Miss  America — and  placed  the  line 
exclusively  in  Wal-Mart.  Debasing 
the  coinage?  Not  at  all.  It  was  a  smart 
move.  Catalina  had  become  a  tired, 
boring  label  in  department  stores,  but 
it's  a  star  at  Wal-Mart,  which  accounts 


for  10%  of  all  swimsuits  sold. 

"Previous  management  had  broad- 
ened Catalina  to  the  point  that  we 
couldn't  make  money  on  it  in  depart- 
ment stores,"  says  Wachner.  "So  we 
put  it  in  a  new  channel  of  distribu- 
tion." According  to  Alice  Longley,  an 
analyst  with  Donaldson,  Lufkin  & 
Jenrette,  sales  for  the  Catalina  and 
Cole  swimwear  lines  will  be  up  133% 
this  year,  to  $67  million,  with  operat- 
ing margins  of  24%. 

Wachner  has  more  deals  going.  She 
is  buying  back  the  17%  stake — 3.6 
million  shares — owned  by  General 
Electric  Credit  Corp.  and  increasing 
the  public  float  18%.  By  buying  out 
GE,  one  of  her  two  partners,  Wachner 
is  becoming  more  and  more  the  dom- 
inant force  in  the  company. 

Beyond  that,  Wachner  is  opening 
Speedo  Authentic  Fitness  stores  inside 
Ballv's  Health  Clubs  and  is  testing  out 
selling  swimsuits  door-to-door  with 
Avon.  She  produced  the  three  bestsell- 
ing  suits  in  this  year's  Victoria's  Secret 
swimwear  catalog.  This  December 
Wachner  will  start  selling  Warnaco 
merchandise  on  Rupert  Murdoch's 
Asian  Star  TV  channel.  If  it  works, 
Speedo  suits  might  be  next. 

Racing  bathing  suits  for  sitting  on 
the  beach?  Why  not?  Even  if  you 
aren't  fit  you  want  to  look  it.  ■■ 
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#  ou  could  make  rubber  band  balls  for  instance. 
Or  little  paper  clip  figurines.  'But  why  on  earth  would  you 
want  to  spend  more  time  getting  less  done  at  work?  <Z£/ell, 
the  answer  is  you  probably  wouldn't.  7\fc  one  would.  Tt's 
just  that  some  people  may  not  know  that  you  can  run 
Windows  NT™  applications  up  to  three  times  faster 
with  a  MIPS™  RISC-based  system?  Or  that  you  can  also 
use  MIPS  RISC  with  UNIX.  C^nd  that  according  to  the 
TPC-C  benchmarks,  the  top  three  OLTP  systems  use 
MIPS  RISC.  On  the  other  hand,  it  may  be  that  these 
people  do  know  about  all  these  things,  and  have  just  had 
trouble  convincing  other  people,   oo  if  you  find 
yourself  in  this  position,  and  you  think  it 
might  help,  you  could  always  tell  them  that  you  chose 
MIPS  RISC  because  of  its  exceptional 
price /performance 
advantages.  Tou  might 


Windows  NT  without 

M  IPS,  but  there  are  more 


imaginative  ways 


of  wasting  time. 


also  tell  them  that  you 
chose  MIPS  RISC  because 

nearly  a  hundred 
companies  have  adopted 
its  architecture  and  it's  the 

number  one  RISC-based 

general  purpose  processor 
in  production  today.  "That  usually 
works.  'But  if  not  —  if  after  all  that,  they 
still  seem  unsure  -  just  remember  that  you 
still  have  your  imagination.  (_/ind  there  will 
always  be  plenty  of  office  supplies. 


"Compared  to  a  Peniiurrf-processor-based  system 


MICROSOFT!   Copyright  1995  NEC  Electronics  Inc. 
WINTXJWNT      .,,         P  ,  .  f   ,     • 

COMBMTBLE    All  trademarks  are  the  property  ol  their  respective  owners. 

For  more  information  call  1-800-366-9782  and  ask  for  info  pack  *183- 


Hyundai.  Wording  Towards 


For  half  a  century,  Hyundai  Business  Group 
has  been  working  towards  a  single  goal.  The 
goal  of  making  this  world  a  more  comfortable 
and  better  place  to  live  for  everyone.  Today  we 
have  earned  a  place  in  your  daily  lives. 


From  chips  to  telecommunications  satellite 
From  a  full  line  of  passenger  cars  to  all  types  <!mie 
commercial  vehicles.  From  subways  to  hig 
speed  trains.  From  infrastructure  to  turn-ke 
base  engineering  and  construction  projects. 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  &  CONSTRUCTION,  MACHINERY  &  EQUIPMENT,  PETROCHEMICALS,  TRADING  ^.TRANSPORTATION  k«. 
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HYUNDAI 

: 

rom  super-tankers  to  advanced  LNG 
Irriers.  We've  become  a  part  of  your  lives  in 
ore  than  1 70  countries  around  the  world. 

Hyundai,  working  together  to  create 
novative  synergies,  innovative  products. 
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HYUNDAI 

Building  A  Better  World  Through  Innovative  Technology 


ou,  wha,  Hyunda,  can  do  for  yo,  Hyunda,  Corpora,,,  K.P.O.  Box  92.  Seou,.  Korea.  Te,  +  82-2-746-, 873.  Fax  +  82-2-74,-234, 


Russia  remains  a  long  way  from  genuine 
capitalism:  Gazprom,  one  of  its  proudest 
assets,  is  run  for  the  personal  benefit 
of  two  ambitious  men. 
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\  many  ways,  Exxon  and  the  Royal 
)utch/Shell  Group  are  pikers  when 
ompared  with  Russia's  RAO  Gaz- 
rom,  which  1  )  has  gas  reserves  esti- 
lated  at  1,500  trillion  cubic  feet, 
qual  in  energy  content  to  Saudi  Ara- 
ia's  total  oil  reserves;  2)  has  a  mo- 
opoly  over  the  production  and  sale 
>f  natural  gas  in  Russia;  3)  controls 
he  lion's  share  of  the  gas  export 
narket  in  the  rest  of  Europe;  4)  owns 
'0,000  miles  of  pipeline. 
That's  one  side  of  the  equation, 
he  other  side  is  this:  Exxon  did  SI 00 
)illion  in  revenues  last  year  and  Gaz- 
prom just  $13  billion.  Gazprom  re- 
quired 367,000  workers,  while  Exxon 
an  its  worldwide  empire  with 
^5,000.  Put  it  this  way:  Exxon's  work 
brce  is  30  times  more  productive 
han  Gazprom's. 

This  clumsy  but  immensely  wealthy 
Russian  company,  now  owned  by 
shareholders,  is  run  by  Rem  Vya- 
diirev,  61,  the  most  powerful  of  the 
Soviet  bureaucrats  turned  business- 
men. Vyakhirev  runs  Gazprom  from 
his  huge  suite  of  offices  in  Gazprom's 
brand-new  $150  million  high-rise 
headquarters  building  in  central 
Moscow. 

Most  Russians  take  it  for  granted 
that  Vyakhirev  is  a  front  man  for  the 
real  power  at  Gazprom,  Russian 
Prime  Minister  Viktor  Chernomyr- 
din. The  prime  minister  was  Vyakhi- 
rev's  predecessor  at  the  gas  ministry, 
and  he  personally  chose  Vyakhirev  to 
succeed  him  and  work  out  the  details 
for  Gazprom's  privatization. 

Though  both  parties  deny  it,  it  is 
widely  believed  in  Russia  that  both 
men  are  substantial  shareholders  in 
Gazprom,  each  holding  at  least  1%. 
The  Russian  government  owns  40%, 
and  the  rest  is  spread  in  very  small 
pieces  among  60,000  Gazprom  em- 
ployees and  the  general  public. 

Control  of  Gazprom  can  mean 
control  of  Russia.  Last  year,  when 
Chernomyrdin  was  faced  with  losing 
a  vote  of  no  confidence  in  the  Russian 
legislature,  wavering  legislators  were 
offered  a  bribe  of  $15,000 — each — to 
support  the  prime  minister,  according 
to  one  of  Chernomyrdin's  senior  ad- 
visers at  the  time.  Almost  $4  million 
was  spent,  and  Chernomyrdin  won 
the  vote.  The  money,  says  his  former 
adviser,  came  from  Gazprom. 

Their  control  of  Gazprom,  more- 
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Opportunity 
only  rings 


once. 


. . .  but  when  it  does,  a  Radio  Shack 
personal  pager  will  keep  you  in 
touch.  Radio  Shack's  pager  line-up 
includes  features  such  as  time  stamp, 
message  memory  and  alphanumeric 
display.  And  we'll  answer  questions 
about  paging  services  and  sign  you 
up  for  one  that  meets  your  needs. 

Affordable  personal  pagers  are  just 
one  example  of  the  quality  business 
products  you'll  find  at  Radio  Shack. 
Call  on  us  today. 

RadioShack. 

You've  got  questions.   We've  got  answers.5" 


•Processing  and  paging  service  fees  required.  Local  pagers  not  available  in  alt  areas.  See  store  for  details  Prices  apply  at  partici- 
pating Radio  Shack  stores  and  dealers.  Items  not  available  at  a  participating  store  can  be  special-ordered  (subject  to  availability)  at 
the  advertised  price.  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sold  out.  Independent  Radio  Shack  dealers 
and  franchisees  may  not  be  participating  in  this  ad  or  stock  or  special-order  every  item  advertised. 


A  complete  selection  of  local 
and  nationwide  pagers,  with 
prices  starting  at  $79-99* 


STIiAI. 
CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict, 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  i 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  I 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
•Micro-Miniature  TV-Cameras  •Mini  TV-Cameras  •Pinhole  Lens    ; 
TV-Cameras  •Color  TV-Cameras  •Dome  TV-Cameras  •Smoke 
Detector  TV-Cameras  •Clock  TV-Cameras  •Picture  TV-Cameras 
•Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
•960  Hour  Time-Lapse  Recorders  •Quad  Compressors  •Multiplexers  •Monitors  •Camera  Switchers 

•Pan-Tilts  •Phone-Line  Video  Transmission  and  Reception  Systems 

AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 


800-396-CCTV 
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Gazprom 

Gas  for  Europe 

Though  now  dominant,  Gazprom  is  sure  to  lose  out 
to  other  suppliers  of  gas  to  Europe. 


over,  seems  secure  as  long  as  Cherno- 
myrdin remains  in  office:  Vyakhirev 
personally  votes  the  government's 
40%  block  of  stock. 

To  further  cement  their  control, 
Vyakhirev  and  Chernomyrdin  struc- 
tured the  privatization  so  that  Gaz- 
prom has  a  right  of  first  refusal  to 
purchase  any  of  its  shares  that  come 
on  the  market.  No  other  privatized 
Russian  company  has  such  protec- 
tion. Gazprom  will  also  not  register  as 
a  shareholder  anyone  who  buys  Gaz- 
prom's shares  without  its  permission. 

These  rules  have  kept  the  price  of 
the  shares  artificially  low,  valuing  the 
whole  company  at  around  $3  billion 
(Exxon's  market  cap  is  $86  billion). 


This  low  valuation  suits  Vyakhirev. 
He  has  been  very  busy  buying  up 
shares. 

What,  then,  is  this  monstrosity? 
Private  company?  Quasi-public  com- 
pany? Gigantic  slush  fund? 

Whichever,  it  is  certainly  not  run 
like  a  good  public  company.  Take 
those  90,000  miles  of  large  transmis- 
sion pipelines  that  stretch  from  the 
gas  fields  of  Siberia  throughout  the 
industrial  and  population  centers 
around  Moscow  and  St.  Petersburg 
and  westward  into  Eastern  and  West- 
ern Europe.  Gazprom  spends  about 
$300  million  a  year  to  keep  the  pipe- 
lines in  working  order.  This  is  about 
one-fifth    of   the    amount    needed. 


Once  the  pipeline  system  disinte- 
grates, so  does  Gazprom. 

The  pipeline  system's  645  com- 
pressor units,  too,  are  wearing  out. 
Within  the^ next  15  years  Gazprom 
will  need  to  replace  most  of  these. 
Probable  cost  in  current  dollars:  at 
least  $7  billion.  In  the  present  circum- 
stances, the  money  is  nowhere 
in  sight. 

Yet  Vyakhirev  talks  of  spending 
$40  billion  to  develop  a  huge  new  gas 
field  in  Yamal,  a  Siberian  peninsula 
north  of  the  Arctic  Circle.  The  Yamal 
field  does  have  a  lot  of  gas,  around 
350  trillion  cubic  feet,  double  the 
U.S.'  total  reserves.  But  Gazprom 
already  has  more  than  enough  gas 
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At  Republic  National  Bank  we  believe  that 
hard-earned  wealtb  deserves  to  be  nurtured  and 
preserved.  And  so  we  run  our  bank  according  to  one 
nmdamental  principle:  to  protect  our  clients'  capital 
as  we  sareguard  its  purcbasing  power. 

It  is  a  simple  principle  upon  which  we  base  our 


is  a  simple  principle  upon  w 
Ptiilpu±^attTBaX    tran^  °f  financial  conservatism:  private  banking  built 

(Suisse)  in  Geneva. 


upon  rigor,  discipline  and  prudence.  This  sophisticated 


w 


EALTH  THAT  TOOK  A  LIFETIME 


TO   BUILD   SHOULD   BE  TREATED 


WITH  THE  PROPER  RESPECT. 


conservatism,  vigorously  pursued,  has  created  a  global 
private  bank  or  exceptional  stability,    capable  or 
weathering  the  roughest  storms. 

Indeed,  Republic's  capitalization  ratio,  on  a  risk 
adjusted  basis,  is  three  times  as  great  as  that  required 
by  the  world's  international  banking  regulators. 

To  our  way  or  thinking,  it  is  security  as  well 
as  return  that  we  must  ensure  each  day.  And  in  the 
process,  to  provide  a  unique  quality  or  service, 
understanding  and  discretion. 


World  Headquarters  of 

Republic  National  Bank 

in  Mew  York. 


A  wealth  of  integrity.  Wp  Republic  National  Bank 


New  York  -  Geneva  ■  London  ■  Beijing  ■  Beirut     Beverly  Hills  ■  Buenos  Aires  ■  Caracas  ■  Cayman  Islands  ■  Copenhagen     Denver  ■  Gibraltar 

Guernsey  ■  Hong  Kong  ■  Jakarta  ■  Los  Angeles  ■  Lugano  •  Luxembourg  ■  Manila  •  Mexico  City  ■  Miami  ■  Milan     Monte  Carlo  ■  Montevideo  ■  Montreal 

Moscow  ■  Nassau  ■  Paris  ■  Perth     Punta  del  Este     Rio  de  Janeiro  -  Rome  ■  Santiago  ■  Singapore  ■  Syaney  ■  Taipei  ■  Tokyo  ■  Toronto     Zurich 

©  Republic  National  Rani*  of  New  York,  1995 


COSMOS 

CREATION 

DNA 

DSP 

R&D 

VIRTUAL  REALITY 

REALITY 

MICROSCOPES 

IMAGES 

IMAGINATION 

HITACHI 


cWhere  does  it  all  begin?  Sfit  Hitachi,  it  begins  with  our  16,000  ''Ph.'D.s  and  researchers 
worldwide,  an  annual  c}i&cl)  budget  exceeding  <$4  billion  and  the  relentless  quest  to  uncover  the 
mysteries  of  the  universe.  Jn  c7Yorth  America  alone,  Hitachi  scientists  are  exploring  areas  as 
diverse  as  digital  signal  processing,  auto  emission  reduction  and  high  definition  television, 
^ffou  see,  we  believe  in  reaching  for  the  stars,  ^nd,  if  necessary,  beyond. 


©  1994  Hitachi,  Lid.  Tokyo.  Japan  All  Rights  Reserved 


Gazprom 

under  development  to  meet  all  its 
possible  needs — domestically  and  in 
the  export  market — lor  the  next  two 
decades  at  least.  It  is  only  gradually 
depleting  the  world's  two  largest  gas 
fields,  Yamburg  and  Urengoy,  in 
western  Siberia. 

Those  fields  are  almost  1,500  miles 
from  major  Russian  population  cen- 
ters, and  almost  3,000  miles  from  the 
eastern  border  of  Germany,  the  main 
export  market  for  Russian  gas.  The 
Yamal  field  is  even  farther  away,  in 
even  more  inhospitable  terrain.  De- 
veloping them  at  heavy  cost  would 
seem  to  be  a  low  priority  for  a  finan- 
cially hard-pressed  company. 

In  the  old  order,  the  Soviet  govern- 
ment could  have  simply  decided  to 
appropriate  government  money  and 
not  ask  anyone's  opinion.  Those  days 
are  gone.  Ordinary  Russians  know 
that  Viktor  Chernomyrdin  wants  to 
be  Russia's  next  president.  They  also 
know  about  his  connection  to  Gaz- 
prom. For  the  sake  of  his  political 
ambitions,  Chernomyrdin  has  to  be 
careful  about  throwing  big  money 
Gazprom's  way.  This  casts  a  consider- 
able cloud  over  Rem  Vvakhirev's 
plans  for  Yamal. 

It  gets  worse.  Gazprom's  major 
customers  are  Russia's  electric  utili- 
ties. These  rarely  get  paid  by  consum- 


ers, so  they  can't  pay  Gazprom  for  the 
fuel  they  burn.  Gazprom  is  forbidden 
by  law  from  cutting  off  supplies  to  the 
power  companies.  Which  means  that 
Gazprom  gets  paid  in  ious  for  about 
half  of  its  production. 

Sometimes  Gazprom  is  reduced  to 
settling  its  accounts  with  bartered 
goods.  This  is  why  Gazprom's  assets 
include  shoe  and  textile  factories,  67 
meat  packaging  plants  and  800,000 

Earlier  this  year 
Chernomyrdin  and  Gazprom 
started  the  Our  House 
Russia  Party.  Guess  where 
the  money  came  from? 


acres  of  farmland.  You  can't  develop 
gas  fields  or  repair  pipelines  with  tex- 
tiles and  pork  sausage. 

Another  big  customer  that's  be- 
hind on  its  Gazprom  bill  is  the  gov- 
ernment of  Ukraine,  which  stiffs 
Gazprom  to  the  tune  of  over  $2  bil- 
lion a  year. 

Gazprom  has  tried  to  force  Ukraine 
to  pay  up  by  cutting  back  on  gas 
supplies,  but  the  move  badly  back- 
fired. The  main  export  pipeline  for 
Russian  gas  to  Europe  runs  through 


Ukraine.  Whenever  Gazprom  cuts  ga 
for  Ukraine,  the  Ukrainians  make  u) 
the  shortfall  by  siphoning  off  gas  fron 
the  export  pipeline.  Vyakhirev  want 
to  solve  this  problem  by  building  ; 
new  export  pipeline  that  would  by 
pass  Ukraine  by  going  through  Be 
larus  and  Poland  instead.  But  the  nev 
line  won't  be  completed  unless  Vya 
khirev  can  find  $4  billion  to  build  it. 

Gazprom's  only  secure  source  o 
cash  is  the  gas  it  exports  to  Europe 
Last  year  the  company  sold  gas  worth 
$5.6  billion  to  Europe,  almost  half  ol 
which  the  Russian  government  took 
in  taxes. 

No  Western  bank  will  lend  Gaz 
prom  any  money  for  the  Yamal  proj 
ect  unless  Gazprom  signs  a  long-term 
contract  for  the  gas  with  a  European 
gas  company.  But  the  chances  of  this 
happening  are  nil.  The  Europeans  are 
already  doing  everything  possible  to 
reduce  their  reliance  on  Russian  gas, 
which  currently  accounts  for  about 
60%  of  all  Europe's  gas  imports. 
"They  [Gazprom]  are  just  too  arro- 
gant and  too  difficult  to  deal  with," 
complains  a  senior  executive  at  one  of  I 
Gazprom's  largest  European  custom- 
ers. "They  think  we  should  come  to 
them  begging  for  their  gas." 

The  European  buyers  plan  large 
increases  in  imports  of  North  Sea  gas 


Another 
Gazprom 
compressor 
due  for  an 
overhaul. 
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In  the  next  90  days 
Manpower 

will  train  over 

200,000  temporary 

office  workers  on 

Microsoft  Windows  95! 


How  else  could  we  guarantee 
our  customers  high  quality  temporary 
help  matched  to  their  specific  needs? 


We've  earned  our  position  as  world  leader  in  the  temporary  help 

field  by  keeping  our  vast  workforce  at  the  leading  edge  of 

office  technology  advances  through  unique  and  continuous  training. 

Our  new  modules  for  the  Microsoft  Windows  95  operating  system 

and  Office  95  have  been  a  full  year  in  preparation  and  are  now 

operative  in  all  Manpower  offices. 


MANPOWER 

ISO  9002-87  Registration  Certificate 

issued  to: 
Manpower  International  Inc. 
A  Microsoft  Solution  Provider  World  Headquarters 


Advertisement 


For  more  than  20  years, 
the  Smithsonian  Marine 
Research  Station  in  Fort 
Pierce,  Florida,  has  served  as  a 
scientific  Mecca  for  marine  biologists 
eager  to  study  the  vast  biodiversity 
around  and  along  the  Florida  coast. 
And  now  the  research  facility  is 
planning  a  permanent  home  in  order 
to  further  its  important  work. 

As  a  research  arm  of  the 
Smithsonian's  National  Museum 
of  Natural  History,  the  marine  station 
is  one  of  the  world's  preeminent 
centers  for  the  study  of  marine 
biodiversity.  It's  a  way  station  of 
sorts,  a  place  where  Smithsonian 
scientists  and  their  colleagues 
throughout  the  world  can  study 
a  rich  array  of  marine  organisms 
in  their  natural  habitat. 

The  facility 
is  overseen  by 
Dr.  Mary  Rice, 
who  for  more 
than  30  years 
has  studied 
the  biology 
of  oceans  and 
inlets  in  order 
to  enhance 
the  world's 
understanding 
of  how  to 
preserve  the 
life  that  exists 
below  the 
water's  surface. 


A  New  Home  On 
Solid  Ground 

Dr.  Rice  has  carried  out  the 
Smithsonian's  research  even  though 
her  laboratory  sits  atop  an  aging, 
World  War  H-era,  U.S.  Army  barge. 
She  and  her  staff  have  fought  a 
constant  and  admirable  battle 
against  a  rusting  hull  and  antiquatei 
utilities.  The  floating  research  facility 
offers  neither  the  stability  nor  the 
dependability  her  team  needs  to 
conduct  sophisticated  experiments, 
such  as  using  electron  microscopes 
to  investigate  the  cell-by-cell 
development  of  marine  life. 


Breakin 
New 
Trails 


Profiles  of  Americans 
Making  a  Difference 

Brought  To  You  By  The  Ford  Explorer 


Dr.  Mary  E.  Rice 

Director,  Smithsonian  Marine  Station  at  Link  Port 


But  Dr.  Rice's  struggle  is  coming  to 
an  end.  Earlier  this  year,  the  Smithsonian 
Institution  purchased  eight  acres  of  land 
on  Causeway  Island,  Ft.  Pierce,  FL,  on 
which  to  erect  a  permanent  laboratory. 

Ford  Motor  Company  has  joined  this 
effort  as  well.  As  part  of  its  sponsorship 
of  the  Smithsonian  Institution's  Ocean 
Planet  exhibition  and  marine  conservation 
educational  program,  Ford  has  helped  the 


Marine  Station's  mission  by  donl 
a  new  1995  Ford  Explorer  Eddie  j 
Bauer.  With  more  overall  passer  j 
and  cargo  space  than  any  other 
leading  compact  sport  utility  veil 
the  Explorer  has  proven  to  be  thl 
ideal  mode  of  transportation  to  il 
both  scientists  and  equipment  tcl 
from  their  research  sites.  And  Fcl 
new  Control  Trac  automatic  4-wl| 
drive  feature  is  providing  the  coi  | 
dence  necessary  to  traverse  the 
diverse  and  often  difficult  drivinj 
conditions  one  encounters  in  thi| 
line  of  field  research. 

Exploring  A  Vibrant 
Ecosystem 

In  fact,  the  Florida  Coast  offers  r 
more  marine  diversity  than  anyw)L 
in  the  United  States,  another  reasfcs 
a  permanent 
facility  is  neeif 
so  badly.  "Thiil 
is  an  ideal  ' 
location  for  I 
marine  study  9 
because  it's  irl 
a  biogeographl 
transitional  zi| 
where  we  havl 
temperate  ancfj 
tropical  envircf 
ments,"  says  | 
Dr.  Rice.  "With  I 
miles  of  our 
facility,  we 
have  estuaries  I 
mangroves,  ml 
flats,  oyster  reefs  and  sea  grass  bJ 
—  aft  vital  to  supporting  marine  lif  I 
Off  the  coast,  our  scientists  study  tl 
ecosystems  of  oyster  reefs,  barrier! 
islands,  the  Gulf  Stream  and  the  r 
Continental  Shelf.  It's  a  unique, 
highly  vibrant  marine  environmenj 
that  allows  for  exceptional  researl 
and  scientific  investigation." 

Ford  Motor  Company  is  proud 
to  support  such  an  effort  and  prou< 
that  the  Ford  Explorer,  America's 
best  selling  compact  sport  utility 
vehicle,  could  play  a 
role  in  such  a 
vital  endeavor. 
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See  How  The  Other  Three  Quarters  Lives. 

The  New  Ford  ExpTorer.  Proud  Sponsor  Of  Ocean  Planet. 
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Gazprom 

from  Norway  and  Britain,  and  from 
Algeria  in  the  south.  There  are  even 
serious  proposals  to  build  a  large  pipe- 
line to  Europe  from  Iran,  which  has 
the  second-largest  reserves  of  gas,  af- 
ter Russia. 

In  another  affront  to  Gazprom, 
Germany's  largest  gas  distributor, 
Ruhrgas,  is  now  competing  within 
Gazprom's  former  monopoly  mar- 


kets in  Eastern  Europe:  Hungary,  the 
Czech  Republic  and  Poland.  Ruhrgas 
will  be  delivering  Dutch  and  Norwe- 
gian gas,  using  the  same  pipelines  now 
transporting  Gazprom  gas  through 
these  Eastern  European  countries  to 
the  West. 

One  avenue  remains  open  to  raise 
cash:  selling  a  stake  in  Gazprom  to  a 
large  foreign  oil  company,  a  consor- 


Russia's 
Prime  Minister 
Viktor 

Chernomyrdin 
Through  Gaz- 
prom he  controls 
Russia's  largest 
political 
slush  fund. 


A  section  of  Gazprom's  giant  export  pipe 

Once  the  pipelines 

disintegrate, 

so  does  Gazprom. 


tium  of  foreign  companies  or  to  indl 
vidual  foreign  investors.  A  year  agl 
the  Russian  government  agreed  to  sej 
Gazprom  a  9%  stake  in  itself  for 
bargain  $140  million,  on  the  condij 
tion  it  resell  these  shares  to  foreigf 
investors  and  use  the  foreigners'  capij 
tal  to  expand.  Vyakhirev  appointed 
the  British  investment  house  Klein! 
wort  Benson  to  market  the  shares! 
The  Brits  promised  him  they  coulJ 
sell  the  9%  stake  for  at  least  $2il 
billion.  That  price  would  value  all  cd 
Gazprom  at  $278  billion,  about  thre<| 
times  Exxon's  market  capitalization! 
Says  Vyakhirev:  "My  estimate  is  thai 
Gazprom  is  worth  at  least  $500  bill 
lion" — more  than  Exxon,  Royal 
Dutch/Shell,  Chevron  and  Mobil  Oi  | 
combined. 

That  number  brings  snickers  frorrj 
abroad.  Kleinwort  Benson's  bankers! 
have  tried  to  peddle  the  Gazprorrra 
shares  to  a  group  of  European  andj 
American  energy  companies,  includ-j 
ing  British  Gas,  Germany's  Ruhrgas,! 
Mobil,  Enron  and  Amoco.  None  was! 
interested.  Chortles  a  senior  executive*] 
at  one  of  the  companies:  "Buy  a  stakeJ 
that  values  Gazprom  at  almost  $300] 
billion?  You  must  be  kidding!" 

There  are  smart  people  in  Russia! 
who  want  to  break  up  the  Gazprom 
behemoth  and  end  its  monopoly  con- 
trol  over  the   country's   potentially] 
valuable  gas  reserves.  But  breaking  up  i 
Gazprom  would  run  directly  counter ' 
to  the  personal  interests  of  Rem  Vya- 
khirev   and    Viktor    Chernomyrdin. 
The  latter  has  his  sights  set  on  Boris 
Yeltsin's  job.  Getting  it  will  take  seri- 
ous money,  which  makes  it  imperative 
for  Chernomyrdin  and  Vyakhirev  to 
maintain   control   of  the    Gazprom 
piggy  bank. 

Earlier  this  year  Chernomyrdin  and 
Gazprom  jointly  started  a  political 
party,  the  Our  House  Russia  Party. 
Guess  where  the  money  came  from? 

At  Gazprom's  annual  meeting  in 
May,  Vyakhirev  pushed  through  a 
new  rule  which  allows  only  sharehold- 
ers with  a  minimum  of  8  million 
shares  to  vote.  Which  means  that  only 
Vyakhirev  and  a  few  cronies  can  vote. 
In  best  Soviet  style,  all  management's 
proposals  were  approved  at  the  annu- 
al meeting  by  a  majority  of  99.9%. 
The  line  between  politics  and  busi- 
ness in  Russia  seems  as  blurred  as 


ever. 
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Squeezed  by  HMOs,  many  doctors  are  joining 
a  new  kind  of  organization  that  serves  as  a  buffer 
between  them  and  the  HMO. 

M.D.  Inc. 


By  John  R.  Hayes  and  Howard  Rudnitsky 


Fed  up  wrestling  with  the  nine  ex- 
panding health  maintenance  organi- 
zations operating  in  Cincinnati,  in- 
ternist Dr.  Donald  Saelinger  and  29 
associates  sold  their  practices  in  July. 
He  says  of  the  deal:  "If  you  are  a 
small  doctor  group,  you  will  not  be 
able  to  make  a  living."  Already  in 
Cincinnati,  internists,  family  practi- 
tioners and  pediatricians  have  seen 
their  incomes  drop  10%  from  two 
years  ago.  Specialist  fees  have  fallen 
by  as  much  as  50%. 

The  doctors  could  have  walked 
away  with  millions  in  cash  by  selling  to 
a  local  hospital  or  even  an  HMO.  In- 
stead they  took  stock  in  a  subsidiary  of 
$125  million  (sales)  Norwalk,  Conn.- 
based  Health  Partners,  a  new  kind  of 
health  care  company  known  as  a  phy- 
sician practice  management  compa- 
ny, or  PPM. 

What's  a  PPM?  A  way  to  put  in 
doctors'  pockets  some  of  the  money 
that  now  flows  to  the  bottom  line  at 
hmos.  It  acts  as  a  kind  of  middleman 
between  doctor  and  hmo — render- 
ing services  to  the  doctors  that  make 
the  doctors  more  efficient  and  band- 
ing the  doctors  together  into  groups 
that  can  bargain  hard  with  the  HMOs. 
As  things  now  stand,  since  many 
medical  practices  have  no  real  idea  of 
where  their  costs  lie,  they  are  limited 
in  the  kinds  of  contracts  they  can  sign 
with  HMOs. 

Enrolling  large  groups  of  doctors, 
PPMs  can  now  sell  complete  medical 
service  packages  to  hmos  at  a  fixed 
fee — everything  from  flu  shots 
to  heart  surgery.  For  the  doc- 
tors the  PPMs  help  negoiiate 
volume  contracts  with  other 
health  care  providers  like  hos- 
pitals and  specialists.  They  also 
do  all  the  billing,  scheduling, 
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staffing  and  paperwork.  Instead  of 
being  60%  doctor  and  40%  manager, 
the  doctor  becomes  100%  doctor. 
And  since  the  PPM  can  do  the  office 
management  better  than  the  doctor, 
it  can  save  him  lots  of  monev. 

"The  PPMs  are   driven   by  physi- 
cians,"   says    Jo    Ann    Month,    a 
health  care  securities  analyst 
with  Bear,  Stearns.  "They 
help     them     develop 


skills  to  earn  more  money  in  a  man- 
aged-care environment." 

To  repeat,  PPMs  are  middlemen. 
hmos  still  sell  the  policies,  provide  the 
patients  and  deal  with  insurance  regu- 
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orale,  recent  research  has  shown  that,  over  the  long  term, 

ost  companies  who  downsize  to  increase  shareholder 

alue  are  unsuccessful  in  their  quest. 

At  Mercer  Management  Consulting,  we  believe  in  a  very 

ifferent  kind  of  strategy.  It's  called  growth.  Call  us  radical, 

»ut  the  plain  fact  is  that  shrinking  without  a  plan  for 

rowth  is  like  training  hard  and  never  running  the  race. 

rowth  generates  positive  momentum  and  creates  a 

"enewed  sense  of  purpose. 


Mercer  is  dedicated  to  helping  companies  create  and 
implement  realistic  strategies  for  profitable  growth.  An 
approach  which  is  not  only  much  more  motivational  than 
shrinking,  but  is  also  proven  to  offer  the  highest  leverage  in 
creating  shareholder  value.  To  receive  Mercer's  commentary, 
Pathways  to  Growth,  or  to  see  the  proof,  call  Rob  Duboff, 
Director,  at  (617)  674-3355. 
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D  1995  Mercer  Management  Consulting 


Doctors'  revenge 

The  doctors  are  in 

Company/headquarters 

IPO 

date 

1994 

revenues 

($mil) 

Market 

cap 

($mil) 

recent 

—Earnings 
1994 

per  share— 
1995  est 

P/E 

1995 

est 

latest  12  mos 
high    low 

American  Oncology  Resources/Houston 

6/95 

$20 

$283 

34% 

36% 

251/e 

$0.08 

$0.53 

65 

Caremark  Intl/Northbrook,  III 

NA 

2,426 

1,536 

21% 

26% 

16 

1.28 

1.06 

20 

Coastal  Physician  Group/Durham,  NC 

6/91 

748 

354 

l51/8 

37% 

l21/4 

1.39 

0.78 

19 

FPA  Medical  Management/San  Diego 

10/94 

18 

78 

11% 

12% 

5% 

0.10 

0.18 

65 

InPhyNet  Medical  Management/Fort  Lauderdale 

8/94 

253 

252 

20% 

22% 

9% 

0.82 

0.95 

21 
70 

MedPartners/Birmingham,  Ala 

2/95 

75 

415 

25% 

27 

14% 

-0.14 

0.37 

OccuSystems/Dallas 

5/95 

59 

337 

20% 

21% 

15% 

0.14 

0.42 

48 

Pacific  Physician  Services/Redlands.  Calif 

11/91 

210* 

220 

16% 

19% 

10% 

0.55* 

0.71* 

24* 

PhyCor/Nashville 

1/92 

243 

778 

40 

42 

19"/64 

0.62 

C.89 

46 

Physician  Reliance  Network/Dallas 

11/94 

70t 

568 

27% 

27% 

14% 

0.24 

0.68 

40 

'Fiscal  year  ends  July.    tReflects  change  to  Dec.  31  fiscal 

year.    NA 

Not  applicable. 

Sources:  Bloomberg  Cos. ; 

Value  Line:  IBES  Inc. 

Physician  practice  management  companies  have  found  a  way  to  cut  the  doctor 
in  on  profits  that  up  until  now  HMOs  have  been  making  at  his  expense. 
Wall  Street  is  impressed— and  is  providing  plenty  of  capital  to  expand. 


lators.  The  PPM  doctors  still  doctor, 
but  now  they  are  assuming  some  of 
the  financial  risk  that  had  been  taken 
by  hmos. 

'  In  1992  Dr.  John  Peat  of  the  Sadler 
Clinic  outside  of  Houston  and  his 
partners  sold  their  19-doctor  practice 
for  $4.5  million  to  another  PPM,  Phy- 
Cor,  Inc.,  based  in  Nashville.  With 
PhyCor's  cost  accounting  and  infor- 
mation systems,  Peat's  doctors  can  do 
for  themselves  what  hmos  traditional- 
ly do:  figure  what  the  costs  are,  how  to 
lower  them  and  how  low  they  can  bid 
for  fixed-fee,  full-service  contracts 
with  hmos. 

These  so-called  capitated  contracts 
have  worked  well  for  the  Sadler  Clin- 
ic, which  has  contracts  to  provide  full 
medical  coverage  for  8,000  HMO 
members.  "Every  doctor  in  this  clinic 
is  doing  better  today  than  he  would 
have  been  doing  had  we  not  done  the 
PhyCor  deal,"  says  Peat. 

Today  PPMS  are  paying  $250,000 
and  more  per  doctor  for  physician 
practices.  That  covers  equipment  and 
accounts  receivable.  They  also  sign 
long-term  contracts  with  the  doctors. 
Structures  vary,  but  often  a  local 
board  equally  representative  of  doc- 
tors and  PPM  executives  is  in  charge. 
PPM  managers  may  suggest  forgoing 
purchases  of  expensive  new  equip- 
ment, switching  malpractice  under- 
writers or  bidding  aggressively  on  a 
new    hmo   contract,  but  the   board 
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approves  the  proposals.  In  the  event 
of  a  tic  vote,  the  PPM  has  final  say  on 
budget  issues  and  the  doctors  retain 
control  of  clinical  decisions. 

What's  in  it  for  the  PPM?  A  piece  of 
the  action.   Formulas  van'  tremen- 


The  doctors  could  have 
walked  away  with  millions 
in  cash  by  selling  their 
practices  to  a  local  hospital 
or  even  an  HMO.  Instead 
they  took  stock  in  a  new  kind  of 
health  care  company  known 
as  a  PPM. 


dously,  but  a  ppm  can  get  10%  to  50% 
of  the  pretax  profits.  The  doctors 
divvy  up  the  remainder. 

As  the  table  above  shows,  the  ppms 
are  growing  rapidly.  Roughlv  two 
dozen  PPMs  now  constitute  a  $3  bil- 
lion to  $4  billion  (revenues)  industry 
that  many  people  think  could  easily 
surpass  $30  billion  within  a  decade. 
There's  ample  room  to  grow.  The 
nation's  650,000  physicians  generate 
about  $200  billion  a  year  in  revenues. 
So  tar  the  ppms  have  captured  only  2% 
of  that  business. 

Started  just  seven  years  ago,  Phy- 
Cor did  $242  million  in  sales  last  year 
and  will  probably  reach  $400  million 
this  year.  A  large  diversified  health 
care  company  in  Northbrook,  111., 
Caremark  International,  is  shedding 
assets  like  its  home  infusion  business 
to  focus  on  physician  practice  man- 
agement. Caremark  booked  $190 
million  in  ppm  revenues  last  year;  by 
the  end  of  this  year  the  figure  could 
reach  $400  million. 

In  mid-August,  Birmingham, 
Ala.'s  two-year-old  MedPartners 
Inc.  announced  that  it  will  acquire 
the  country's  largest  privately  owned 
physician  group,  Long  Beach,  Cal- 
if.'s  Mullikin  Medical  Enterprises, 
for  stock  worth  about  $400  million. 
If  the  deal  closes,  MedPartners  will 
emerge  as  the  industry's  largest  PPM, 
with  estimated  revenues  next  year  of 
nearly  $1  billion. 
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octors  revenge 

Most  of  the  PPM  companies  follow 
iffcrent  strategies.  Before  announc- 
lg  plans  to  buy  Mullikin,  Med- 
aitners  tended  to  buy  small  prac- 
ces,  5  to  10  doctors,  and  then  con- 
)lidate  them  until  it  had  a  practice  of 
p  to  200  physicians  in  one  market. 
hyCor  Inc.  and  Caremark  (formerly 
art  of  Baxter  International )  are  Iook- 
ig  to  buy  large,  multispecialty  physi- 
ian  practices  employing  over  100 
octors.  Other  ppms  concentrate  on 
jeveloping  large  practices  based  on  a 
ingle  specialty — like  oncology,  oph- 
thalmology, cardiology  or  even  work- 
rs'  compensation.  San  Diego's  Pacif- 
:  Physician  Services  owns  its  own 
ospital,  and  Coastal  Physician 
3roup,  in  Durham,  X.C.,  even  runs  a 

ew  HMOS. 

After  buying  a  large  practice,  the 
pms  go  to  work  on  the  group's  oper- 


For  the  doctors,  the  PPMs  do 
all  the  billing,  scheduling, 
staffing  and  paperwork,  and 
negotiate  contracts  with 
hospitals  and  specialists. 
Instead  of  being  60%  doctor 
and  40%  manager,  the  doctor 
becomes  100%  doctor. 


ating  costs  by  getting  volume  dis- 
counts for  supplies  and  malpractice 
insurance.  They  frequently  install  so- 
phisticated computer  systems  to  auto- 
mate medical  records,  monitor  medi- 
cal procedures  and  track  each  physi- 
cian's cost  and  performance.  In  short, 
they  do  real  cost  accounting — every - 
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thing  but  time  and  motion  studies. 

Small  changes  can  result  in  big 
sa\  ings.  After  the  doctors  at  the  Sadler 
Clinic  sold  out  to  PhyCor,  PhyCor's 
manager  trimmed  the  number  of 
nurses  and  clerks  at  the  practice  from 
an  average  of 4.6  per  phvsician  to  3.9, 
saving  over  S500,000  a  year  as  the 
clinic  doubled  in  size. 

One  aspect  of  a  practice  that  comes 
under  sharp  scrutiny  is  major  equip- 
ment purchases.  Says  MedPartners 
Chairman  Larry-  House:  "They  [the 
practice's  physicians]  have  to  show 
that  the  return  on  the  investment  will 
be  in  excess  of  20%.  If  they  can't,  it 
won't  be  bought." 

Rugged  individualists  that  many  of 
them  are,  some  doctors  just  won't 
take  the  regimentation.  "We  lost  two 
doctors  this  year  who  didn't  like  the 
idea  of  being  identified  with  a  cor- 
poration," savs  Dr.  John  Langc, 
whose  130-physician  clinic  in  Fort 
Smith,  Ark.  was  purchased  by  Phy- 
Cor a  year  ago.  "A  lot  of  the  value 
PhvCor  adds  is  invisible,  like  saving 
one-third  on  our  malpractice  premi- 
ums. So  we  have  disagreements  be- 
tween  the  doctors,  who  think  they  do 
the  work,  and  the  managers,  who 
write  the  checks."  Lange  says  a  lot  of 
his  doctors  grouse  about  having  to 
share  computers. 

Given  the  rapid  success  of  this  con- 
cept, it's  no  surprise  that  Wall  Street 
has  latched  on  to  it.  In  the  past  year 
eight  ppms  have  gone  public,  raising 
over  S350  million  in  new  capital. 
Many  of  the  stocks  sell  at  better  than 
35  times  earnings.  Some,  like  Med- 
Partners, are  closer  to  70  times.  An- 
other half  dozen  privately  owned 
PPMs  could  go  public  this  year  or  next. 
Think  of  it  this  way:  A  PPM  can  sell  its 
stock  at  around  10  to  20  times  cash 
flow  i  defined  as  earnings  before  inter- 
est and  taxes),  then  use  the  money  to 
buy  a  group  practice  at  around  3  to  7 
times  the  practice's  EBIT.  A  nice  piece 
of  arbitrage. 

"I  think  you'll  see  a  shakeout  earli- 
er in  this  industry  than  in  most — in 
two  to  three  years,"  predicts  Med- 
Partners Chairman  House.  First  to 
falter  will  be  ppms  that  can't  deliver  on 
their  fixed-price  capitated  contracts — 
either  because  they  bid  too  aggres- 
sively or  because  they  grew  too  fast 
and  don't  have  the  expertise  to  man- 
age   costs.    Take    Coastal    Physician 


Group.  It  grew  too  rapidly  in  its 
Florida  market  and  became  depen- 
dent on  Humana  Inc.,  the  big  HMO, 
for  most  of  its  patients.  When  Hu- 
mana demanded  additional  pharmacy 
benefits  without  raising  the  fee  it  paid 
Coastal,  Coastal  began  losing  money 
and  patients — up  to  1 ,000  patients  a 
month.  Coastal  reported  a  S12  mil- 
lion loss  for  the  second  quarter  and 


"We  had  new  contracts 
coming  in  every  day.  We  just 
signed  them.  On  some  of 
them,  the  more  patients  we 
saw,  the  more  money  we  were 
losing.  You  need  someone  who 
understands  what  these 
papers  say  and  mean." 


said  it  may  exit  the  South  Florida 
market;  its  stock  has  plunged  60% 
from  its  peak. 

More  Coastals  there  will  be,  but 
the  PPM  movement  is  here  to  stay. 
Listen  to  Dr.  Peter  Sherman,  who 
last  year  sold  his  Palm  Beach,  Fla. 
obstetrics/gynecology  group  to 
MedPartners.  "We  had  new  con- 
tracts coming  in  every  day — from 
hmos,  ppos  [preferred  provider 
organizations],  interspecialty  net- 
works, single  specialty  networks," 
says  Sherman.  "We  just  signed 
them.  Then  we  found  out  that  on 
some  of  them,  the  more  patients  we 
saw,  the  more  money  we  were  los- 
ing. You  need  someone  who  under- 
stands what  these  papers  say  and 
mean.  MedPartners  keeps  an  eagle 
eye  on  that."  IB 
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AN    INTERVIEW   WITH 
NIOR    MINISTER    LEE    KUAN   YE1 

By  Michael  Bociurkiw   June  29,  1995  at  Istana 


Q  :  Singapore  has  many  attractions 
to  U.S.  investors.  Which  do  you  feel 
are  the  most  significant? 

A  Z  First,  we  have  a  strategic  geo- 
graphic location.  Second,  we  are 
also  the  center  of  communications 
and  finance.  Third,  we  have  an 
English-speaking  environment.  The 
Government  works  in  English  and 
all  the  workers  speak  English.  That 
makes  it  convenient  for  Americans 
and  others.  Fourth,  we  have  a 
corruption-free  and  efficient  govern- 
ment that  makes  decisions  on  the 
merits  of  each  case. 

Q  :  Are  you  satisfied  with  the 
current  levels  of  U.S.  investment  here? 

A  :  Yes.  We've  had  a  considerable 
flow  of  new  investments  and  an 
expansion  of  existing  investments. 
Mobil  has  about  US$2.5  billion 
invested,  up  from  US$18  million  in 
1968,  and  their  capacity  is  now 
about  250  million  barrels  per  day. 
That  will  go  up  to  300  million 
before  the  end  of  this  decade.  They 
are  also  expanding  many  downstream 
products.  It's  a  vote  of  confidence  in 
the  efficiency  of  the  oil  industry. 

Q  :  There  has  been  some  concern 
about  costs  going  up  here. 

A  :  Well,  that's  a  problem  which  all 
successful  newly  industrialized 
economies  are  facing.  The  currency 
goes  up,  wages  go  up  and  push 
many  other  things  up.  Land  prices 
have  gone  up,  so  rents  go  up. 

Fortunately,  the  labor  force  has 
been  upgraded  over  the  years.  They 
are  better  educated  and  better  trained. 
So  productivity  has  stayed  ahead  of 
wage  increases  for  the  past  ten  years. 


And  although  our  currency  has 
appreciated  against  the  U.S.  dollar,  it 
has  depreciated  against  the  yen  and 
the  DM.  We  are  fairly  modesdy  placed. 
It  is  not  going  through  the  roof. 

The  key  is  the  upgrading  of  our 
industries  —  automation,  computer- 
ization, robotics  —  these  all  require 
better-trained  workers.  Fortunately 
we've  been  able  to  produce,  in 
adequate  numbers,  engineers  and 
technicians  from  our  two  universities 
and  four  polytechnics.  Twenty 
percent  of  each  year's  cohort  of 
students  are  university  graduates 
and  40%  are  technicians  at  the 
polytechnic  level. 

But  it's  a  constant  battle  to  keep 
costs  down.  We  try  to  keep  utility 
charges  down,  rents  down.  We  are 
cheaper  than  Hong  Kong. 

The  ultimate  question  is:  Are  we 
able  to  move  op  to  higher  value- 
added  manufacturing?  If  not,  then 
we  are  held  back,  we  can't  upgrade, 
or  we  are  hollowed  out  as  we  lose 
manufacturing  and  have  only 
services  —  which  is  a  dangerous 
position  as  Hong  Kong  has  found  out. 

Q  :  Is  upgrading  happening  fast 
enough? 

A  :  Well,  we've  been  pushing  it 
since  1979  when  we  forced  the  pace 
on  employers  by  restricting  the 
number  of  guest  workers  that  we 
can  employ  as  a  ration  of  the  work 
force.  This  forced  them  to  upgrade. 
We  have  also  actively  encouraged 
the  lower-value-added  factories  to 
relocate  to  free  land  and  free  labor. 
They  are  relocating  in  many  countries. 

It's  a  twin  strategy:  first,  upgrade 
the  workforce  and  get  them  to  work 
on  better  machines  and  have  higher 
productivity.  Second,  actively  phase 
out  the  non-competitive  manufactur- 
ing which  cannot  keep  pace  with  the 
higher  wages. 


Q  :  Are  you  happy  with  the  pace  cW-'- 
which  Singaporean  firms  are  invest-  f 
ing  overseas? 
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A  :  It's  not  as  fast  as  it  could  have 
been  if  we  were  better  prepared.  W< 
are  not  as  well-prepared  because  wt 
lack  the  entrepreneurial  backgrounc 
Singapore  is  such  a  cozy  place  that 
managers  and  workers  are  happy  to 
stay  put.  So  when  the  multinational: . 
want  to  take  them  abroad,  they  pay  I 
Singaporeans  special  compensation  ' 
packages  to  make  it  attractive. 
We've  pointed  out  that  in  the  future 
you'll  never  reach  the  top  unless 
you've  had  foreign  experience  — 
that's  had  some  effect  and  now 
they're  more  willing  to  go. 

We  are  more  stuck  at  home  than 
Dutchmen  or  Swiss  or  other  small 
nations.  They  have  mature 
economies  and  have  been  going 
abroad  for  generations.  A  Dutchman  Hi 
doesn't  think  twice  about  going 
abroad  to  Indonesia  or  Brazil  or 
wherever.  The  Singaporean  balks  at 
the  idea  of  going  to  China.  He  says 
it's  the  end  of  civilization  because  he 
misses  all  his  creature  comforts. 
Even  Vietnam  —  although  it's  just 
an  hour-and-a-half  away  —  they 
won't  take  their  families  there. 
We  have  to  breed  a  different 
generation  with  a  tougher  outlook 
on  life  because  without  going  through 
this,  they  will  not  be  able  to  get  to 
the  top  jobs  because  all  these  com- 
panies are  going  to  have  branches  in 
the  region.  Just  look  at  the  Japanese. 
They're  worldwide  with  over  a  million 
Japanese  living  and  working  abroad. 
And  they  are  the  most  insular  of 
people.  If  they  can  do  it,  we  can  too. 

Q  :  Why  is  it  so  vital  for  Singaporean 
firms  to  invest  overseas? 

A  :  If  you  don't  have  a  global 
reach,  you  will  soon  be  squeezed 
out.  So,  if  we  can't  even  reach  the 
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: '■'•<  egion,  whatever  exists  in  Singapore 
--4vill  sooner  or  later  be  overtaken  by 
ome  multinational  product  which 
vill  localize  and  knock  them  out. 

There  is  no  other  way.  This  is  the 
vay  all  businesses  are  going. 
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iQ:  Hong  Kong  reverts  to  Chinese 
sovereignty  in  1997.  Will  Singapore 
ibsorb  some  of  the  businesses  that 
may  want  to  move  out  of  there 
before  the  hand  over? 

A I  Marginally,  Hong  Kong  busi- 
ng ness  which  serves  China  will  stay  in 
Hong  Kong  because  it's  more  effi- 
ient  than  going  to  Guangzhou  or 
going  to  Shenzhen.  So,  whether  it's 
financial  services  or  other  profes- 
sional services,  they  will  stay  in 
Hong  Kong  to  serve  China. 

But  that  part  of  the  business  which 
used  to  serve  the  region  —  regional 
HQs  —  these  have  moved  or  are 
beginning  to  move  to  Singapore  and 
elsewhere.  It's  partly  because  rents 
are  very  high  in  Hong  Kong.  It's 
cheaper  in  Singapore,  and  they  don't 
have  to  be  in  Hong  Kong.  Many  are 
leaving  not  because  of  1997  but 
because  of  high  rents  and  high  labor 
costs.  So  many  Hong  Kong  execu- 
tives have  emigrated  to  Canada  and 
America  that  well-trained  employees 
have  exorbitant  wages.  That  makes 
the  regional  HQ  more  expensive  in 
Hong  Kong  and  cheaper  in  Singapore, 
Manila,  Bangkok  or  Kuala  Lampur. 


!Q  I  You  have  a  good  infrastructure 
here,  but  are  you  going  to  be  able  to 
keep  costs  down? 

A  :  We  have  a  policy  for  moderate 
rents  compared  to  Hong  Kong, 
Taipei  or  Tokyo.  But  we  are  more 
expensive  than  Manila. 

The  answer  is  to  increase  the  supply 
of  new  space  at  a  regular  pace  and 
not  have  boom  and  bust  cycles  — 
which  is  the  Hong  Kong  syndrome. 


In  fact,  at  the  current  rate,  what's 
coming  on  stream  makes  rentals  fall. 
There  are  so  many  million  square 
feet  becoming  available  in  the  next 
few  months  and  years.  There  is 
Suntec  City  —  they've  got  four  huge 
office  towers. 

Q I  What  is  the  benefit  to  Singapore 
of  establishing  industrial  parks  over- 
seas, in  places  like  China? 

A  :  We  get  to  know  key  officials 
and  become  close  associates  with 
them.  So  we  can  assess  the  risks  of 
what  their  capabilities  are  and 
whether  the  project  will  or  will  not 
take  off. 

It's  a  long-term  advantage.  It  will 
yield  dividends  after  five  and  even 
more  dividends  after  ten  years, 
because  by  then  we  will  know  their 
key  people  and  the  system  very  well. 
And  if  China  continues  to  boom,  we 
have  the  advantage  of  knowing  how 
they  work  because  we  have  been 
working  closely  with  them. 


When  big  companies  expand 
and  invest  then  we  will  be  useful 
partners  to  guide  them  to  the  right 
locations  and  the  right  decisions. 

Q I  An d  in  other  countries  you  are 
doing  this  and  it  is  helpful? 

A  :  Well,  Vietnam  wants  us  to  start 
a  park  of  10  square  kilometers  near 
Ho  Chi  Min  City.  But  there's  no 
firm  agreement  yet.  Unlike  Suzhou, 
where  the  first  factories  are  already 
in  operation.  It  should  be  firmed  up 
by  the  end  of  the  year. 

These  are  all  long-term  projects. 
We  are  not  going  to  make  money 
overnight.  But  successfully  executed, 
we  will  have  credits  there  in  these 
countries  which  we  can  cash  in  for  a 
very  long  time.  Credits  in  the  sense 
of  confidence  in  us,  key  personnel 
who  know  us  well  and  are  or  will  be 
in  high  positions.  They  will  know 
these  are  the  things  we  can  do  and 
we  can  be  trusted  to  do,  that  we 
can  deliver. 


*^ 


Singapore  Senior  Minister  Lee  Kuan  Yew 
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In  a  move  to  add  a  second  wing 
to  the  local  economy,  the 
Singapore  government,  assisted 
by  the  private  sector,  is  establishing 
large-scale,  state-of-the-art  industrial 
parks  in  the  region  and  encouraging 
local  firms  to  invest  heavily  in  the 
booming  Asia-Pacific  region. 

With  the  experience  gained  from 
its  world-class  airport,  telecommuni- 
cations and  industrial  facilities,  it 
should  come  as  no  surprise  that 
Singapore  is  eager  to  export  its 
know-how  overseas.  The  unique 
strategy  makes  sense,  given  that 
Singapore  has  limited  land  and 
resources  and  has  acquired  unparal- 
leled expertise  in  most  regional 
markets.  What's  more,  local  officials 
and  business  leaders  are  well-versed 
in  the  languages  and  cultures  of 
their  neighbors  and  can,  in  many 
cases,  involve  some  of  the  3,000 
multinational  corporations  based 
in  Singapore.  The  Economic 
Development  Board's  (EDB) 
Regionalization  2000  program 
supports  flagship  regional  projects. 

The  overseas  drive  has  been 
pnxreeding  at  a  breathtaking  pace: 
According  to  recent  figures,  Singapore 
ranks  as  one  of  the  top  investors  in 
Vietnam,  with  29  projects  worth 
US$597.7  million.  It  is  also  among  the 
top  five  investors  in  Thailand  and 
Malaysia,  and  has  a  respectable  presence 
in  the  Philippines,  Indonesia  and  China. 

Says  EDB  Chairman  Philip  Yeo, 
"We  are  just  a  little  boat.  If  we  don't 
move  ahead,  we  will  get  left  behind. 
If  this  government  did  not  take  active 
leadership  since  1965,  we  would  have 
remained  a  mere  trading  outpost." 

To  maintain  Singapore's  competitive 
position,  Yeo  stresses,  Singapore  is 
investing  millions  of  dollars  in  its 
educational  system  and  in  training 
programs  to  ensure  a  supply  of 
skilled  workers.  "Our  educational 


system  is  uniformly  good.  We  put  in 
whatever  money  can  buy,"  he  says, 
adding  that  efforts  are  also  being 
made  to  retrain  older  workers. 

The  investment  in  human  resources 
already  appears  to  be  paying  off  for 
the  island  city:  According  to  The 
Economist  Intelligence  Unit,  it  has 
the  highest- rated  workforce  in  Asia. 

This  is  perhaps  why  foreign  invest- 
ment, much  of  it  by  electronic  com- 
ponent and  petrochemical  firms, 
continues  to  pour  in.  Aside  from  a 
superior  workforce,  Singapore  has  a 
cosmopolitan  environment,  well- 
developed  infrastructure,  political 
stability,  strategic  location  and  rea- 
sonable costs  —  including  relatively 
low  annual  inflation  of  about  3%. 
Firms  also  like  the  generous  tax 
breaks  and  research  and  development 
concessions  brought  about  by  the 
EDB  and  other  government  agencies. 

"We  have  helped  many  U.S.  com- 
panies grow  and  prosper,"  says  Yeo. 

In  a  recent  survey  of  Hong  Kong 
firms,  about  80%  of  those  considering 
moving  were  looking  at  Singapore  — 
where  costs  are  rising,  but  at  rates  as 
much  as  20%  lower  than  Hong  Kong. 

In  the  past  three  years,  several 
U.S.-based  satellite  television  concerns 
have  moved  into  Singapore.  Says 
William  Hooks,  vice  chairman  of  the 
American  Chamber  of  Commerce  in 
Singapore  and  president  and  chief 
executive  officer  of  HBO  Asia,  which 
is  now  headquartered  in  Singapore, 
"All  are  companies  which  decided 
that  Singapore  is  the  best  place  to  put 
part  or  all  of  their  operations.  Singa- 
pore works  for  a  lot  of  companies." 

One  recent  example  of  a  U.S. 
multinational  relocating  from  Hong 
Kong  to  Singapore  is  the  systems 
integration  company  Unisys,  which 
wanted  to  reduce  spiraling  costs. 
Exxon  Chemical,  Roche,  Citibank 
and  the  International  Air  Transport 
Association  (I ATA)  are  other  names 
establishing  new  regional  headquar- 
ters in  the  Lion  City. 

Many  of  the  multinational 
corporations  that  have  located  in 
Singapore  have  gone  regional  and 
are  hiring  Singaporean  managers  to 
represent  their  interests  overseas. 

Elsewhere  in  the  region,  Singapore 


is  making  a  name  for  itself  through 
its  key  role  in  the  development  of 
five  industrial  parks  stretching  from 
central  China  to  India. 

American  firms  have  found  the 
sites  established  so  far  to  be  good 
places  to  do  business  since  much  of 
the  red  tape  and  uncertainty  found 
elsewhere  in  China  have  been  reduced 
in  the  Singaporean  industrial  parks. 
The  parks  offer  prepared  land  for 
tenants,  either  to  build  their  own 
customized  factories  or  move  into 
ready-made  facilities. 

Because  Singapore  is  renowned 
the  world  over  for  its  expertise  in 
infrastructure  planning  and  develop- 
ment —  and  soft  skills  such  as 
facilities  administration  and  quality 
management  —  the  parks  have  had 
no  trouble  drawing  tenants. 
Outside  of  China,  industrial  parks 
have  been  established  in  Batam  and 
Bintan  in  Indonesia,  and  India's 
"Silicon  Valley"  of  Bangalore. 
Moreover,  the  sites  have  created 
greater  opportunities  for  U.S.  firms 
to  pursue  regional  business 
opportunities  with  Singapore  firms. 

U.S.  disk  drive  maker  Seagate 
Technology,  for  instance,  is  among 
the  22  predominantly  high-tech 
tenants  that  have  invested  some 
US$240  million  in  the  1,000-hectare 
Wuxi-Singapore  Industrial  Park. 
The  development  is  a  joint  venture 
led  by  Singapore  Technologies 
Industrial  Corporation  and  Jurong 
Environmental  Engineering. 

Yeo  also  points  to  another  project, 
expected  to  be  launched  in  August, 
led  by  Sembawang  Corporation, 
through  its  subsidiary  Sembawang 
Industrial  Pte.  Ltd.  —  a  government- 
linked  and  publicly  listed  company 

—  and  the  Jurong  Town  Corporation 

—  the  government's  industrial  land 
development  body  —  to  establish  a 
similar  1,000-hectare  park  in 
Vietnam  near  Ho  Chi  Minh  City. 

Says  Yeo,  "We  are  helping  the 
prosperity  of  others.  There  is  no 
other  country  in  the  region  that  does 
it  this  way.  The  facilities  in  these 
industrial  parks  are  conducive  to 
foreign  multinationals,  which  are 
used  to  the  quality  and  efficient  infra- 
strucmre  that  they  find  in  Singapore." 
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gapore.  Gateway  to  the  world's  most  dynamic  region.  And  home  to  some  5,000  foreign  companies,  1,800 

which  have  chosen  it  as  their  regional  headquarters.  A  place  where  sophisticated  port  and  airport 

ilities  combine  with  state-of-the-art  telecommunications.  Where  leisure  and  lifestyle  go 

id-in-hand  with  total  business  capabilities.  Linking  the  world  to  the  region  and  the  region 

the  world.  Think  Asia.  Think  Hub.  Think  Singapore.  Then  call  the  EDB  office  nearest  you.     Singaporet/niimited 

L  SINGAPORE  ECONOMIC  DEVELOPMENT  BOARD.  NORTH  AMERICA:  BOSTON  (617)  261-9981  •  CHICAGO  (312)  565-1100  •  LOS  ANGELES 
)  553-0199  •  NEW  YORK  (212)  421-2200  •  SAN  FRANCISCO  (415)  591-9102  •  WASHINGTON  DC  (202)  223-2  5  1  •  EUROPE:  FRANKFURT  (0  69) 
8-38    •    LONDON    (071)   839-6688    •    MILAN   (02)    79-92-77    •    PARIS   (01)  4500-1183    •    STOCKHOLM   (08)    663-"  188    •    SINGAPORE   (65)    336-2288 
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SINGAPORE-SUZHOU    TOWNSHIP 


One  unique  industrial  park 
that  Singaporean  know-how 
has  established  overseas  is 
the  Singapore-Suzhou  Township, 
strategically  located  just  80  kilome- 
ters west  of  China's  commercial 
capital  of  Shanghai  and  near  the 
Yangtze  River. 

Among  the  many  developments 
that  Singapore  is  building  overseas, 
Suzhou  has  been  earmarked  as  a 
showcase  development,  because  one 
of  its  main  goals  is  to  transfer  "soft- 
ware" know-how  such  as  public 
administration  and  economic 
development  to  its  Chinese  partners. 
"We  try  to  get  the  Chinese  to  fully 
adopt  our  ways  of  doing  things,"  says 
Wong  Hung  Khim,  chairman  of  the 
Jurong  Town  Corporation,  one  of 


German  electronics  giant  Siemens  has  already  begun 
production  of  hearing  aids  in  a  ready-built  factory  in 
the  singapore-suzhou  township. 


the  consortium  members.  To  this 
end,  Chinese  trainees  are  invited  to 
Singapore  to  take  courses  in  public 
administration,  urban  planning  and 
policy  administration. 
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"We  try  to  teach  them  things  like  |rea  for n 
how  to  be  user-friendly  to  foreign 
investors,"  says  Lim  Chee  Onn, 
chairman  of  the  China-Singapore 
Suzhou  Industrial  Park  Development 
Company,  Ltd.  "This  is  like 
opening  a  window  to  them  on  the 
outside  world.  It  provides  them 
with  an  opportunity  to  develop 
hands-on  experience  and  to  think 
for  themselves." 

As  the  high-profile  project  matures,  ,:flie 
Singapore  officials  hope  their 
Chinese  partners  will  eventually  be 
able  to  transfer  their  newly  found 
skills  to  other  regions  of  China. 
"In  the  longer  term,  we  must  think 
that  China  intends  to  apply  some  of 
the  same  principles  and  policies  to 
other  provinces,  cities  and  towns," 
says  Lim. 

In  turn,  experience  gained  in 
Suzhou  and  other  parks  will  return 
long-term  dividends  to  Singapore. 
Senior  Minister  Lee  Kuan  Yew,  a 
founder  and  strong  promoter  of 
Suzhou,  says,  "It's  a  long-term 
advantage.  It  will  yield  dividends 
after  five  years  and  even  more  after 
ten  years  because  then  we  will 
know  their  whole  system.  And  if 
China  is  booming,  then  we  have 
good  knowledge  of  how  the  place 
works  because  we  will  be  working 
with  them." 

Because  of  this  knowledge  and 
skills  transfer,  the  project  has 
become  known  as  "a  Chinese  town- 
ship with  Singapore  character." 

Under  an  agreement  signed  in 
early  1994,  the  development  will 
receive  high-level  attention  from  the 
leaders  both  in  Beijing  and 
Singapore.  The  site  is  on  prime  land, 
has  a  high-quality  workforce  nearby 
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nd  is  in  close  proximity  to  major 
'"'  -ansportation  arteries.  The  total  site 
;  larger  than  all  of  the  industrial 
ites  in  Singapore  put  together. 

Future  plans  include  building  an 
"j  rea  for  nonpollutive  chemical 
ldustries  and  another  for  automo- 
ile  parts  —  eventually  to  service 
uto  factories  in  Shanghai. 

Tenants  in  the  70-square-kilome- 

r  site  enjoy  key  commercial  terms 
acluding  favorable  land  tenure,  tax 
ncentives,  investment  protection 
nd  land  prices  as  much  as  two 
imes  lower  than  those  in  the  nearby 
pecial  economic  zone  of  Pudong. 
[Tie  total  package  is  said  to  exceed 
hose  in  other  special  economic 
ones  in  China. 

What's  more,  prospective  tenants 
leed  not  spend  inordinate  amounts 
>f  time  seeking  approvals  from 
'arious  government  departments 
—  whether  for  the  startup  or 
luring  actual  operations.  Singapore 

lays  the  role  of  middleman  for 
oreign  investors  seeking  to  break 
nto  the  Chinese  market.  Given  an 
inprecedented  degree  of  autonomy 
)y  the  Chinese  side,  the  joint- 
venture  company  set  up  to  manage 
he  park  has  the  authority  to 
ipprove  projects  valued  at  up  to 
JS$50  million. 

"We  have  a  one-stop-shop 
process.  Investors  don't  have  to  run 
'around,"  says  Lim,  adding  that  a 
new  company  will  be  set  up  shortly 
to  help  locate  and  recruit  staff. 

Lim  says  the  Suzhou  area  has  an 
impressive  and  ample  supply  of 
human  resources:  As  a  traditional 
center  for  embroidery,  the  people  in 
the  area  are  known  for  possessing  a 
high  level  of  hand  coordination  — 
highly  suitable  for  such  industries  as 
semiconductor  manufacturing. 
One  hearing-aid  manufacturing 
operation  already  operating  in  the 
township,  Rexton  (Suzhou)  Hearing 


Systems,  an  affiliate 
of  German 
electronics  giant 
Siemens,  says  it  has  a 
rejection  rate  of  only 
1  %  on  its  output. 

At  least  half  a 
dozen  U.S.  firms  — 
including  Nabisco, 
Becton  Dickinson  & 
Company,  Littelfuse 
Inc.  and  Advanced 
Micro  Devices  Inc. 
—  are  among  the  33 
tenants  that  have 
committed  some 
US$1.25  billion  to 
the  first  of  three 
phases.  Just  six 
months  after  the 
park  was  established, 
officials  announced 
that  the  available 
industrial  space  in 
the  first  two-square- 
kilometer  parcel  had 
already  been  filled. 
The  eventual  invest- 
ment target  for  the 
entire  park  is 
US$22.5  billion. 

When  fully 
completed  in  about 
20  years'  time,  the 
park  will  accommo- 
date 600,000  Chinese 
and  expatriate  staff  in 
a  carefully  planned 
site  that  will  featuie 
modern  housing, 
schools,  recreational  facilities 
and  modern  transportation  and 
telecommunication  links.  Analysts 
say  that  as  word  about  the 
overwhelming  success  of  Suzhou 
spreads,  several  more  "mini- 
Singapores"  will  be  constructed 
throughout  China. 

Says  Lim,  "If  you  have  to  go  to 
China,  why  not  choose  Suzhou?" 


■ 
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Top:  The  Singapore-Suzhou  Township  is  being 
developed  on  land  that  is  primarily  used  for 
agricultural  purposes. 

Center:  The  high-rise  ready-built  factories, 
with  4  or  6  stories,  are  expected  to  be  ready 
by  the  end  of  1995. 

Bottom:  Singapore  government  agencies  led 
by  the  Economic  Development  Board  train 
Chinese  administrators  and  assist  in  drawing 
up  administrative  policies  for  the  Township. 
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^^  carce  land  and  limited  resources 
I    ^haven't  stopped  Singapore 
f\^s  from  developing  the  necessary 
infrastructure  to  become  one  of  the 
world's  premier  business  centers. 

Much  of  the  credit  for  the  develop- 
ment of  the  world-class  facilities  that 
have  kept  Singapore's  manufacturing 
sector  thriving  goes  to  Jurong  Town 
Corporation  (JTC),  which  over  the 
past  quarter-century  has  planned, 
developed  and  managed  facilities  to 
meet  the  needs  of  industrialists. 

JTC's  specialty  is  integrated 
industrial  township  development  — 
a  skill  it  has  put  to  use  in  Singapore 
and,  more  recently,  in  other  parts  of 
the  region  as  the  republic  moves 
toward  developing  an  "external 
wing"  of  its  economy. 

Currently,  JTC  is  involved  in  one 
of  the  biggest  reclamation  projects  in 
the  world:  dumping  landfill  into  the 
sea  to  eventually  connect  seven 
islands  off  Jurong.  This,  in  turn,  will 
open  up  3,000  hectares  of  land  for 
a  petroleum,  petrochemical  and 
chemical  complex. 

Other  ongoing  projects  include 
expanding  Jurong  Port  —  Singapore's 
main  bulk  and  general  cargo  termi- 
nal —  and,  in  another  step  toward 
transforming  Singapore  into  a  strategic 
hub  for  global  business,  developing 
a  40-hectare  industrial  business  park 
at  Jurong.  The  latter  is  an  innovative 
concept  that  integrates  under  one 
roof  the  production  and  manufac- 
turing chain  with  activities  such  as 
marketing,  administration  and  other 
backroom  functions. 

JTC  is  able  to  handle  large-scale 
tasks  because  of  its  extensive 


JURONG    TOWN    CORPORATION 


experience  in  building  Singapore's 
industrial  infrastructure.  In  its  early 
years,  it  was  commissioned  to  trans- 
form more  than  6,500  hectares  of 
hilly  and  forested  swampland  into  a 
bustling  industrial  estate. 

To  date,  it  has  built  and  managed 
30  industrial  estates  totaling  more 
than  4,000  hectares  in  the  Republic 
—  providing  space  for  some  6,500 
local  and  foreign  companies  and 
employment  for  almost  350,000 
people.  The  sites  are  popular  among 
industrialists  because  they  come  ready 
with  all  the  essential  infrastructure, 
such  as  power,  water  supplies,  roads 
and  transportation  links.  Many  are 
close  to  satellite  towns,  making  it 
easier  for  workers  to  commute. 

JTC  Chairman  Wong  Hung  Khim 
pointed  out  that  one  of  JTC's  key 
strategies  is  to  invest  and  build 
ahead  of  anticipated  demand  — 
meeting  the  needs  of  a  variety  of 
industries,  ranging  from  light  and 
clean  manufacturing  to  heavy  indus- 
tries such  as  shipbuilding  and  ship 
repair.  There  will  be  no  letup  in 
JTC's  efforts,  as  analysts  have 
predicted  manufacturing  will  sustain 
its  share  of  GDP,  at  more  than  25%. 
JTC  has  pledged  to  spend  a  record 
S$2  billion  on  new  developments 
over  the  next  two  years.  It  is  also 
spending  some  S$80  million  over 
two  years  to  refurbish  30  blocks  of 
factories  in  various  estates. 

Once  the  sites  are  ready,  JTC 
takes  care  of  most  of  the  bureau- 
cratic requirements  for  its  tenants. 
Not  in  the  business  to  maximize 
profits,  JTC  is  able  to  extend  very 
reasonable  rates  and  negotiate 
openly.  "Everything  is  transparent. 
We  don't  spring  any  surprises  on 
you,"  says  Wong.  "The  sites  are 
built  to  meet  the  needs  of  industry. 
If  you  are  an  industry  looking  for 
a  site,  we  are  among  the  best  to 
provide  facilities." 


Driven  by  the  small  market  at 
home  and  the  need  for  Singapore  to 
achieve  new  frontiers  of  growth, 
JTC,  along  with  other  local  partners, 
has  initiated  several  overseas  projects, 
breaking  ground  on  industrial  parks 
in  Indonesia,  India  and  China.  All 
are  up-and-coming  markets  with  an 
urgent  need  to  develop  their  eco- 
nomic infrastructure,  and  JTC  has 
responded  to  this  by  sharing  its  core 
expertise  in  the  development  of 
industrial  parks,  townships,  resorts, 
ports  and  other  related  facilities. 

Its  biggest  overseas  project  is  in 
Suzhou,  where  JTC,  along  with 
several  other  partners,  is  developing 
an  industrial  township  spanning  an 
area  of  70  square  kilometers. 

"We  also  see  this  as  an  opportuni- 
ty to  develop  an  external  wing  of 
our  economy,"  says  Wong.  Part  of 
their  concept  is  to  provide  an 
environment  that  closely  resembles 
what  is  available  in  Singapore. 

Wong  adds,  "Whatever  we  have 
done  here  in  Singapore,  they  can 
expect  it  at  our  overseas  sites. 
Whatever  we  do,  we  don't  limit 
ourselves  to  Singapore.  But  at  the 
same  time,  we  do  not  neglect  our 
home  base.  You  have  to  make  sure 
your  own  base  is  sound." 


JTC  Chairman  Wong  Hung  Khim 
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Now  that  you've  decided  to  move  to  the  Asia-Pacific, 
leave  the  rest  up  to  us. 


With  the  Jurong  Town  Corporation,  you  know  you're  in 
good  hands.  After  all,  with  27  years'  experience  in  meeting 
the  needs  of  industrialists  and  businesses  operating  in  Singapore, 
we've  established  a  reputation  for  developing  and  managing 
quality  industrial  estates. 

And  we  take  those  ingredients  of  success  with  us  wherever 


we   go  within   the  Asia-Pacific,  always   remaining   focussed  on 
developing  industrial  facilities  and  infrastructure  in  tandem  with 
customers'  needs.  And  always  delivering  on  our  commitments. 
Certainty  and  confidence.  Two  more  reasons  -^ 

why  JTC    is   your   best   partner   for   your   move   to    ^^^_~~^^ 


the  Asia-Pacific. 
To  find  out  more,  just  give  us  a  call  at  (65)  568  8644  or  fax  (65)  568  8646.  Or  drop  us  a  line  at  Jurong  Town  Hall,  301  Jurong  Town  Hall  Road,  Singapore  2260.  JTC 

FROM  FIRM  FOUNDATIONS         TO  NEW  FRONTIERS 
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SINGAPORE   TELECOM 


hen  Singapore's  state-of- 
the-art  infrastructure  is 
discussed  by  business  people, 
the  name  Singapore  Telecommuni- 
cations Ltd.  usually  comes  up. 

The  recently  privatized  company 
was  one  of  the  reasons  why 
Singapore  was  ranked  first  in  the 
World  Competitiveness  Report  for 
having  a  telecommunications  infra- 
structure that  met  multinational 
business  requirements. 

From  residential  and  business 
telephone  lines  and  cellular  phones 
to  pagers  and  postal  operations, 
Telecom  has  helped  keep  this  Southeast 
Asian  business  center  at  the  forefront 
of  technological  developments  in  the 
region.  Telecom's  aggressive  expansion 
and  value-for-money  services  have 
largely  accounted  for  the  Lion  City's 
having  the  highest  penetration  rate  in 
Asia  for  cellular  mobile  phones  —  its 
fastest-growing  sector  —  and  highest 
in  the  world  for  pagers.  In  Singapore, 
more  people  have  access  to  residential 
phone  lines  and  long  distance  services 
than  in  most  other  countries. 

"The  pricing  in  Singapore  is  very 
competitive,"  says  Telecom  President 
and  Chief  Executive  Officer  Lee 
Hsien  Yang.  He  adds  that  services 
such  as  paging,  ease  of  use,  conve- 
nience and  low  cost  have  made  the 
technology  extremely  popular. 

So  much  so  that  like  other  local 
entities,  Telecom  is  exporting  much 
of  its  expertise  to  other  parts  of  the 
region  —  through  a  mix  of  strategic 
partnerships,  equity  investments  and 
joint  ventures.  Hiving  launched  its 
overseas  drive  some  four  or  five 
years  ago,  ventures  were  prompted 
by  Singapore's  limited  market, 


Telecom's  strong  cash  flow  and 
progressive  deregulation  in  the 
telecommunications  industry.  To 
date,  about  S$l  billion  has  been 
invested  in  1 9  countries  —  mostly  in 
the  Asia-Pacific  region,  which  has 
the  highest  telecommunications 
growth  in  the  world. 

Telecom,  which  was  recently 
privatized,  recorded  a  turnover  of 
US$2.73  billion  and  operating  profit 
of  S$1.72  billion  in  its  latest  finan- 
cial year,  an  increase  of  more  than 
10%  and  13.9%  respectively  over 
the  previous  year.  Double-digit 
growth  in  turnover  has  allowed 
Telecom  to  introduce  several  rate 
cuts,  which  in  turn  have  given 
Singapore  business  and  residential 
customers  among  the  lowest  interna- 
tional telephone  rates  in  the  world. 

Its  largest  overseas  project  is  a 
telephone  and  cable  television  joint 
venture  in  the  United  Kingdom 
involving  1.2  million  households. 
Others  include  a  38.3%  investment 
in  Globe  Telecom  in  the  Philippines, 
the  purchase  of  stakes  in  Thailand's 
Shinawatra  Paging  Co.  Ltd.  and 
Cellular  Data  Inc.  of  the  U.S.,  and 
bids  for  projects  in  the  fast-growing 
markets  in  Hong  Kong  and  Indonesia. 

Lee  identified  China  as  one  of  the 
areas  with  the  strongest  potential 
for  overseas  growth.  "There  are 
tremendous  opportunities  in  China: 
The  phone  penetration  rate  there  is 
very  low." 

This  year,  Telecom,  in  a 
landmark  deal  with  several 
local  Chinese  companies,  is  to 
finance  and  install  the  first 
nationwide  paging  service  in 
China.  "This  is  a  small  project 
but  a  big  first  step,"  says  Lee. 

To  meet  the  increasingly 
sophisticated  needs  of  U.S. 
multinational  corporations 
with  telecommunication 
needs  in  the  Asia-Pacific 
region,  Telecom  set  up  its  first 


overseas  representative  office  in  the 
United  States  in  1993.  Telecom  is 
also  involved  with  AT&T  and  KDL 
in  the  WorldPartners  Association, 
which  provides  multinational  com- 
panies with  seamless  global  voice 
and  data  services  such  as  managed 
private  phone  lines,  frame  relay  and 
virtual  private  networks. 

At  home,  Telecom  is  in  the  experi 
mental  phase  of  video-on-demand, 
which  could  eventually  provide 
residential  customers  with  a  whole 
range  of  entertainment,  information 
and  interactive  services.  The  domestic 
telephone  network  is  completely 
digital,  and  by  1997  much  of  the 
distribution  network  will  be  linked 
by  fiber  optic  cable,  allowing  for  the 
introduction  of  the  most  advanced 
telecommunication  services. 

Telecom  is  a  company  to  watch, 
as  it  continues  to  share  its  expertise 
and  technology  with  Singapore's 
regional  neighbors,  and  in  the  process,' 
transforms  itself  into  a  global 
telecommunications  company.  Lee 
cited  Telecom's  multinational  human 
resource  base  as  a  big  reason  why 
Telecom  has  been  able  to  pull  off  so 
many  successful  overseas  ventures. 
He  adds,  "The  focus  of  our  attention 
will  be  in  Asia.  As  an  Asian 
company  we  understand  the  policies 
and  market  conditions  better.  We 
will  continue  to  look  for  new 
opportunities  in  Asia.  This  will  keep 
our  hands' full." 


Vhy  over  4,000  multinational  companies 
choose  us  as  their  gateway  to  success. 
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As  one  of  the  biggest  users  of  leading-edge 

ecommunications  technologies,  Singapore 

ecom  offers  an  excellent  telecommunications 
rastructure  and  an  unrivalled  range  of  facilities 

expanding  MNCs. 

Our  hubbing  facilities  enable  MNCs  to 
mmunicate  privately  on  specially  configured 
ernational  digital  leased  lines.  These  range  from 
)  frills'  lines  to  end-to-end  managed  lines  with 
rvice  guarantees,  such  as  TeleConnect  services 

ich  are  targeted  at  the  financial  community. 

At  our  total  facilities  management  centre, 


MNCs  can  house  their  computer  systems  and  data 
communications  equipment  and  even  have  them 
maintained  by  our  highly-trained  staff. 

Our  leased  circuit,  IDD,  telex  and  ISDN  rates 
are  among  the  lowest  to  be  found  anywhere. 
And  as  a  reassuring  guarantee,  MNCs  know  they'll 
always  get  the  vital  backup  and  quality  service 
we're  known  for. 

Through  the  advanced  telecommunications  we 
provide,  we've  not  only  helped  Singapore  become 
their  gateway  to  the  Asia  Pacific,  we've  also 
helped  make  Singapore  their  gateway  to  success. 
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Singapore 
Telecom 

Service  first.  Always. 


Singapore  Telecom    31  Exeter  Road,  Comce.itre,  Singapore  0923.  Tel:  (65)  730  8018,  Fax:  (65)  733  3008. 


Singapore  Telecom  Europe  Ltd    Halton  House.  7th  Floor,  20/23  Holborn  ,  London  EC1N  2JD,  United  Kingdom.  Tel:  44-171-831  6688,  Fax :  44-171-831  2288. 

Singapore  Telecom  USA  301  Riverside  Avenue,  Suite  500,  Westport  CT  06880,  USA.  Tel:  1-203-454  6800,  Fax:  1-203-454  1923. 

Singapore  Telecom  Japan  Representative  Office   KDD  Otemachi  Building,  21  st  Floor,  8-1  Otemachi  1  -Chome  Chiyoda-Ku,  Tokyo  1 00,  Japan.  Tel :  81  -3-3243  9270,  Fax :  81  -3-3243  9271 . 
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Visitors  flying  into  Singapore 
will  easily  appreciate  its 
preeminent  role  as  an 
international  trading  hub  simply  by 
looking  out  the  aircraft  window. 
Hundreds  of  ships  dot  the  harbor  as 
they  wait  their  turn  at  the  busiest 
and  one  of  the  most  efficient  con- 
tainer ports  in  the  world. 

Upon  arrival  at  the  ultramodern 
Changi  International  Airport,  a  fleet 
of  jumbo  jets  from  around  the  world 
can  be  seen  loading  time-sensitive 
cargo  such  as  semiconductors  into 
their  holds. 

Explorers  long  ago  predicted 
that  Singapore's  strategic  location 
between  the  Indian  and  Pacific 
oceans  and  its  superb  deepwater 
port  would  ultimately  endow  the 
island  with  prosperity  and  a  well- 
deserved  status  as  an  international 
trading  hub. 

Over  time,  added  factors  such  as 
a  government  committed  to  develop- 
ing international  trade,  free-trade 
policy,  sound  legal  framework, 
hardworking  and  skilled  labor  force, 
racial  harmony,  and  the  synergistic 
effect  of  booming  neighboring 
economies  all  combined  to  secure 
Singapore's  position  as  one  of  the 
best  places  in  the  world  to  trade  and 
conduct  business. 

Despite  its  small  size,  the  Republic 
has  assumed  the  position  of  the 
12th-largest  world  exporter  and  the 
13th-largest  world  importer. 

"As  an  international  trading  hub, 
we  have  a  much  larger  presence 
than  our  mere  size  suggests,"  says 
Barry  Desker,  chief  executive  officer 
of  the  Singapore  Trade  Development 
Board  (TDB). 


SINGAPORE   TRADE 
DEVELOPMENT    BOARD 


Singapore's  role  as  a  trading  hub 
is  set  to  expand  even  further.  As 
trade  liberalization  takes  root  in  the 
region,  inter-APEC  trade  will 
increase  significantly.  "With  such  an 
increase  —  because  of  Singapore's 
location  as  the  heart  of  Asia-Pacific 
—  it  is  likely  that  flows  through 
Singapore  will  increase,"  says  Desker. 

An  improving  infrastructure  will 
also  fuel  trade  growth:  Over  the 
next  five  years,  Singapore  plans  to 
spend  about  US$2.5  billion  on 
improving  the  telecommunications 
system  alone.  Also  planned  is  a 
megalogistics,  air  cargo  and  freight- 
forwarding  center  and  a  major 
port  expansion  program. 

"Even  though  we  are  ahead  of  the 
curve,  we  are  not  lying  still,"  says 
Desker.  "The  intention  is  to  sharpen 
all  the  capabilities  we  currently  have." 

Singapore's  global  trade  growth 
rates  continue  to  amaze  observers, 
reaching  18.1%  in  1994,  up  from 
16.4%  in  1993.  As  Desker  points 
out,  this  is  because  over  the  years 
the  Republic's  "natural  hinterland" 
has  expanded  far  beyond  its  imme- 
diate neighbors  —  from  India  to 
Vietnam  and  southern  China  and 
south  to  Australia  and  New  Zealand. 

"In  fact,  we  are  the  transshipment 
center  for  this  entire  region.  It  is 
cheaper  today,  for  example,  to  ship 
from  Dhaka  to  Europe  via  Singapore 
than  to  do  so  directly  from  Dhaka," 
says  Desker. 

Though  the  volume  of  trade 
handled  by  Singapore  is  experiencing 
double-digit  annual  growth,  the 
Republic  has  actually  made  it  easier 
and  faster  for  traders  to  process 
their  goods  by  constantly  enhancing 
the  trade  support  infrastructure. 
For  example,  an  electronic  trade 
documentation  system  called 
TradeNet  has  cut  processing  time 
from  one  day  to  as  little  as  15  to  30 
minutes.  A  new  interactive  processing 


system  will  reduce  that  even  more, 
to  as  little  as  two  to  three  minutes, 
which  will  be  a  great  advantage  for  1 1 
air  cargo  operators  and  others  han- 
dling time-sensitive  shipments. 

"We  were  the  first  in  the  world 
to  have  a  totally  electronic  trade 
documentation  system,"  says 
Desker.  "What  we  have  done  is 
move  away  from  laborious,  manual 
documentation  toward  a  focus  on 
using  technology  to  overcome  the 
limitations  of  scarce  manpower." 

Singapore's  trade  documentation 
processing  system  is  so  efficient  and 
advanced  that  it  is  being  sold  to 
other  countries. 

As  Singapore  pursues  a  strategy  of' 
adding  a  "second  wing"  to  its 
economy  —  in  part  to  compensate 
for  its  small  size  and  limited 
resources  —  local  entrepreneurs  are 
being  encouraged  to  penetrate  key 
overseas  markets. 

The  TDB  is  one  of  the  agencies  at 
the  forefront  of  this  effort,  operating  I 
a  network  of  29  offices  in  22  countries 
—  including  two  in  the  U.S.  Aside 
from  facilitating  trade  with  Singapore, 
the  TDB  helps  local  companies  in 
their  drive  for  business  overseas. 

International  investors  and  traders 
are  aided  by  such  TDB  services  as 
the  Trade  and  Investment  Information 
Center,  an  excellent  source  for 
timely  and  reliable  information 
about  markets,  and  the  Trade  and 
Investment  Inquiry  Center,  a  handy, 
one-stop  center  for  general  trade 
investment  inquiries. 

Other  TDB  incentive  programs, 
such  as  the  Approved  Oil  Trader, 
Approved  International  Trader  and 
Approved  International  Shipping 
Enterprise,  encourage  specialist 
traders  and  international  oil  traders, 
as  well  as  international  shipping 
companies,  to  use  Singapore  as  their 
regional  headquarters  by  providing 
generous  tax  breaks  and  assistance 
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"  i  developing  their  business. 
-'■:--  nternational  businesses,  including 
'<  everal  major  U.S.  companies,  have 
to  hown  their  vote  of  confidence  in 
le  programs:  More  than  100  have 
igned  up  for  the  two  trading 
>rograms  alone,  says  Desker. 

Analysts  agree  the  short-term 
)utlook  for  Singapore  trade  looks 
J  positive,  with  exports  continuing 
o  grow  rapidly,  especially  in 
rhemicals  and  electronics,  the 
sland's  most  important  export. 
Trade  now  totals  more  than 
JS$217  billion,  with  the  U.S.  the 
op  export  market. 
Two-way  trade  between  the  U.S. 
o  md  its  tenth-largest  export  market 
las  been  rising  steadily  —  to  the 
Doint  where  the  U.S.  now  sells  more 
:o  Singapore  than  to  China,  Australia 
i>r  South  Korea.  Two-way  trade  last 
^ear  totaled  US$36.8  billion,  up 
from  US$33.4  billion  in  1993. 
Exports  to  America  grew  by 
4  13.8%  in  1994  to  US$19.7  billion, 
a  buoyed  by  increases  in  the  export  of 
disk  drives,  integrated  circuits,  com- 
puter parts  and  peripherals  and 
chemical  products,  among  others. 
The  U.S.  also  ranked  as  one  of 
Singapore's  most  important  suppli- 
ers, exporting  more  than  US$17.1 
billion  in  1994  to  Singapore. 

American  multinationals  have 
always  had  a  very  active  role  in 
Singapore  and  we  have  served,  in 
particular,  as  a  manufacturing  base 
in  the  fields  of  electronics,  petro- 
chemicals and  chemicals.  We  expect 
that  these  will  continue  to  be  the 
major  focus  of  investment  by 
American  multinational  corpora- 
tions in  Singapore,"  says  Desker. 

Desker  predicts  the  trade  relation- 
ship will  continue  to  grow  as 
Singapore  companies  go  about 
forming  ties  with  U.S.  multinationals 
expanding  into  the  region  in  areas 
such  as  power  generation. 


:  <i 


David  Fulton,  the 
U.S.  Embassy's  com- 
mercial attache,  says 
there  are  myriad 
opportunities  for  U.S. 
firms  to  join  with 
Singapore  partners  in 
order  to  exploit  busi- 
ness opportunities  in 
the  region. 

"Singapore  firms 
know  the  market 
around  here,"  he  says. 
"They  make  good 
partners  for  U.S.  firms 
and  there  are  a  lot  of 
opportunities  out  there.'' 

Says  Desker,  "I  feel 
that  American  compa- 
nies should  take  advan 
tage  of  the  opportuni- 
ties that  present  themselves  as  a  result 
of  the  economic  boom  in  Asia.  For 
too  long  companies  in  this  part  of 
the  world  have  been  going  to  the 
U.S.  for  sources  for  partners,  to  seek 
franchises  and  to  look  for  agency 
and  licensing  agreements.  I  think  the 
time  has  come  for  a  more  proactive 
approach  by  American  companies, 
in  order  for  them  to  take  advantage 
of  the  prospects  for  growth  in  Asia." 

Desker  reminds  Americans  that 
TDB  offices  have  been  established 
in  the  U.S.  to  provide  a  gateway  for 
them  to  seek  Singapore  business 
partners.  Further  help  is  available 
from  TDB  information  centers  to 
promote  business  matching  for  buyers 
and  sellers  on  both  sides  of  the  Pacific. 

In  urging  American  companies  to 
form  strategic  alliances  with  Singaporean 
companies,  Desker  says,  "U.S.  firms 
would  be  hard-pressed  to  find  a  better 
partner  with  which  to  penetrate  Asia's 
emerging  markets.  We  have  a  distin- 
guished tradition  in  trade,  excellent 
contacts  within  the  region  and  valuable 
experience  from  our  increasing 
investment  activities  in  the  region." 


Singapore  Trade  Development  Board  Chief 
Executive  Officer  Barry  Desker 
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Night  safaris,  designer  shops, 
curry  restaurants,  one  of  the 
world's  oldest  botanical 
gardens,  a  cruise  through  one  of  the 
busiest  shipping  channels  in  the 
world  and  cable  car  rides  are  just 
some  of  the  attractions  that  the  seven 
million  visitors  a  year  to  Singapore 
might  take  in  on  a  given  day. 

Staying  longer?  Why  not  add  a 
beach  holiday  in  Malaysia  or  a 
jungle  trek  in  an  Indonesian  rain 
forest  to  your  Singapore  vacation  — 
not  to  mention  a  golf  game  at  an 
18-hole  master  course  overlooking 
the  ocean.  With  a  bit  of  luck,  one  of 
Singapore's  myriad  cultural  celebra- 
tions might  coincide  with  your  stay 
on  this  fascinating  tropical  island. 

"We  have  a  diversity  of  products 
and  culture  here.  We  have  a  good 
combination,"  says  Edmund  Cheng 
Wai  Wing,  chairman  of  the  Singapore 
Tourist  Promotion  Board  (STPB). 

Upon  arriving  at  the  super  efficient 
Changi  International  Airport,  travelers 
will  breeze  through  customs, 
immigration  and  baggage  claim. 
This  airport  is  so  efficient,  like  the 
rest  of  Singapore,  that  frequent 
travelers  say  their  luggage  almost 
always  beats  them  to  the  arrivals 
hall.  In  fact,  it  is  not  unusual  to  be 
in  your  hotel  room  just  one  hour 
after  touchdown. 

The  good  news  doesn't  end  there. 
Despite  a  strengthening  Singapore 
dollar,  room  rates  at  most  of  the 
five-star  hotels  are  below  those  in 
Hong  Kong,  Tokyo  and  Taipei. 
Bargain  room  deals  are  almost 
guaranteed  to  stay,  thanks  to  several 
new  hotels  coming  on  line  this  year. 


SINGAPORE 
TOURIST    PROMOTION    BOARD 


English  is  widely  spoken  and  all  the 
familiar  names  from  the  U.S.  can  be 
found  here:  Hyatt  Regency,  Marriott 
and  Holiday  Inn. 

The  hassle-free  and  safe  environ- 
ment maintained  in  Singapore  is  one 
of  the  many  reasons  for  visiting  cited 
by  travelers  in  survey  after  survey. 
Recently,  84%  of  first-time  visitors 
said  they  would  return  to  the  Republic. 
Top  marks  were  given  to  the  mass 
transit  system,  the  airport,  immigra- 
tion clearance  and  tourist  guides. 

Other  surveys  consistently  rank 
Singapore  as  the  region's  top  conven- 
tion city.  This  year's  opening  of  the 
S$700  million  Singapore  International 
Convention  and  Exhibition  Center 
will  secure  the  Republic's  preeminent 
position  as  the  place  for  organized 
gatherings  and  events. 

Says  Cheng,  "Singapore  is  a  good 
place  to  rest  after  a  long  day  of 
meetings  and  working  —  because 
even  at  night  visitors  can  go  to  many 
enjoyable  places.  We  have  the  only 
night  safari  in  the  world,  plus  places 
where  people  can  dine  by  the  river." 

These  may  be  among  the  reasons 
why  Singapore  clinched  the  world's 
largest  convention  —  the  Rotary 
International  —  for  1999. 


Business  travelers  find  Singapore 
one  of  the  best  places  in  Asia  to  do 
business  because  of  its  incredible 
efficiency.  "If  I  go  to  other  places  I 
might  only  be  able  to  have  one  or 
two  meetings.  But  people  coming  to 
Singapore  can  easily  fit  five  meetings 
in  one  day  because  of  the  ease  of 
getting  around,"  says  Cheng.  "Here 
you  just  breeze  through  and  arrive 
in  style." 

First-time  visitors  coming  to  the 
main  shopping  street  of  Orchard 
Road  might  be  forgiven  for  thinking 
there  is  little  more  to  Singapore. 
But  even  if  shopping  is  their  main 
activity,  they  are  likely  to  find  better 
prices  than  in  Hong  Kong  or  Tokyo 
—  not  to  mention  friendly  and 
courteous  shopkeepers. 

Beyond  one  of  the  world's 
premier  shopping  thoroughfares  — 
and  shopping  meccas  such  as 
Ngee  Ann  City  —  lies  a  host  of 
experiences  and  attractions, 
ranging  from  the  Sentosa  resort 
island  and  Southeast  Asia's  largest 
bird  park  to  the  Singapore 
Zoological  Gardens.  New  restau- 
rants, clubs  and  bars  have  done 
away  with  Singapore's  image  as  a 
quiet,  predictable  city. 
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Ih  annual  promotions  as  the 
i-long  Singapore  Food  Festival 
eritable  gastronomic  journey 
d  the  world  —  and  the  Great 
3pore  Sale  are  big  draws  for 
#  eas  visitors.  Both  events  are 
*  n  July  —  probably  the  best 
to  visit.  Because  of  the  many 
T  ent  ethnic  groups  residing  here, 
epublic  has  been  dubbed  a 
stew  pot." 
tourists  are  increasingly  flock- 
|  Singapore  for  business  and 
e  —  despite  the  distance  and 
g  Singapore  dollar.  Last  year, 
st  344,000  American  travelers 
to  the  city-state,  an  increase  of 
st  7%  over  the  previous  year, 
nerican  travel  industry  officials 
let  this  number  will  increase 
e  travel  time  between  Singapore 
the  U.S.  is  reduced  by  more 
t  flights. 

ingapore  is  a  very  attractive 
nation  for  conferences  and  meet- 
"  says  Peter  Walsh,  Singapore 
ral  manager  for  United  Airlines, 
:h  operates  two  flights  a  day  to 
ipore.  "The  facilities  are  excellent 
rhey  are  improving  all  the  time." 
ompted  in  part  by  the  breath- 
ig  boom  in  inter- Asian  travel, 
5TPB  has  launched  a  plan  to 
note  the  Republic  along  with 
hboring  attractions  in  the 
3n.  The  idea,  says  STPB  Chief 
:utive  Tan  Chin  Nam,  is  to  link 
by  attractions  —  such  as 
aysia's  tropical  jungles  and 
jnesia's  pristine  beaches  —  with 
Republic's  own  offerings, 
ubbed  "Tourism  Unlimited,"  the 
i  encourages  tourists  to  use 
;apore  as  a  base  to  explore  the 
on.  For  example,  a  visitor  might 
visit  Singapore,  spend  a  few 
s  shopping,  eating  and  exploring 
city-state,  and  then  take  off  for 
actions  in  Malaysia,  Vietnam, 
na,  Thailand  or  Indonesia. 


Another  effort,  designed  to  satisfy 
tourists'  insatiable  hunger  for  new 
things,  is  to  upgrade  and  diversify 
Singapore's  own  offerings  through 
projects  such  as  new  retailing 
concepts  and  entertainment  products. 
Theme  restaurants  and  theme  parks 
will  be  among  the  many  concepts 
introduced  to  generate  more  memo- 
rable experiences,  give  the  feeling  of 
value-added  and  set  Singapore  apart 
from  destinations  like  Hong  Kong. 

"We  have  to  package  things  so 
that  when  people  leave  Singapore 
they  are  happy  and  say  that  this  is  a 
memorable  experience,"  says  Cheng. 

The  new  packaging  of  Singapore 
as  a  "total  tourism  city"  will  certainly 
appeal  to  U.S.  visitors,  who  are  most 
likely  in  search  of  more  than  one 
specific  location.  "We  want  to  make 
their  experience  in  Asia  as  comfort- 
able as  possible,"  says  Tan. 

Adds  Cheng,  "We  are  sharing 
each  other's  strengths.  What  we 
have,  other  places  might  be  lacking. 
And  what  other  places  have, 
we  may  not  have.  So  it's  really 
good  synergy." 
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n  the  South  East  Asian  region.  So  whether  you  want  the  ideal  venue  for  your  next  tourism  venture,    ^ 
rfect  site  for  a  convention,  or  are  simply  seeking  a  memorable  and  enjoyable  holiday  for  yourself,   ^ 
lot  look  into  the  untapped  potential  of  this  region.  And  share  in  Singapore's  vision. ..Tourism  Unlimited.        orKfi4 
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Li  'ew  of  the  world's  major 
'    airports  have  earned  more 
_l_     accolades  than  Singapore 
Changi  Airport.  For  seven  consecu- 
tive years,  Britain's  prestigious 
Business  Traveller  magazine  has 
awarded  Changi  the  title  of  "Best 
Airport  in  the  World."  Six  other 
international  travel  magazines  have 
done  likewise.  Few  airports  can 
speed  arriving  passengers  through 
immigration,  customs  and  baggage 
claim  as  quickly  as  Changi  can. 

Travelers  to  the  Lion  City  are 
amazed  to  discover  their  baggage 
waiting  for  them  well  before  they 
make  it  into  the  arrivals  hall.  This  is 
because  the  manager  of  Changi 
Airport,  the  Civil  Aviation  Authority 
of  Singapore  (CAAS),  keeps  a  strict 
policy  of  offloading  the  first  piece  of 
luggage  in  the  baggage  claim  hall 
within  12  minutes  of  an  aircraft's 
pulling  up  to  the  gate. 

Though  Changi  is  about  20 
kilometers  from  the  central  business 
district,  hassle-free  airport  facilities 
and  efficient  and  reliable  transporta- 
tion links  make  it  possible  for 
arriving  passengers  to  be  settled  in 
their  hotel  rooms  or  offices  less  than 
one  hour  after  touchdown. 

For  those  who  do  end  up  spend- 
ing some  extra  time  at  the  airport, 
boredom  is  something  few  will 
suffer:  An  extensive  array  of  facili- 
ties for  arriving,  departing  and 
transit  passengers  will  keep  even  the 
most  jaded  traveler  in  high  spirits. 
Where  else  can  you  have  a  s  wim, 
take  a  hot  shower,  have  a  gymnasium 
workout,  try  out  interactive  scientific 
exhibits  or  watch  a  movie  while 
waiting  for  your  next  flight? 


CIVIL   AVIATION    AUTHORITY 
OF   SINGAPORE 


Transiting  passengers  with  more 
time  to  spare  can  even  opt  for  a 
free,  two-hour  city  tour  to  exciting 
tourist  attractions. 

And  just  because  the  airport  is 
located  on  the  outer  fringes  of  the 
Lion  City  doesn't  mean  passengers 
have  to  miss  out  on  Singapore's 
famed  shopping  experiences  and 
bargains.  A  wide  array  of  tax-free 
shops  offer  goods  ranging  from  liquor, 
tobacco  and  clothing  to  photographic 
equipment  and  computers. 

CAAS  Chairman  Sim  Kee  Boon 
says  the  policy  that  "passengers 
always  come  first"  has  kept  Changi  at 
the  top  of  opinion  surveys.  Indeed,  the 
U.S.  Embassy  in  Singapore,  in  its  latest 
annual  report,  said  Changi  Airport 
and  Singapore's  seaport  are  among 
the  "best  facilities  in  the  world." 

Says  Sim,  "We  always  try  to  keep 
ahead  of  demahd  and  we  continually 
try  to  improve  the  level  of  service." 

Thanks  to  a  liberal  open-skies 
policy,  Singapore  has  assumed  a 
growing  importance  in  the  region, 
and  has  the  vision  to  become  the 
foremost  air  hub  in  the  entire  Asia- 
Pacific  region  by  the  end  of  the  century. 

Since  it  was  established  in  1984  to 
spearhead  the  development  of  civil 
aviation  in  Singapore,  the  CAAS  has 
worked  hard  to  attract  the  world's 
airlines  to  this  international  gateway. 
"We  have  a  more  liberal  aviation 
policy  than  most  other  countries," 
says  Sim. 

With  an  almost  10%  increase  last 
year  in  passenger  movement,  the 
dual-runway  Changi  was  ranked  by 
the  Geneva-based  Airports  Council 
International  among  the  fastest- 
growing  airports  in  the  Asia-Pacific 
region.  In  terms  of  cargo,  it  has  a 
higher  growth  rate  —  20.4%  — 
than  any  other  airport  in  the  Pacific 
region  and  Europe. 

Changi  is  ranked  among  the 
world's  top  ten  busiest  airports  in 
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terms  of  international  passenger  anc<  jteghi 
cargo  traffic. 

Says  Peter  Walsh,  the  local  genera 
manager  for  United  Airlines,  which 
operates  daily  flights  into  Singapore,;  juius'* 
"This  is  an  excellent  airport.  Changi  * 
is  the  envy  of  many  countries.  They 
just  stay  ahead  of  the  game  so  well. 
Since  Singapore  is  renowned  for  its    Jjjl'fln 
foresight,  they've  been  able  to  attract 
such  a  wide  array  of  carriers." 

Changi  is  home  base  to  one  of 
the  world's  most  successful  and 
profitable  carriers,  Singapore 
Airlines  (SIA),  which  will  have  a 
fleet  of  well  over  100  aircraft  by 
2003.  Currently,  about  40%  of  the 
total  traffic  coming  in  and  out  of 
Singapore  is  carried  by  SIA. 

"We  owe  quite  a  bit  of  our 
success  to  the  Singapore  hub,"  says 
Cheong  Choong  Kong,  managing 
director  of  SIA.  "All  the  facilities, 
the  infrastructure,  the  terminal 
buildings  and  so  on  contribute  to 
the  success  of  that  hub." 

The  multifaceted  role  of  the  CAAS 
includes  air  traffic  control  services, 
airport  planning  and  development, 
airport  management,  air  services 
negotiations,  airport  emergency 
services  and  airworthiness  and  flight 
operations. 

The  efficiency  at  Changi  — 
coupled  with  CAAS'  efforts  to  secure 
new  airlines  and  routes  —  is  just  one 
of  the  reasons  why  the  airport  has 
the  most  extensive  air  links  in  the 
Asia-Pacific  region.  More  than  60 
airlines  operate  some  2,900  weekly 
flights  to  and  from  128  cities  in  54 
countries.  United  Airlines  and 
Northwest  both  operate  daily  flights 
to  Changi  from  the  U.S. 

From  the  time  the  CAAS  came  on 
the  scene  10  years  ago,  air  traffic  has 
risen  from  9.5  million  passengers, 
294,000  tons  of  air  freight  and 
64,000  aircraft  movements  to  21.6 
million  passengers,  1  million  tons  of 


Sap! 
nil 

On: 
gentra1 
know 
anJD 
ope 
sqi 

Co 

act  ■• 

aim 
\\ 

ope 

Tc 

ope 

carg 
thai 
G 
safei 
14  c 
ino 
del 
to 


Advertisement  18 


w  lir  freight  and  145,000  aircraft 
novements  in  1994. 

Airline  officials  say  Changi  is  an 
xample  of  an  airport  where  its 
*inanagers  are  always  trying  to  antici- 
!8  >ate  future  growth  and  the  changing 
leeds  of  passengers.  Terminal  1,  for 
•xample,  has  just  undergone  a 
>$170  million  refurbishment.  At 
fflracjrerminal  2,  S$330  million  is  being 
pent  to  add  two  new  finger  piers, 
vhich  will  increase  the  number  of 
lerobridges  to  53.  Planners  are 
working  to  develop  a  third  terminal, 
opposite  the  existing  Terminal  2. 

Says  Sim  of  the  refurbishment  at 
Terminal  2,  "It  looks  like  it  opened 
3nly  yesterday  even  though  it's  14 
^ears  old." 

On  the  technical  side,  a  new- 
generation  air  traffic  control  system 
cnown  as  the  Long  Range  Radar 
and  Display  System  II  is  set  to  be 
operational  this  year.  A  new,  9,050- 
square-meter  aircraft  maintenance 
hangar,  operated  by  SLA  Engineering 
Company,  is  large  enough  to 
accommodate  two  Boeing  747-400 
aircraft  simultaneously. 

A  S$215  million  air  freight  terminal 
operated  by  the  Singapore  Airport 
Terminal  Services  (SATS)  began 
operations  in  May,  boosting  total 
cargo  handling  capacity  to  more 
than  one  million  tons  of  cargo  a  year. 

CAAS'  commitment  to  aviation 
safety  is  reflected  in  the  fact  that  for 
14  consecutive  years  since  its 
inception,  Changi  has  received  a 
deficiency-free  rating  from  the 
International  Federation  of  Airline 
Pilots  Association. 

With  recent  improvements,  Changi 
has  increased  passenger  capacity  to 
30  million  a  year  — "■  among  the 
highest  in  Asia. 

Other  innovations  at  the  airport 
include  mobile  phone  and  pager 
rental  counters,  car  valet  service, 
meeting-service  representatives  who 


US 


Civil  Aviation  Authority  of 
Singapore  Chairman  Sim  Kee  Boon 


can  be  hired  to  welcome  arriving 
passengers  or  groups,  children's  play 
areas  and  20  restaurants  —  ranging 
from  the  Fook  Yuen  Seafood 
restaurant  to  Spice  Express  and 
Sakuraya  Japanese  Restaurant, 
offering  local  and  international 
cuisine  at  affordable  prices. 

"We  try  very  hard  to  have  a 
passenger- friendly  culture,"  says 
Sim.  "Every  letter  of  complaint  we 
receive  is  attended  to  without  fail." 

With  the  CAAS'  well-deserved 
reputation  for  excellence  and 
foresight,  watch  out  for  further 
innovations  at  this  leading  airport  as 
it  expands  to  retain  its  position  as 
one  of  the  world's  key  aviation  hubs. 


Singapore  Changi  Airport 
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Travelers  at  La  Guardia 
International  Airport  are 
being  offered  an  enticing 
glimpse  of  one  of  the  most  widely 
recognized  faces  of  Singapore 
International  Airlines:  a  wax  replica 
of  the  gracious  "Singapore  Girl" 
flight  attendant,  recently  moved  into 
the  airport  concourse  from  its 
original  home  at  Madame  Tussaud's 
Wax  Museum  in  London. 

"We  believe  the  Singapore  Girl 
personifies  everything  that  is  best 
about  our  in-flight  service,"  says 
SIA  Managing  Director  Cheong 
Choong  Kong. 

But  there  is  more  to  SIA  than  its 
gracious  cabin  crews.  Revolutionary 
in-flight  entertainment  systems, 
state-of-the-art  fleets  and  an  exten- 
sive route  network  have  contributed 
to  Singapore's  flagship  carriers 
earning  top  honors  in  several  inter- 
national surveys  year  after  year  — 
including  favorite  foreign  airline  for 
six  consecutive  years  in  Condi  Nast 
Traveler  magazine's  annual  readers' 
poll,  and  top  airline  with  business 
travelers  for  the  second  consecutive 
year  in  the  Asiamoney  1 995  business 
travel  poll. 

"It  is  our  in-flight  service  for  which 
we  are  best  known,"  says  Cheong. 
SIA  is  the  envy  of  its  competitors 
and  has  led  the  airline  industry  in 
product  and  service  innovation.  The 
world's  12th-largest  airline  is  eyeing 
the  latest  twinjets,  the  Boeing  777 
and  the  Airbus  A3.30.  Several  A340s 
will  start  arriving  in  April  of  next 
year.  By  2003,  SIA  wili  have  a  fleet 
of  well  over  100  aircraft,  and  one  of 
the  largest  collections  of  Boeing  747s 
in  the  world. 


SIA  Managing  Director  Cheong! 


SINGAPORE    INTERNATIONAL 
AIRLINES 


Having  state-of-the-art  aircraft  has 
helped  SIA  keep  tight  schedules  and 
extensive  route  networks.  Cheong 
says  business  travelers  place  a  lot  of 
value  on  nonstop  service:  "We  were 
the  pioneers  of  nonstop  service 
between  Singapore  and  Europe." 

SIA  also  operates  one  of  the  most 
successful  regional  airlines,  through 
its  wholly  owned  subsidiary,  Silk  Air, 
servicing  mostly  secondary  destina- 
tions in  Asia. 

Inside  SIA  aircraft,  passengers 
discover  a  whole  new  world  of 
in-flight  entertainment.  Recently, 
SIA  unveiled  the  futuristic  KRIS- 
WORLD  interactive  video  system 
for  passengers  in  all  three  classes  of 
its  Megatop  747  fleet.  Available  via 
each  of  the  individual,  six-inch 
video  screens  is  a  dazzling  array  of 
entertainment,  information  and 
communication  services.  Passengers 
have  access  to  22  video  channels, 
12  channels  of  audio  entertainment, 
Nintendo  games  and  an  interactive 
service  offering  information  on 
airports,  transportation  and 
attractions  and  special  events  at 
12  SIA  destinations  —  including 
Los  Angeles,  San  Francisco  and 
New  York.  These  systems  are 
being  installed  on  SIA's  Boeing 
747-400  fleet. 

The  sets  will  include  a  remote 
control  console  as  well  as  a  personal 
telephone.  As  new  technology 
becomes  available,  the  KRISWORLD 
system  will  be  expanded,  with  an 
interactive  in-flight  shopping  facility 
and  possibly  gaming.  Future 
improvements  will  make  it  possible 
to  order  in-flight  drinks  from  the 
comfort  of  one's  seat. 

"We  feel  that  this  would  be  not 
just  a  popular  feature,  it  will 
probably  be  a  common  feature  in 
time.  So  if  you  have  to  do  it  in  any 
case,  you  may  as  well  be  the  first. 
We  will  be  the  first,"  says  Cheong. 


Choong  Kong 

SIA's  route  network  also  continues1 
to  expand.  Officials  at  the  airline  are 
considering  adding  a  new  service 
to  Chicago  in  the  future,  which  will 
complement  its  existing  3 1 
passenger  flights  per  week  to  New 
York,  Los  Angeles  and  San  Francisco. 
New  freighter  services  are  to  be 
added  this  year  to  New  York. 

Last  year,  for  the  first  time,  the 
number  of  passengers  carried  by  SIA 
worldwide  crossed  the  10  million 
mark.  The  route  network  now  covers 
71  cities  in  40  countries,  including  the 
latest  addition,  Kaohsiung  in  Taiwan. 

Not  unlike  many  other  Singapore- 
based  firms,  SIA  is  venturing 
overseas,  establishing  joint  ventures 
in  its  core  business,  ranging  from 
an  aircraft  engineering  company  in 
Xiamen  and  flight  kitchens  in 
Karachi  and  Beijing  to  a  cargo 
service  company  in  Ho  Chi  Minh 
City  and  a  line  maintenance  facility 
at  Hong  Kong's  new  airport.  In  the 
U.S.,  one  of  SIA's  22  subsidiaries 
manages  two  flight  kitchens  in  Los 
Angeles  and  San  Francisco. 

With  SIA's  passion  for  innovation 
and  refinement,  look  out  for  new 
products  and  services  from  SIA  in 
the  future  as  it  works  to  continue 
its  standing  as  one  of  the  world's 
leading  airlines. 


OUR  VAST  ASIAN  NETWORK  IS  AT  YOUR  FINGERTIPS. 
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ou  travel  to  Asia  frequently  on  business,  remember,  so  do  we.  Join  us  on  any  of  our  33  flights  a  week  from  North  America  across 
Atlantic  or  Pacific  to  Singapore.  From  there,  fly  with  us  or  SilkAir  to  over  50  cities  throughout  Asia.  But  perhaps  the  best 
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Travelers  at  La  Guardia 
International  Airport  are 
being  offered  an  enticing 
glimpse  of  one  of  the  most  widely 
recognized  faces  of  Singapore 
International  Airlines:  a  wax  replica 
of  the  gracious  "Singapore  Girl" 
flight  attendant,  recently  moved  into 
the  airport  concourse  from  its 
original  home  at  Madame  Tussaud's 
Wax  Museum  in  London. 

"We  believe  the  Singapore  Girl 
personifies  everything  that  is  best 
about  our  in-flight  service,"  says 
SIA  Managing  Director  Cheong 
Choong  Kong. 

But  there  is  more  to  SIA  than  its 
gracious  cabin  crews.  Revolutionary 
in-flight  entertainment  systems, 
state-of-the-art  fleets  and  an  exten- 
sive route  network  have  contributed 
to  Singapore's  flagship  carriers 
earning  top  honors  in  several  inter- 
national surveys  year  after  year  — 
including  favorite  foreign  airline  for 
six  consecutive  years  in  Conde  Nast 
Traveler  magazine's  annual  readers' 
poll,  and  top  airline  with  business 
travelers  for  the  second  consecutive 
year  in  the  Asiamoney  1995  business 
travel  poll. 

"It  is  our  in-flight  service  for  which 
we  are  best  known,"  says  Cheong. 
SIA  is  the  envy  of  its  competitors 
and  has  led  the  airline  industry  in 
product  and  service  innovation.  The 
world's  12th-largest  airline  is  eyeing 
the  latest  twinjets,  the  Boeing  777 
and  the  Airbus  A330.  Several  A340s 
will  start  arriving  in  April  of  next 
year.  By  2003,  SIA  will  have  a  fleet 
of  well  over  100  aircraft,  and  one  of 
the  largest  collections  of  Boeing  747s 
in  the  world. 


SIA  Managing  Director  Cheong 
Choong  Kong 
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Having  state-of-the-art  aircraft  has 
helped  SIA  keep  tight  schedules  and 
extensive  route  networks.  Cheong 
says  business  travelers  place  a  lot  of 
value  on  nonstop  service:  "We  were 
the  pioneers  of  nonstop  service 
between  Singapore  and  Europe." 

SIA  also  operates  one  of  the  most 
successful  regional  airlines,  through 
its  wholly  owned  subsidiary,  Silk  Air, 
servicing  mostly  secondary  destina- 
tions in  Asia. 

Inside  SIA  aircraft,  passengers 
discover  a  whole  new  world  of 
in-flight  entertainment.  Recently, 
SIA  unveiled  the  futuristic  KRIS- 
WORLD  interactive  video  system 
for  passengers  in  all  three  classes  of 
its  Megatop  747  fleet.  Available  via 
each  of  the  individual,  six-inch 
video  screens  is  a  dazzling  array  of 
entertainment,  information  and 
communication  services.  Passengers 
have  access  to  22  video  channels, 
12  channels  of  audio  entertainment, 
Nintendo  games  and  an  interactive 
service  offering  information  on 
airports,  transportation  and 
attractions  and  special  events  at 
12  SIA  destinations  —  including 
Los  Angeles,  San  Francisco  and 
New  York.  These  systems  are 
being  installed  on  SIA's  Boeing 
747-400  fleet. 

The  sets  will  include  a  remote 
control  console  as  well  as  a  personal 
telephone.  As  new  technology 
becomes  available,  the  KRISWORLD 
system  will  be  expanded,  with  an 
interactive  in-flight  shopping  facility 
and  possibly  gaming.  Future 
improvements  will  make  it  possible 
to  order  in-flight  drinks  from  the 
comfort  of  one's  seat. 

"We  feel  that  this  would  be  not 
just  a  popular  feature,  it  will 
probably  be  a  common  feature  in 
time.  So  if  you  have  to  do  it  in  any 
case,  you  may  as  well  be  the  first. 
We  will  be  the  first,"  says  Cheong. 


SIA's  route  network  also  continues 
to  expand.  Officials  at  the  airline  are 
considering  adding  a  new  service 
to  Chicago  in  the  future,  which  will 
complement  its  existing  3 1 
passenger  flights  per  week  to  New 
York,  Los  Angeles  and  San  Francisco. 
New  freighter  services  are  to  be 
added  this  year  to  New  York. 

Last  year,  for  the  first  time,  the 
number  of  passengers  carried  by  SIA 
worldwide  crossed  the  10  million 
mark.  The  route  network  now  covers 
71  cities  in  40  countries,  including  the 
latest  addition,  Kaohsiung  in  Taiwan. 

Not  unlike  many  other  Singapore- 
based  firms,  SIA  is  venturing 
overseas,  establishing  joint  ventures 
in  its  core  business,  ranging  from 
an  aircraft  engineering  company  in 
Xiamen  and  flight  kitchens  in 
Karachi  and  Beijing  to  a  cargo 
service  company  in  Ho  Chi  Minh 
City  and  a  line  maintenance  facility 
at  Hong  Kong's  new  airport.  In  the 
U.S.,  one  of  SIA's  22  subsidiaries 
manages  two  flight  kitchens  in  Los 
Angeles  and  San  Francisco. 

With  SIA's  passion  for  innovation 
and  refinement,  look  out  for  new 
products  and  services  from  SIA  in 
the  future  as  it  works  to  continue 
its  standing  as  one  of  the  world's 
leading  airlines. 


OUR  VAST  ASIAN  NETWORK  IS  AT  YOUR  FINGERTIPS. 
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SUNTEC    CITY: 
BUSINESS    CAPITAL   OF   ASI 


Located  on  a  prime  downtown 
site  near  Singapore  Harbor, 
Suntec  City  is  the  Republic's 
newest  commercial  hub  offering 
490,000  square  meters  of  convention, 
exhibition,  office,  retail  and  enter- 
tainment space  set  amidst  lush, 
green,  landscaped  surroundings. 
The  S$2-billion  development, 
designed  by  a  team  of  international 
and  local  consultants,  is  the  single 
largest  privately  owned  commercial 
development  in  Singapore.  It  is  being 
financed  by  a  Hong  Kong  consor- 
tium of  eleven  of  the  most  powerful 
entrepreneurs  in  the  region,  including 
Li  Ka-Shing,  chairman  of  Cheung 
Kong  (Holdings)  Ltd.,  Cheng  Yu- 
Tong,  chairman  of  New  World 
Development  Co.,  and  Lee  Shau-Kee, 
chairman  of  Henderson  Land 
Development  Co.  Ltd. 

When  fully  completed  in  1997, 
the  futuristic  city  will  endow 
Singapore  with  some  of  the  finest 
convention  facilities  in  Asia  and 
several  towers  of  prime  office  space. 
The  1 1 .7-hectare  development 
comprises  the  Singapore  International 
Convention  &  City  Mall  and  3,200 
covered  parking  spaces.  A  central 
fountain  will  be  the  largest  of  its 
kind  in  Southeast  Asia  and  will  serve 
as  an  exquisite  focal  point. 

Phase  one  has  already  been 
completed  and  phase  two  —  which 
includes  two  45-story  office  towers, 
the  fountain  terrace  and  adjoining 
retail  area  —  will  be  completed 
this  year. 


Designed  by  the  New  York  firm 
of  Tsao  &  McKown  Pte.  Ltd., 
Suntec  City  is  destined  to  become  a 
hub  for  business  activity  as  well  as  a 
magnet  for  people  seeking  leisure 
and  entertainment.  When  completed, 
it  will  stand  as  a  fitting  tribute  to 
the  Republic's  accession  to  a  fully 
developed  country. 

Singapore  International 

Convention  & 

Exhibition  Center 

The  crown  jewel  of  Suntec  City, 
the  Convention  &  Exhibition 
Center  boasts  100,000  square 
meters  of  convention  and  exhibi- 
tion space  and  will  be  one  of  the 
largest  meeting  facilities  of  its  kind 
in  the  Asia-Pacific  region.  Made 
distinctive  by  a  multi-pyramid 
space-frame  roof,  the  center  is  fully 
equipped  with  state-of-the-art  facili- 
ties to  meet  the  needs  of  special 
stage  events,  upscale  exhibitions 
and  conventions  of  up  to  12,000 
people.  One  of  the  first  large-scale 
conventions  to  be  hosted  in  the 
Center  is  the  world's  largest  con- 
vention —  the  Rotary  International 
—  in  1999.  Since  the  Center 
opened  in  April,  it  has  booked  251 
events  for  this  year.  It  is  little 
wonder  that  Singapore  has  been 
ranked  as  the  top  convention  city  in 
Asia  and  the  sixth  most  popular 
place  in  the  world  to  hold  meetings. 

Within  walking  distance  of  the 
Center  are  first-class  hotels  —  offering 
more  than  5,000  deluxe  rooms  — 
including  the  venera- 
ble Raffles  Hotel.  The 
Center  is  also  incredi- 
bly convenient,  within 
easy  access  to  the 
airport,  harbor,  cen- 
tral business  district, 
financial  and  shopping 
districts,  expressways 
•  and  Singapore's  Mass 
K>         fl*-'         |  Rapid  Transit  system. 


Suntec  City  Office 

Towers 

Commanding  a  breathtaking  vie 
of  Singapore,  Suntec  City's  five  offk 
towers  will  serve  as  a  self-containec  i 
business  complex.  A  handsome  stoi 
and  aluminum  facade  will  project  s 
image  of  efficiency  and  sophisticatioi 

More  than  25,000  people  will 
work  in  the  216,000  square  meters 
of  office  space  in  Suntec  City. 
The  office  towers  will  be  equipped 
with  a  high-tech  building  manage- 
ment system  for  centralized  control  , 
of  all  utilities  and  safety  functions. 
Other  advanced  features  are  being 
installed  to  meet  the  exacting  demand 
of  large  local  and  multinational 
corporations.  One  office  tower  is 
already  fully  leased  to  multinational |&.Co 
blue-chip  banks  and  companies.        asktrt 

Suntec  City  Mall 
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With  its  78,000  square  meters  of 
shopping  and  entertainment  facili- 
ties, Suntec  Mall  stands  to  become 
Singapore's  premier  shopping  area. 
It  will  have  a  distinctive  retail  mix 
and,  to  set  it  apart  from  other  local 
shopping  complexes,  the  largest 
indoor  entertainment  and  cinema 
center  in  Singapore.  A  Virtual 
Reality  Theme  Park  will  be  the 
centerpiece  of  the  S$80  million 
entertainment  mall.  A  comprehen- 
sive range  of  customer  services  and 
a  tantalizjng  collection  of  theme 
restaurants,  pubs  and  a  food  court 
will  establish  Suntec  City  Mall 
as  a  focal  point  for  entertainment 
and  leisure. 

Owner  and  Developer 


S  0  N  1  E  c 

SUNIEC  CITY  DEVELOPMENT  Pt(  LTD 

Suntec  City  Development  Pte.  Ltd. 

5  Temasek  Boulevard,  #07-03 

Suntec  City  Tower  Singapore  0103 

For  office  and  retail  space  inquiries,  please  call 

Tel:  (65)  295  2888  or  Fax:  (65)  294  0880 
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RAFFLES    HOTEL 
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trip  to  Singapore  would  be 
ncomplete  without  a  visit 
o  one  of  the  city's  prime 
skidmarks,  the  Raffles  Hotel.  This 
&  where  history,  tradition  and 
m  ^ellence  blend  to  provide  a  truly 
K «« ;morable  experience  for  guests. 
larhis  is  no  ordinary  hotel:  Home 
M  the  rich  and  famous  for  decades, 
luding  such  celebrities  as  Charlie 
laplin  and  Douglas  Fairbanks, 
iffles  continues  to  extend  a 
acious  welcome  to  the  discerning 
iveler  more  than  100  years  after 
doors  first  opened. 
'Raffles  is  one  of  the  most  famous 
>tels  in  the  world,"  says  Jennie 
ffld  lua,  the  elegant  general  manager 
ho  presides  over  one  of  the  great- 
t  pieces  of  real  estate  in  all  of 
iia.  Constant  care  and  upgrading 
is  kept  the  hotel  in  tip-top  shape, 
pecially  after  a  major  S$160- 
illion  restoration  in  1991. 
The  hotel  features  large  suites  — 
>mplete  with  period  furnishings, 
me  irdwood  floors,  mini-bars  and 
a.  -room  safes,  not  to  mention  14- 
:\   iot-high  ceilings  and  ceiling  fans. 
"Guests  are  fond  of  telling  us  how 
ley  can  feel  the  Old  World  charm 
iroughout  the  hotel,"  says  Chua. 
Indeed,  few  other  hotels  can  claim 
>  have  their  very  own  museum  and 
opical  gardens,  or  a  Victorian-style 
leater,  which  regularly  features 
udiovisual  presentations,  plays, 
xitals  and  cultural  events.  Still 
wer  can  claim  to  have  had  a  way- 
ward tiger  shot  on  its  premises,  way 
ack  in  1902. 

Immortalized  by  writers  and 
atronized  by  everyone,"  is  how 
ne  writer  described  Raffles  in  the 
arly  1930s. 

Raffles,  once  widely  known  as  the 
requent  home  of  Somerset 
vlaugham,  is  also  where  the  local 
Irink  Singapore  Sling  was  created, 
"oday's  guests  flock  to  such  renowned 
ateries  as  the  Tiffin  Room. 


Whether  in  the  guest  rooms  or  in 
the  lobby,  it's  easy  to  forget  this  is  a 
hotel:  Raffles  works  very  hard  to  add 
the  touch  of  an  elegant  residence.  It  is 
no  wonder  Raffles  continues  to 
welcome  back  guests  again  and  again. 


SCATTERED  SHOWERS 

THROUGHOUT  THE  BAR  WITH  INTERMITTENT 

cloudbursts  in  the  billiard  room.  Not  surprisingly,  even  the  eldest  among  the 
assembled  couldn't  recall  it  ever  raining  inside  the  hotel  before.  And  though 
delighted  to  have  the  opportunity  to  offer  ice,  water  or  the  Northeastern 
monsoon  with  their  scotch,  our  barmen  did  begin  to  wonder  how  on  earth  they 
would  keep  the  martinis  dry.  As  it  happens,  the  inclement  weather  lasted  but 
only  part  of  an  afternoon,  and  was  later  attributed  to  the  overzealous  efforts  of 
a  roofing  crew.  A  mere  drop  in  ^>5i^§2^\  the  bucket  in  the  legend  that  is 
Raffles,  the  grand  old  dame  of  V^^^^X  the  East. The  ideal  place  to  stay, 
to  shop,  to  dine,  or  simply  to  sip  on  a  sling.  Raffles  Hotel,  1  Beach  Road. 
Singapore  0718.  Tel:  337  1886.  Tlx:  RS  39028  RHS1N.  Fax:  339  7650. 
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As  millions  of  people 
discover  each  year,  the  place 
to  escape  urban  sprawl  in 
Singapore  is  the  enchanting  Sentosa 
Island.  This  is  a  rare  getaway  where 
you  can  stroll  through  a  virgin 
jungle  or  cavort  on  pristine  beaches 
just  10  to  15  minutes  from  Singapore's 
bustling  central  business  district. 

With  its  host  of  amusement  rides, 
displays,  parkland  and  beaches,  it 
is  little  wonder  that  Sentosa  remains 
the  Republic's  number  one  tourist 
attraction,  last  year  welcoming 
almost  4.1  million  people. 

Sentosa  Island  has  been  completely 
transformed  from  the  time  it  served 
as  a  fort  during  World  War  II. 
Renamed  after  the  Malay  word  for 
"tranquillity,"  Sentosa  was  put  into 
the  hands  of  the  Republic's  best 
architects  and  planners  in  order  to 
convert  it  into  "Singapore's 
Discovery  Island." 

"Now  it  has  become  the  only 
resort  island  in  a  natural  state  close 
to  Singapore,"  says  architect  Alan 
Choe,  who  is  also  chairman  of  the 
Sentosa  Development  Corp.  "Many 
people  have  a  perception  of 
Singapore  as  a  modern  metropolis, 
but  then  they  come  to  Sentosa  and 
discover  waving  coconut  trees  and 
clean  sand  beaches." 

The  island  resort  is  especially  liked 
by  tourists  from  the  region,  but 
visitors  from  the  U.S.  will  also  enjoy 
its  many  attractions,  from  the  3.2 
kilometers  of  white  sandy  beaches 
and  tropical  fish  to  romantic 
nightlife  and  historical  enclaves. 

Sentosa  is  set  to  greet  even  more 
visitors  shortly  when  it  opens  a 
world-class  marina  capable  of 
housing  ten  mega-yachts  and  about 
33  regular  yachts.  All  this,  plus 


SENTOSA 


waterfront  homes,  restaurants  and 
leisure  activities  that  will  give  a 
flavor  of  local  architecture  and 
lifestyle  to  visitors. 

"Our  hope  is  that  Sentosa  Cove 
will  be  as  important  an  attraction  as 
Port  Grimaud  is  in  the  south  of 
France,"  says  Choe. 

He  adds  that  the  development  was 
done  without  damaging  the  finely 
balanced  environment. 

Underwater  World  —  the  island's 
most  popular  attraction  —  ranks  as 
Asia's  largest  tropical  oceanarium, 
containing  more  than  5,000  fish, 
eels,  sharks  and  other  marine  animals. 
This  is  where  wide-eyed  children  can 
come  face-to-face  with  ferocious 
sharks  or  the  world's  most  poisonous 
fish  as  they  wander  through  a  tunnel 
that  snakes  across  the  ocean  bed. 

The  newly  upgraded  Fort  Siloso 
remains  well-preserved  from  the 
time  it  was  first  built  100  years  ago 
to  protect  the  western  entrance  to 
Singapore's  harbor.  Eight  exciting 
zones  allow  visitors  to  step  back  in 
time,  from  1995  to  1942.  Other 
Sentosa  favorites  include  the  Butterfly 
Park,  Rare  Stone  Museum,  orchid 
garden  and  jungle  trail.  All  can  be 
reached  by  monorail,  bicycle,  open-top 
double-decker  bus  or  beach  train. 

A  mixed  attraction  known  as 
Images  of  Singapore  combines 
life-size  waxworks,  audiovi- 
sual presentations  and  an 
exhibit  on  Singapore  festivals. 

For  those  who  have  little 
time  to  explore  other  parts 
of  Asia,  three  distinct  and 
exotic  Asian  communities 
are  featured  at  the  Asian 
Village,  which  showcases 
ethnic  foods,  architecture 
and  arts  and  crafts.  The 
Waterfront  features  Fantasy 
Island,  with  its  13  different 
fun-filled  water  rides  and 
32  water  slides. 
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Golf  lovers  give  high  marks  to 
Sentosa's  two  18-hole  courses,  and 
soon  they  will  be  flocking  to  the 
Adventure  Golf  Theme  Park  —  36 
uniquely  landscaped  putting  greens 
opening  later  this  year. 

This  being  Singapore,  food  is 
never  far  away.  The  Sentosa  Food 
Center  caters  to  almost  any  taste 
with  its  blend  of  Malay,  Chinese, 
Peranakan,  Indian  and  Western  cuisine 

For  those  who  want  to  discover 
Sentosa  at  a  more  leisurely  pace, 
the  island  offers  a  wide  array  of 
affordable  accommodations,  ranging uterpn^ 
from  the  450-room  Shangri-La  Rass 
Sentosa  Resort  and  the  Beaufort 
Singapore  on  the  upper  end  of  the 
island,  to  the  NTUC  Sentosa 
Beach  Resort  —  Singapore's  first 
five-star  campsite. 

One  of  the  great  features  of 
Sentosa  is  that  it  can  be  reached 
easily  from  most  downtown 
Singapore  hotels  —  either  by  shuttle 
bus,  ferry,  cable  car  or  on  foot.  In 
fact,  half  the  fun  could  be  getting 
there  if  you  use  the  cable  cars,  which  ilsev. 
leave  from  Mount  Faber  and  the 
World  Trade  Center. 

Indeed,  the  attractions  of  Sentosa  tinsti 
are  many,  and  Choe  recommends  that  ictive 
first-time  visitors  devote  about  six  |>ro|ti 
hours  to  "really  sample  everything."     I  IBS 
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The  new  Sentosa  Cove  will  include  a 
world-class  marina  and  waterfront  homes, 
in  addition  to  a  variety  of  restaurants 
and  leisure  activities. 
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SSANGYONG 
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ingapore  is  more  than  an 
important  regional  base  for 
Korea's  sixth-largest  business 

oup's  construction,  oil  and  trading 

isinesses.  Most  of  the  island's 

emier  landmarks  were  constructed 
the  Ssangyong  Group,  giving  the 

>mpany  a  very  visible  presence. 

Having  operated  from  Singapore 

r  many  years,  Ssangyong  has 
snejnbarked  upon  an  impressive 

gional  expansion,  including  two 

ment  plants  in  China. 

Ssangyong  was  the  first  Korean 

iterprise  to  locate  in  Singapore, 
id  the  island  has  now  become  its 

rgest  overseas  construction  market. 

we  are  the  pioneer  Korean  business 

roup  in  this  market,"  says  Chung 
•oo- Young,  managing  director  of 
jangyong  Singapore  Pte.  Ltd. 

Ssangyong  first  arrived  in 
ingapore  in  1972  to  establish  a 

ading  arm.  Since  then,  it  has  dis- 
Dvered  many  experienced  and 
mbitious  local  partners  with  which 
)  pursue  ventures  in  Singapore  and 
Isewhere  in  the  region. 

In  the  local  construction  market, 
sangyong  Engineering  & 
Construction  Co.  Ltd.  has  been 
it  ctive  since  1980,  completing  19 
rojects  with  a  contract  value  of 
JS$1.36  billion.  The  opening  of  its 
ingapore  office  coincided  with 
xoundbreaking  on  its  first  project 
—  the  Raffles  City  Complex,  one  of 
fie  largest  mixed-use  developments 
n  the  world  and  home  to  the  73- 
■  tory  Westin  Stamford  Hotel,  the 
allest  hotel  in  the  world.  Currently, 
isangyong  is  involved  in  another  six 
>rojects  totaling  US$750  million. 

Singapore  is  one  of  the  largest 
:onstruction  markets  in  Asia, 
iwarding  some  US$10  billion  in 
;ontracts  every  year.  In  the  pipeline 
or  Ssangyong  this  year  are  several 
nore  contracts  totaling  US$700 
Trillion.  "We  expect  this  market  to 


be  steady  in  the  coming  years,"  says 
Chang  Jong  Ik,  director  of  Ssangyong 
Engineering  &C  Construction  Co. 
Ltd.  "We  consider  ourselves  very 
qualified  in  this  market.  This  has 
been  clearly  proven  by  the  CIDB 
Construction  Excellence  Awards  in 
1987  for  the  Raffles  City  and 
Bayshore  Park  Condominium 
Project  and  in  1991  for  the 
Singapore  Indoor  Stadium  Project." 

With  its  expertise  in  hotels, 
Ssangyong  has  built  3,400  rooms  on 
the  island,  accounting  for  14%  of 
the  total  room  inventory.  It  has  been 
associated  with  major  projects  such 
as  the  Raffles  City  Complex,  the 
Raffles  Hotel  redevelopment  and  the 
Hyatt  Regency  Hotel  extension. 

One  of  its  largest  projects  to  date 
has  been  a  S$352.3-million  contract 
to  redevelop  the  1,189-bed  Tan 
Tock  Seng  Hospital. 

Currently,  Ssangyong  is  construct- 
ing two  45-story  office  towers  at  the 
landmark  Suntec  City  project,  with 
a  contract  value  of  US$250  million. 

Ssangyong  officials  point  out  that 
as  a  base  for  trading  activities,  the 
Republic  offers  convenient  sea  and 
air  links  as  well  as  all  the  facilities 
associated  with  an  interregional  trade 
hub,  which  has  proved  to  be  a  big 
bonus  for  Ssangyong  Corporation 
since  1973.  "We  can  access  informa- 
tion here  very  easily,"  says  Chung. 

Ssangyong,  one  of  the  most 
successful  trading  houses  in  Korea 
and  one  of  the  50  largest  service- 
related  companies  in  Singapore,  is 
expecting  a  turnover  of  US$400 
million  in  1995.  It  focuses  on 
industrial  products,  building  materials, 
petrochemicals  and  oil  products, 
as  well  as  participation  in  the  infra- 
structure of  the  region. 

Ssangyong's  cement  business, 
which  started  more  than  20  years 
ago,  has  performed  incredibly  well 
—  becoming  a  market  leader  in 


The  Raffles  City  Complex 

specialty  cement  and  posting  record 
earnings  in  1994.  From  this  strong 
base,  Ssangyong  has  also  used  the 
Republic  as  a  springboard  into  the 
huge  China  market,  where  it  has 
entered  into  six  cement-related  joint 
ventures.  "So  far  our  China  business 
has  been  quite  successful,"  says  Lee 
In  Young,  managing  director  of 
Ssangyong  Cement  (Singapore)  Ltd. 

The  cement  group  has  branched 
out  into  electronics,  manufacturing, 
marketing  and  distributing  office 
automation  products,  computer 
software  packages  and  telecommu- 
nications equipment.  It  is  often  held 
up  as  one  of  the  best  partnership 
companies  in  the  world. 

Equally  impressive  is  the 
performance  of  Ssangyong  Oil  and 
Refining  Co.  Ltd.,  which,  since 
1980,  has  taken  advantage  of 
Singapore's  status  as  a  major  oil 
trading  center  and  one  of  the  major 
oil  markets  in  the  world. 


Wherever  you  find  Ssangyong  you  see  beautiful  dreams 
being  built.  Such  dreams  can  be  actualized  in  every  bead 
of  Ssangyong 's  perspiration. 

As  a  major  player  in  Singapore's  construction  market, 
Ssangyong  is  credited  with  the  production  of  world-class 
prestigious  buildings  such  as  the  Raffles  City  Complex 
(including  the  Westin  Stamford  Hotel  listed  in  the 
Guinness  Book  of  Records  as  the  world's  tallest  hotel), 
Raffles  Hotel,  Bayshore  Park  Condominium,  Suntec  City 
Complex,  Singapore  Indoor  Stadium.  Especially,  three  of 
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Ssangyong  Fills  Singapore  with  Beauty! 


these  projects  won  Singapore's  CIDB  (the  Construction 

Industry  Development  Board)  Awards. 

With  years  of  accumulated  experience,  Ssangyong  is  devoting 

itself  to  the  construction  of  two  grand  hospitals:  New  K.K. 

Hospital  &  Tan  Tock  Seng  Hospital. 

Equipped  with  a  commitment  to  even  higher  standards 

of  excellence,  Ssangyong  will  make  greater  efforts  to  fill 

Singapore  with  beauty. 
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J   Raffles  City  Complex 
2  Raffles  Hotel 

J  Bayshofe  Park  Condominium 
S  Singapore  Indoor  Stadium 
©  Suntec  City  Complex 
©  Pare  Oasis  Condominium 
New  K.K  Hospital 


»   Ian  Tock  Seng  Hospital 
®  Ssangyong  Cement  Plant 
!i  Palm  Spring  Condominium 
©  Pelrce  Villa  Condominium 
ijj&  Tanglln  Park  Condominium 
i]   Cuscaden  Apartment 
"it   Horizon  Towers  Condominium 


TS  Liang  Court  Complex 

®  Singapore  Labor  Foundation  Complex 

18)  Casa  Roslto  Condominium 

®  Hyatt  Regency  Hotel 

@  Rlvervlew  Hotel 

9  Hong  Leong  finance  Building 

@  Wlngtal  Office  Building 
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Ssangyong 

Engineering  it  Construction  Co.,  Ltd. 

Head  Office,  Seoul  Korea,  Phone  (82-2)  513-71 14  Fax  (82-2)  545-61 1 1 
Singapore  Branch,  Phone  (65)  225-9266/0390  Fax  (65)  224-5227 
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Let's  shrink 
Reed  Hundt 
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[Steven  E.  Landsburg  is 
associate  professor  of 
economics  at  the 
University  of  Rochester 
^nd  author  of  The 
Armchair  Economist. 


The  AIRWAVES  belong  to  the  people.  I  know 
this  because  I  read  it  in  the  Washington  Post. 
Columnist  Mary  McGrory  approvingly  cited 
the  logic  of  FCC  Chairman  Reed  Hundt: 
Because  the  airwaves  belong  to  all  the  people, 
they  should  be  given  away  to  causes  that 
Hundt  deems  worthy 

Well,  I  am  one  of  the  people,  and  I  don't 
want  Hundt  giving  my  share  of  the  air- 
waves away.  I  want  to  do  the  same  thing 
with  the  airwaves  that  I  do  with  other  pos- 
sessions I  have  no  use  for:  sell  them  to  the 
highest  bidder.  Use  the  proceeds  to  cut  my 
taxes  or  pay  off  some  of  my  share  of  the 
federal  debt. 

The  issue  is  topical  because  we  are  only  a 
few  years  away  from  the  age  of  digital  televi- 
sion, when  the  bandwidth  for  television 
broadcasting  will  multiply  by  six.  Who  should 
own  those  frequencies?  Hundt  and  his  follow- 
ers posit  a  choice  between  a  "clear  public  pur- 
pose" (meaning  whatever  Hundt  happens  to 
approve  of)  and  the  "pursuit  of  maximum 
profits"  in  a  public  auction  of  the  sort  used 
recently  to  dispose  of  cellular  frequencies. 
Only  in  Washington  could  you  find  someone 
who  thinks  there  is  no  public  purpose  in 
enriching  the  public. 

Hundt  has  some  beneficiaries  in  mind.  He 
wants  to  hand  over  loose  broadcast  spectrum 
to  politicians.  This  would  be  good  for  society', 
he  thinks,  because  it  would  reduce  the  fear- 
some cost  of  running  public  campaigns. 

An  everyday  cynic  might  view  this  as  a  way 
of  taking  valuable  public  property  and  using  it 
to  benefit  a  special  interest.  But  everyday  cyn- 
ics are  sometimes  insufficiently  cynical.  The 
Hundt  plan  would  actually  take  valuable  pub- 
lic property  and  use  it  in  a  way  that  benefits 
nobody.  How  so? 

The  Hundt  theory  is  that  political  cam- 
paigns are  made  hellishly  expensive  by  the 
price  of  broadcast  advertising,  and  would 
therefore  be  less  expensive  if  broadcast  time 
were  cheaper.  Everyone's  favorite  example 
is  Michael  Huffington's  S18  million  cam- 
paign for  a  California  Senate  seat,  and 
Dianne  Feinstein's  SI 5  million  effort  to 
'  defeat  him. 

But  it  wasn't  the  cost  of  advertising  that 
made  the  Feinstein/Huffington  race  expen- 
sive. That  race  was  expensive  because 


Forbes  ■  September  11,  1995 


Huffington  was  willing  to  spend  S18  million 
to  win  votes-and  because  Feinstein  was  pre- 
pared to  try  to  match  him.  Even  if 
Huffington  had  been  given  free  broadcast 
time,  he  would  have  found  another  way  to 
spend  his  S18  million-on  brass  bands,  air- 
dropping leaflets  or  rallies  in  the  Rose  Bowl 
with  supporters  flown  in  from  around  the 
state.  And  Feinstein  would  have  found  a  way 
to  spend  SI 5  million  trying  to  outdo  him. 

One  way  or  another,  Huffington  was  pre- 
pared to  spend  S18  million,  plus  whatever 
free  resources  the  government  made  available. 
The  way  to  minimize  total  expenditures  is  to 
limit  the  free  resources. 

If  you  really  want  to  reduce  what  candi- 
dates spend,  the  only  way  to  do  it  is  to  reduce 
the  value  of  the  prize.  As  long  as  the  govern- 
ment spends  SI  trillion  a  year,  there  are  going 
to  be  people  willing  to  spend  S18  million  for 

Only  in  Washington  could 
you  find  someone  who 
thinks  there  is  no 
public  purpose  in 
enriching  the  public. 


a  shot  at  having  a  say  in  how  all  that  boot)'  is 
disposed  of. 

It's  that  trillion  dollars  a  year  that  makes 
getting  elected  to  Congress  such  heady  stuff, 
giving  vou  power  over  people's  lives,  the 
attention  of  reporters  and  taxpayer-paid  min- 
ions to  take  care  of  your  needs.  If  you  get 
beaten  eventually,  you  go  back  to  your  law 
practice  and  cash  in  on  your  powerful  connec- 
tions. Those  are  things  that  people  will  spend 
money  for,  no  matter  how  much  free  airtime 
you  give  them. 

Here  is  Reed  Hundt's  logic  in  a  nutshell: 
Because  the  airwaves  are  a  valuable  public 
resource,  they  should  be  used  to  serve  narrow- 
private  interests.  And  among  those  narrow 
private  interests  should  be  political  candidates 
who  will  thereby  be  freed  to  squander 
resources  in  other  ways. 

As  I  cast  about  for  ways  to  shrink  the  gov- 
ernment behemoth  in  order  to  make  political 
campaigns  cheaper,  I  can  think  of  no  better 
place  to  start  than  Chairman  Hundt's  agency. 
What  do  you  say  we  abolish  it?  ■ 
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Calvin  Klein  has  decided  to  leave  his  manufacturini 
to  Linda  Wachner  and  others.  He'll  concentrate 
on  design  and  image  promotion. 

Let  Linda  do  it 


c. 


Say  this  for  Calvin  Klein:  The  52- 
year-old  fashion  designer  has  built  a 
major  brand  name  and  a  sizable  busi- 
ness pushing  the  limits  of  taste  in  his 
ads.  The  latest  campaign  has  a  shirt- 
less underage  male  model  preening 
seductively  in  what  looks  like  the 
tacky  rec  room  of  a  halfway  house  for 
street  hustlers.  And  he  doesn't  look 
like  he  plans  on  staying. 

"This  happens  every  time,"  says 
Kal  Ruttenstein,  fashion  director  at 
Bloomingdale's.  "First  they  hate  it, 
then  they  buy  it." 

Bad  taste  or  not,  it  moves  the  mer- 
chandise. What  it  hasn't  done  is  deliv- 
er profits.  Even  as  the  Calvin  Klein 
name  was  selling  as  much  as  S400 
million  a  year  in  merchandise  at 
wholesale,  privately  held  Calvin  Klein 
Inc.  wasn't  making  much  money. 
Only  in  1993  did  the  company  make  a 
sizable  profit:  an  estimated  $70  mil- 
lion on  worldwide  wholesale  revenues 
of  $750  million. 

Klein  is  one  of  those  cases  of  a 
business  nearly  choking  on  its  own 
success.  Calvin  Klein  was  making 
more  money  than  it  knew  what  to  do 
with  in  the  denim-crazed  1970s. 
Then  it  got  greedy.  To  boost  profits, 
it  bought  its  jeans  licensee,  Puritan 
Fashions,  in  1983,  after  Puritan's 
guiding  light,  Carl  Rosen,  died.  Klein 
and  partner  Barn'  Schwartz  bought 
Puritan  for  $60  million. 

It  was  the  first  time  Calvin  Klein 
had  been  in  the  mass-market  business, 
and  the  company's  naivete  began  to 
tell  almost  immediately  when  the  bot- 
tom fell  out  of  the  jeans  market.  In 
1984  Calvin  Klein  hit  a  slump  that 
would  last  almost  a  decade.  "Calvin 
was  shipping  and  losing  money,"  says 
a  former  senior  executive  who  left  the 
company  almost  two  years  ago.  "In 
this  business,  you  can  make  your 
numbers  but  still  lose  your  shirt  with 
markdowns     and     returns."     Barn' 


Schwartz,  Klein's  business  partner 
and  boyhood  buddy,  concedes: 
"Bricks  and  mortar  weren't  our 
strengths." 

Gone  now  are  the  bricks  and  mor- 
tar. Last  year  Klein  exited  two  of  its 
three  manufacturing  businesses.  Its 
underwear  factories  went  to  lingerie 
maker  Warnaco  for  $64  million;  the 
jeanswear  license  fetched  $50  million 
from  a  new  company  formed  by  Char- 
terhouse Equity  Partners  and  Rio 
Sportswear,  Inc.  Henceforth  Klein 
will  get  royalties  only  from  jeans  and 
underwear  bearing  its  name. 

Klein  savs  that  it  has  no  plans  to  sell 


its  only  remaining  manufacturing  or. 
eration — sportswear — but  it's  n<  :: 
committed  to  keeping  it,  either.  "" 
someone  comes  in  with  an  offer,  the 
we  will  listen,"  explains  President  Gz 
briella  Forte. 

For  all  of  the  company's  problem: 
the  brand  image  apparently  has  los 
none  of  its  appeal.  Last  year  world |o» 
wide  sales  of  Calvin  Klein  approache< 
$1  billion  wholesale.  Company  reve 
nues — mostly  royalties — on  thos 
sales  were  around  $250  million,  pre 
tax  profits  around  $29  million,  ex 
eluding  a  gain  from  selling  the  jean  k 
and  underwear  businesses.  The  royal 
ty  income  was  split  almost  evenh 
between  fragrances — which  have 
been  made  and  sold  by  Unilever  un 
der  license  since  1989 — and  clothing 
about  25%  of  sales  were  generatec 
overseas. 

Happily  back  in  the   business  o1 
designing  and  licensing,  Calvin  Klein 
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is  highly  profitable  again.  This  yeai 
the  company  is  projecting  pretax 
profits  of  around  $33  million,  exclud- 
ing a  $6  million  gain  from  the  license 


Partners 
Calvin  Klein  and 
Barry  Schwartz 
with  new  president  ^ 
Gabriella  Forte  (left) 
and  new  chief 
financial  officer 
Richard  Martin  (right) 
Klein  has 
remedied  the 
problem  of  "too 
many  Indians 
and  not  enough 
chiefs,"  as  one 
ex-Calvin ite  put  it. 
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f  ales.  Worldwide  sales  of  Calvin  Klein 

x  >rand  merchandise  are  expected  to 

"each    SI. 3    billion,  wholesale.    Fra- 

M  jrance  royalties  are  proving  to  be  a 

M  lear  annuity,  yielding  an  annual  S25 

nillion  in  royalties  from  Unilever  on  a 

■ftialf-billion  dollars  in  wholesale  sales. 

The     Warnaco     underwear     deal 

%  :ould  turn  out  well  for  Klein,  too, 

■■  -'6  hough  Warnaco  boss  Linda  Wachner 

-eirives  a  hard  bargain  (sec story,  p.  196). 

>\ITie  deal  says  that  Klein  does  not 

pn  :ollect  its  4%  "design  fee"  for  the  first 

'■■  a  hree  years.  After  that  the  underwear 

i  leal  should  make  everybody  happy. 

i  iVith  model  Christy  Turlington  intro- 

Wlj  iucing  Klein's  first  underwear  line  for 

vvomen,  and  Kate  Moss  draping  her- 

n  self  on  some  unnamed  Adonis  to  push 

e:he    men's    line,    Warnaco    expects 

rata  wholesale  volume  to  top  S 140  million 

his  year,  nearly  three  times  what  it 

olvas  in  1993  when  Cabin  Klein  itself 

Bel  was  doing  the  manufacturing. 

.!.'     Wachner  is  taking  Calvin  Klein  into 

. ;  France,  Germany,  Japan  and  the  U.K. 


iid- 


:his  year;  Latin  America  and  the  Pacif- 


Calvm  Klein's  controversial  new 
ad  for  his  line  of  jeanswear 
Critics  say  it  borders  on 
kiddie  porn.  But  it  sells  jeans. 


mmic  Rim  are  scheduled  for  1996.  "I 


used  to  believe  Calvin  only  worked  in 
America,  but  I've  seen  kids  asking  for 
it  in  Greece,  Turkey,  Hong  Kong, 
everywhere,"  she  says. 

On  the  perfume  front,  Klein  has 
scored  big  with  CK  ONE,  a  unisex 
fragrance  aimed  at  both  men  and 
women.  The  mopey,  drab-looking 
boys  and  girls  in  the  ads  are  tough  to 
tell  apart.  Never  mind;  they're  good 
salesmen.  The  fragrance's  fourth- 
quarter  1994  launch  generated  $60 
million  in  sales — the  biggest  fra- 
grance hit  last  Christmas.  This  month 
CK  ONE  invades  32  countries.  Sales 
could  reach  SI 25  million  this  year. 

Klein  and  Schwartz  are  pinning 
their  highest  hopes  on  the  overseas 
market.  Will  Cabin's  name  have  ca- 
chet among  foreigners?  Ad  agencv 
Young  &  Rubicam  thinks  so.  A  Y&R 
database  evaluates  7,500  brands 
worldwide.  In  fashion,  says  Y&R,  no 
other  brand  name  comes  close  to 
Cabin's.  "The  brand  is  damn  close  to 
a  Coca-Cola  or  a  Disnev  in  terms  of 
familiarity,"  says  Edward  Lebar,  a  se- 
nior vice  president  at  Young  &  Rubi- 
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Klein's  big  leap  into  retail  on  Madison  Avenue 
Take  that,  Ralph  Lauren! 


cam.  "Its  brand  equity  goes  way  be- 
yond its  sales." 

The  muscle  behind  Calvin  Klein's 
global  push  is  Gabriella  Forte,  whose 
15-year  association  with  Giorgio  Ar- 
mani ( FORBES,  Oct.  28,  1991)  ended  a 
year  ago  when  Klein  beckoned.  Forte 
is  formidable,  despite  her  small  stat- 
ure. Her  toughness  and  tenacity 
helped  make  a  star  out  of  Armani.  "If 
she  could  do  it  for  him,  she  can  do  it 
for  us,"  says  Klein. 

She's  a  driver.  Over  the  summer, 


employees  were  quitting  Calvin  Klein 

at  a  rate  of  about  one  a  day,  say 
insiders.  "Maybe  the  workload  or  the 
pace  were  too  much,"  says  Forte  with 
a  shrug.  "The  best  people  stay." 

Forte  has  brought  in  top  executives 
from  competitors  and  customers  to 
run  a  half-dozen  Klein  divisions,  step- 
ping on  toes  when  she  hired  Bloom - 
ingdale's  Vice  President  Brenda 
Moser  to  run  Calvin  Klein's  women's 
collection  line  last  month.  Poaching 
by  suppliers  among  the  retailer's  staff 


Unisex  models  for  unisex  fragrance  CK  One 
Gender-bending  all  the  way  to  the  bank. 


is  a  no-no  at  Federated  Departmen 
Stores,  Bloomingdale's  parent;  it  an 
nounced  that  it  was  dropping  Calvir 
Klein's  women's  collection  line  for 
1996.  Lost  sales  could  total  $3  mil- 
lion to  $5  million. 

Which  shouldn't  slow  down 
Klein's  feverish  expansion  plans  one 
bit.  In  early  September  the  designer 
will  open  his  20,000-squarc-foot  flag- 
ship store  on  Madison  Avenue  andi 
60th  Street,  down  the  street  from 
archrival  Ralph  Lauren.  A  handful  of 
wholly  owned  showcase  stores' 
around  the  world  will  follow. 

In  his  stores  Klein  will  take  a  leaf 
from  the  Ralph  La  men  book  by  sell- 
ing home  furnishings — sheets,  tow- 
els, dinnerware  and  stemware  with 
the  same  unrussy  designs  and  muted 
hues  that  characterize  his  clothes.  An 
eggshell-colored  ceramic  dinnerplate 
goes  for  $18;  queen -size  teal  sheets 
run  S50. 

Are  Klein  and  Schwartz  prettying 
up  their  company — private  since 
1968 — for  an  initial  public  offering? 
Not  necessarily.  Even  with  the  market 
as  frothy  as  it  is,  Calvin  Klein  needs  a 
few  more  years  of  profits  under  his 
belt  before  he  can  sell  stock  as  easily  as 
he  sells  sex.  Then,  too,  rival  Donna 
Karan's  failed  public  offering  of  1993 
remains  a  painfully  fresh  memory  on 
Seventh  Avenue.  Anyhow,  now  that  it 
is  out  of  the  manufacturing  business, 
Calvin  Klein,  Inc.  scarcely  needs  out- 
side capital.  ■■ 
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CASH     FLOW,     401   (k)s,    CREDIT     LINES, 
SUCCESSION     PLANS.     RUNNING 
YOUR     BUSINESS     CAN     TAKE    THE 
JOY     OUT    OF     BEING     IN     BUSINESS. 


When  you  started  your  business,  you  probably  had  a  dream  of  creating  a  product 
or  service  that  would  make  a  difference  in  the  world,  right?  So  what  happened? 

As  you  succeeded,  you  discovered  that  success  had  its  own  problems— 
the  biggest  one  being  all  the  highly  complex  (and  often  boring)  financial 
"stuff  that  comes  with  running  a  business— stuff  that  takes  a  madden- 
ing amount  of  time  away  from  what  you're  really  in  business  for. 

One  simple  solution  could  be  a 
Merrill  Lynch  Business  Financial 
Planner.SM  It  takes  a  comprehensive 
look  at  all  the  financial  aspects  of  your 
business,  reviews  your  current  practices 
and  recommends  strategies  to  help  your 
business  meet  its  financial  goals.  A  Financial 
Consultant  can  sit  down  with  you  and  help  imple- 
ment those  strategies,  calling  on  a  team  of  specialists 
in  everything  from  insurance  and  retirement  services  to 
cash  management  and  succession  planning. 

You'll  finally  feel  in  control -and  more  important,  free  to  immerse  yourself  in  the 
parts  of  your  business  you  really  enjoy.  For  more  information,  call  1-800-MERRILL,  ext.  9473. 

The  difference  is  planning. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 
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Little  software  firms  can't  survive  unless  they  set 

a  standard.  Macromedia  sets  the  standard  in  programs 

that  help  you  produce  multimedia  shows. 

Paint  by 
the  numbers 


far 


By  Damon  Darlin 

Thh  headquarters  of  Macromedia, 

Inc.  arc  in  an  arty  section  south  of  San 
Francisco's  Market  Street.  Inside,  the 
marketing  types  on  the  third  floor  are 
connected  to  software  developers  on 
the  second  via  a  playground  slide. 
There  are  no  doored  offices,  just  open 
carrels,  even  for  the  president,  John 
(Bud)  Colligan. 

However,  he  doesn't  let  the  high 
jinks  distract  his  eye  from  the  bottom 
line.  At  41 ,  a  ripe  age  in  this  business, 
he  has  seen  lots  of  software  outfits 
come  and  go. 

Macromedia  makes  software  tools 
for  graphic  designers,  CD-ROM  devel- 
opers and  people  that  put  together 
flashy  corporate  presentations.  It's 
part  of  a  thriving  industry.  Sales  of 
software  that  draws,  paints,  makes 
three-dimensional  models,  animates 
figures  or  puts  them  together  with 
text  and  music  grew  23%  last  year,  to 
nearly  SI  billion.  That  makes  graphic 
arts  software  a  larger  category  than 
entertainment  software  and  almost  as 
big  a  category  as  word-processing 
software. 

But  it  is  a  competitive  field  in  which 
scores  of  the  little  companies  now 
vying  for  attention  probably  won't 
survive.  With  revenues  last  year  of  $54 
million  and  net  income  of  $6.5  mil- 
lion, Macromedia,  at  this  stage,  looks 
like  a  survivor  to  Wall  Street,  which 
prices  Macromedia's  stock  at  a  dizzy- 
ing cS6  times  trailing  earnings. 

Colligan  caught  the  high-technol- 
ogy bug  in  1982  when  Apple  Com- 
puter founder  Steven  Jobs  spoke  to 
his  class  at  Stanford's  business  school. 
Colligan  went  to  work  for  Jobs  on  the 
Macintosh  project,  later  expanding 
Apple's  educational  business  fivefold. 
He  left  in  late  1988  to  head  a  small 


computer-based    training    compan 
that  had  been  spun  off  from  Contrc 
Data's  famed  Plato  project  in  eciuca  r 
tional  software. 

"In  1990  it  didn't  look  like  I'< 
make  a  lot  of  money,"  Colligan  re 
calls,  "and  the  move  looked  like  tb 
worst  mistake  of  my  life."  After 
series  of  mergers  with  rival  compaj 
nies,  Colligan  emerged  in  1993  as  th< 
head  of  Macromedia.  His  mistake 
turned  out  to  be  not  such  a  mistake 
after  all. 

What  did  Macromedia  have  to  of 
fer?  The  kev,  as  it  was  for  Microsoft 
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is  to  set  a  standard.  Macromedia  did 

hat  with  Director,  a  program  that 

ulls  together  video,  animation,  pho- 

graphs  and  drawings  as  well  as  text 

nd  music  tor  computer  games  like 

ron  Helix  or  the  new  CD-ROM  travel- 

gue  Passage  to  Vietnam. 

Director    is    rather    expensive    at 

i  '■>  1 ,000.  That's  almost  halt  as  much  as 

-  3  he  hardware  vou'd  buy  to  run  it  on. 

i  Available  in  both  Mac  and  PC   ver- 

-*  ions,  it  needs  but  8  megabytes  of 

nemorv.     But  program  creators  are 

:  (killing  to  spend  that  kind  of  money 

a  >ecause  of  Director's  universalitv. 


Macromedia 
President 
John  Colligan 
•It  looked  like 
the  worst  mistake 
in  my  life." 


Director  is,  so  to  speak,  multilin- 
gual. It  comprehends  text,  picture, 
video  and  sound  input  in  a  wide 
variety  of  formats.  By  itself,  that  is 
not  an  unusual  feature — many  soft- 
ware programs  are  capable  of  accept- 
ing raw  data  formatted  to  the  rules  of 
a  rival  program  or  a  foreign  breed  of 
computer.  But  Director,  remarkably, 
is  also  capable  of  generating  a  poly- 
glot output.  The  Passage  to  Vietnam 
created  with  Director  is  a  single- 
version  CD-ROM  that  runs  on  both 
Macs  and  PCS. 

More  preciselv,  a  Director-generat- 
ed CD-ROM  runs  on  a  variety  of  operat- 
ing systems — Windows  and  the  Mac 
and  (coming  soon)  Silicon  Graphics 
operating  systems.  Director-created 
programs  do  this  by  sensing  what  kind 
of  system  they  are  operating  on  and 
making  suitable  adjustments  to  the 
commands  they  issue. 

Think  of  it  this  way.  You  are  a  video 
publisher  equipped  with  a  powerful 
editing  machine  that  accepts  film 
masters  in  any  language — English, 
Japanese,  whatever.  Better  yet,  the 
finished  videocassette  spun  out  of 
your  machine  contains  a  microproces- 
sor chip  that  can  do  translations  on 
the  fly  into  half  a  dozen  languages. 
Stick  the  cassette  into  a  Japanese  ycr 
and  the  actors  speak  Japanese;  stick  it 
into  a  French  player  and  they  speak 
French.  No  longer  do  you  pay  money 
to  get  your  films  redubbed  for  over- 
seas markets. 

The  technology  is  nifty,  but  tech- 
nology doesn't  sell  itself- — Colligan 
knows  that  from  looking  around  at 
Silicon  Valley's  failures.  Adapting  In- 
ters marketing  ploy  of  "Intel  inside," 
he  has  his  customers  put  his  "Made 
with  Macromedia"  logo  on  their 
product  packages  and  in  their  ads. 
Result:  Millions  of  CD-ROM  copies, 
from  a  Toyota  interactive  catalog  to  a 
Cranberries  music  CD,  earn'  the  tiny 
endorsement. 

Alas,  Macromedia  is  not  yet  work- 
ing from  a  position  of  strength,  as 
Intel  is,  in  pushing  its  logo.  Computer 
makers  want  to  put  "Intel  inside"  in 
their  advertising  because  that  helps 
sell  computers;  Intel  permits  the  use 
of  the  brand  only  if  the  machine  in  fact 
uses  an  Intel  chip.  Macromedia's  deal 
is  a  little  different.  It  requires  use  of 
the  Macromedia  logo  on  products 
incorporating     Macromedia     code. 
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Macromedia  hopes,  of  course,  that 
someday  customers  will  be  begging  to 
use  its  logo. 

Colligan  began  looking  for  new 
markets.  The  music  industry  signed 
on  to  use  his  Director  software  to 
program  videos,  photos,  lyrics  and 
liner  notes  on  the  first  track  of  music 
CDs  that  appear  when  played  on  a 
computer  CD-ROM  player.  He  also 
forged  a  link  with  Netscape  Commu- 
nications, the  high-flying  maker  of 
the  popular  Internet  browser  soft- 
ware Navigator.  Macromedia  tech- 
nology will  soon  be  embedded  into 

Director  is  multilingual. 
It  takes  input 
in  many  different 
computer  formats. 
Better  still,  it  generates 
a  polyglot  output. 


the  Navigator,  allowing  users  to  re- 
trieve and  plav  Macromedia  anima- 
tions and  applications  over  the 
Internet. 

Softw  are  is  a  slippery  business.  Lo- 
uis 1-2-3  was  once  the  standard 
among  spreadsheets,  but  it's  just  an- 
other face  in  the  crowd  now .  What 
might  upset  Macromedia's  domi- 
nance in  multimedia  authoring  tools? 

One  risk  is  that  a  bigger  software 
firm  could  invade  this  turf.  Adobe 
Svstems,  five  times  the  size  of  Macro- 
media, dominates  the  business  of 
standards  for  desktop  publishing,  and 
moving  from  print  to  video  and  sound 
would  not  take  a  big  leap.  Corel  Corp. 
makes  sketching  software  and  could 
also  move  in.  Microsoft  makes  a  high- 
end  multimedia  authoring  tool  in  its 
Softimage  for  Silicon  Graphics  work- 
stations. And  it  plans  to  release  the 
software  for  Windows  within  a  year. 
But  it  may  be  unwilling  to  offer  Mac 
softw  are,  and  the  majority  of  graphics 
work  is  still  done  on  Macs. 

Colligan  is  wan-,  but  not  panicked. 
He  is  driving  competitors'  gross  mar- 
gins down  and  keeping  his  own 
strong  while  producing  a  new  prod- 
uct even-  quarter.  "If  they  spend 
S200  million  to  catch  up  with  us, 
they'll  have  the  products  we  have  now 
and  we'll  be  far  ahead  with  something 
new,"  he  says.  ^B 
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CHARMING 

HODGEPODGE 

OF  SERVERS,  PC'S 

AND  MAINFRAMES 

YOU'VE  GOT 

THERE. 
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(MAY   WE    SUGGEST    THE    UNI  X@  SYSTEM 

THAT'S    BEEN    SHOWN    TO    MANAGE 
MULTIVENDOR    ENVIRONMENTS    BEST?) 


tea 


•10/94  D  H  Brown  Report  "UNIX  Matures"  -  IBM  MX  41  1994  Enterprise  Management  Summit  -  IBM  NetView*  lor  AIX  which  is  a  part  ol  SystemView  IBM.  RISC  System/6000.  AIX.  SyslemView  and  NetView  are 
registered  trademarks  and  Solutions  lor  a  small  planet  is  a  trademark  of  International  Business  Machines  Corporation  UNIX  is  a  registered  trademark  in  the  U.S.  and  other  countries,  licensed  exclusively  through  X/Open 
Company  Limited  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  ot  their  respective  companies.  The  IBM  home  page  can  be  lound  at  http://www.ibm  com  ©1995  IBM  Corporation 


It's  as  if  you've  inherited  computers  from  at   ^J 
least  three  different  dynasties.  They're  all  gj| 
different  sizes,  shapes  and  capacities,  and 
sometimes  they  don't  seem  to  like  each 
other  very  much.  On  the  other  hand,  you 
really  need  them  to  get  along. 

Which  is  why  the  recent 
Enterprise  Management  Summit  put 
the  RISC  System/6000®  and  other 
UNIX  systems  through  14  grueling 
tests  on  managing  complex 
multivendor  environments. 
When  the  dust  settled,  only 
one  company  was  able  to 
outperform  HP®  Groupe 
Bull®  Computer  Associates 
and  Digital?  And  that  com 

pany  is  IBM.  Bf- 

r     J  Bin 

According 
to  independent  I 
computer  con-   ^^ 
sultant  D.H.  Brown, 
IBM's  AIX®  is  the 
best-rated  UNIX 
operating  system? 
And  when  you  have 
System  View®  for  AIX 
monitori  ng  and 
managing  complex 
networks,  your  system 


can  grow  right  along  with  your  business 
without  increasing  your  staff. 

It  will  also  be  possible  for  you  to  keep 
track  of  your  network  without 
leaving  your  desk,  because  System- 
View  for  AIX  provides  all  the 
systems  management  functions 
under  one  easy-to-use  interface. 
Tasks  such  as  job  scheduling, 
back-up,  network  management, 
distribution  and  remote  systems 
configuration  can  be  per- 
formed in  a  faster  and 
more  efficient  way. 

For  more  information  on 

how  to  turn  a  legacy  of 

other  people's  computers 

into  a  very  big  asset  for 

you,  give  us  a  call  at 

800  IBM-3333, 

ext.  FA171.  Or,  if 

you're  on  the  Net, 

you  can  pay  a  visit 

to  our  home  page 

at  http://www. 

austin.ibm.com 


Solutions  for  a  small  planet " 
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The  bittersweet 
success  of  home  PCs 


BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is 
founder  of  Technologic 
Partners,  a  technology 
consulting  company 
in  New  York  City, 
and  publisher  of 
Technologic  Computer 
Letter. 


For  15  YEARS,  the  personal  computer  industry 
has  been  predicting  that  the  year  of  the  home  P( 
was  about  to  arrive.  At  last,  it  has,  but  it's  not 
doing  the  industry  much  good.  It's  a  profitless 
prosperity. 

As  a  home  appliance,  the  computer  now  is 
growing  taster  than  TVs  or  vcrs.  One  in  three 
households  now  has  a  computer;  the  fraction 
could  rise  to  one  in  two  by  1998.  Computer 
products  have  become  as  much  a  part  of  back- 
to-school  shopping  as  the  protractor  and  the 
No.  2  pencil,  and  have  become  the  preferred 
gift  for  high  school  graduation.  Homes  that 
already  own  computers  are  buying  second  and 
third  machines. 

Yet  for  all  this  activity,  not  much  money  is 
being  made.  IBM  shipped  1.1  million  PCs  in  the 
second  quarter  of  this  year,  but  continued  to 
run  at  a  loss.  In  the  same  quarter,  Compaq's 
sales  increased  40%,  but  earnings  were  up  only 
17%.  Apple  Computer's  net  profit  margin  re- 
mains a  meager  3.3%.  Hewlett-Packard  re- 
cently entered  the  home  market  with  machines 
priced  so  low  it  doesn't  even  expect  to  make  a 
profit,  instead  seeking  a  hold  in  what  it  sees  as  a 
strategic  market. 

As  for  Packard-Bell,  which  sells  almost  ex- 
clusively to  consumers,  the  failure  of  its 
planned  public  offering  in  1992  seemed  to 
demonstrate  the  hazards  of  the  home  market. 
The  company  had  grown  fast — and  contin- 
ues to  do  so — but  its  spotty  earnings  record 
scared  off  investors  back  then. 

At  times,  it  seems  that  companies  chasing 
consumer  sales  are  just  treading  water,  showing 
profits  for  a  while  and  then  losing  money.  It's 
pretty  much  the  same  state  of  affairs  as  you  see  at 
the  airlines. 

But  the  P(  manufacturers  can't  afford  to 
walk  away  from  the  home  market.  First,  it's  one 
of  the  few  growth  markets  left;  among  corpo- 
rate customers,  PC  sales  are  pretty  much  limited 
to  replacements  and  upgrades. 

Second,  home  users  are  providing  an  out- 
let for  the  industry's  latest  cutting  edge  tech 
nology.  The  business  computer  user,  for 
example,  has  little  need  for  multimedia, 
which  plays  such  a  central  role  in  the  enter- 
tainment a  ul  educational  programs  that 
dominate  th  ■  home  market.  A  spreadsheet 
isn't  much  improved  by  the  addition  of  three- 


dimensional  moving  images,  and  word  pro- 
cessors don't  much  benefit  from  the  addition 
of  sound.  Consumer  PCs,  in  contrast,  usual- 
lv  leave  the  factory  with  CD-ROM  drives,  fancy 
video  and  stereo  sound. 

Yet  the  consumer  has  become  an  expen- 
sive customer.  Because  consumers  want  the 
latest  technology,  they  force  vendors  to 
come  out  with  new  machines  more  often.  In] 
ventories  must  be  more  carefully  managed 
because,  unlike  the  business  buyer  who  is  used 
to  back  orders,  the  consumer  usually  won't 
buy  if  what  he  wants  isn't  available  in  the  store 
immediately. 

Even  though  they  are  price-sensitive,  con- 
sumers respond  powerfully  to  manufacturer 
image.  So  computer  makers  have  turned 
from  price-oriented  print  advertising  to  more 
elaborate,  and  expensive,  image  advertising 
on  television. 

The  manufacturer  of  a  consumer  PC  must 
spend  more  on  product  design,  because  house- 
hold bin  ers  are  more  likely  to  bring  back  com- 
puters if  they  can't  get  them  to  work  as  expect- 
ed— even  if  they  haven't  read  the  manual. 

To  survive,  a  superstore  must 
keep  a  computer  on  its  shelves 
less  than  a  month. 


Hand-holding  is  costly  in  the  consumer 
market.  The  majority  of  calls  tq  help-lines  at 
computer  makers  are  from  first-timers  and 
often  relate  to  simple  things  like  what  to  plug  in 
where  and  how  to  get  the  machine  running. 

As  in  any  retail  business,  selling  comput- 
ers to  consumers  profitably  is  a  game  of  vol- 
ume and  inventory  turns;  return  on  assets, 
rather  than  return  on  sales,  is  key.  To  survive, 
says  Alerrin  Information  Services,  which 
tracks  the  computer  retail  channel,  a  super- 
store or  other  large  retailer  must  keep  a  com- 
puter on  its  shelves  less  than  a  month.  For 
smaller  merchants,  computers  must  fly  out 
of  the  door  even  taster. 

In  response  to  all  this,  computer  makers  are 
watching  manufacturing  costs  more  closely  than 
ever.  Compaq,  for  example,  recently  reversed 
its  long-standing  policy  of  in-house  manufac- 
turing and  agreed  with  Taiwan's  Mitac  Inter- 
national on  joint  development  and  manufacture 
of  new  desktop  models. 

At  S 1 1  billion,  the  consumer  pr  market  is 
far  smaller  than  the  S84  billion  corporate  mar- 
ket, and  the  household  market  may  never  ex- 
ceed the  corporate  in  profitability.  It  is,  howev- 
er, a  market  that  has  gotten  so  large  that  few  PC 
companies  can  afford  to  stay  away.  H 
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The  Motorola  MicroTAC  Ultra  Lite™ 
comes  from  a  long  line  of  heroes. 
Like  the  original  SCR  536  hand-held 
wireless  radio,  which  cut  our 
boys  loose  from  the  wires  of  war. 
Lives  depended  on  us  then.  Busy 
lives  depend  on  us  now.  Motorola. 
The  best-selling,  most-preferred 
cellular  phones  in  the  world. 


00-331  -6456  @,  Motorola  and  Ultra  Lile  ace 
emarks  of  Motorola.  Inc.  ©1994  Motorola.  Inc 
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INSIGHTS 


Froth  in  tech  stocks? 
Oh,  really? 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  new  book  on 
investing  in 
technology  stocks 
and  funds  is  The 
Market  that  Beats 
the  Marketable 
Brown,  1995). 


Thk  newspaper  article  on  the  Netscape 
stock  offering  was  predictable,  down  to  the  cli- 
che about  tulip  bulbs.  I  tore  it  out  and  under- 
lined all  these  words:  mania,  frenzy,  hype,  froth, 
craze,  crash  and  hysteria. 

You  get  the  idea.  A  year-old  company  co- 
founded  by  a  24-year-old  has  scant  revenues  and  no 
earnings,  but  by  the  end  of  die  first  day  of  trading 
has  a  market  value  of  $2  billion.  Ergo,  investors  in 
all  tech  stocks  have  taken  leave  of  riieir  senses.  A 
crash  in  technology  stocks  is  imminent. 

I  don't  buy  this  logic. 

Like  all  stocks,  technology  issues  sometimes 
climb  above  intrinsic  values,  and,  inevitably,  drop 
back.  But  "technology"  covers  a  lot  of  ground, 
and  it  is  a  dangerous  fallacy  diat  die  whole  group 
moves  in  sync.  At  any  given  moment,  you  can 
find  an  undervalued  stock  sector  within  the  tech 
group.  At  this  moment,  for  example,  semicon- 
ductors are  nearing  the  top  of  their  cycle,  but 
many  computer  and  software  stocks  are  fairly 
priced,  and  biotechs  are  just  getting  off  the  pad. 

Semiconductor  stocks  are 
not  exactly  wildly  elevated. 
Intel  is  at  19  times  earnings. 


Digital  technology  is,  like  energy  or  food, 
woven  through  our  economic  fabric.  Is  it  a  fad? 
No,  that  would  be  like  King  James'  calling  Gu- 
tenberg's invention  a  fad.  Digital  technology  ac- 
counts tor  a  large  and  growing  traction  of  this 
country's  output.  In  1996  the  semiconductor 
industry  will  have  been  growing  for  half  a 
century.  It  is  hardly  a  passing  fancy. 

Semiconductors  have  been  the  engine  of 
this  war's  rally,  and  most  of  the  lecturing  about 
how  technology  stocks  are  due  for  a  crash  con- 
fuses the  whole  technology  stock  group  with  this 
one  sector. 

Digital  technology  businesses  are  driven  by 
an  inventory  cycle  that  tends  to  make  technol- 
ogy stocks  rally  through  three  distinct  stages. 
Semiconductor  stocks  are  always  first.  Then 
computer  stocks.  Then  software  stocks. 

The  digital  technology  group  will  not  peak 
until  software  stocks  are  as  elevated  as  semicon- 
ductors are  today.  The  topping  pattern  to 
watch  out  for  is  one  in  which  semiconductor 


stocks  are  depressed,  computers  are  flat  or  in 
decline  and  software  is  still  going  straight  up. 

Let's  pause  at  this  point  to  note  diat  the  semi-| 
conductors,  while  showing  nice  percentage  gain; 
from  a  year  ago,  are  not  exactiy  wildly  elevated. 
Intel  is  trading  at  19  times  bailing  earnings,  whil 
the  s&p  500  is  at  17  times. 

The  pattern  we  are  seeing  right  now  is  not  al 
all  one  of  depressed  share  prices  for  semiconductcj 
makers  and  rising  prices  for  software  developers. 
Rather,  it  is  characteristic  of  the  culmination  o| 
the  first  third  of  a  long  rally  for  die  digital 
sector.  Sooner  or  later  the  semiconductors  will| 
drop  back,  and  the  leadership  will  be  handed 
over  to  computer  stocks. 

Granted,  this  is  a  more  complicated  script 
than  the  oversimplified  notion  of  a  technology 
bubble,  but  it  is  the  way  these  stocks  have 
tended  to  rotate  in  past  rallies.  If  you  really  arel 
convinced  that  die  digital  rally  is  over — over, 
that  is,  for  all  three  sectors:  semiconductors, 
computers  and  software — then  buy  biotech. 
Biotechs  are,  as  a  subset  of  drug  stocks,  a  defensivn 
play  in  a  declining  economy.  They  tend  to 
move  opposite  from  the  digital  technology 
stocks,  which  benefit  in  periods  of  economic 
strength. 

In  trying  to  guess  where  the  top  might  be  inj 
semiconductors,  it  might  be  helpful  to  ask  why] 
this  group  has  had  such  a  spectacular  runup. 
Part  of  the  answer  is  simply  that  the  semicon- 
ductor rally  started  from  the  bottom  of  a  very 
deep  well.  Last  year  was  one  of  the  worst  years 
for  technology  stocks  that  I  have  ever  seen.  In 
the  spring  of  1994  semiconductor  stocks  as  a 
whole  were  off  almost  one-fourth.  This  is  why, 
in  newspaper  accounts  of  the  supposed  stock 
bubble,  time  is  conveniently  assumed  to  begin 
on  June  30,  1994.  Published  graphs  of  the  semi- 
conductor rally  look  like  a  mop  handle  leaned 
against  the  wall,  with  the  mop  head  sitting  on 
June  30,  1994. 

Here  is  a  rhetorical  convenience.  If  you  are 
writing  about  technomania,  why  muddy  the 
issue  by  mentioning  that  the  semiconductor 
stocks  went  a  long  way  down  before  they  turned' 
around?  But  this  is  what  they  did. 

The  semiconductor  group  finally  began  to 
rally  in  earnest  in  November.  But  it  took  until  the 
spring  of  1995  for  the  semiconductor  index  to 
simply  recover  the  24%  loss  it  had  taken  in  the 
course  of  the  disasttous  first  half  of  1994.  Since 
then  the  semiconductors  have  rallied  to  new  high 
ground.  Sooner  or  later  they  will  make  a  top. 
Why  not?  But  we  are  not  yet  at  an  unsustainable 
level,  and  we  are  certainly  not  in  the  grip  of 
technomania  for  the  whole  digital  group. 

It  follows  from  this  view  of  the  broad  tech- 
nology stock  market  that  computer  stocks  are 
next  in  line  for  good  gains.  I  suggest  Compaq 
at  50  or  better  and  IBM  if  it  dips  to  103.  M 
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Today,  the  question  is  how  do  you 
best  orchestrate  your  local  and 
wide  area  networks  to  maximize 
your  investment  and  be  more  com- 
petitive? How  do  you  get  different 
networking  products  from  multiple 
vendors  to  play  in  harmony?  And 
where  can  you  get  an  objective 
perspectiveforfull  network  support? 
From  structured  cabling  systems 
and  active  LAN  and  WAN  data 
management  to  design,  sourcing 
and  maintenance  services? 


ATCH  OUT  FOR  ADVICE 
HAT  PLAYS  HAVOC  WITH 
YOUR  NETWORK. 


Inixter.  Nobody  knows  net- 
working like  we  do.  Because 
we  partner  with  all  the  leading 
suppliers,  we're  not  tied  to  single- 
vendor  solutions.  Through  our 
network  integration  service,  we'll 
help  you  design,  implement  and 
support  your  network  so  you're 
free  to  focus  on  applications  and 
future  planning.  For  productive 
solutions  to  keep  your  network  in 
tune  with  your  business  demands, 
listen  to  Anixter. 

1  -800-ANIXTER 

http://www.anixter.com 


ANIXfiEl 


1995  Anixter  Inc. 
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Publishing  genes 

Christine  Maxwell 
learned  publishing  from 
her  father,  the  bankrupt 
and  discredited  British  ty- 
coon Robert  Maxwell. 
Now  the  daughter,  45,  has 
developed  a  successful 
new  publishing  product: 
the  McKinley,  an  on-line 
director}'  that  describes — 
and  rates — sites  on  the 
Internet. 

Maxwell  wrote  a  dic- 
tionary for  her  dad's  Perga- 
mon  Press;  was  editor  of 
A.  Wheaton,  his  education- 
al division;  and  opened 
his  U.S.  West  Coast  office. 
One  day  she  wanted  to 


She's  kidding 

Since  the  ouster  of  Mau- 
rice Saatchi  from  Saatchi  & 
Saatchi  Pic.  last  Decem- 
ber, its  big  advertising 
agencies  have  been  in  a 
free-fall — losing  clients  like 
Mars  and  British  Airways, 
along  with  top  executives. 
The  U.S.  subsidiary  has 
tared  no  better,  with  reve- 
nues down  14%  in  the 
first  half  of  this  year. 

Anv  bright  spots?  Saat- 
chi's  Kid  Connection  divi- 
sion, run  by  Rachel 
Celler,  who  formed  it  in 


Saatchi's  Rachel  Geller 
Tapping  the  kids'  market. 


use  the  Internet  but 
couldn't  find  a  guide- 
book. "I  wondered  when 
something  would  come 
out  to  help,'1  says  Maxwell. 

With  financing  from 
Macmillan  in  1994,  Max- 
well published  an  Inter- 
net vellow  pages,  which  has 
developed  into  the  Mc- 
Kinlev.  The  directory  goes 
on-line  this  month,  avail- 
able through  licenses  to 
IBM's  I  nfoMarket,  AT&T's 
WorldNet  and  Netcom.  A 
dozen  or  so  more  deals  are 
pending,  and  Maxwell  ex- 
pects them  to  bring  in  S25 
million  in  revenues  next 

1992  specifically  to  mar- 
ket products  to  children 
aged  2  to  14. 

"I  look  at  an  adult  cat- 
egory and  how  I  can  focus 
it  on  kids,"  says  Geller, 
44.  Example?  McCain  El- 
lio's  frozen  pizza.  The  kid 
angle — no  crust.  For  Yo- 
plait,  she  helped  develop 
Trix  multicolored  vogurt. 

A  1974  Hebrew  Uni-    - 
versity  graduate,  Geller 
started  as  a  secretary  and 
worked  her  way  up  in  re- 
search at  bbdo  before  go- 
ing to  Saatchi  &  Saatchi  in 
1984.  Her  kid  niche  is 
paying  off — billings  should 
hit  SI 25  million  this  year, 
up  20%. 


year.  Fallen  from  inherit- 
ed wealth,  this  woman 
seems  determined  to 
achieve  wealth  and  success 
on  her  own. 


Christine  Maxwell  otthe 
McKinley  Internet  directory 
Striking  out  on  her  own  in 
the  publishing  field  follow- 
ing her  father's  death. 


* 


Phone  strategies 

"I  wanted  to  be  a  gener- 
al," says  1974  West  Point 
alum  Donald  Harris.  In- 
stead, as  president  of 
Wayne,  Pa. -based  Com- 
cast Cellular,  Harris  is  lead- 
ing his  division  against  an 


Philadelphia  cellular  compa- 
ny from  John  Kluge  for 
$1.1  billion  and  wanted  to 
build  it  up.  Widiin  three 
years  Harris  has  quadrupled 
subscribers  in  the  mid- At-   | 
lantic  region  to  600,000. 
Revenues  this  year  should 
top  $375  million,  almost  tri 


\ 


, 


unlikely  enemy — his  parent 
company.  Comcast,  with 
partners  Sprint,  Cox  and 
TCI,  recently  paid  $2.1 
billion  for  29  PCS  licenses, 
which  will  compete  with 
cellular  for  customers  by 
next  year. 

Harris,  42,  signed  on 
with  Comcast  in  1992  after 
heading  up  two  PacTel 
cellular  operations.  Com- 
cast had  just  bought  a 


Comcast  Cellular's 
Donald  Harris 
With  Comcast's 
foray  into  PCS  and 
its  exit  from 
Nextel,  is  he 
working  behind 
enemy  lines? 


pje  the  amount  when  Har- 
ris started. 

Comcast  just  sold  its 
4%  stake  in  Nextel,  a  mobile 
radio  wireless  communi- 
cation outfit.  What  does 
that  say  about  its  commit- 
ment to  cellular?  Harris 
isn't  waiting  for  the  an- 
swer. He's  forging  ahead — 
expanding  into  South 
America  and  Europe.  The 
battle's  just  begun.  ■§ 
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1BD      DEGREES      DF     SEPARATION 


E  SPACE 


NTRODUCING 


SERVICE 


What  separates  sleep  from  sleep- 
lessness,  comfort   from   crowding, 
Air  France  from  other  airlines?  In  a 
word,  space.  In  our  new  L'Espace  180  and  L'Espace  127  classes, 
the  space  to  indulge  yourself  is  in  great  supply.  L'Espace  180  boasts 
the  only  airline  seat  that  reclines  a  full  180  degrees.  (Flat,  as  in  bed.) 
Add  the  comfort  of  a  down  comforter  and  pillow,  a  built-in  video 
entertainment  system,  gourmet  cuisine  and  fine  wines,  and  your  seat 
suddenly  becomes  your  quarters.  For  business,  L'Espace  127  offers 
the  generous  amenities  of  our  premium  class  in  a  seat  perfectly  angled 
for  complete  muscle  relaxation.  For  a  measurably  different  experience, 
call  your  travel  professional  or  Air  France  at  1-800-AF-PARIS. 
Jnderstandably,  nothing  else  comes  close. 


*MV 


Staged  introduction  of  L'Espace  service  begins  September,  1995. 
L'Espace,  L'Espace  180  and  L'Espace  127  arc  service  marks  of  Air  France  &  Air  France  1995 
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Opportunity  for  smart  investors:  Closed-end  funds 
are  out  of  favor.  Today  you  can  buy  good  ones 
at  a  handsome  discount. 

Buyer's  market 


By  Mary  Beth  Grover 

Closed  end  funds  are  in  a  stupor. 
Just  two  years  back,  1993,  Wall  Street 
sold  S18  billion  worth  of  these  things 
to  eager  investors.  That  flood  has 
become  a  trickle:  So  far  this  year 
brokers  have  unloaded  only  S270  mil- 
lion on  new  investors.  But  this  state  of 
affairs,  sad  as  it  may  be  for  commis- 
sion-hungry brokers,  is  good  for  the 
discerning  investor. 

At  a  time  when  new  closed-ends 
aren't  selling,  the  old  ones  can  be  had 
at  nice  discounts.  You  buy  them  sec- 
ondhand, usually  on  the  New  York 
Stock  Exchange,  at  dis- 
counts of  up  to  20%.  That 
means  you  can  purchase  a 
dollar's  worth  of  portfolio 
for  only  80  cents.  If  the 
closed-end  fund  is  well  run, 
the  discounted  purchase  is 
an  appealing  alternative  to 
buying  an  open-end  hind, 
where  you  must  pay  full 
asset  value  to  get  in. 

In  the  last  issue  (Aug. 
28)  we  rated  open-end 
funds — the  kind  of  fund 
that  stands  ready  to  redeem 
a  departing  shareholder  at 
net  asset  value  (in  some  cases,  minus  a 
redemption  fee).  In  this  issue  we  rate 
closed-ends,  those  that  cannot  be  re- 
deemed. To  get  out  of  a  closed-end, 
you  have  to  find  someone  else  to  take 
your  place.  Depending  on  the  mood 
of  the  market,  you  may  have  to  take 
considerably  less  than  net  asset  val- 
ue— as  is  true  in  most  cases  right  now. 
At  other  times,  depending  upon  the 
mood  of  the  market,  the  discounts 
may  narrow  or  even  turn  into  a  premi- 
um. Assuming  you  are  smart  enough 
to  get  in  at  a  good  discount,  the  fund 
may  prove  to  be  an  excellent  holding. 

There  has  been  a  tendency  to.-  closed- 
end  discounts  to  widen  in  a  beai  mar- 
ket— they   were   as   high   as   50%   in 


1974 — and  narrow  in  a  bull  market. 
This  year,  however,  the  discounts  have 
been  widening  in  a  bull  market.  The 
stock  market  is  up  24%  since  January  and 
bonds  have  recovered  a  bit,  but  the 
average  equity  closed-end-fund  dis- 
count is  as  wide  as  it's  been  in  almost  five 
years.  What  gives? 

One  explanation:  The  market  may  be 
suffering  a  hangover  from  hea\y  issu- 
ance of  fund  shares  last  year  and  in  1990. 
Another:  Small  iiwestors,  looking  for 
fast   action,    may   be   shunning   these 


downtrodden  issues.  As  for  closed-end 
bond  funds,  we're  probably  witnessing 
the  lingering  aftereffects  of  last  year's 
crash  in  the  bond  market.  Disillusioned 
investors  who  bought  closed-end  bond 
funds  two  years  ago  are  perhaps  still 
unloading. 

For  individual  funds,  the  reason  for 
a  deep  discount  is  often  more  specific. 
If  an  equity  fund  has  a  disappointing 
year  relative  to  the  stock  market,  the 
discount  may  widen.  Or  a  heavy  dis- 
count may  reflect  a  heavy  expense 
burden.  Conversely,  a  fund  may  shoot 
up  to  a  premium  over  its  net  asset 
value  if  it  has  a  good  year. 

Consider    the    spicy    Thai    Fund. 


When  the  Thai  stock  market  was  real 
ly  smoking  back  in  1989,  the  net  asse 
value  of  the  fund  more  than  doublec 
Impressed  investors  bid  the  premiur 
up  to  90%  by  year-end.  But  when  The 
stocks  cooled  the  next  year,  the  pre: 
mium  vanished.  The  shares  now  Ian 
guish  at  an  11%  discount  to  net  asse' 
value.  If  you  like  Thailand,  now  is  th< 
time  to  buy,  not  then. 

With  closed-ends,  as  with  any  othe 
stocks,  the  best  possible  advice  is; 
Avoid  hot  trends.  When  Germany  wa: 
hot  after  the  Berlin  Wall  fell  in  latt 
1989,  investors  bid  the  German) 
Fund  to  a  90%  premium.  Germany  i;i 
still  there  and  it  is  slowly  absorbing 
East  Germany,  but  investors  who 
bought  into  the  early  enthusiasm  have 
lost  a  third  of  their  money.  But  the 
ride  can  be  rewarding  if  you  buy  at  a 
good  enough  discount.  Not  quite  ten 
years  ago  shares  in  the  Mexico  Fund 
sank  to  a  60%  discount  amidst  thei 
country's  debt  crisis.  Had  you  bought 
then,  you  would  be  sitting  on  a 
1,300%  gain  now,  even  after  the  ca- 
_  lamity  in  the  Mexican  marl 
|   ket  last  winter. 

Here  are  three  things  to 
focus  on  in  selecting  Zi 
closed-end: 

First,  performance.  Try 
to  get  a  fund  that  has  at  least! 
kept  up  with  the  market. 
The  Best  Buy  closed-ends 
\l)   r  shown  in  the  tables  here 

have  all  beaten  a  relevant 
market  index  over  the  past 
year.  For  the  Austria  Fund, 
for  example,  the  compari- 
son is  to  the  Morgan  Stan- 
ley Capital  International 
Austria  Index. 

Next,  discount.  Try  to  buy  at  a 
discount  of  10%  or  better,  and  in  any 
event  at  a  discount  wider  than  normal 
for  this  particular  fund.  Our  Best  Buy 
selections  are  all  trading  at  discounts 
greater  than  their  average  discount 
over  the  past  year. 

Never  pay  a  premium.  Never,  nev- 
er, never.  This  rule  alone  precludes 
the  purchase  of  a  closed-end  at  origi- 
nal issue,  when  shares  typically  go  for 
107%  of  net  asset  value.  The  7%  mark- 
up is  to  cover  a  heft)'  sales  commission 
to  the  broker.  (Your  broker  will  be 
much  less  interested  in  selling  you  a 
used  closed-end,  where  the  commis- 
sion is  ijkelv  to  be  only  1%  or  so.) 
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Also  note  that  the  brokers  have  a 
m  mack  for  offering  new  closed-ends  at 
narket  tops.  Morgan  Stanley  Africa 
cmij  nvestment  Fund  was  sold  (at  a  7% 
.:ilj  premium)  right  before  emerging 
lepl  narkets  crashed  in  early  1994.  It  re- 
s;i  rently  traded  at  a  25%  discount  and 
aaa  12%  less  than  its  offering  price. 
rjfi|  Last,  consider  the  annual  cost  of 
owning  the  fund,  what  is  known  as 
oily  :he  expense  ratio.  The  greater  this 
in  i  :xpense  burden,  the  greater  a  dis- 
uyj  :ount  you  should  expect.  As  a  rule  of 
n  {  :humb,  consider  only  closed-end 
rmai  unds  with  a  discount  at  least  ten 
imv  imes  the  expense  ratio.  All  of  our 
irbin  ?est  Buy  entries  meet  this  minimum. 
K'h  They  are  listed  in  descending  order  of 
ihi  a  combined  score  that  reflects  both 
it  rj  recent  performance  and  ratio  of  dis- 
a  :ount  to  expenses. 
•xn  Discounts,  expense  ratios — why 
Km  even  link  the  two?  Because  a  deep 


enough  discount  can  make  up  for 
overhead  losses.  If  you  buy  at  a  20% 
discount,  you  are  buying  dollars  for 
80  cents  each.  Even'  time  the  fund 
makes  a  cash  distribution — whether 
of  income,  capital  gain  or  a  return  of 
capital — you  are  getting  back  those 
80-cent  dollars  at  par.  These  little 
windfalls  can  offset  what  you  are  los- 
ing to  fund  management  costs. 

A  heavy  expense  burden  is  a  drag  on 
both  portfolio  performance  and  the 
fund's  share  price.  Consider  two 
funds  investing  in  Spain,  where  the 
market  has  been  doing  badly.  Growth 
Fund  of  Spain  has  a  fairly  low  expense 
ratio  (as  foreign  funds  go)  of  1.2%  of 
assets  annually;  the  fund  made  2.8% 
over  the  past  five  years.  The  Spain 
Fund  is  burdened  by  a  2.1%  expense 
ratio;  this  fund  has  lost  3%  per  year. 
Most  of  the  difference  has  to  do  with 
stock  picking,  but  the  latter  fund's  lag 


was  measurably  aggravated  by  high 
expenses. 

To  be  included  in  our  closed-end- 
fund  survey,  which  begins  on  page 
274,  a  fund  must  have  at  least  one  year 
of  performance  data.  Stock,  balanced, 
international  stock  and  global  bond 
funds  must  have  at  least  $50  million  in 
assets.  Taxable,  municipal  and  junk 
bond  funds  must  have  at  least  $100 
million.  Also,  a  bond  fund  (excluding 
junk)  is  listed  only  if  its  discount  is  at 
least  ten  times  its  expense  ratio.  If  a 
closed-end  bond  fund  doesn't  meet 
that  bogey,  don't  give  it  a  second 
look.  You  would  almost  certainly  be 
better  off  buying  a  low-cost,  no-load, 
open-end  bond  fund. 

These  funds  aren't  for  everybody, 
but,  bought  right  by  investors  who 
understand  the  nature  of  the  beast, 
they  can  be  a  good  place  to  stash  some 
of  your  long-term  money.  ■■ 
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Best  Buys:  stock  funds 

Performance       Fund 

UP      DOWN 

—markets- 
Global  Health  Sciences  Fund 
Austria  Fund 

B  A+       Bergstrom  Capital 

Growth  Fund  of  Spain 

Morgan  Stanley  Africa  Investment 

■  F  Morgan  Grenfell  SmallCap  Fund 

New  South  Africa  Fund 
A+  Castle  Convertible  Fund 
B  Lincoln  National  Convertible  Securities 

France  Growth  Fund 


■  B 

D 
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Total  return       Assets 

Discount — 

Annual 

Manager  (years) 

last  12         6/30/95 

recent 

52-week 

expenses 

months          ($mil) 

average 

per  $100 

44.7%            $316 

-19.3% 

-19.0% 

$1.36 

Barry  Kurokawa  (2) 

10.2                120 

-21.0 

-14.8 

1.49 

Mark  Breedon  (4) 

30.6                136 

-14.6 

-11.3 

0.84 

Erik  Bergstrom  (19) 

12.7                222 

-22.3 

-19.4 

1.18 

Eduardo  Suarez  (5) 

22.1                237 

-24.9 

-21.4 

1.87 

Marianne  Hay  (1) 

34.2.                74 

-16.7 

-15.8 

1.52 

Robert  Kern  (8) 

25.1                 85 

-21.3 

-19.2 

2.10  • 

Carmen  Maynard  (1) 

19.1                 60 

-13.4 

-7.4 

1.05 

David  Alger  (16) 

ies               19.3                119 

-11.9 

-9.3 

1.09 

Robert  Schwartz  (2) 

9.9                191 

-17.5 

-16.0 

1.63 

Eric  Bleines  (5) 

Fund 


Best  Buys:  bond  funds 


TCW/DW  Term  Trust  2003 
TCW/DW  Term  Trust  2000 
TCW/DW  Term  Trust  2002 
BlackRock  Investment  Quality  Term 
Hyperion  2002  Term  Trust 

Hyperion  1999  Term  Trust 
Income  Opportunities  1999 
InterCapital  Quality  Muni  Sees 
American  Municipal  Term  Trust  II 
Fort  Dearborn  Income  Securities 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A. 

Sources:  Forbes;  Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


Total  return 

Assets 

Discount — 

Annual 

Manager  (years) 

last  12 

6/30/95 

recent 

52-week 

expenses 

months 

($mil) 

average 

per  $100 

18.9% 

$955 

-16.7% 

-8.5% 

$0.76 

Philip  Barach  (2) 

18.9 

479 

-15.7 

-4.9 

0.72 

Philip  Barach  (2) 

16.9 

443 

-15.2 

-3.9 

0.78 

Philip  Barach  (3) 

ri     13.9 

336 

-16.8 

-13.8 

0.93 

Multiple  managers  (3) 

13.7 

304 

-17.7 

-14.1 

0.95 

David  Ricci  (2) 

120 

505 

-15.5 

-12.3 

0.83 

Clifford  Lai  (2) 

11.3 

467 

-12.7 

-12.0 

0.67 

Gregory  Maunz  (3) 

-a 

366 

-15.4 

-12.1 

0.81 

James  Willison  (2) 

10.1 

120 

-9.4 

-8.6 

0.60 

Multiple  managers  (4) 

11.6 

145 

-12.3 

-10.0 

0.72 

Dennis  Hesse  (10) 

The  funds  in  these  two 
tables  combine  market- 
beating  recent 
performance,  high 
discounts  and  fair 
expense  ratios.  They  are 
listed  in  descending  order 
of  a  combined  score  that 
reflects  all  three  criteria. 
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Those  discounted  country  funds  look  like  bargains— 
until  you  see  the  much  deeper  discounts  on  their 
offshore  cousins.  Economist  Andrew  Weiss  explains. 

Buy  them  where 
they're  cheap 


By  Michael  Schuman 

You  TAKE  A  certain  risk  buying  Bronze 
Age  pottery  from  art  dealers  in  the 
Middle  East.  The  pieces  might  be 
fakes,  and  forget  about  getting  your 
money  back  if  they  are.  But  if  the  price 
is  right,  the  risk  may  be  worth  it,  says 
money  manager  Andrew  Weiss.  His 
Brookline,  Mass.  home  is  full  of  the 
ancient  artifacts,  and  he  assembled 
the  collection  much  more  economi- 
cally than  he  could  have  by  buying 
from  safer  sources  in  the  U.S.  "I  never 
pay  the  listed  price,"  he  says.  "I  al- 
ways want  to  get  the  genuine  article  at 
a  good  price.1 ' 

Weiss,  48,  takes  the  same  attitude 
on  Wall  Street,  where  he  specializes  in 
closed-end  funds.  Single-country 
closed-end  funds  are  available  in  the 
U.S. — 50  of  them  trade  on  the  New 
York  Stock  Exchange.  Similar  funds 
are  also  available  abroad,  in  markets 
such  as  Singapore,  Prague  and  Bang- 
kok. Abroad,  you  could  get  ripped  off 
by  a  dishonest  broker,  and  you  don't 
have  the  Securities  &  Exchange  Com- 
mission to  protect  you  from  a  scam  at 
the  fund  itself.  But  closed-end  coun- 
try funds  are  often  much  cheaper  in 
overseas  markets.  The  risk  is  worth  it, 
says  Weiss. 

Weiss,  who  serves  as  a  full-time 
professor  of  economics  at  Boston 
University,  moonlights  as  the  invest- 
ment adviser  to  three  New  York  City- 
based  hedge  funds  with  assets  totaling 
$27  million.  His  portfolios  consist 
almost  exclusively  of  closed-end 
country  funds.  Weiss  boasts  a  28% 
annualized  return  over  the  past  four 
years;  for  the  six  years  before  that  he 
claims  he  did  just  as  well  on  an  ac- 
count consisting  of  family  money. 
This  performance  is  after  his  fee  of 
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15%  to  20%  of  the  profits. 

Why  country  funds?  Says  Weiss: 
"[They]  are  the  best  way  to  buy  assets 
in  a  market  at  a  price  less  than  their 
market  value,"  he  says. 

A  lot  less.  Weiss  has  taken  advan- 
tage of  discounts  of  50%  or  more  on 
low-profile  exchanges  like  Dublin  or 
Luxembourg.  In  New  York,  country 
funds  are  trading  at  much  higher  dis- 
counts than  they  were  a  few  years  ago; 
the  table  on  page  280  shows  half  a 
dozen  with  20%  or  better  discounts. 
Not  good  enough  for  Weiss.  He 
hasn't  bought  any  U.S. -listed  funds 
since  1991.         / 

You  could  say  he  was  spoiled  by  his 
first  foray  into  country  funds.  While  a 
student  at  Williams  College  in  1966, 
Weiss  borrowed  money  from  his  t\\- 
ther,  a  hospital  supply  wholesaler  in 
New  York  City,  and  bought  the  Japan 
Fund.  The  fund  was  then  trading  at  a 
huge  discount  to  its  net  asset  value, 
and  the  Japanese  market  was  trading 
at  16  times  earnings.  When  he  sold 
the  Japan  Fund  in  1986,  he  had  a 
5,650%  gain. 

After  buying  a  cheap  foreign-based 
fund,  Weiss  waits  patiently.  Some- 
times the  discount  widens.  Weiss  usu- 
ally doesn't  buy  more,  but  he  doesn't 
sell,  either.  In  most  cases  the  discount 
eventually  narrows. 

Weiss  is  perfectly  willing  to  leave 
some  money  on  the  table.  If  the 
fund's  discount  narrows  to  10%,  he 
thinks  about  selling. 

In  some  cases  it  doesn't  make  sense 
to  sell,  because  the  discount  is  headed 
to  zero:  A  lot  of  foreign- issued  closed- 
ends  have  either  termination  dates  or 
provisions  for  shareholder  votes  on 
becoming    open-end.    In    February 


Economist 
Andrew  Weiss 
"I'm  like 
the  house 
at  a  casino." 


Weiss  went  to  the  Prague  stock  ex- 
change to  get  shares  in  the  Quick 
Return  Fund  at  a  27%  discount.  The 
fund  began  liquidating  on  Aug.  8. 
The  Czech  market  had  fallen  in  the 
meantime,  but  the  discount  enabled 
Weiss  to  clear  an  8%  profit  on 
the  trade. 

Weiss  shorts  funds  that  trade  at 
premiums — for  example,  the  NYSE 
listed  Japan  Equity  fund.  Besides  the 
fund's  19%  premium,  he  dislikes  Ja- 

Forbes  ■  September  11,  1995 


pan's  price/earnings  ratio — a  stag- 
gering 103,  versus  about  16  times 
earnings  on  the  NYSE — and  he  dislikes 
the  overvalued  yen.  On  all  three 
counts — premium,  P/E  ratio  and  cur- 
rency— the  fund  marks  a  sharp  con- 
trast to  the  Japan  Fund  of  1966. 

Last  year  he  pulled  a  neat  straddle. 
In  May  Weiss  shorted  the  NYSE-listed 
Turkish  Investment  Fund,  then  at  a 
78%  premium,  and  bought  Luxem- 
bourg's Turkish  Growth  Fund,  which 
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was  at  a  16%  discount.  In  September 
he  sold  Turkish  Growth  at  a  19%  gain. 
When  Weiss  covered  the  short  in  Jan- 
uary, Turkish  Investment  had  fallen 
to  a  32%  premium.  Weiss'  return  on 
the  short  sale:  52%. 

Weiss  has  2%  of  his  portfolio  invest- 
ed in  warrants,  rare  in  the  U.S.  but 
more  common  in  funds  based  in  Eu- 
rope. Recently  he  picked  up  warrants 
in  the  London-traded  South  America 
Fund  for  $1.50.  The  warrants  have  a 


strike  price  of  $2  and  expire 
in  12  months,  when  share- 
holders will  vote  on  wheth- 
er to  open-end  the  fund. 
The  closed-end's  shares 
were  recently  trading  at 
S3.48,  but  its  fully  diluted 
net  asset  value  is  S3. 90. 

If  this  fund's  portfolio 
goes  nowhere  for  the  next 
12  months  but  the  fund 
open-ends,  each  warrant 
will  be  worth  $1 .90  at  expi- 
ration— a  27%  gain  for 
Weiss.  The  fund's  portfolio 
could,  to  be  sure,  fall 
enough  to  make  the  war- 
rants worthless.  But  Weiss 
expects  the  reverse.  The 
fund  is  50%  invested  in  Bra- 
zil, where  Weiss  expects  big 
gains  (stocks  there  trade,  on 
average,  at  half  of  book  val- 
ue). If  the  fund's  asset  value 
climbs  10%  by  its  termina- 
tion date,  Weiss  will  have  a 
50%  return  on  his  warrants, 
before  trading  costs. 

Weiss'  hedge  funds  are 
usually  invested  in  about  25 
different  countries.  "Each 
country  fund  on  its  own  is 
risky,"  Weiss  explains. 
"But  a  diversified  portfolio 
of  numerous  countries  is 
[not].  I'm  like  the  house  at 
a  casino.  Maybe  one  night 
some  of  my  tables  will  lose 
money.  But  the  house 
won't  lose  money  night  af- 
ter night." 

Most  of  Weiss'  holdings 
are  funds  that  trade  thinly 
on  foreign  markets  and 
therefore  aren't  suitable  for 
retail  investors.  But  here  are 
a  few  he  thinks  are  perhaps 
suitable.  The  Hungarian 
Investment  Co.,  which  is 
trading  at  a  26%  discount,  and  the 
Thailand  International  Fund,  with  a 
24%  discount,  both  trade  in  London 
and  terminate  in  1998.  Two  funds 
trading  on  the  Toronto  exchange 
have  discounts  over  30%  but,  alas,  no 
scheduled  votes  on  going  open:  Ca- 
nadian General  Investment  and  Unit- 
ed Corps.  If  you  want  to  trade,  advises 
Weiss,  have  your  broker  spell  out  his 
currency  conversion  rate  in  advance; 
it's  easy  to  get  ripped  off.  Wk 
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Stock  funds 


Just  as  we  do  open-end  funds,  which  were  covered  in  the 
Aug.  28  survey,  we  rate  closed-end  funds  separately  in  up 
and  down  markets.  Here  we  are  measuring  portfolio 
performance,  not  stock  market  results,  so  we  calculate 
returns  using  net  asset  values  rather  than  market  prices.  To 
be  graded,  a  fund  must  have  existed  over  at  least  two  full 
market  cycles,  or  since  Aug.  31,  1987.  Funds  are  graded 


not   only    against    their   closed-end 

peers  but  also  against  their  open-end 

peers.  Share  prices  and  discounts  are 

as  of  Aug.  4.  To  get  into  a  closed-end, 

you  call  a  stockbroker  with  an  order  to  purchase  shares,  a 

you  would  to  buy  into  IBM.  For  more  on  finding  good  buy 

among  closed-ends,  see  the  storv  on  page  268. 


Performance 

UP         DOWN 

—markets— 
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■  A         ■: 
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Fund 


Standard  &  Poor's  500  stock  average 
Forbes  closed-end  stock  composite 

Adams  Express 
Charles  Allmon  Trust 
Baker,  Fentress  &  Co 
Bergstrom  Capital 
Blue  Chip  Value 

Central  Securities 
Cohen  &  Steers  Total  Return  Realty 
Counsellors  Tandem  Securities 
Delaware  Group  Dividend  &  Income 
First  Financial  Fund 

Gabelli  Equity  Trust 
General  American  Investors 
Hancock  Patriot  Preferred  Dividend1 
Hancock  Patriot  Premium  Dividend  I1 
Hancock  Patriot  Premium  Dividend  II1 

Hancock  Patriot  Select  Dividend1 
H&Q  Healthcare  Investors 
H&Q  Life  Sciences  Investors 
Inefficient-Market  Fund 
Jundt  Growth  Fund 

Liberty  All-Star  Equity 
Morgan  Grenfell  SmallCap 
New  Age  Media  Fund 
Petroleum  &  Resources  Corp 
Pilgrim  Regional  Bankshares 
Preferred  Income  Management 

Preferred  Income  Opportunity 
Quest  for  Value  Dual-Capital2 
Quest  for  Value  Dual-Income2 
Royce  OTC  Micro-Cap 
Royce  Value  Trust 
Salomon  Brothers  Fund 

Source  Capital  Fund 
Southeastern  Thrift  &  Bank 
Tri-Continental  Corp 
Vanguard  Gemini  II— Capital2 
Vanguard  Gemini  ll-lncome2 
Zweig  Fund 


Annualized  total  return 

6/83  last  12         5-year 

to  7/95        months 


14.3% 
11.9% 


12.3% 

8.4 
18.0 

11.9 


11.4 


9.6 


10.8 
12.5 

11.9 


20.2 
4.0 
13.1 
12.4 
22.8 

16.7 
13.0 
16.7 
17.8 

,17.4 

16.9 
27.9 

32.2 
11.9 

24.5 

24.5 
34.2 
42.6 
9.5 
14.9 
13.8 

12.4 

25.4 

212 
20.5 

19.6 

16.0 
22.6 
17.5 

18.3 


Assets         Recent       Premium/discount!-)       Annual 

6/30/95         price  recent        52-week      expenses 

($mil)  average      per  $100 


26.0% 

12.8% 

19.4% 

13.9% 

-9.5% 

$1.20 

17.0% 

11.8% 

$898 

17% 

-14.8% 

-12.7% 

$0.46 

12  0 

6.5 

120 

9 

-16.7 

-13.0 

1.51 

16.9 

7.4 

523 

16Ve 

-20.7 

-18.8 

0.75 

30.6 

17.9 

136 

98% 

-14.6 

-11.3 

0.84 

26.4 

12.5 

91 

V/2 

-12.6 

-12.4 

1.20 

22.4 

* 

7.0 

* 

40.1 


11.1 
13.7 

6.8 


17.1 

14.7 
11.1 


274 

96 

76 

193 

181 


214 

100 

83 

57 

245 


202 

792 

93 

305 

1,263 


21% 

13V8 
15 
13 
13%- 


1.7 
-0.6 
-13.7 
-5.6 

3.2 


14Vs 

16% 
11% 

10'/2 

16 


-1.6 
-14.6 
-16.6 
-19.5 

-5.8 


10% 
42% 

V/2 

12V2 
12% 


-9.7 
-6.9 

►-14.7 

-13.3 
-18.0 


-4.4 
0.4 
-13.3 
-4.6 
-0.9 


12.8 

875 

10 

-4.1 

1.8 

10.1 

551 

20V4 

-16.5 

-13.8 

— * 

147 

12V2 

-3.3 

-4.5 

10.7 

200 

8% 

0.7 

0.1 

11.2 

267 

iov2 

-4.6 

-4.8 

-3.8 
-13.2 
-13.3 
-20.6 

-6.4 


14.0 

808 

lOVs 

-6.8 

-4.6 

12.3 

74 

10% 

-16.7 

-15.8 

— * 

257 

14V2 

-17.4 

-17.7 

6.3 

371 

28 

-8.3 

-4.9 

19.7 

183 

11% 

-13.2 

-12.8 

— * 

208 

12V2 

-8.9 

-6.5 

-6.2 

-7.7 

-10.6 
-10.4 
-16.0 


0.65 
1.31 
1.30 
0.94 
1.03 

1.19 
1.20 
1.30 
1.29 
1.27 

1.20 
1.74 
1.91 
1.22 
1.58 

1.07 
1.52 
1.35 
0.78 
1.13 
1.99 

1.77 

0.74 

1.88 
2.00 
0.49 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period, 
funds.     2Dual  fund.  Performance,  asset  and  expense  data  on  capital  and  income  shares  treated  as  a  unit. 
Sources:  Forbes;  Upper  Analytical  Services. 
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It's  No  Wonder  People  Are 

Talking  About  Fidelity's 
FundsNetwork®... 

Invest  In  More  Than  350  No-load  Mutual  Funds, 
See  It  All  On  A  New  And  Better  Statement 


From  the  Ed/(or<;  m  n         93^. 


divi'denrk ^  a  '  reinves% 


Wde«ds  and  capita]  gain| 

MoneyGu/de 

Summer  7995 


Choose  No-Load  Funds  From  These 
Weil-Known  Companies 

Ariel  •  Artisan  •  American  Heritage  •  Babson  •  Baron 

Berger  •  Blanchard  •  Bramwell  •  Bull  &  Bear 

Cappiello-Rushmore  •  Crabbe  Huson  •  Cohen  &  Steers 

Dreyfus  •  FAM  •  Fidelity  •  Founders  •  Gabelli 

Guinness  Flight  •  Heartland  •  Hotchkis  &  Wiley  •  IAI 

Janus  •  Lexington  •  Merger  •  Montgomery 

Neuberger  &  Berman  •  Oberweis  •  PBH6  •  Rainier 

Robertson  Stephens  •  Royce  •  Rushmore  •  Schafer 

Skyline  •  SteinRoe  •  Strong  •  United  Services  •  Vontobel 

Warburg  Pincus  •  Wasatch  •  Wright  EquiFunds  •  Yacktman 


75  it  worth  opening  one  of  these  'network '  accounts? 
Definitely. " 

-Ellyn  E.  Spragins,  Smart  Money,  March  1994 

Fidelity  Investments  created  FundsNetwork  to  offer  you  more 
than  2,000  mutual  funds  from  Fidelity  and  other  popular 
companies  in  one  place.  First,  the  FundsNetwork  Investment 
Planner  helps  you  narrow  down  your  selection  from  more 
than  350  no-load  funds  available  without  paying  any  transac- 
tion fees  to  Fidelity. 

One  Call,  One  Statement  Does  It  All 

When  you  invest  through  FundsNetwork  your  mutual  funds, 
as  well  as  individual  securities,  are  consolidated  together  on 
Fidelity's  new,  comprehensive  statement  that  even  includes 
cost  basis  reporting  to  help  you  at  tax  time. 

Call  Today  With  FundsNetwork,  choice,  ease  and  service 
all  add  up  to  a  better  value  for  today's  mutual  fund  investor. 
Call  today  for  your  free  FundsNetwork  fact  kit. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-0154 


Fidelity 


Investments 


b/1981.001 

ror  more  complete  information  on  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  prospectuses 

arefully  before  you  invest  or  send  money. 

idelitv  reserves  the  right  lo  change  the  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or 
lore  short-term  redemptions  (sales  of  shares  held  less  than  six  months)  on  funds  available  with  no  transaction  fees  in  a  twelve  month  period.  If  you  purchased  a  no-load  hind  and  paid  a 
ransaction  fee.  you  will  be  obligated  to  pay  a  transaction  fee  upon  its  sale.  This  program  is  subject  to  change  without  notice.  All  fees  as  described  in  the  fund's  prospectus  still  apply. 

Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 


CLOSED  END  FUND  SURVEY 


Taxable  bond  funds 


Anyone  who  invests  in 
closed-end  bond  funds  got 
a  good  taste  last  year  of  what 
makes  them  risky:  In  a  bear 
market  (when  interest  rates 
rose),  the  funds'  portfolios 
sank  in  value,  while  fund 
share  prices  sank  still  fast- 
er— that  is,  discounts  from 
net  asset  value  widened.  For 
the  most  part,  fund  share 
prices  still  haven't  recov- 
ered from  this  drubbing.  Last  year  the  highest  discount 
shown  was  14%;  this  year  it's  18%.  To  be  listed  here  a  fund 
must  have  at  least  $100  million  in  assets  and  its  discount 
must  be  at  least  ten  times  its  expense  ratio.  Why?  Because 
high  fees  are  money  down  the  drain,  tolerable  only  ifyou  get 


a  bargain  when  buying  th 
fund.  Besides  expense} 
consider  interest  rate  risk,  i 
fund  with  a  low  grade  ii 
down  markets  is  probabl 
invested  at  the  long  end  o 
the  yield  curve;  a  fund  with  I 
high  grade  is  probabl; 
short.  Ifyou  expect  interes 
rates  to  rise,  go  for  shor 
maturities.  Conversely,  i 
interest  rates  fall  you  will  bt 
better  off  at  the  long  end  of  the  yield  curve .  We  grade  closed 
end  bond  funds  over  the  period  June  30,  1990  to  June  30 
1995,  the  same  used  in  grading  open-end  funds.  One-yeai 
and  five-year  annualized  returns,  however,  are  through  Jul) 
3 1 ,  and  premiums  and  discounts  are  as  of  Aug.  4. 


Performance 
UP  DOWN 
—markets— 


^ 

;- 

D 
F 

A 
D 

: 

B 
D 

j 

A 

B 
C 
B 

c 

I 

A 
B 
B 

D 
D 
C 
C 
B 

C 

C 
B 

B 
B 

9.3% 
9.7% 

10.3% 
8.9 


Fund 


Merrill  Lynch  corporate/govt  bond  index 
Forbes  closed-end  taxable  bond  composite 

American  Capital  Bond 
American  Opportunity  Income 
American  Select  Portfolio 
American  Strategic  Income  II 
American  Strategic  Income  III 

BEA  Income  Fund 
BlackRock  1999  Term  Trust 
BlackRock  Investment  Quality  Term 
BlackRock  Strategic  Term 
BlackRock  Target  Term  Trust 

Dean  Witter  Government  Income 
Fort  Dearborn  Income  Securities 
Hyperion  1999  Term  Trust 
Hyperion  2002  Term  Trust 
Hyperion  2005  Invest  Grade  Oppor 

Hyperion  Total  Return 
Income  Opportunities  1999 
Income  Opportunities  2000 
InterCapital  Income  Securities 
Kemper  Intermediate  Government 
MFS  Charter  Income 

MFS  Government  Markets  Income 
MFS  Intermediate  Income  Trust 
MFS  Multimarket  Income  Trust 
Montgomery  Street  Income  Sees 
Pacific  American  Income  Shares 
Putnam  Intermediate  Govt  Income 

Putnam  Master  Intermediate  Income 
Putnam  Premier  Income  Trust 
TCW/DW  Term  Trust  2000 
TCW/DW  Term  Trust  2002 
TCW/DW  Term  Trust  2003 
2002  Target  Term  Trust 


'Fund  not  in  operation  or  did  not  meet  asset  minimum  tor  ful 
Sources:  Forbes;  Upper  Analytical  Services. 


Annualized  total  return 

7/90         last  12 

to  7/95       months 


Yield         Assets       Recent     Premium/discount(-)     Annual 
%         6/30/95       price         recent      52-week    expenses 
($mil)  average     per  $100 


10.3% 
12.4% 


12.1 

11.2 

8.5 

207 

7% 

-10.4 

-10.8 

0.83 

* 

9.7 

6.3 

194 

7% 

-12.3 

-8.6 

0.71 

* 

13.9 

7.4 

336 

Vk 

-16.8 

-13.8 

0.93 

* 

10.5 

7.1 

512 

m 

-17.6 

-12.3 

0.98 

9.9 

11.3 
10.0 

6.9 

931 

8'/2 

-12.4 

-8.2 

0.75 
0.73 

7.5 

6.6 

482 

8Ve 

-10.7 

-10.7 

10.7 

11.6 

6.9 

145 

14% 

-12.3 

-10.0 

0.72 

— * 

12.0 

7.1 

505 

6% 

-15.5 

-12.3 

0.83 

— * 

13.7 

7.4 

304 

6% 

-17.7 

-14.1 

0.95 

— * 

10.2 
14.1 

8.2 

191 

7% 

-17.3 

-14.2 

1.08 
1.09 

9.8 

10.2 

254 

8% 

-14.9 

-12.5 

* 

11.3 

5.9 

467 

8 

-12.7 

-12.0 

0.67 

* 

11.6 

6.0 

119 

8% 

-13.3 

-13.2 

0.90 

10.2 

11.1 

8.6 

219 

16% 

-7.3 

-2.1 

0.69 

7.6 

8.0 

7.7 

278 

PA 

-11.9 

-9.8 

0.90 

10.6 

14.2 
11.4 

3.7 

787 

9% 

-9.8 

-11.0 

0.86 
0.97 

7.5 

2.5 

611 

65/8      ' 

-10.0 

-11.0 

7.9 

12.0 

2.5 

1,269 

6% 

-12.7 

-12.0 

091 

9.7 

14.2 

4.1 

788 

6% 

-11.8 

-11.0 

1.06 

10.9 

10.7 

7.1 

197 

17% 

-10.9 

-9.3 

0.71 

11.4 

13.2 

7.6 

147 

143/e 

-8.7 

-5.2 

0.78 

8.5 

10.1 
9.9 

7.0 

558 

7% 

-10.7 

-10.0 

0.87 
0.92 

10.3 

7.6 

324 

V/2 

-10.5 

-11.3 

10.6 

10.8 

8.0 

1,185 

V/2 

-11.4 

-10.8 

0.86 

* 

18.9 

6.2 

479 

V/b 

-15.7 

-4.9 

0.72 

* 

16.9 

8.1 

443 

VA 

-15.2 

-3.9 

0.78 

* 

18.9 

7.1 

955 

V/e 

-16.7 

-8.5 

0.76 

* 

10.7 

6.8 

148 

12V8 

-11.4 

-13.9 

0.90 

period. 
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•)95  WINNERS 


■:\(Z 


UALITY 


GOVERNMENT 

U.S.  Air  Force  18th  Wing 
Okinawa,  Japan 

MANUFACTURING 

K2  Corporation 
Vashon  Island,  Washington 

NOT-FOR-PROFIT 

Travis  Air  Force  Base 
"avis  Air  Force  Base,  California 

SERVICE  FIRM 

Merrill  Lynch 
Jacksonville,  Florida 

SMALL  FIRM 

Fairview-AFX 
Tulsa,  Oklahoma 


994  WINNERS 

GOVERNMENT 

Birmingham  Public  Schools 
Birmingham,  Alabama 

MANUFACTURING 

TRW  Military  Electronics 
&  Avionics  Division 
San  Diego,  California 

NOT-FOR-PROFIT 

jical  Center  Hospital  of  Vermont 
Burlington.  Vermont 

SERVICE  FIRM 

Pacific  Bell 
San  Ramon.  California 

SMALL  FIRM 

Libralter  Plastics,  Inc. 
Walled  Lake.  Michigan 


be  RIT 1 SA  TODAY  Quality  Cup:  an  original 
<k  of  art  in  silver  and  marble  by  Leonard  Urso 


eopk  are  the  catalyst  for 
creating  and  sustaining 
quality  organizations. 
The  Quality  Cup  Award 
honors  those  individuals." 


—Diane  Rivers,  Ed.D.,  Coordinator  of  Middle  Schools 
Birmingham  Public  Schools 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (RIT)  and  USA  TODAY  believe  in  the  power  of  the  Quality 
movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the  way  the  USA  does 
business.  Where  other  awards  may  honor  entire  companies,  only  the  Quality  Cup  honors  personal 
efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR— AND  REWARD— YOUR  SUCCESS  STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your  company  used  total 
quality  management  principles  to  boost  productivity?  Then  let  your  experience  be  an  inspiration  for 
others  by  nominating  yourself  or  an  individual  or  team  in  your  organization  in  one  of  the  five  categories 
for  the  award:  Government,  Manufacturing,  Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  deadline  for  nominations  for  the  1996  RIT/USA  TODAY  Quality  Cup  Competition  is  December  4.  If  you 
would  like  to  receive  an  application,  call  the  toll-free  number  below.  For  complete  information  about  the 
competition,  contact  Carol  Skalski  at  USA  TODAY  at  703-276-5890. 

1-800-USATRIT 

RIT 


MEHnLEEEEEE 


Municipal  bond  funds 


These  closed-end  tax-free  funds  did  badly  last  year:  Rising 
interest  rates  pushed  down  their  asset  values  and  investor 
disillusionment  widened  the  market  discounts  at  which 
their  shares  trade  hands.  We  use  their  net  asset  values  to 
rate  them  over  the  past  five  years,  with  separate  grades  for 
performance  during  36  bullish  months  and  24  bearish 


months.  Discounts  are  as  of  Aug.  4.  Yields  are  a  percentag 
of  net  asset  value,  not  price.  As  with  taxable  bond  fund: 
we  list  only  those  muni  funds  that  are  reasonably  pricec 
which  we  define  as  having  a  discount  at  least  ten  times  th 
annual  expense  ratio.  Two  muni  funds  made  our  Best  Bu 
recommendations  shown  on  page  269. 


II' 


Performance 
UP  DOWN 
—markets— 


A  + 


A  + 


Fund 


Annualized  total  return 

7/90        last  12 

to  7/95      months 


Lehman  Brothers  municipal  bond  index  8.1%  7.9% 

Forbes  closed-end  municipal  bond  composite  8.6%  7.5% 

American  Municipal  Income  Port  12.3% 
American  Municipal  Term  Trust  9.7 

American  Municipal  Term  Trust  II  10.1 

BlackRock  1998  Term  Trust  — *            9.9 

BlackRock  Insured  Muni  2008  — *  10.0 

BlackRock  Investment  Qual  Muni  8.7 

InterCapital  Calif  Quality  Muni  — *            7.7 

InterCapital  Insured  Municipal  Income  8.0 

InterCapital  Insured  Muni  Sees  8.0 

InterCapital  Quality  Muni  Income  8  6 

InterCapital  Quality  Muni  Sees 

MuniAssets  Fund 

Municipal  Income  6.9% 

Municipal  Income  Oppor  III  8.4 

Municipal  Partners  Fund  II 

MuniEnhanced  Fund  9.6 

MuniVest  California  Insured 

MuniVest  Florida  Fund 

MuniVest  Fund  9.3 

MuniVest  Fund  II  — * 

MuniVest  Michigan  Insured  6.3 

MuniVest  New  Jersey  7.1 

MuniVest  New  York  Insured  4.2 

MuniYield  California  Fund  6.3 

MuniYield  California  Insured  4.9 

MuniYield  California  Insured  II 
MuniYield  Florida  Fund 
MuniYield  Florida  Insured 
MuniYield  Fund 
MuniYield  Insured  Fund 

MuniYield  Insured  Fund  II  7.7 

MuniYield  Michigan  Insured  5.7 

MuniYield  New  Jersey  Fund  7.0 

MuniYield  New  York  Insured  Fund  II  5.8 

MuniYield  Quality  Fund  — *            7.2 

MuniYield  Quality  Fund  II 

Nuveen  Ins  Premium  Income  Muni 

Nuveen  Premium  Income  Muni  2 

Nuveen  Premium  Income  Muni  4 

Taurus  MuniNewYork  Holdings  8.6 

Voyageur  Minnesota  Muni  Income  II 

'Fund  not  in  operation  or  did  not  meet  asset  minimum  tor  full  period. 
Sources:  Forbes;  Upper  Analytical  Services. 


Yield 

% 


5.7% 
6.2% 


6.3 

6.3 
6.4 
5.2 
6.6 


Assets 

6/30/95 

($mil) 


Recent     Premium/discount(-)     Annual 
price         recent      52-week     expenses 
average     per  $100 


-10.9% 


6.6% 

$119 

11% 

-8.8% 

-5.2% 

$ 

5.7 

139 

10% 

-8.8 

-8.2 

5.5 

120 

10% 

-9.4 

-8.6 

6.2 

558 

8% 

-9.4 

-6.8 

5.6 

415 

13% 

-10.9 

-7.9 

226 
200 
596 
138 
744 


11% 
10% 
11% 
12% 
13% 


-14.9 
-11.2 
-11.7 
-12.8 
-9.9 


6.3 

6.5 

462 

12% 

9.5 

6.2 

324 

12% 

9.7 

6.5 

887 

13 

9.9 

6.0 

856 

12 

5.5 

6.2 

109 

10% 

9.1 

6.1 

156 

11% 

-14.1 
-8.6 
-9.3 
-10.2 
-10.2 
-9.8 


-12.1 
-10.0 
-9.6 
-13.4 
-10.4 


8.8 

6.2 

366 

10% 

-15.4 

-12.1 

7.2 

6.3 

141 

11% 

-12.4 

-11.6 

6.7 

6.1 

312 

9 

-8.6 

-9.2 

10.7 

5.9 

105 

8% 

-13.6 

-13.1 

8.3 

6.2 

119 

10% 

-15.7 

-12.1 

7.2 

6.5 

488 

10% 

-10.6 

-9.3 

5.3 

6.0 

116 

11% 

-9.4 

-10.6 

4.3 

6.0 

116 

11% 

-10.5 

-10.9 

7.4 

6.8 

850 

8% 

-8.6 

-10.2 

5.7 

6.2 

406 

11% 

-13.4 

-14.1 

5.9 

147 

11% 

-11.9 

-10.3 

5.8 

111 

11% 

-12.3 

-13.2 

6.1 

141 

11% 

-9.6 

-8.8 

6.4 

367 

12% 

—12.1 

-10.5 

6.2 

326 

12% 

-8.6 

-9.1 

5.2 

6.3 

271 

12% 

-8.9 

-8.9 

0.72 

5.2 

6.1 

170 

13 

-10.5 

-10.1 

0.76 

5.2 

5.9 

182 

13 

-10.3 

-9.8 

0.78 

8.0 

6.7 

807 

13% 

-9.2 

-10.7 

0.66 

7.1 

6.3 

997 

13% 

-10.0 

-11.9 

0.66 

6.2 

362 

12%  * 

-13.0 

-11.7 

5.9 

158 

1  13V4 

-8.9 

-9.6 

6.1 

191 

13% 

-8.9 

-11.5 

6.0 

227 

12% 

-11.4 

-11.2 

6.4 

632 

12'/8 

-14.4 

-12.8 

-12.7 
-8.9 
-10.1 
-10.4 
-10.0 
-6.6 


0.70 
0.80 
0.74 
0.75 
0.67 

0.69 
0.82 
0.77 
0.81 
0.85 
0.77 


$0.74 
0.58 
0.60 
0.81 
1.02 


1.14 
0.88 
0.74 
0.52 
0.74 

0.81 
0.54 
0.65 

1.05 
1.54 

0.69 
0.85 
0.87 
0.66 
0.70 

0.79 
0.85 
0.73 
0.69 
0.70 
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Wnen  birds  or  a  reamer 

rlock  together, 
tney  usually  get  plucked. 


Robertson  Stephens  Contrarian  Fund 


Paul  Stephens,  portfolio 
manager  or  the  Contrarian  Fund,  invests  in  out-or-ravor  stocks  and.  shorts  high-rliers. 


For  more  information 
and  a  prospectus,  call: 


800-766-3863  ext:iio 


ROBERTSON 
STEPHENS  & 
COMPANY 


MUTUAL  FUNDS 


For  more  information,  including  other  management  fees,  expenses  and  special  risks  associated  with  short  selling,  call  Robertson  Stephens  &  Company, 
distributor,  for  a  prospectus.  Read  it  carefully  before  you  invest.  Past  performance  is  no  guarantee  of  future  results.  You  should  realize  that  investment 
return  and  principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 


CLOSED  END  FUND  SURVEY 


Balanced  funds 


Balanced  funds  blend  stocks  and  bonds  or  hold  convert-      stocks  and  bonds.  You're  often  better  oft"  creating  voul 
ible  bonds — hybrid  securities  combining  the  features  of     own  custom  blend  from  pure  stock  and  bond  funds. 


Performance 
UP       DOWN 


Fund 


Annualized  total  return1      Yield         Assets2 
5  years       12  mos  %  ($mil) 


Recent      Premium/discount(-) 


price 


recent 


avg3 


Annual 
expenses  I 


Blended  stock  and  bond  markets  index 

11.2% 

18.0% 

4.7% 

^^^ 

Forbes  closed-end  balanced  composite 

11.4% 

14.5% 
13.9% 

6.1% 

-8.5% 

$1.10 
$0.82 

D 

C 

American  Capital  Convertible  Sees 

8.4% 

3.4% 

$77 

20% 

-14.2% 

-13.6% 

D 

A 

Bancroft  Convertible  Fund 

11.7 

16.0 

4.8 

69 

21% 

-14.0 

-10.4 

1.20 

BlackRock  2001  Term  Trust 

* 

12.1 

7.0 

1,238 

IVz 

-13.2 

-9.3 

0.65 

D 

A  + 

Castle  Convertible  Fund 

13.5 

19.1 

5.8 

60 

24 

-13  4 

-7.4 

1.05 

c 

B 

Convertible  Holdings-Capital4 
Convertible  Holdings-Income4 

11.0 

16.0 

5.1 

265 

22 

-5.5 

-6.3 

0.87 

I 

A 
A 

Duff  &  Phelps  Utilities  Income 

8.8 

11.3 
15.9 

9.2 

4.9 

2,042 
66 

8% 
8% 

11.0 
-15.2 

11.6 
-12.9 

1.26 
1.20 

Ellsworth  Convertible  Growth  &  Inc 

11.7 

F 

A  + 

Gabelli  Convertible  Securities 

10.3 

12.2 

6.6 

93 

10% 

-9.2 

-5.6 

1.38 

A 

B 

Lincoln  National  Convertible  Sees 

16.3 

19.3 

4.9 

119 

17% 

-11.9 

-9.3 

1.09 

Nations  Balanced  Target  Maturity 

— * 

17.2 

3.8 

55 

8% 

-17.2 

-11.8 

1.10 

D 

A  + 

Putnam  Dividend  Income 

12.4 

6.6 

7.8 

114 

91/4 

-12.5 

-11.0 

1.42 

c 

A 

TCW  Convertible  Securities 

12  5 

17.1 

6.6 

254 

8V2 

1.7 

7.2 

0.81 

D 

A 

Zweig  Total  Return 

8.8 

11.5 

9.9 

628 

8% 

3.1 

2.7 

1.12 

Global  bond  funds 

Besides  rate  risk,  global  bond  funds  bear  currency  risk. 
This  year,  when  the  dollar  fell,  that  risk  was  rewarded.  Like 


most  of  our  other  bond  groups,  this  list  is  limited  to  funds] 
with  discounts  at  least  ten  times  their  expense  ratios. 


Performance 
UP       DOWN 


Fund 


Annualized  total  return1      Yield         Assets2       Recent      Premium/discountf-)      Annual 
5  years       12  mos  %  ($mil)         price         recent         avg3       expenses 


JP  Morgan  government  bond  index 

11.2% 

16.3% 

12.1% 

Forbes  closed-end  global  bond  composite 
Americas  Income  Trust 

7.8% 

* 

9.7% 
-12.2% 

6.3% 

-15.7% 

$1.00 

$1.10 

2.5% 

$52 

6% 

-15.1% 

-8.2% 

BlackRock  North  American  Govt  Income 

* 

17.1 

5.9 

389 

9% 

-114 

-7.7 

0.96 

A 

Dreyfus  Strategic  Governments  Income 

8.3% 

10.3 

7.8 

153 

91/8 

-11.9 

-10.1 

0.92 

D 

Global  Government  Plus 

8.5 

14.6 

5.5 

347 

61/8 

-20.4 

-17.9 

1.11 

B 

Global  Total  Return5 

7.1 

15.4 

5.7 

556 

6% 

-20.6 

-19.1 

1.04 

Strategic  Global  Income 

* 

8.5 

7.5 

281 

10% 

-18.1 

-15.9 

1.27 

c 

Templeton  Global  Governments  Income 

6.6 

12.0 

7.6 

175 

6% 

-11.5 

-11.1 

1.09 

B 

Templeton  Global  Income 

8.3 

11.5 

7.9 

958 

6% 

-16.3 

-14.6 

C.78 

J unk  bond  funds 


Junk  funds  invest,  for  the  most  part,  in  corporate  bonds      making  them  bad  buys.  You'd  do  better  to  shop  the  open- 
rated  Bal  or  lower  by  Moody's.  Most  trade  at  premiums,      end  junk  funds  we  rated  in  our  last  issue. 


Performance 
UP       DOWN 


Fund 


Recent 
price 


Premium/discountf-) 
recent  avg3 


Merrill  Lynch  high  yield  index 

10.8% 

Forbes  closed-end  junk  bond  composite 

13.0% 

Cigna  High  Income  Shares 

16.5% 

Franklin  Universal  Trust 

15.0 

-D 

High  Income  Advantage  Trust 

12.1 

High  Income  Advantage  Trust  II 

12.4 

Kemper  High  Income  Trust 

14.2 

Prospect  Street  High  Income  Port 

8.0 

Annual 
expenses 


Annualized  total  return1  Yield  Assets2 

5  years       12  mos  %  ($mil) 

15.4%  9.8% 

12.4%  11.0% 

16.6%  11.9%  $251 

19.0  8.6  249 

9.1  11.9  159 

8.8  11.8  213 

13.0  10.2  199 

8.0  11.4  133 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  'Through 
7/31/95.  2As  of  6/30/95.  352-week  average.  'Dual  fund.  Performance,  asset  and  expense  data  on  capital  and  income  shares  treated  as  a 
unit,    formerly  Global  Yield  Fund.    Sources:  Forbes;  Upper  Analytical  Services. 


2.0% 

$1.30 
$1.14 

7% 

7.1% 

5.4% 

8% 

-5.5 

-7.2 

2.32 

5% 

4.9 

6.2 

0.98 

6 

-1.2 

0.5 

0.92 

9% 

5.9 

1.8 

1.24 

3% 

0.8 

-2.3 

1.33 
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AAOST  HIGH  SCHOOL  COURSES 
PREPARE  KIDS  FOR  COLLEGE. 

THIS  COURSE  PREPARES 
THEM  FOR  LIFE. 


Join  the  other  businesses  that  are  helping  thousands 
of  students  learn  the  financial  facts  of  life. 


In  today's  economy,  kids  need 
to  know  how  to  survive  financially. 
That's  why  they  need 
you  to  join  the 
other  concerned 
businesses  that 
have  already 
donated  Choices 
&  Decisions  to 
nearly  10,000  high  schools. 

Developed  with  and  endorsed 
by  consumer  affairs  experts,  "Choices 
&  Decisions:  Taking  Charge  of  Your 
Life"  is  an  interactive,  multimedia 
curriculum  that  teaches  kids  the 


importance  of  financial  planning, 

budgeting  and  decision-making. 

The  program  has  been 

popular  with 

the  business 

community 

because  it 

offers  the 

opportunity 

to  help  young  people  become 

financially  fit  consumers. 

So,  if  you  want  to  give  teens 
something  of  value,  call  1-800-235-3580 
to  find  out  more  about  the  Choices 
&  Decisions  program. 


"Choices  &  Decisions  teaches  the  value  oj 
good  financial  management  skills,  an  important 
addition  to  every  student's  curriculum. " 

-John  A.  Ward  III, 

Executive  Vice  President, 

Chase  Manhattan  Bank  Card  Services 

"Choices  &  Decisions  is  a  perfect  addition  to 
First  Union's  Excellence  in  Education  initiative. 
Students  have  fun  while  learning  the  basics  oj 
financial  management.  Everyone  wins!" 

-  Bruce  Hodge,  Vice  President, 

First  Union  Corp.  Community  Reinvestment 

"The  Choices  &■  Decisions  program  provides 
students  with  an  innovative  way  to  learn 
responsible  use  of  credit  and  practical  money 
management  skills. " 

-James  G.Jones, 

Group  Executive  Vice  President, 

Bank  of  America  Consumer  Credit  Division 


'CHOICES!  ■ 


CLOSED  END  FUND  SURVEY 


International 
and  country  funds 


Below  we  show  international  and  country  funds,  graded 
against  a  peer  group  that  includes  open-end  funds.  ( Open- 
end  funds  were  covered  in  our  Aug.  28  survey.)  To  be 
graded,  a  fund  must  have  been  in  existence  since  August 
1987  (September  1990  for  emerging  market  funds). 
International  funds  include  both  funds  that  invest  only 
outside  the  U.S.  (foreign)  and  funds  that  mix  stocks  here 
at  home  with  stoeks  abroad  (global).  Country  funds  invest 
the  majority  of  their  portfolios  in  a  single  foreign  country. 
Unlike  their  open-end  cousins,  which  tend  to  hold  diversi- 
fied portfolios  invested  around  the  world,  closed-end 
international  funds  can  be  very  concentrated.  Thev  typi- 


cally invest  in  regions  like  Latin  America,  Europe  or  Asia 
Country  funds,  obviously,  are  even  more  concentrates 
and  therefore  volatile.  Furthermore,  these  funds,  tradin 
on  the  whims  of  stateside  investors,  sell  at  erratic  discount 
and  premiums.  In  last  year's  issue  (Sept.  12,  1994),  fo 
example,  Jardine  Fleming  China  Region,  pushed  by  inves 
tors'1  high  hopes  for  a  capitalist  China,  traded  at  a  9°/ 
premium;  this  year  it  languishes  at  a  9%  discount.  T( 
reduce  your  risk,  try  to  assemble  a  portfolio  of  deeph 
discounted  funds  investing  around  the  globe.  By  deeph 
we  mean  at  least  10%;  pushing  20%  is  even  better.  Severa, 
such  funds  can  be  found  among  our  Best  Buys  (see p.  269) 


International  funds 

Performance  Fund 

UP        DOWN 
—markets— 


Annualized  total  return 

3/84         last  12        5-year 
to  7/95       months 


Assets 

6/30/95 

($mil) 


Recent 
price 


Morgan  Stanley  Capital  Intl  EAFE  index 
Blended  domestic  and  foreign  stock  index 
Forbes  closed-end  intl  stock  composite 

Alliance  Global  Environment! 
Asia  Pacific  Fund 
Asia  Tigers  Fund 
Central  European  Equity1 
Clemente  Global  Growth! 

Delaware  Group  Global  Div  &  Inc! 
Emerging  Markets  Infrastructure 
Emerging  Markets  Telecommun 
Emerging  Tigers  Fund 
Europe  Fund 

Fidelity  Advisor  Emerging  Asia-A 
Global  Health  Sciences! 
Global  Privatization  Fund! 
GT  Global  Developing  Markets 
GT  Greater  Europe 

Hancock  Patriot  Global  Dividend! 
Latin  America  Equity  Fund 
Latin  America  Investment 
Latin  American  Discovery 
Morgan  Stanley  Africa  Investment 
Morgan  Stanley  Emerging  Markets 


15.5%  7.0% 

16.0%         16.3% 
23.4%  4.3% 


5.7% 
9.6% 
8.4% 


Premium/discountf-) 

recent      52-week 

average 


-12.6% 


Annual 
expenses 
per  $100 


— * 

8.1% 

25:4% 

5.9 

— * 

-1.4 

— * 

17.8 

— * 

-1.2 

13.9 
-3.3 
-0.5 
5.2 
18.9 


Schroder  Asian  Growth 

c 

c 

Scudder  New  Asia 

Scudder  New  Europe 

TCW/DW  Emerging  Markets  Oppors 

A 

A 

Templeton  Emerging  Markets 

c 

■  D 

Worldwide  Value  Fund! 

14.9 


29.9 


■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A. 
tGlobal  funds.     'Formerly  Future  Germany  Fund. 
Sources.  Forbes;  Lipper  Analytical  Services. 


$1.70 

20.6% 

$1.67 

7.7 

1.72 

10.4 

1.57 

19.6 

1.19 

20.0 

1.46 

1.22 
2.02 
1.70 
1.32 
1.45 

1.74 
1.36 
1.76 
2.01 
1.87 

1.29 
1.70 
1.72 
2.15 
1.87 
1.75 

1.67 
1.67 
1.61 
1.73 
1.78 
2.00 


'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 
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Country  funds 


Performance 
UP        DOWN 
—markets- 


Fund 


Annualized  total  return 

3/84         last  12        5-year 
to  7/95       months 


Morgan  Stanley  Capital  Intl  EAFE  index 
Morgan  Stanley  Capital  Intl  Emerging  Mkts  index 
Forbes  closed-end  foreign  stock  composite 


15.5% 
20.5% 
14.6% 


Argentina  Fund 

.     D 

D 

ASA  Limited 
Austria  Fund 

F 

Brazil  Fund 
Brazilian  Equity  Fund 

■  A 

A  + 

Chile  Fund 
China  Fund 

Emerging  Germany  Fund 
Emerging  Mexico  Fund 

"C 

■  D 

First  Australia  Fund 

First  Iberian  Fund 
First  Israel  Fund 

[  IB 

A 

First  Philippine  Fund 
France  Growth  Fund 

■  A 

■  C 

Germany  Fund1 

Greater  China  Fund 
Growth  Fund  of  Spain 
India  Fund 

I    "C 

B 

India  Growth  Fund 
Irish  Investment  Fund 

■  F 

■  D 

Italy  Fund 

Japan  Equity  Fund 

Japan  OTC  Equity 

Jardine  Fleming  China  Region 

Jardine  Fleming  India 

Korea  Equity  Fund 

B 

D 

Korea  Fund1 

Korean  Investment  Fund 

C 

B 

Malaysia  Fund 

■  B 

■  D 

Mexico  Equity  &  Income 

Mexico  Fund1 

Morgan  Stanley  India  Investment 

New  Germany  Fund 

New  South  Africa 

Pakistan  Investment  Fund 


28.0 


D 

B 

Portugal  Fund 

C 

D 

ROC  Taiwan  Fund 

C 

■  C 

Singapore  Fund 
Southern  Africa  Fund 
Spain  Fund 

B 

■  A 

Swiss  Helvetia  Fund 

B 

D 

Taiwan  Fund1 
Templeton  China  World 

B 

■  A 

Thai  Capital  Fund 

B 

B 

Thai  Fund 

D 

A 

Turkish  Investment  Fund 

C 

■A 

United  Kingdom  Fund 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A. 
'Fund  performance  adjusted  for  secondary  offering. 
Sources:  Forbes;  Upper  Analytical  Services. 


Forbes  ■  September  1 1,  1995 


-44.0 

-24.2 

13.8 

25.1 

-35.5 


5.7% 
12.1% 
5.8% 


39.2 
-1.5 

* 

7.1 


2.8 

* 

9.8 
6.4 


15.4 
14.3 


2.1 
0.7 
15.0 

-3.0 
11.7 

6.4 

15.2 

13.0 

-14.2 

8.4 


Assets 

6/30/95 

($mil) 


Recent 
price 


435 
132 
134 
64 
152 


138 

222 
370 
111 
66 


78 

734 
77 

204 
94 


299 
101 
109 
104 
221 

251 
226 
119 
388 
50 
55 


251/2 
12% 


13% 

11 

10% 

18% 

11% 


21 

11% 
20 

ll1/4 


l31/4 

10 

15% 

14% 

9% 

21V2 

21 

10% 
16% 
24% 

61/4 

12% 


Premium/discount(-)     Annual 
recent      52-week     expenses 
average     per  $100 


-7.1% 


— * 

$100 

12 

-1.1% 

4.7% 

-2.4% 

384 

42% 

2.2 

-1.1 

-6.1 

120 

8% 

-21.0 

-14.8 

19.7 

297 

26% 

1.1 

1.5 

— * 

65 

15V2 

4.4 

4.3 

-13.1 
1.6 
-19.6 
15.4 
-16.8 


-11.2 
-22.3 
-2.8 
14.1 
-16.3 


-8.5 

5.4 

-7.1 

-7.7 
-2.6 


-10.8 
6.0 
4.9 

-21.5 

-18.7 
-10.5 

12.3 
-11.3 
-11.3 

-10.6 
-6.9 
-14.8 


-12.7 
9.4 

-20.1 
14.9 

-12.2 


0.8 

63 

m 

-21.7 

-19.3 

— * 

61 

12 

-5.6 

4.2 

21.3 

232 

17% 

-17.3 

-18.5 

8.4 

191 

10% 

-17.5 

-16.0 

4.6 

195 

12% 

-18.3 

-14.9 

-4.3 
-19.4 
-14.5 
4.0 
-12.8 


-6.0 

86 

8% 

-16.2 

-11.5 

— * 

95 

14V8 

14.4 

3.4 

-6.9 

92 

91/8 

14.5 

3.0 

— * 

111 

11% 

-9.4 

-0.8 

— * 

127 

12 

3.8 

-5.6 

-7.5 
6.8 
-4.0 
-5.4 
13.8 


10.6 

608 

18% 

3.4 

4.4 

— * 

393 

10% 

-6.2 

-10.4 

3.4 

527 

l31/2 

-20.0 

-19.6 

— * 

85 

14% 

-21.3 

-19.2 

* 

93 

7% 

-19.0 

-20.1 

-5.3 
-5.1 
5.7 
-19.0 
-11.2 
-6.4 

-4.8 
-2.0 
-12.1 
-12.5 
18.5 
-15.7 


■Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period. 


$1.70 

$2.04 
0.42 
1.49 
1.71 
1.73 

1.39 
2.57 
1.40 
1.75 

1.44 

2.08 
2.97 
1.79 
1.63 
1.28 

2.08 
1.18 
1.98 
1.87 
1.82 

1.70 
0.98 
1.42 
2.01 
2.57 


1.31 
2.00 
1.19 
1.63 

1.05 
1.61 
1.02 
2.10 
1.93 

1.41 
1.99 
2.07 
2.30 
2.09 
1.57 

1.94 
1.67 
1.99 
1.13 
2.15 
1.47 
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THE  MONEY  MEN 


Seth  Glickenhaus 
is  scared 


This  61 -year  veteran  of  Wall  Street  sees  thin 
today  that  make  him  nervous,  very  nervous. 

By  Thomas  Jaffe 


YOU  WANT  CONTRARIAN?    We'll    give 

you  contrarian. 

Meet  Seth  Glickenhaus,  81.  Most 
everyone  on  Wall  Street  is  enthusiastic 
because  the  pols  are  finally  talking 
seriously  about  balanced  budgets  and 
lower  taxes.  Wall  Street  thinks  this  is 
great  for  stocks.  Glickenhaus  thinks  it 
is  terrible  for  stocks. 

"Until  the  last  year  or  so,  even  a  bit 
more  recent  than  that,  I  had  been 
unequivocally  bullish.  Right  now 
Seth  Glickenhaus  is  scared  shitless! 
The  stock  market  has  had  an  incredi- 
ble rise  in  the  last  eight  months,  900 
points  on  the  Dow. 

"Today  people  who  were  uninter- 
ested in  the  market  when  it  lan- 
guished around  1000  for  16  years — 
from  '66  to  '82 — are  now  pouring 
money  in  at  4600.  The  market  is  the 
sport  of  evcr^'  hairdresser  in  town. 
Maybe  they  know  things  I  don't!" 

Call  him  a  party  pooper.  Glicken- 
haus thinks  that  the  stock  market  is  in 
for  trouble  precisely  because  the  pols 
are  serious  about  cutting  government 
spending.  "Since  1932,"  he  says, 
"the  Dow  has  gone  from  40  to  4700, 
more  or  less.  If  you  had  to  be  simplis- 
tic, the  averages  went  there  because 
ever  since  Roosevelt  all  the  Presi- 
dents, to  a  lesser  or  greater  degree 
inspired  by  their  own  versions  of 
Keynes,  had  pump-primed,  because 
we  had  deficits  aggravated  by  wars 
and  have  had  money  growth  of  proba- 
blv  4%  or  6%  per  annum. 

"When  Reagan  came  in  the  federal 
debt  was  $1  trillion  and  the  Dow  was 
at  1000.  He  served  his  two  terms  and 
by  1990,  two  years  into  Bush,  it  was 
$3  trillion  and  the  Dow  was  at  3000. 

"I  predicted  all  that  because  I  could 

282 


Money  manager  Seth  Glickenhaus 
Manning  the  trading  terminal,  not 
beating  his  brains  looking  for  stocks. 


see  the  money  growth.  But  now, 
there's  this  grass-roots  revolt  against 
taxes.  Everyone  is  eager  to  reduce  the 
deficit,  reduce  the  federal  budget, 
reduce  the  growth  of  that  money 
supply  sharply. 

"This,"  says  Glickenhaus,  pausing 
for  effect, "  .  .  .  is  the  first  major  defla- 
tionary impulse  the  country  has  seen 
in  nearly  65  years. 

"There  are  people  who  say,  'Glick- 
enhaus, you  don't  understand.  This  is 
positive  for  the  stock  market.  If  the 
government  spends  less,   ultimately 


lowers  taxes,  people  will  have  more 
money,  they'll  spend  more.' 

"They  don't  realize  that  the  posi-l 
tive  impact  government  spending  has  | 
on  many  industries  is  going  to  stop,  or 
the  number  of  persons  who  are  going 
to  lose  their  jobs  as  a  result  of  defla- 
tion. The  biggest  growth  industry  in 
America  is  the  underground  econo- 
my, all  the  people  who'll  lose  their  I 
jobs  and  will  not  pay  taxes  because  !  ■ 
they'll  be  working  in  cash." 

It  may  sound  sheer  heresy  to  attri- 
bute American  prosperity  to,  of  all 
things,  wasteful  government  spend-  I 
ing,    but   Glickenhaus    is   a    heretic    ] 
worth  hearing.  He  joined  Salomon 
Brothers  as  a  trader  fresh  out  of  Har- 
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i  contrarian's  picks 

iVEN  IN  this  market,  Seth 
■ckenhaus  finds  stocks 
vorth  buying — but  he 
vouldn't  go  overboard. 

mrysler(c),  50%.  "If  I 
lad  to  buy  one  stock,  it'd 
)e  Chrysler,  because  it  is 
o  preposterously  cheap, 
t's  apt  to  earn  S5.75  this 
ear.  At  8.5  times  earnings, 
t  has  a  very  low  P/E.  The 
lividend  has  been  raised  to 
2,  so  the  yield's  pretty 
ood  as  well.  And  there's 
bout  S400  million  left 
>n  what  originally  was  a  SI 
)illion  stock  buyback. 
s'ormalized  earnings  are 
Imywhere  from  S8  to 
59.50.  In  today's  market 
Chrysler's  worth  70 
nicks." 


'irst  Colony  (fcl),  24%. 
'A  double-A-rated  life  in- 
surance company  with 
vo  lines  of  business:  im- 
nediate  annuities  and 
erm  life.  After  nearly  20 
ears  of  steady  growth,  in 
993  it  got  hit  by  higher 
nterest  rates,  and  many 
f  the  big  coupon  bonds  it 
ad  bought  very  wisely  in 
.veak  markets  got  called. 
heir  replacements 
rought  in  less  income, 
which  hurt. 

By  the  end  of  the  year 
earnings  should  spring 
back,  and  it  will  resume 
about  a  15%  growth  rate.  A 
minor  undervaluation." 

Warner-Lambert  (wla), 
87%.  "Pharmaceutical 


sales  are  expected  to  dou- 
ble to  S4  billion  in  five 
years,  about  75%  of  the 
growth  from  new  products. 
This  should  add  about  S2 
of  earnings  onto  a  current 
base  of  S5.50.  There's 
also  a  confectioner}'  busi- 
ness and  consumer  health 
care.  The  stock  had  been 
poor  for  years.  Its  break- 
up value  is  SI 20  to  SI 30  a 
share.  There's  upside  po- 
tential with  relatively  little 
downside  risk.  But  if  they 
don't  break  it  up,  the 
stock's  no  bargain  at  87 
on  S5.50  of  earnings." 

Merrill  Lynch  (mer), 
51  Vs.  "Earnings  this  year 
should  be  S4.75  or  so. 
The  stock's  selling  at  12 
times  that.  Merrill  con- 
trols S643  billion  in  assets, 
with  SI 70  billion  under 
discretionary  management. 
It  will  earn  15%  on  its  cap- 
ital in  slow  years,  closer  to 
20%  or  22%  in  good  years. 
Revenues  are  going  up  fast- 
er than  costs;  great  room 
for  earnings  to  go  up 
dramatically.  Merrill 
should  be  worth  S60  today, 
but  that's  not  a  great 
undervaluation." 

Countrywide  Credit  In- 
dustries (ccr),  2l3A.  "This 
company  services  S126 
billion  of  mortgages,  up 
from  S5  billion  seven 
years  ago  and  growing  at  a 
rate  of  S30  billion  a  year. 
It's  the  lowest-cost  opera- 
tor in  its  industry,  has 
nearly  10%  of  the  California 
market,  and  is  expanding 
into  Texas  and  the  Mid- 


west. Last  year  earnings 
were  hit  by  an  end  to  the 
refinancing  boom. 
They'll  recover  to  between 
S1.75andS1.90ashare 
this  fiscal  year  [Feb.  28, 
1996],  and  earn  S2  to 
S2.25  the  following. 
Steady  growth  for  1 1  or 
12  times  earnings.  The 
stock's  rallied  from  12%; 
at  21%,  it's  a  bit  ahead  of 
itself." 

use;  Corp.  (use),  25%. 
"The  old  U.S.  Gypsum 
came  out  of  reorganiza- 
tion two  years  ago  with  too 
much  debt  and  a  negative 
net  worth.  The  stock 
dropped  from  36  to  17; 
now  it's  back  to  253/s.  Over 
the  last  two  years  USG  has 
earned  a  lot  of  money,  is 
approaching  positive  net 
worth,  and  by  the  end  of 
this  year  will  have  cut 
debt  from  SI. 5  billion  to 
S900  million.  It  will  earn 
close  to  S4  this  vear  and  is 
selling  for  6  times  earn- 
ings. Very  cheap." 

Hudson  Foods  (hfi),  143A. 
"A  chicken  producer.  The 
stock  has  dropped  from 
20  on  the  fear  that  corn 
prices  will  rise,  and  chick- 
en prices  will  come  down. 
But  Hudson  has  great 
distribution  and  15% 
growth  prospects.  It'll 
earn  SI. 3 5  this  year;  SI. 50 
next  year.  A  good  growth 
company,  damn  cheap  at 
ten  times  earnings." 

Merisel  (msel),  6 Vs.  "A 
wholesale  distributor  of 
computers  whose  stock  is 


down  from  the  20s.  This 
year  it  will  do  $6  billion  in 
sales;  last  year,  S5  billion. 
There  are  29.7  million 
shares.  Works  out  to  about 
S200  of  sales  per  share. 
Every  quarter  margins 
drop.  But  last  quarter 
they  dropped  only  a  little. 
They're  on  a  cost-cutting 
kick  that'll  take  a  year  and  a 
quarter.  You  have  to  be 
patient,  but  if  the  business 
can  be  run  efficiently,  it 
can  earn  a  hell  of  a  lot  of 
money.  This  stock  could 
go  up  enormously  because 
of  the  huge  leverage 
involved." 

Global  Marine  (glm), 
5%.  "Global  has  28  state- 
of-the-art  jackup  rigs 
used  in  the  Gulf  of  Mexico 
and  the  North  Sea.  Rates 
are  finally  going  up.  It  also 
has  a  turnkey  business, 
operating  rigs  for  others. 
Sometimes  it  takes  a  piece 
of  the  action,  so  it's  steadily 
building  up  its  own  oil 
and  gas  reserves.  This  year 
the  company  will  earn  20 
cents  a  share.  The  stock  will 
double  in  two  years  from 
its  present  price  of  5%." 

Reading  &  Bates  (rb), 
107/8.  "Reading  has  semi- 
submersibles  used  for 
deep-water  drilling.  Rates 
for  these  are  skyrocket- 
ing. It's  supposed  to  earn 
about  a  SO. 25  this  year 
and  very  likely  SO. 80  next 
year,  and  cash  flow  $1.25 
a  share.  This  stock  has  great 
short-  and  long-term  po- 
tential. Its  prospects  are 
excellent."  -T.J.  M 


vard  in  the  Depression,  and  except  for 
a  stint  in  the  Army  during  World  War 
II  and  a  brief  hiatus  in  the  early  1960s, 
he  has  been  on  Wall  Street  since. 

His  present  operation,  Manhattan- 
based  Glickenhaus  &  Co.,  has  been 
managing  money  since  1961  and  cur- 
rently runs  over  S3  billion  in  assets  for 
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such  clients  as  Philip  Morris,  Catholic 
University  of  America  and  Major 
League  Baseball.  According  to  Bos- 
ton-based Thomson  Investment 
Software,  Glickenhaus  &  Co.  ranks  in 
the  first  percentile  of  all  investment 
advisers  for  the  last  decade.  From 
1983  through  1994  his  firm  beat  the 


s&P  500  7  out  of  12  years.  Of  the  5 
years  it  didn't,  only  in  1989  did  it  lag 
by  much — and  still  was  up  over  22%. 
Despite  Glickenhaus'  current  bear- 
ishness,  he's  still  outperforming  the 
market.  Preliminary  numbers  for 
1995  through  Aug.  17,  when  the 
Dow  closed  at  4630,  had  his  firm  up 
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28.4%,  versus  23.7%  for  the  S&P. 

None  of  this  diminishes  his  pessi- 
mism. "What  damn  difference  does  it 
make  if  I  recommended  some  stocks  a 
year  ago  that  have  done  beautifully? 
Today  most  of  them  are  mediocre 
because  they're  up  a  great  deal.11 

Take  bank  stocks  like  Citicorp, 
which  Glickenhaus  bought  early. 
"We  still  hold  Citi;  got  it  in  the  20s; 
now  it's  over  60.  I  wouldn't  recom- 
mend buying  the  banks  here.  I  don't 
care  for  things  when  they  become 
popular.  Banks  have  become  very 
popular;  they  now  sell  at  prices  that 
capitalize  all  their  goodies.  You  don't 
make  money  buying  a  stock  when  the 
goodies  are  on  the  table  and  every- 
body's aware  of  them." 

So  why  not  sell,  say,  Citicorp?  Be- 
cause if  you  bought  it  at  20  and  sell  it 
at  65,  you'll  pay  13  or  so  points  in 
capital  gains  tax,  and  Glickenhaus  says 
he  might  be  a  buyer  around  there. 
Being  willing  to  hold  a  stock  is  not  the 
same  as  being  willing  to  buy  it. 

All  this  current  enthusiasm  for 
stocks  reminds  Glickenhaus  of  when 
he  quit  the  stock  market  back  in  1960. 
He  was  46,  had  made  lots  of  money  in 
stocks  and  decided  he  wanted  to  be- 
come a  doctor.  Then  as  now  investors 
had  made  so  much  money  they  were, 

"The  market  is  the  sport 
of  every  hairdresser  in  town. 
Maybe  they  know  things 
I  don't!"  ' 


in  his  words,  "walking  on  air" — the 
Dow  industrials  had  risen  from  200  to 
nearly  700  in  just  ten  years.  According 
to  Glickenhaus,  anyone  who'd  put  in 
$10,000  when  he  founded  his  invest- 
ment partnership  14  years  earlier 
walked  away  with  around  $300,000* 
"Trouble  is,"  remembers  Glicken- 
haus, "these  idiots  had  made  so  much 
money  they  mistakenly  thought  we 
could  extrapolate  that  out  forever, 
instead  of  realizing  you  make  money 
on  Wall  Street  by  being  very  selective 
and  being  patient,  waiting  for  those 
opportunities  that  are  irresistible, 
where  the  percentages  are  very  heavily 
in  your  favor.  They  didn't  understand 
that  we'd  had  this  tremendous  up- 
sweep and  had  taken  advantage  of  it 


Too  soon 


One  lesson  Seth  Glick- 
enhaus learned  early  was: 
Markets  always  go  to  ex- 
tremes. Take  1974,  for  in- 
stance, when  the  market 
collapsed  and  he  was  down 
for  the  year. 

"You  know  what  hap- 
pened?" grouses  Glicken- 
haus. "The  goddamn  av- 
erage went  down  from  the 
1000  level  to  about  650, 
at  which  point  I  said  to  my- 
self, 'They're  giving  me 


dollar  bills  for  50  cents!' 
Well,  I  never  dreamt 
they'd  be  giving  them  to 
me  for  40  cents.  So  I  lost 
money.  Think  it  was  the 
first  year  ever  I  did,  and  I 
lost  millions.  I  saw  the  bar 
gains  too  early.  It's  a  mis- 
take I've  made  all  my  life.' 

We  might  add  that  it 
wasn't  much  of  a  mistake. 
Glickenhaus  was  down 
5%  for  the  year.  The  marke 
was  down  25%.     -T.J.  ■ 


fully  without  getting  into  trouble. 

"You  make  money  buying  stocks 
on  weakness  and  stocks  in  distress. 
You  don't  make  money  buying  stocks 
when  they  are  in  high  demand." 

After  Glickenhaus  quit,  trouble 
came  soon  enough.  Bv  1963  the  Dow 
industrials  were  down  some  20%,  and 
a  lot  of  hot  stocks  had  been  almost 
obliterated.  Glickenhaus,  after  his 
brief  foray  into  premed  studies,  re- 
turned to  The  Street  in  1962  and 
made  a  lot  more  money  in  the  1960s 
and  1970s  and  especially  in  the  1980s 
(see  box,  above).  "The  week  after  the 
1987  crash  I  was  quoted  predicting  a 
new  bull  market  had  begun." 

Now  he  sees  that  bull  market  as 
nearing  an  end.  When  Forbes  visited 
Glickenhaus  at  his  firm  not  long  ago, 
we  noted  that  the  corner  office  where 
he  does  research  is  barely  used  these 
days.  Glickenhaus,  a  trim  6-footer 
who  keeps  in  shape  playing  tennis  and 
jogging,  was  spending  most  of  his 
time  manning  a  trading  terminal  on 
the  trading  floor.  He  explained: 
"Why  the  hell  should  I  do  research 
based  on  the  present,  beating  my 
brains  looking  for  stocks,  when  I 
think  the  future,  for  the  next  six 
months  or  a  year,  is  down? 

"Price/earnings  multiples,  though 
they've  not  gotten  to  levels  quite  as 
bad  as  we've  seen  in  extremes,  are  in 
the  upper  reaches.  You  can't  buy  an 
average  stock  at  a  10-times  multiple. 
It's  more  like  14  times.  Now,  some 
say,  'Yeah,  but  it  did  go  up  to  17  or  18 
times.'  Well,  that  may  happen  again, 
but  it's  not  in  the  cheap  zone. 

"For  some  months  now,"  Glicken- 
haus goes  on,  "it's  been  a  market  with 
three  kinds  of  stocks. 


"Certain  stocks  go  up  almost  dai 
ly — the    big    names,    the    so-callec 
growth  stocks.  When  people  are  at  i 
loss  as  to  where  to  put  money,  they 
buy  them.  And  big  chunks  are  ownec. 
by  the  funds,  so  the  money  is  pouring 
in.  They're  not  at  quite  the  giddy 
levels  of  1973,  when  they  went  to  35: 
times  earnings,  but  they're  at  any 
where  from  20  to  30-odd  times  earn 
ings.  Those  stocks,  in  my  opinion,  are 
not  good  values  today. 

"Then  there  are  stocks  selling  at 
mediocre  prices.  Not  too  high;  not 
too  low;  fair  value.  They're  high 
enough  to  sell  but  not  cheap  enough 
to  buy.  Then  you  have  a  few  stocks 
that  are  cheap  (see  box,  p.  283).  Most: 
are  cheap  because  they've  had  short- 
term  problems  and  the  public  ques- 
tions whether  that'll  go  away." 

So  he's  trading  and  holding  good 
stocks  where  he  has  heavy  gains  but 
remains  sour  on  the  market.  Those 
two  things  bother  him:  prospects  of 
big  government  cutbacks  and  the  na- 
ive euphoria  he  sees  around  him.  We 
pop  the  question:  When  will  the  crash 
you  expect  come?  Glickenhaus: 

"The  forward  impetus  in  the  bond 
market  is  still  with  us,  and  so  long  as 
the  bond  market  maintains  itself,  the 
Dow  won't  have  a  big  correction.  The 
market  is  topping  off  at  4800.  I'm  just 
saying  that  for  what  you'll  make  on 
the  upside,  compared  to  the  risk  of 
what  you'll  lose  on  the  downside  if 
some  of  the  danger  signals  begin 
broadening,  it's  not  worth  it." 

So  what  would  he  advise  a  friend 
who  came  into  some  money  and 
asked  him  what  to  do  with  it  now?  "I 
might  tell  him,  'Put  it  100%  in  three- 
month  Treasury  bills.' '  wm 
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Only  one  company  on  earth 

has  this  many  ways  to 
help  you  manage  your  risks. 

All  forms  of  property/casualty  insurance  through  brokers 

Life  insurance  domestically  and  overseas 

Claims  management  and  cost  containment  services 

Global  employee  benefits 

Global  pension  management 

Loss  control  and  engineering 

Premium  financing 

Political  risk  coverage  and  trade  financing 

Emergency  evacuation  and  security  services 

Economic  and  political  assessment 

Local  currency  financing 

Consumer  finance  in  many  countries 

Direct  equity  investment  funds  in  many  countries 

Third  party  asset  management 

Infrastructure  finance  in  Asia  and  Central  Asia 

Market  making  in  all  forms  of  interest  rates,  currency  and  equity  risk 

management  products 

Trading  and  market  making  in  foreign  exchange,  base  and  precious 

metals,  petroleum  and  natural  gas 

Aircraft  leasing  for  airlines 

Personal  auto  insurance  through  various  distribution  systems 


With  75  years  of  international 
experience,  only  triple- A-rated  A1G 
has  the  worldwide  insurance  and 
financial  services  capabilities  to 


help  you  manage  all  your  balance 
sheet  and  other  risks.  And  our 
list  of  ways  to  help  you  manage 
business  risks  continues  to  grow. 


World  leaders  in  insurance  and  financial  services. 

For  more  information,  write  to  American  International  Group.  Inc., 
Dept.  A.  70  Pine  Street.  New  York.  NY  1027O.  Or  fax  212.425.3499 
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Done  it. 


Many  telephone  companies  are  now  seeing  the  wisdom  of  diversification.  At  ALLTEL 
Corporation,  we've  already  done  it.  We've  successfully  expanded  beyond  our  core  telephone 
business  into  the  faster-growing  worlds  of  cellular  communications  and  information  services. 
And  we're  already  seeing  the  payoff —  an  excellent  record  of  growth  and  financial  success,  34 
years  of  consecutive  annual  dividend  increases  and  recent  inclusion  in  the  S&P  500. 

If  you're  interested  in  a  company  with  proven  success,  look  into  ALLTEL  Corporation. 
Call  (501)  661-8999.  jmm  II- £| 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


Jtility  stocks  have  regained  much  of 
he  ground  they  lost  in  1993  and 
994  but  still  lag  the  overall  market 
his  year.  The  15  electric  and  gas 
ompanies  that  make  up  the  Dow- 
ones  utility  average  show  a  12%  price 
ain  in  1995 — versus  20%  for  the 
)o\v  30.  "Double-digit  price  gains 
re  pretty  good  for  companies  like 
hese,"  savs  Franklin  Utilities  fund 
nanager  Sally  Edwards  Haff,  who 
kes  several  utilities. 
Which?  Haff  looks  for  companies 
diose  earnings  are  expected  to 
ncrease  for  at  least  the  next  five  years, 
rid  she  likes  firms  that  are  making  an 
ffort  at  foreign  expansion.  In  that 
ategory  are  Duke  Power  and  SCE. 
•iaff  notes  that  investors  who  don't 
nind  currency  risk  should  consider 
'ortugal  Telecom,  a  utility  whose 
>rofks  are  growing  15%  a  year. 


Special  focus 


Some  investors  insist  that  the  outrageous 
prices  of  biotechnology  stocks  are  justi- 
fied by  their  future  potential — even 
though  many  firms  lack  marketable 
products.  Perhaps  one  of  these  eight 
moneylosers  could  become  the  next 
Genentech  or  Amgen.  In  the  meantime, 
all  these  stocks  are  expected  to  lose  more 
money  through  fiscal  1996. 


Chasing  rainbows 


Company 

95  price 
gain 

Est  '96 
EPS  loss 

Alkermes 

265% 

$-1.70 

Alteon 

158 

-1.10 

Cocensys 

192 

-1.14 

ImmuLogic  Pharmaceutical 

55 

-1.89 

Isis  Pharmaceuticals 

244 

-1.26 

Magainin  Pharmaceuticals 

295 

-1.27 

Vertex  Pharmaceuticals 

37 

-1.46 

Vical 

42 

-0.69 

Source:  IBES  Inc. 

The  overall  market 
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The  Barra  All-US  price  index  as  of  8/18/95 

Market  value:  $6,488.5  billion 

P/E:  19.2 

P/E  minus  negative  EPS:  16.4 

Price/book:  3.1 

Yield:  2.2  % 


12-month  closeup 


'85     '86     '87 


'89     '90     '91     '92     '93     '94    '95 
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'94  '95 


Closeup  on  the  market 


Index  or  investment 

%  change  from 
1  year  ago        5-year  high 

Barra  All-US  index 
S&P/Barra  Growth  index 

0.3% 

0.1 

1 

1 

19.3% 
26.3 

-0.5% 

-1.4 

S&P/Barra  Value  index 

Dow  Jones  industrials 

0.0 

-1.4 

0.0 

■ 

21.0 
23.0 

-0.5 
-2.5 

S&P500 

20.6 

-1.1 

NYSE 
Nasdaq 

0.0 
4.1 

mM 

17.2 
39.0 

-0.8 
0.0 

Amex 

1.0 

■ 

18.8 

-0.3 
3.3 

0.0 
-3.1 
-3.2 

are3 

CRB  futures  index'5 

-2.2 
2.2 

■"  — 

Gold  (Comexspot) 

0.4 

1 

0.8 
-1.3 

-7.7 
-33.7 

Yen :  (per  $US) 

6.6 

■■■m 

Oil  MW  Texas  Intermediate) 

0.8 

■ 

1.6 

-56.5 

The  best  and  worst  performing  stocks 


Best 

Price 

2-week 
change 

1995 
EPS8 

Worst 

Price 

2-week 
change 

1995 
EPS6 

Elco  Industries 

313/8 

14i/2 
191/, 
281/2 

22  3/4 

74% 
57 

$2.35* 
-0.98 

Coram  Healthcare 

57/8 

-48% 

$0.26 

0.26 

0.47 

NA 

Alteon 

Work  Recovery 

3  3/8 

-47 
-41 
-36 

Natl  Convenience  Stores 

51 

1.40* 

Kenetech 

Electronic  Associates 
Benton  Oil  &  Gas 

63/4 

67/8 

103/8 

MedPartners 

39 

0.37 

Pinnacle  Micro 

38 

0.17 

-25 

0.46 

The  best  and  worst  performing  industry  factors7 


Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Business  equip 

5.3% 

4.1 

3.2 

35.8% 
27.9 

13.1 

Oilfield  services 

-4.6% 

22.5% 
-8  3 

Liquor 

Iron  &  steel 

-4.2 

Misc  mining  metals 

Oil  refining,  distribution 

-3.8 
-3.6 
-3.6 

11.5 
22.7 
17.2 

Leisure,  luxury 

2.5 

15.1 

Photographic,  optical 
Cosmetics 

Life  insurance 

2.4 

16.5 

Note:  Data  for  period  ending  8/18/95.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded. :  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
growth.  -'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earmngs  ratios.  3A  dollar-denominated  capitalization-weighted  index  of  more 
than  1, 100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures. ;  Source:  Kmght-Ridder  Financial  Publishing. 
'Estimate.  Source:  IBES  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions 
in  two  or  more  groups.  "1996  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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WORLD  MARKETS  REVIEW 


Foreign  vs.  U.S.  markets 

$160 

Value  of  $100  invested  7/31/92 

140 

m/^v; 

120 

£j 

100 

tjsw 

90 

'92             '93                  '94           '95 

As  of  7/31/95             S&P500         EAFE 

P/E                           17.2           26.5 

Yield                         2.5%         2.2% 

Price/book                3.5             1.9 

Developed  markets 

Total  return2 

Market 

3  months 

12  months 

P/E 

Finland 

32% 

67% 

25 

Spain 

14 

12 

13 

Hong  Kong 

14 

0 

15 

Sweden 

13 
10 

30 

14 
23 

Denmark 

12 

Japan 

-4 

-4 

NM 

New  Zealand 

0 

27 

15 

Belgium 

3 

19 

14 

Singapore 

3 

12 

18 

France 

4 

9 

23 

Emerging  markets 


Total  return' 
3  months      12  months     P/E 


International  Finance  Corporation  indexes          , 

IFC  Investable3 

8% 

-8%        20 

IFC  Global4 

5 

-5           20 

Market5 

Indonesia 

31 

22           22 

Greece 

22 

35             8 

Philippines  18 

Taiwan,  China  -11 

Poland  -5 

Portugal  -2 


4 
-22 
-27 

10 


22 

24 
9 


20 


Through  July,  Morgan  Stanley's  EAFE  index  of  foreign 
stocks  shows  a  price  gain  of  8%  in  dollar  terms.  Switzer- 
land's market  gained  23%,  New  Zealand's  19%,  while 
Japan's  fell  1.4%.  One  of  the  few  bulls  on  Japan  is  Angela 
Cozzini,  an  equity  strategist  at  Baring  Securities  Interna- 
tional in  London.  Cozzini  predicts  Japan's  economy  will 
grow  3%  to  4%  over  the  next  12  months  and  thinks  that 
Japanese  o-t-c  stocks  should  benefit  the  most  from  an 
economic  pickup. 

Emerging  markets  did  not  fare  as  well  as  most  devel- 


oped markets:  The  International  Finance  Corp.'s  inde> 
of  stocks  available  to  U.S.  investors  shows  a  negative 
return  of  6%  through  July.  Mark  Bickford-Smith,  a 
manager  with  T.  Rowe  Price  International  Stockl 
Fund — a  Forbes  Honor  Roll  member  for  six  straight 
years  (Aiijj.  28) — recommends  selective  buying.  Bick- 
ford-Smith likes  Huaneng  Power  International,  a  Chi- 
nese utility,  and  two  Hong  Kong-listed  China  plays: 
Citic  Pacific,  a  real  estate  conglomerate,  and  Shanghai 
Petrochemical. 


Who's  hot 

Company/country 

Business 

Price 

3-month 

price 

change 

P/E 

ARAB-Mal/Malaysia 

financial  sves 

4'/4 

66% 

15 

Amcol  Holdings/Singapore 

appliances 

3Vi 
28V8 

l'/2 

14'/2 

53 
46 
44 
42 

30 
17 
10 
17 

Aoyama  Trading/Japan 
Peregrine  Invest/Hong  Kong 
Eastern  Group/UK 

discount  stores 
financial  sves 
utility 

Who's  not 


Company/country  Business  Price 

Aokam  Perdana/Malaysia  timber  23A 

JGC/Japan  construction  10'/2 

Credit  Foncierde  France/France  banking  98'/2 

M  Marelli/ltaly  auto  parts  2 

Ampolex/Australia  oil  &  gas  2V« 


3-month 
price 

change  P/E 

-40%  13 

-34  22 

-27  21 

-26  50 

-22  16 


Cheap  foreign  stocks 

Company/country 

Business 

Price 

Earnings 

P/E 

Volvo/Sweden 

automotive 
chemicals 

19   a 

$4.01 

5 

DSM/Netherlands 

917/8 

14.26 
7.49 
4.67 

12.99 

6 

6 

7 

11 

Hoogovens/Netherlands 

Kymmene/Finland 

Peugeot/France 

steel 

pulp  &  paper 

automotive 

457/8 

333/8 

143?/8 

High-yielding  foreign  stocks 

Company/country 

> 

Business 

Price 

Yield 

P/E 

Sime  Darby/Hong  Kong 

trading 

lVs 

12.3% 
8.8 

7 
17 

Rieter  Holding/Switzerland 

textile  machinery 

296 '/2 

Europistas  Concesionaria/Spain 
CIE  Parisienne  Reescompte/France 
Wereldhave/Netherlands 

business  sves 
financial  sves 
real  estate 

8V4 

76'/2 
59% 

8.8 
8.2 
7.8 

14 
12 
12 

Note:  Data  for  period  ending  7/31/95  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  All  prices  are  in  U.S.  dollars.  'Shows  price  return  on  the  EAFE  index  of 
European,  Australian,  New  Zealand  ano  Far  Eastern  stocks  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends 
are  reinvested  after  subtracting  foreign  wi  hholding  tax.  3lndexof  stocks  available  to  foreign  investors.  "Index  of  stocks  available  to  foreign  and  domestic  investors.  5Stocks  available 
to  foreign  investors.  Principal  source:  Morg.m  Stanley  Capital  International  Perspective.  Emerging  markets  data  provided  by  International  Finance  Corporation. 
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FORBES  LAKE  OF  THE  OZARKS. 
WHERE  THE  GOOD  LIFE  IS  THE  WAY  OF  LIFE. 


w 


hat's  your  idea  of  the  good  life? 
Owning  property  right  in  the 
rt  of  the  Ozarks,  one  of  America's 
recreational  areas?  Or  owning 
property 
that  you 
can  turn 
into  a 
weekend 
retreat,  a 
retirement 
reward,  a 
vacation  get-away  or  a  year- 
round  country  home?  Whatever 
your  definition,  it's  all  here  at 
Forbes  Lake  of  the  Ozarks.  Over 
12,800  magnificent  acres  with 
five  miles  of  shoreline  plus  three 


teof 
ur 

ighbors 
uses 


pristine  interior  lakes,  averaging  over  20 
acres.  A  serenely  beautiful  setting  with  dra- 
matic vistas,  rolling  meadows. ..and  best  of 
all,  you  can  afford  it. 
Forbes  Lake  of  the  Ozarks-Where  the  good 

life  is  very  affordable. 
Up  until  now,  land  of  this  quality,  if  avail- 
able to  the  public,  was  surely  out  of  reach 
for  many.  However,  Forbes  Inc,  publishers 
of  Forbes  Magazine  is  offering  for  sale  this 
property  through  our  Colorado  real  estate 
division,  Sangre  de  Cristo  Ranches.  We  can 
offer  sites  averaging  two  acres  that  start  as 
low  as  $5,000.  We  love  to  show  off  our 
Ozarks.  Come  and  see  for  yourself.  We're 


only  120  miles  from  Branson,  Missouri,  the 
new  entertainment  mecca,  108  miles  from 
Jefferson  City,  the  state  capital,  and  120 


Enjoy 
horseback 
riding  on 
the  range 


Forbes  4& 
Lake  of  the  \ 
Ozcirks^g 


miles  from  Kansas  City.  In  the  meantime, 
we'll  be  happy  to  send  you  more  informa- 
tion, maps,  brochures  and  all  the  details 
about  our  liberal  money  back  and  exchange 
privileges.  Just  call  Forbes  Lake  of  the 
Ozarks. 

1-816-438-2801 


A  PLACE  FOR  ALL  SEASONS  IN  THE  HEART  OF  AMERICA. 

Offering  Statement  has  been  filed  with  the  State  of  New  York.  Such  filing  does  not  constitute  approval  by  the  state  of  New  York  of  the  value  or  quality  of  these  properties.  A  copy 
he  Offering  Statement  is  available  on  request  from  the  offeror.  NYA-95-18.  The  project  is  registered  with  the  Iowa  and  New  Jersey  Real  Estate  Commissions  and  Oklahoma  and 
nsas  Securities  Commissions.  Registration  does  not  indicate  that  those  states  or  any  Federal  agency  has  approved,  judged  or  endorsed  the  merits  or  value  of  the  project  or  recom- 
;nded  purchase  of  the  property.  Obtain  the  Offering  Statement  for  each  state  and  the  Property  Report  required  by  Federal  law  from  the  developer  and  read  before  signing  anything. 
ual  Credit  and  Housing  Opportunity.  A.  Jack  Nerud,  Nebraska  and  Iowa  Real  Estate  Broker.  24-100  N.J.  Reg.  Sangre  de  Cristo  Ranches  Agency,  licensed  real  estate  broker  in 
lorado.  ILL-IL-95-130.  AD  9523267  MI  95-837-6376. 


STREETWALKER 


Steel  steal 

Although  hot-rolled  steel  prices 
peaked  earlier  this  year,  fund  manager 
Michael  Price  thinks  Algoma  Steel, 
a  $900  million  (estimated  1995  sales 
in  U.S.  dollars)  Ontario  producer,  is 
too  cheap  to  resist.  His  Honor  Roll 
fund,  Mutual  Series,  owns  8%  of 
Algoma's  shares. 

Algoma's  45  million  shares  re- 
cently traded  on  Nasdaq  (algsf)  at 
just  5,  over  twice  1995's  estimated 
earnings  of  $2.20,  notes  Mutual  Se- 
ries Fund  analyst  Jeffrey  Altman. 

Why  such  a  giveaway?  Algoma's 
main  product,  hot-rolled  steel,  is  a 
commodity — sold  mainly  on  the  spot 
market,  rather  than  on  contract  to 
long-term  customers.  Investors  fret 
that  Algoma  would  be  badly  hurt  by 
a  slowdown  in  demand. 

But  Algoma  has  a  cushion  against 
a  downturn.  It  is  the  low-cost  produc- 
er in  hot-rolled  steel,  in  part  because 
it's  situated  near  iron-ore  mines.  In 
the  second  quarter  Algoma's  oper- 
ating profit  per  ton  was  almost  twice 
that  of  U.S.  Steel's.  Furthermore, 
Algoma  is  installing  new  equipment 
that  could  cut  $40  million  off  its 
costs  starting  in  1997. 

Will  the  steel  market  slump  be- 
fore then?  Mills  are  now  running  at 
88%  of  capacity,  down  from  97%  in 
March.  Even  if  pricing  remains  soft, 
Altman  thinks  the  stock  should  be 
trading  at  least  at  three  times  earn- 
ings, or  around  $7  a  share. 

Best-case  scenario  is  if  the  U.S. 
economy  achieves  a  soft  landing. 
Then  demand  would  stay  steady 
and  the  stock  could  trade  closer  to  five 
times  earnings,  or  about  $11,  Alt- 
man  says. 

Food  for  thought 

The  Grand  Union  Co.  (guco) 
emerged  from  bankruptcy  in  June  af- 
ter slashing  its  debt  by  over  $600 
million.  Two  months  later  the  super- 
market chain's  stock  and  junk 
bonds  rose  50%  and  4.4%,  respective- 
ly, after  it  reported  fiscal  first-quar- 
ter cash  flow  of  $44  million — $4  mil- 
lion more  than  expected. 

Is  the  company  back  on  its  feet? 
Robert  Lupo,  veteran  junk  bond  ana- 
lyst of  PaineWebber,  says  the  opti- 
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mism  may  be  premature.  Much  of  the 
cash  flow  improvement  was  due  to 
store  closings  held  up  by  the  bank- 
ruptcy court. 

Grand  Union  is  still  highly  lever- 
aged. Some  $825  million  in  debt  re- 
mains at  the  Wayne,  N.J.  outfit. 

All  that  debt  leaves  Grand  Union 
insufficient  cash  to  upgrade  stores  and 
match  competitors'  discounts.  The 
company's  reorganization  plan  says  it 
will  spend  just  2%  of  sales  on  capital 
expenditures.  That's  not  enough,  Lupo 
says,  given  the  condition  of  some  of 
the  stores.  Aid  the  $2.4  billion  (fiscal 
1995  sales)  company  is  combating 
price  wars  in  New  York  State,  where 
over  a  third  of  its  231  stores  are  based. 

Lupo  expects  Grand  Union's 
bonds  to  trade  down  later  this  year 
from  their  recent  price  of  95*A  cents 
on  the  dollar.  At  a  recent  15,  he  also 
considers  the  stock  expensive. 


On  a  dime 

It's  NOT  OFTEN  that  one  of  yester- 
day's mergers  becomes  tomorrow's 
takeover.  But  the  January  combina- 
tion of  two  New  York  thrifts,  Dime 
Bancorp  and  Anchor  Bancorp,  may 
be  such  a  case.  The  deal  created  a  $20 
billion  (assets)  institution,  the 
fourth-largest  thrift  in  the  U.S.,  with  a 
90- branch  franchise  in  metropoli- 
tan New  York. 

The  thrift  looks  attractive,  in  part, 
because  James  Large,  Dime's  chief,  is 
cutting  costs.  Dime's  efficiency  ra- 
tio (general  and  administrative  ex- 
penses divided  by  income)  should 
drop  to  42%  next  year,  according  to 
Salomon  Brothers  analyst  Bruce 
Harting;  the  industry  average  is  59%. 


Harting  expects  earnings  to  jump 
from  an  estimated  90  cents  a  share  ;   ' 
the  end  of  this  year  to  $1.50  in 
1996.  The  NYSE-traded  stock,  cur- 
rently at  103/4,  "could  be  in  the  mid 
teens  by  the  end  of  the  year,"  he  say 

Dime's  big  New  York  market 
share — it  owns  Brooklyn  and  is  nun 
ber  two  in  New  York's  Nassau 
County — will  also  appeal  to  would-b 
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buyers.  He  thinks  Dime  could  fetch   "* 


at  least  $20  a  share,  twice  the  1995 
book  value.  — Alex  Alge 
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Baby  talk 

Until  six  months  ago,  Safety  1st 
was  riding  high  on  today's  baby  crazei' 
A  maker  of  safety-oriented  gear  for 
children — baby  monitors,  gates, 
swivel  bathseats  and  folding  booster 
seats — Safety  lst's  (SAFT)  sales  and 
earnings  grew  more  than  50%  annu- 
ally over  the  past  few  years.  The  1 1  - 
year-old  Chestnut  Hill,  Mass.  com- 
pany came  public  in  April  1993  at  12. 
and  its  shares  climbed  to  a  high  of 
32%  last  November. 

Boom  went  bust  last  April,  how- 
ever, when  the  company  had  prob- 
lems getting  new  products  to  retail- 
ers on  time.  Management  warned  sec 
ond-quarter  earnings  would  be  20% 
lower  than  analysts  had  predicted. 
Safety  lst's  stock  almost  halved. 

Andrew  Beja,  who  follows  the 
company  at  Advest,  has  turned  bullish 
on  the  stock  once  again.  He  calls 
Safety  lst's  earnings  misstep  a  case  of  i 
growing  pains.  The  company's  for- 
ay into  home  safety  and  security  prod- 
ucts puts  it  back  on  a  growth  track. 
One  promising  product:  an  alerting 
system  that  allows  the  elderly  or  in- 
firm to  send  recorded  messages. 

At  19V2,  Beja  considers  Safety  1st 
cheap.  He  estimates  earnings  of  $  1 .05 
a  share  this,year  and  $1.30  next. 
"You  get  a  company  growing  at  least 
25%  for  the  next  three  years,  selling 
at  about  15  times  1996  earnings,"  he 
says.  — Matthew  Schifrin 
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Popping  pills 


Poison  pills — the  controversial 
antitakeover  devices  that  became 
popular  in  the  1980s — are  resurfac- 
ing as  a  shareholder  issue. 

Wachtell,  Lipton,  Rosen  &  Katz, 
the  law  firm  that  invented  the  pill, 
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p   cently  sent  a  self-serving  letter  to 

c  .ents  urging  them  to  put  pills  in 
ace.  "We  believe  even'  company 
ould  have  a  poison  pill,"  wrote  se- 
or  partner  Martin  Lipton.  When 
lis  are  triggered,  a  hostile  acquirer 
ust  pay  a  much  higher  price  for  a 

J  )mpany's  stock. 

Lipton's  timing  is  no  coinci- 
;nce.  Most  pills  have  a  ten-year  life, 
>  many  passed  in  the  1980s  take- 
rer  craze  are  about  to  expire.  In 

!  996  over  140  will  expire. 
If  a  company  you  own  shares  in 
roposes  a  pill,  consider  the  modified 
ills  some  companies  are  now 
dopting;  these  can  be  dismantled  if 
i  offer  made  for  the  company 
leets  certain  conditions — like  sound 
nancing.  Some  shareholders  think 
ills  should  be  put  to  a  vote  every 
iree  years,  not  once  a  decade.  That 
(Eves  investors  some  protection 
gainst  entrenched  management. 


ndigo  blues 

nyestors  in  Indigo  N.V.,  a  $220 
lillion  (estimated  1995  sales)  maker 
f  digital  offset  color  printers,  have 
ad  some  roller-coaster  ride  this  year. 
n  Julv  Neeraj  Vohra  of  Richmond, 
^a.  brokerage  Wheat  First  Butcher 
inger  predicted  in  Streetwalker 
hat  Indigo's  shares,  then  48,  would 
each  the  low  60s  within  a  year. 

Indigo's  shares  (INDGF)  hit  63  a 
reek  after  Forbes  came  out.  But  in- 
restors  dumped  the  stock  when  the 
oncern  announced  a  loss  of  1 3  cents 
"or  the  second  quarter,  in  contrast 
o  the  9-cent  profit  Vohra  had  antici- 
>ated.  The  stock  slumped  to  a  re- 
lent 33,  off  49%  from  its  high. 

Why  the  mad  rush  for  the  exits? 
[ndigo,  which  sold  its  first  printer  just 
wo  vears  ago,  got  swamped  by  or- 
lers  after  a  May  trade  show.  Sure 
:hat  revenues  would  jump, 
nvestors  bid  up  the  stock.  But  the 
:ompany's  accounting  methods  allow 
t  to  book  orders  only  when  Indigo 
nstalls  the  machines.  Jittery  share- 
holders fled. 

An  overaction,  says  Vohra.  He 
expects  the  stock  to  trade  at  45  over 
the  next  12  months...  Another  Indi- 
go loyalist  is  hedge  fund  hand  George 
Soros,  who  personally  owns  18%  of 
the  company.  A  spokesman  says  Soros 
hasn't  sold  any  of  his  holdings.       ■■ 
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DON'T  JUST  TRY  TO  OUTRUN  YOUR  COMPETITORS. 

FLY  OVER  THEM. 
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SMART  CHOICES  FOR  CORPORATE  DECISION  MAKERS 


A  SPECIAL  ADVERTISING 
SUPPLEMENT  IN  THIS  ISSUE  OF 


Fbrbes 


With  I.S.  Savings  Bonds, 

the  more  you  give, 

the  more  jou  receive. 


Giving  U.S.  Savings 
Bonds  passes  an  important 
lesson  on  to  the  future 
generation.  Bonds  can  teach 
our  children  how  to  save, 
how  interest  grows  and  how  a 
small  investment  can  help 
make  their  dreams  come  true. 

So  share  the  tradition  of 
U.S.  Savings  Bonds.  They're 
the  gift  that  gives  back  more 
than  you've  given. 


VSAVINGSm\ 
d.BONDS 


A  public  service  of  this  magazine 


Forbes     Trinchera     Ranch 
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Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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David  P.  Goldman  is  a 
managing  director  in 
Bear,  Stearns  &  Co.'s 
Financial  Analytics 
and  Structured 
Transactions  group. 


Ask  a  stockbroker  whether  you  should  be 
in  stocks  or  bonds  and  you  are  likely  to  get 
advice  that  sounds  as  if  it's  coming  from  a 
nutritionist.    Balance  is  essential,  you  will 
hear.  Don't  put  all  your  money  in  one  cate- 
gory. Get  a  little  of  this,  a  little  of  that  and 
some  of  something  else.  You  wind  up  with  an 
assortment  that  includes  stocks,  Treasury 
bonds,  mortgage  securities,  corporate  bonds 
and  cash. 

I'm  all  for  diversifying,  but  intelligent  asset 
allocation  is  a  little  more  difficult  than  scatter- 
ing your  money  among  as  many  different 
food  groups  as  you  can  find.  What  you 
should  be  doing  is  selecting  an  asset  because 
you  know  it's  nutritious.  It  will  enhance  your 
reward  without  raising  your  risk. 

Specifically,  what  kind  of  bonds  help  bal- 
ance an  equity  portfolio?  To  start  with,  rule 
out  anything  with  a  maturity  of  five  years  or 
more.  Long-term  bond  prices  have  moved  in 
lockstep  with  stock  prices  in  recent  years. 
When  interest  rates  shoot  up,  they  kill  long 
bonds  and  take  stocks  down  with  them. 

Second,  forget  corporate  bonds.  Because  a 
corporate  bond  represents  a  claim  on  the 
same  operating  earnings  that  are  reflected  in 
equity  prices,  corporate  bonds  tend  to  lose 
value  when  stock  prices  fall.  This  phenome- 
non is  particularly  visible  among  bonds  with 
ratings  of  BBB  and  lower. 

So  what's  left?  Mortgage  securities.  They 
yield  considerably  more  than  cash  or  short- 
term  Treasurys  and  hold  their  value  relatively 
well  when  interest  rates  climb.  In  addition,  I 
believe  that  some  short-term  mortgage- 
backed  securities  present  an  opportunity  for 
modest  near-term  capital  gains. 

If  this  year's  rally  has  you  worried  that 
stocks  have  gotten  ahead  of  themselves,  it's 
time  to  lighten  up.  But  rather  than  cashing  in 
stocks  for  a  low-yielding  money  market  fund 
or  Treasury  bills,  consider  passthroughs  creat- 
ed from  15-year  mortgages.  Note  that, 
despite  the  15-year  maturity,  this  security  is 
not  at  all  as  risky  as  a  15-year  bond. 
Homeowners  repay  some  principal  every 
month  and  all  of  it  when  they  move. 

An  alternative  investment,  comparable  in  risk 
to  a  pool  of  15 -year  mortgages,  is  a  pool  of  5- 
or  7-year  partially  amortizing  mortgages-those 
with  "balloon"  payments  5  or  7  years  out. 


You  can  get  15 -year  mortgage  pools  and 
balloon  pools  from  the  Government  National 
Mortgage  Association  (Ginnie  Mae),  the 
Federal  National  Mortgage  Association 
(Fannie  Mae)  and  the  Federal  Home  Loan 
Mortgage  Corp.  (Freddie  Mac).  Credit  quali- 
ty: just  about  as  good  as  that  of  Treasurys. 

When  you  buy  into  a  mortgage  pool,  you 
are  paid  to  take  prepayment  risk.  This  is  the 
risk  that  homeowners  will  opt  to  prepay  their 
mortgages  when  rates  fall.  Bondholders  then 
must  reinvest  the  prepaid  principal  at  a  lower 
interest  rate.  For  this  reason,  most  mortgage 
securities  perform  poorly  when  interest  rates 
fall-just  when  stocks  are  likely  to  do  well. 

The  trick  is  to  identify  the  ones  that  hold 
up  relatively  well  when  rates  rise.  So-called 
premium  passthroughs  based  on  short-term 
mortgages  fit  the  bill.  For  example,  home- 
owners pay  about  7%  for  a  new  five-  or  seven- 
year  balloon  mortgage.  Passthroughs  based 
on  older  mortgages  carry  a  coupon  of  8%.  In 
early  August  they  traded  at  102K,  a  2%%  pre- 
mium over  par. 

What  happens  if  rates  fall  from  current  lev- 
els? Many  homeowners  with  8%  mortgages 
will  refinance,  returning  principal  to  bond- 
holders. If  you  are  the  owner  of  a  pass- 
through,  that's  bad  news.  You  have  just  spent 

If  you  want  to  diversify  a  stock 
portfolio,  don't  buy  long  bonds. 
And  don't  buy  corporates. 


$102.25  to  get  a  chunk  of  principal  that  is 
being  returned  to  you  as  a  check  for  $100. 
But  you'll  live.  Your  stocks  are  probably 
doing  well. 

And  if  rates  rise  a  percentage  point,  proba- 
bly hurting  your  stocks?  Your  8%  mortgages 
don't  look  so  bad.  The  passthrough  would 
fall  in  price  to  100  cents  on  the  dollar.  That's 
about  half  the  damage  you  would  have  suf- 
fered on  a  five-year  Treasury  note. 

Premium  passthroughs  went  through  the 
wringer  during  the  market  rally  of  May  and 
June.  Institutional  investors  dumped  them, 
fearing  that  prepayments  would  wipe  out  the 
premium.  I  believe  that  rates  will  be  much 
more  stable  during  the  next  few  months.  If 
that  is  true,  prices  on  premium  mortgages 
will  rise  as  prepayment  fears  fade  away. 

That's  not  the  case,  by  the  way,  for  premi- 
um passthroughs  based  on  30-year  mort- 
gages. These  mortgages  would  be  badly  hurt 
in  a  big  rate  rise  of  the  sort  that  could  kill  the 
stock  market.  For  that  reason,  balloon  or  15- 
year  passthroughs  provide  better  diversifica- 
tion for  the  equity  investor.  wm 
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THE  CONTRARIAN 

Technomania 


BY  DAVID  DREMAN 


David  Dreman  is 
chairman  of  Dreman 
Value  Management, 
L.P.,  Investment 
Counsel,  New  Jersey, 
and  author  of  The 
New  Contrarian 
Investment  Strategy. 


In  mid-July  technology  stocks  went  into  a 
free-fall  for  a  couple  of  days,  resulting  in  the 
vaporizing  of  an  incredible  $175  billion  of 
market  value.  What  touched  it  off?  Intel's  earn- 
ings were  up  slightly  less  than  had  been  fore- 
cast. Most  folks  breathed  a  sigh  of  relief  when 
the  market  rebounded  in  the  next  few  weeks. 

Be  careful!  That  selloff  wasn't  a  mere  bit  of 
market  noise.  It  was  the  bell  tolling  for  the  hot 
market  in  technology  stocks. 

Technology  stocks  are  like  a  bomb  whose 
fuse  is  rapidly  burning  down.  What  we  saw  in 
July  was  prelude  to  a  sharp  break  that  is  likely 
to  occur  in  the  tech  group.  The  symptoms  of  a 
frenzied  speculative  market  are  in  place. 

Symptom  one,  the  techs  have  surged  relent- 
lessly since  the  beginning  of  last  year,  with  the 
cboe  Computer  Software  index  up  83%,  the 
Amex  Computer  Tech  Index  up  90%  and  the 
Nasdaq  Computer  index  up  81%. 

Symptom  two,  we  are  again  hearing  from 
hordes  of  experts  that  this  time  it's  different. 
Tech  stocks,  they  trumpet,  will  continue  their 
torrid  climb  because  of  rapidly  growing  demand 
that  will  be  sustained  for  years. 

When  I  hear  that  "sure  thing"  talk,  I  know 
the  end  is  nigh.  Every  market  mania,  including 
the  Japanese  and  Mexican  fiascoes,  were  sure 
things,  according  to  their  supporters.  Prices 
could  only  go  higher.  Oh,  yeah? 

Undoubtedly,  technology  will  continue  to 
advance,  but  the  peculiar  thing  about  high  tech 
is  that  growth  itself  is  highly  hazardous  be- 
cause of  the  constant  and  rapid  changes  in  the 
business.  The  very  speed  of  technological  in- 
novation quickly  obsoletes  companies  that  sup- 
posedly have  a  lock  on  markets.  IBM,  Digital 
Equipment  and  SCM  are  examples  of  major  com- 
panies shredded  by  new  technology. 

Sure  America  Online  and  Netscape  are 
shooting  out  the  lights  today  because  of  the 
spectacular  expansion  of  the  Internet.  But 
their  very  growth  and  profit  margins  are  likely 
to  bring  competitors  in  with  a  better  mouse- 
trap (in  this  case  an  on-line  system  providing 
easier  and  more  sophisticated  access  to  the 
Internet).  Placing  enormous  multiples  on 
companies  with  major  exposure  to  competi- 
tion has  almost  always  proven  to  be  disastrous 
to  investors. 

Because  of  the  frothiness  of  today's  mar- 
kets, I  would  advise  you  to  take  your  technology 
profits,  if  you  have  them,  and  run.  The  techs 
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may  continue  to  surge  for  a  while,  but  most   | 
investors  lose  the  bulk  of  their  gains,  and  fre- 
quently a  chunk  of  their  capital,  too,  when  th 
bubble  finally  breaks. 

So  what  do  you  do  if  you  own  good,  reasoi 
ably  priced  technology  stocks  like  Compaq, 
Hewlett-Packard  or  Apple  Computer,  all  of 
which  were  recommended  in  this  column  at 
lower  prices?  Unfortunately,  when  the  mania 
ends,  even  the  best  companies  are  hit  hard. 
Investors  don't  stop  during  a  panic  to  consid- 
er quality.  If  you  own  good,  low-cost  tech 
stocks,  sell  against  the  box  or  use  some  other 
form  of  hedging  to  protect  your  profits.  You 
should  get  the  chance  to  buy  them  back  at  a 
considerably  lower  price. 

There  are  plenty  of  good  nontech  stocks  to 
buy  instead. 

Amoco  (63)  has  some  of  the  largest  U.S.  oil 
and  gas  reserves.  Earnings  have  improved 
steadily  since  1991  and  should  reach  record 

The  boom  in  technology 
stocks  will  end  badly.  Take 
your  profits  now.  You  may 
miss  the  last  leg,  but  in  the  long 
run  you  will  save  a  bundle. 


levels  this  year  and  again  in  1996.  The  stock 
trades  at  a  P/E  of  15  and  yields  3.8%. 

Atlantic  Richfield  ( 1 1 1 )  is  another  promis- 
ing major  integrated.  Earnings  are  sharply  high 
er  year-to-date  as  a  result  of  rising  oil  prices, 
stronger  chemical  operations  and  cost-cutting. 
Higher  earnings  comparisons  are  likely  to 
continue  for  the  next  few  years.  Arco  trades  at  a 
P/E  of  12  and  yields  5%. 

Fruit  of  the  Loom  (24),  the  nation's  largest 
manufacturer  of  underwear  and  activewear,  has 
seen  its  stock  knocked  down  40%  since  the 
beginning  of  last  year.  With  the  recovery  of  the 
apparel  industry,  earnings  should  be  up 
strongly  in  1995  and  reach  record  levels  next 
year.  The  stock  trades  at  a  P./E  of  13  on  this 
year's  earnings. 

Nvticx  (44)  is  a  major  supplier  of  telephone 
services  in  the  New  York-New  England  area. 
The  company  is  entering  a  new  phase  of  com- 
petition in  which  it  will  cap  some  prices  and  in 
turn  be  given  greater  operating  flexibility. 
Downsizing  and  entering  new  markets  should 
result  in  accelerating  earnings  growth.  The 
stock  trades  at  a  P/E  of  18  and  yields  5.4%. 

Tenet  Healthcare  (15)  owns  and  operates 
83  acute  care  hospitals  in  the  U.S.  and  abroad. 
Income  should  improve  at  a  better  than  15% 
clip  in  the  foreseeable  future.  The  stock  trades  at 
a  P/E  of  13.  wm 
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BY  A.  GARY  SHILLING 
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"EVEN  IN  the  PRESENT  high  market,  the  prices 
of  stocks  have  not  yet  caught  up  with  their  real 
values."  Those  were  the  fateful  words  uttered 
in  1929  by  Irving  Fisher,  Yale  economist  and 
investment  wizard.  A  week  later  stocks  col- 
lapsed, and  overextended  investors  started 
jumping  out  of  windows. 

In  earlier  columns  I  have  made  the  case  for  a 
severe  1996  recession  that  will  drag  down  cor- 
porate earnings  and  stocks.  It  is  not  easy  to 
buck  tides  of  optimism  and  a  roaring  bull  mar- 
ket, but  when  I  hear  talk  that  "things  are 
different  this  time,'1  I  cannot  but  note  all  por- 
tents of  overblown  investor  optimism: 

Fear  is  gone.  Greed  tempered  by  fear  is  what 
governs  Wall  Street.  Trouble  is,  after  a  13-year 
bull  market,  even  interruptions  like  the  1987 
crash  were  so  quickly  retraced  that  most  people 
see  selloffs  as  opportunities  to  buy,  not  warn- 
ings to  get  out. 

Bear  market  veterans  are  few.  I  tried  recent- 
ly to  explain  the  devastation  of  bear  markets  to 
my  28-year  old  son,  who  joined  a  prestigious 
investment  firm  last  year.  Not  much  success.  A 
minority  of  the  current  generation  of  mutual 
fund  managers  and  investors  were  of  investing 
age  during  the  early  1980s'  selloff,  and  fewer 
still  felt  the  last  real  for-sure  bear  market  in  the 
early  1970s. 

Money  has  no  place  else  to  go.  Investment  real 
estate  is  dead,  tax  shelters  are  history  and  cash  is 
trash.  They  tell  me  that's  why  stocks  must  go 

A  reporter  says  you  should 
put  your  emergency  money 
in  stocks.  Reminds  me  of  the 
story  of  Bernard  Baruch  and 
the  shoeshine  boy. 


up.  Mv  response  is:  I  remember  when  the  pen- 
sion funds  and  other  institutions  were  devour- 
ing equities  in  the  mid-1960s.  Somehow,  sup- 
ply caught  up  with  demand,  and  even  today 
the  inflation-adjusted  Dow  Jones  industrial  av- 
erage has  not  regained  its  January  1966  peak. 

A  10%  annual  return  is  a  sure  thing.  The 
market  hasn't  had  a  1 0%  correction  in  four  years, 
the  longest  stretch  this  century.  Instead  it  has 
delivered  double-digit  gains,  so  financial  plan- 
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ners  advise  clients  to  put  it  all  in  stocks,  and 
some  are  postponing  purchases  of  houses  and 
yachts  to  do  so.  Upstart  reinsurance  compa- 
nies are  doubling  the  risk  to  policvholders  bv 
investing  in  insurance  stocks.  Mutual  funds 
for  kids  are  the  latest  fad. 

Yes,  investors'  reserve  cash  is  about  exhaust- 
ed, but  foreigners  will  jump  in,  the  bulls  argue. 
They  well  might,  as  the  dollar  rallies  and  stops 
penalizing  their  U.S.  holdings,  but  foreigners 
catch  more  cabooses  than  locomotives. 

High-tech  is  the  only  game  in  town.  Magellan 
Fund,  with  45%  in  high  tech,  is  not  unique. 
Product  cycles  in  high  tech  are  so  short  that  this 
high  concentration  is  crazy.  Remember  when 
Ampex  and  Wang  were  hot  stocks?  Remember 
the  Nifty'  Fifty',  the  only  stocks  investors  wanted 
right  before  the  early  1970s  debacle? 

Individual-investor  zeal  is  permanent.  Dow 
Jones  and  itt  plan  to  enter  business  broadcast- 
ing by  buying  a  New  York  television  station. 
CNN  will  also  launch  a  competitor  to  CNBC.  Who 
will  be  watching  TV  when  stocks  falter? 

Irrational  mergers  make  sense.  The  lbo 
craze  before  the  1990  stock  market  slump  has 
been  replaced  by  "strategic"  mergers.  But 
vertical  integrations  between  different  cultures, 
like  the  Disney-Capital  Cities/ ABC  combine, 
seldom  work.  Investors  are  pricing  this  merged 
company  at  a  15%  premium  over  its  compo- 
nents, but  1  +  1  may  equal  only  IV2. 

Please  give  me  a  selloff.  According  to  a  recent 
usa  Today/Gallup  poll,  49%  of  investors  would 
buy  more  stocks  if  the  market  fell  20%;  41% 
would  do  nothing  in  anticipation  of  recovery; 
and  only  7%  would  sell.  That's  what  folks  say. 
What  they  will  do  is  something  else  again. 

A  Wall  Street  Journal  writer  topped  it  all  in  a 
June  27  column.  He  accepts  the  time-honored 
contingency  of  six  months'  worth  of  living 
expenses,  but  keep  it  in  cash  or  Treasury  bills? 
No  way.  He  recommends  a  well-diversified 
stock-mutual  fund  instead.  What  if  stocks  hit  a 
big  bear  market?  Not  to  worry.  Listen  to  this: 
".  .  .  if  that  happens,  I  have  no  intention  of 
dumping  my  fund  shares  at  fire-sale  prices. 
Instead,  I  figure  that — if  I  really  put  my  mind  to 
it — I  could  get  my  hands  on  a  fair  amount  of 
money  fairly  quickly,  by  tapping  into  the  equity 
in  my  home,  getting  a  cash  advance  on  my 
credit  card  or  borrowing  some  of  the  money  I 
have  in  my  employer's  profit-sharing  plan.  I 
would  then  pay  back  the  money  out  of  my 
paycheck,  and  maybe  also  by  selling  some 
stock-fund  shares  when  the  market  rebounds." 
When  mass  circulation  newspapers  give  their 
readers  advice  like  that,  a  top  can't  be  far  away. 

Bernard  Baruch  reportedly  left  the  market 
in  1929  when  his  shoeshine  boy  gave  him  stock 
tips.  A  journalist  advising  you  to  put  your 
emergency  money  in  stocks  did  it  for  me.  ■■ 
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POINT  OF  VIEW 


Defying  gravity 


BY  STEVE  H.HANKE 


Steve  H.  Hankeisa 
professor  of  Applied 
Economics  at 
The  Johns  Hopkins 
University  in  Baltimore. 


The  dollar  has  shot  up  against  the  yen  and 
the  Japanese  stock  market  has  rallied  in  the  past 
few  weeks.  My  advice  is:  Be  skeptical. 

Sure,  there  has  been  plenty  of  fuel  for  the 
dollar  bandwagon  and  that's  good  news  for 
Japan.  Since  July  7,  the  Federal  Reserve  and 
the  Bank  of  Japan  have  engaged  in  coordinated 
intervention,  buying  dollars  and  selling  yen 
on  a  grand  scale.  In  addition,  the  boj  is  no 
longer  mopping  up  the  yen  it  sells  to  acquire 
dollars  bv  simultaneously  selling  yen-denomi- 
nated securities.  Consequently,  the  boj's  in- 
tervention is  unsterilized,  resulting  in  an  in- 
crease in  the  supply  of  the  yen.  The  Japanese 
government  has  also  played  a  role  in  the  yen- 
bashing  drama,  lifting  restrictions  on  Japa- 
nese offshore  investments  and  talking  the  yen 
down  at  even,'  opportunity. 

If  this  were  the  end  of  the  story,  I  might  be 
willing  to  jump  on  the  bandwagon,  too.  But, 
not  so  fast.  The  soothsayers  have  a  notoriously 
hard  time  calling  the  major  turning  points  in 
currency  markets.  Indeed,  how  many  false 
calls  have  they  made  on  the  dollar-yen  exchange 
rate  over  the  past  few  years? 

For  defying  Zeus,  Sisyphus  was  condemned 
by  the  gods  to  push  a  heavy  stone  to  the  top  of  a 
mountain,  only  to  watch  it  inevitably  roll  to 
the  bottom,  whereupon  his  labors  would  re- 
commence. Pushing  the  dollar  up  that  Japa- 
nese mountain  is  a  Sisyphean  task.  Sisyphus  had 
the  law  of  gravity  to  contend  with.  So  do  the 
central  bankers. 

To  understand  the  foreign-exchange  mar- 
ketplace one  must  appreciate  that  it  is  dominat- 
ed by  currency  blocs.  Today  the  German 
mark,  U.S.  dollar  and  the  Japanese  yen  represent 
the  major  blocs.  The  distinguishing  features  of 
these  blocs  are  that  the  smaller  members  keep 
most  of  their  foreign  reserves  in  the  dominant 
currency  and  also  tend  to  peg  their  currencies  to 
the  dominant  currency. 

The  rapidly  growing  Asian  countries  are 
part  of  the  dollar  bloc.  Therefore,  an  evaluation 
of  the  yen-dollar  marketplace  must  take  into 
account  the  trade  and  financial  flows  of  the 
Asian  countries.  Thanks  to  the  sleuths  in  Mer- 
rill Lynch's  international  economics  depart- 
ment, these  flows  have  been  sorted  out. 

The  ten  major  Asian  countries  are  successful 
traders.  Their  exports  will  grow  by  over  20%  in 
1995,  and  the  U.S.  will  be  their  biggest  cus- 
tomer. Thus  the  U.S.  trade  deficit  with  the  ma- 
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jor  Asian  countries  more  than  doubled  durin 
the  1985-94  period,  from  under  $25  billion 
1985  to  over  $58  billion  in  1994,  for  a  cumi 
lative  total  of  $375  billion.  This  is  within  shoe 
ing  distance  of  our  $550  billion  trade  deficit 
with  Japan  in  the  same  period.  A  full  80%  oft 
U.S.  trade  deficit  is  accounted  for  bv  the  maji 
Asian  countries  and  Japan. 

While  running  big  trade  surpluses  with  the 
U.S.,  the  Asian  countries  have  a  trade  deficit 
with  Japan.  It  increased  from  about  $17  bil- 
lion in  1985  to  almost  $80  billion  in  1994,  foi 
cumulative  deficit  of  $390  billion.  So  the 
$375  billion  surplus  that  the  Asian  countries 
racked  up  with  the  U.S.,  in  effect,  was  turned 
over  to  the  Japanese  in  the  form  of  Asian  pur- 
chases of  Japanese  goods  and  services.  It's  as 
simple  as  this:  The  Asians  use  the  dollars  ac- 
quired from  their  trade  surpluses  with  the  U.J 
to  finance  their  trade  deficit  with  Japan. 

Meanwhile,  with  most  of  the  Asian  curren- 
cies pegged  to  the  dollar,  Japanese  investors 
have  been  reluctant  to  take  on  more  dollar 
exposure  by  investing  in  Asian  countries;  Japa 
nese  long-term  capital  flows  to  the  Asian 

Will  the  dollar  continue 
rising  against  the  yen? 
Don't  bet  on  it. 


countries  have  been  small  or  negative.  Conse- 
quently, the  Asian  countries  have  had  to  de- 
pend on  their  trade  surpluses  with  the  U.S.  to 
finance  their  trade  deficit  with  Japan. 

The  trade  and  capital  flows  in  the  U.S.- 
Asian-Japanese triangle  put  dollars  into  the 
yen/dollar  marketplace,  with  unwanted  dol- 
lars ending  up  in  the  hands  of  Japanese  export- 
ers. This  would  happen  even  if  the  Japanese 
trade  surplus  with  the  U.S  vanished. 

So  for  the  dollar  to  mount  a  sustained  rally 
and  turn  the  corner  against  the  yen,  the  U.S. 
trade  deficit  with  the  major  Asian  countries 
will  have  to  narrow.  And  this  isn't  likely.  The 
Asian  countries  like  their  dollar  pegs.  The  pegs 
keep  the  Asian  currencies  competitive  with  the 
dollar,  and  as  long  as  the  dollar  is  weak  relative 
to  the  yen,  the  Asians'  competitiveness  against 
the  Japanese  is  enhanced. 

Absent  a  revaluation  of  all  the  Asian  curren- 
cies against  the  dollar,  the  central  bankers  and 
politicos  are  just  rolling  those  dollars  up  a  hill 
to  see  them  come  crashing  down  again.  M 
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lark  Hulbert  is  editor 
f  the  Alexandria.  Va.- 
ased  Hulbert 
Inancial  Digest, 
monthly  service 
nat  monitors  the 
performance  of 
ivestment  advisory 
tters. 


Arch  Crawford's  Crawford  Perspectives  is 
one  of  the  top-performing  letters  over  the  last 
five  years.  This  fact  is  a  bit  hard  for  your  typical 
investment  professional  to  accept.  Crawford 
spends  as  much  time  gazing  at  the  stars  as  he 
does  perusing  balance  sheets.  Besides  looking  at 
a  number  of  conventional  market  indicators, 
Crawford  bases  his  market  timing  on — don't 
snicker — astrology. 

Yet  there  is  no  getting  away  from  Craw- 
ford's excellent  performance.  He  is  one  of  just  a 
handful  of  stock  market  timers  who  has  beaten 
a  buy-and-hold  strategy'  over  these  last  five 
years.  This  is  a  difficult  feat  during  any  period 
and  doubly  so  when  the  market  is  as  bullish  as  it 
has  been  since  1990. 

Here's  what  the  Hulbert  Financial  Digest 
letter  monitoring  service  reports:  From  mid- 
1990  through  mid- 1995,  a  portfolio  that 
shifted  between  the  Wilshire  5000  index  and 
cash  on  Crawford's  signals  gained  83.6%.  A 
buy-and-hold  strategy,  in  contrast,  gained 
78.7%.  Crawford  turned  in  this  market-beat- 
ing performance  with  12%  less  risk  than  the 
market — meaning  that  on  a  risk-adjusted  basis 
he  beat  a  buy-and-hold  by  even  more. 

This  raises  a  difficult  question,  but  one  that 
is  important  to  even'  investor:  Should  you  focus 
only  on  the  results  investment  advisers  have 
achieved?  Or  should  you  choose  advisers  whose 
methods  and  philosophies  appeal  to  your  view 
of  how  markets  ought  to  work? 

Mv  15  vears  of  monitoring  the  investment 
letter  industry  inclines  me  toward  the  former 
view.  As  a  former  academic  philosopher,  I 
believe  that  the  scientific  method  itself  re- 
quires us  to  be  ruthlessly  pragmatic  when 
judging  an  adviser.  That  means  focusing 
above  all  else  on  performance.  Excluding  an 
adviser  because  his  methods  are  not  "respec- 
table" is  fraught  with  peril.  I  wouldn't  be 
surprised  if  more  money  were  lost  following    . 
the  respectable  investment  course  than  by 
chasing  fads.  Think  of  how  badly  conservative 
portfolios  were  hurt  during  the  1987-92 
stages  of  this  bull  market  by  people  who  did 
•the  respectable  thing  and  held  lots  of  IBM  in 
their  portfolios. 

Performance  is  what  counts;  which  is  why 
Crawford's  letter  deserves  to  be  taken  seriously, 
whatever  vou  mav  think  of  astrology. 
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There  long  has  been  a  thriving  astrological 
subculture  within  the  investment  world,  rife 
with  internal  squabbles  about  who  is  the  pur- 
est astrologer.  Crawford  turns  out  not  to  be  the 
purest,  since  he  mixes  conventional  astrologi- 
cal analysis  with  a  focus  on  astrophysical  events, 
such  as  volcanoes  and  eclipses  of  the  sun  and 
moon.  Crawford  doesn't  believe  that  such  phe- 
nomena always  tell  you  where  the  market  is 
going,  but  he  does  believe  they  often  presage 
significant  market  turning  points.  He  also 
leans  heavily  on  another  discipline  that  used  to 
be  regarded  on  Wall  Street  as  being  no  better 
than  astrology:  technical  analysis. 

Am  I  saying  you  should  forget  about  eco- 
nomic and  fundamental  financial  analysis?  No. 
Consider  the  record  of  another  letter  that — at 
least  outwardly — seems  similar  to  Crawford's: 
Harmonic  Research,  edited  by  Mason  Sexton. 
In  addition  to  conventional  technical  analysis, 
Sexton  focuses  on  "the  eclipse  cycle  and  har- 
monics of  the  solar  year."  Unfortunately,  these 
eclipses  have  not  done  well  for  Sexton.  He 
underperformed  the  market  by  a  significant 
margin;  over  the  5Vfe  years  the  hfd  followed 
Sexton,  his  futures  portfolio  lost  more  than  85%. 
In  mid- 1993  he  discontinued  his  letter  in  fa- 
vor of  an  institutional  product. 

No.  I  am  not  festooning  my  office  wall  with 

You  don't  have  to  believe  in 
astrology  to  be  impressed  by 
Arch    Crawford's    long-term 
record  of  successfully 
calling  the  market. 

astrological  charts  or  staying  up  late  nights  with 
the  work  of  Nostradamus.  I  am  only  saying  that 
results  are  what  count  and,  since  results  are  what 
Arch  Crawford  has  produced,  I  will  take  him 
seriously — whatever  I  may  think  of  astrology . 
What  does  Crawford  think  about  the  mar- 
ket now?  Unlike  many  other  top-performing 
market  letters  he  is  bullish — a  position  he  has 
maintained  since  last  December.  He  thinks 
there  still  is  plenty  of  upside  potential  left  for 
this  current  rally.  What  would  convince  him  that 
he's  wrong?  His  stop-loss  levels  for  his  long 
positions  are  about  8%  below  current  market 
levels — though  he  doesn't  anticipate  that  even 
a  correction  as  modest  as  this  is  likely.  HI 
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Tuscany 
in  October 

Montecatini  in  Tuscany  is  a  sybarite's  dream  come 
true.  But  in  addition  to  the  thermal  baths  go  for  the 
civilized  ambience  and  the  irresistible  food. 

By  Richard  C.  Morais 


"Only  wealthy  Italians," 
says  Anna  Kythreotis,  a 
London -based  writer  and 
frequent  visitor.  "And  one 
must  do  all  those  delicious 
things — like  mud  baths  and 
hydromassage." 

The  delicious  things  and 
rich  Italians  are  at  Monte- 
catini Terme,  a  19th-centu- 
ry spa  town  between  Flor- 
ence and  Pisa.  It's  a  syba- 
rite's heaven.  The  hilly 
streets  are  lined  with  straw 
berry-colored  villas,  Rolex 
and  Gucci  boutiques,  and 
grand  baths  in  Mussolini 
marble.  All  slightly  crum- 
bling, of  course. 

Though  my  culture-writ- 
er friend  didn't  mention  it,  I 
will:  October's  a  great  time 
to  go.  The  weather  is  crisp 
but  sunny;  it's  harvest  time 
and  the  streets  are  empty  of 
tourists. 

Montecatini 's  signature 
attraction  is  the  Parco  delle 
Terme,  a  thermal  spa  with 
nine  sulfur  springs  in  a  rambling  En- 
glish  garden.  Intestine-clearing  wa- 
ters, steam  inhalations,  mud  baths, 
alcohol  massages,  all  presented  with 
charming  Italian  flummery. 

The  flummery  demands  that  the 
visitor  have  a  medical  consultation 
before  taking  the  waters.  This  report- 
er was  sent  to  Dr.  Paolo  Gigli,  an 
Italian  playboy  with  curly  silver  locks. 
He  stuffed  the  $40  fee  into  his  wallet 
and  prescribed  five  days  of  "aroma- 
therapy" and  "lymphdrainage"  mas- 


sage. At  the  Centra  Salute,  an  anti- 
stress  clinic  for  wealthy  industrialists 
and  their  wives  (tel.  39-572- 
913037),  I  was  locked  into  a  fiber- 
glass egg  and  subjected  to  a  20-min- 
ute  blast  of  steam  laced  with  chamo- 
mile. After  a  rest,  an  hour-long 
massage.  Cost:  $105  a  session,  in- 
cluding tips. 

To  hell  with  it.  I  decided  to  devote 
the  rest  of  my  stay  to  other  charms. 
Florence  and  Pisa  are  40  minutes  by 
car.  Within  an  hour  is  the  estate  where 


Taking  the  waters 
at  Terme  Tettucio 
(left  and  above) 
in  Montecatini  Terme 
Age-old  "cures" 
die  hard 
in  Tuscany. 


composer  Giacomo  Puccini  wrote  his 
operas  and  shot  waterfowl;  and  Carra- 
ra, where  Michelangelo  picked  his 
marble;  and  Barga,  a  picturesque 
walled  town  in  craggy  mountains. 
These  places  will  equally  relieve  your 
stress. 

Carlo  Collodi,  who  gave  the  world 
Pinocchio,  took  his  pen  name  from  a 
nearby  town.  Today  youngsters  flock 
to  Collodi's  Pinocchio  Park,  where 
you  can  buy  an  Fnglish  translation  of 
the  original  story,  a  delightfully  nasty 
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Facial  mud  treatment  at  Terme  Excelsior 
Also  intestine-clearing  waters. 


morality  tale.  Also  visit  the  dramatic 
Villa  Garzoni,  with  its  weird  Babylo- 
nian gardens. 

Just  20  miles  from  Montecatini  is 
Villa  Torrigiani  di  Camigliano,  a 
16th-century  estate  that  still  boasts  a 
resident  Torrigiani  living  on  the  up- 
per floors.  The  gardens  are  a  lovely 
ramble  of  ancient  oaks  and  lemon 
trees.  Inside  you  can  view  all  kinds  of 
marvels.  Flowery  18th-century  Flor- 
entine porcelain.  The  sequined  eve- 
ning dress  of  Elisa  Baciocchi,  Napo- 
leon Bonaparte's  sister  and  19th-cen- 
tury ruler  of  Lucca.  Pink  ruffled  silk 
bedding  from  the  18th  century. 
Those  people  really  knew  how  to  live. 

Lucca  is  northern  Tuscany's  jewel, 
a  lesser-known  rival  to  Florence  and 
Siena.  Under  terra-cotta  arches  and 
ocher  walls,  elegant  boutiques  and 
antique  stores  crowd  cobblestone 
streets  too  narrow  for  cars. 

You  reach  Montecatini  Alto,  a  love- 
ly old  village  with  expansive  views  of 
the  Valdinievole  (Valley  of  Mists),  by 
funicular  from  Montecatini  Terme. 
Midway  between  the  two  Monteca- 
tinis  is  gastronomic  heaven.  It's  called 
Trattoria  Pietre  Cavate  (tel.  39-572- 
73664).  Jaguars  and  bmws  from  Swit- 
zerland's Ticino  and  from  Milan  fill 
the  parking  lot. 

The  view  matches  the  food.  A 
shimmering  red  sun  was  setting  over 
the  Tuscan  hills  as  my  salad  arrived — 
porcini  mushrooms  saturated  in  olive 
oil  and  fresh  basil,  under  a  creamy 
blanket  of  shaved  parmesan.  Fagioli, 
the  tasty  Tuscan  bean,  followed,  and  a 
wood-grilled  rack  of  rabbit  marinated 
in  lemon.  Wild  strawberries  are  dol- 
loped  with  homemade  cream,  spun 
with  sugar.  Only  $40  a  head. 

When    you've    built    up    another 
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1  in  Lucca 
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Funicular  links 
the  two 
Montecatinis 
Terme  for 
the  waters, 
Alto  (above) 
for  the  wine. 


appetite,  don't  neglect  S< 
ferino's,  15  minutes  oi 
side  Lucca,  another  of  tl 
region's  famous  restaurar 
(tel.  39-583-59118). 

Don't  go  for  the  settin 
it  resembles  Bayonne,  N. 
But  the  food.  The  food, 
homemade  Tuscan  chee: 
spread  was  served  chilk 
on  hot  toast,  and  a  "veget; 
ble  pudding"  turned  out  t 
be  a  sophisticated  quich' 
We  recommend  the  Tusca 
T-bone  and  the  tortelloi 
stuffed    with    wild    musl 
rooms.     The     restaurant 
motto  is  "Life  is  too  shoi 
to  drink  bad  wine,"  and  th 
wine  list  reflects  this  philos 
ophy.  Yet  a  fine  1993  Chi 
anti   Classico,   Costello  o 
Ama,  ran  only  $14. 

One  goes  to  Italy  in  gooc 
part  for  the  gastronomy,  s< 
you'll  want  to  take  the  50 
minute  drive  from  Monte  nr 
catini  to  the  Lombrici  re- 
gion, near  Camaiore.  There  shine: 
Emilio  E  Bona  (tel.  39-584-989289) 
It's  a  watermill  tucked  away  in  ; 
mountain  gorge.  Walk  up  the  lant 
and  you'll  come  to  a  clear  pool  in  ar 
icy  mountain  stream,  flush  against  i 
medieval  cottage. 

Emilio  E  Bona  is  a  riot  of  copper 
pots  and  brass  tubas.  We  chose  a  salad 
of  pine  nuts,  chicken,  fried  polenta;  a 
carpaccio  of  veal  with  red  peppers; 
followed  by  salvia,  a  relative  of  fresh 
basil,  wrapped  in  dough  shaped  like 
fish.  I  could  taste  the  moist  woods 
behind  me  in  the  thick  mushroom 
soup.  Lunch  was  $45  a  head. 

Those  whose  credit  cards  allow 
high  balances  will  want  to  stay  at  the 
five-star  Grand  Hotel  &  La  Pace,  with 
its  heavy  mahogany  paneling,  Persian 
carpets  and  excellent  formal  dining 
room  (tel.  39-572-75801 ).  You'll  pay 
$415  for  a  suite,  but  you  won't  feel 
overcharged.  Down  a  notch,  and  a 
star,  is  Grand  Hotel  Croce  di  Malta 
(tel.  39-572-75871.)  Elegant,  but 
not  starchy;  very  fine  kitchen.  $uites: 
$180  a  night.  If  time  and  finances 
allow,  you  can  rent  a  villa  in  Tuscany. 
A  four-bedroom  home  with  a  pool 
goes  for  about  $2,500  a  week.  Now 
that's  heaven.  (Call  Overseas  Con- 
nection at  516-725-9308.)  ■■ 
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jA  pool  for 
all  seasons 


t's  football  pool  time  again, 
ur  pal  Jack  has  a  great  variation. 


-? 


sIpUR  friend  Jack  is  not 
ur;nf l  professional  gambler, 
i  shor 5Ut  ne  's  k*nd  of  addict- 
ed, fd  to  football  pools, 
phjlojyhich  he  runs  for  fun. 
3  (dj  Tis  latest  is  a  "save  the 
,|,  juice,  eliminate  the 
xjok,  root  all  year" 
i2(10(">ool,  the  elegance  of 

ich  is  breathtaking. 
ie5Q     It's  one-stop  bet- 
ting. Just  pick  a  group 
rC  jf  teams  for  the  entire 
(j,,ne  season    (playoffs    in- 
289  :luded)  then  sit  back, 
- 1  .vatch  and  root.  No 
J  worry    about    point 
,„  ir  spreads.  No  having  to 
M;make      picks      each 
iveek,  as  in  so  many 
;  other   office    betting 
Spools. 

Here's  how  it  works:  Each  player 
i  puts  up  S250  (Monopoly  money,  of 
j,  course)  to  purchase  a  group  of  teams. 
The  more  heavily  favored  the  team  is, 
the  more  it  costs.  This  year,  for  exam- 
ple, the  Super  Bowl  champion  San 
Francisco  49ers  will  cost  you  SI 00, 
while  the  Dallas  Cowboys  and  Miami 
Dolphins  run  S75  each.  The  brand- 
new  Carolina  Panthers  and  Jackson- 
ville Jaguars  are  only  $5.  You  get 
S250  worth  of  picks — which  could 
buy  you  as  few  as  3  teams,  or  as  many 
as  13  (see  box). 

Even'  time  one  of  your  teams  wins 
during  the  regular  season,  you  get 
1  point.  Things  heat  up  in  postseason 
play.  You  get  3  points  for  each  playoff 
win — including  wild-card  games  and 
the  Super  Bowl.  You  get  5  points  for 
each  title  your  teams  win — division, 
conference  and  the  Super  Bowl. 

It's  all  over  Super  Bowl  Sunday 
night.  The  player  with  the  highest 
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What  NFL  teams  cost 
in  Jack's  pool 

49ers $100 

Dolphins,  Cowboys 75 

Steelers 65 

Chargers,  Bills 55 

Bears,  Browns 50 

Vikings,  Lions,  Broncos, 

Patriots 45 

Eagles,  Packers, 

Raiders 40 

Giants,  Chiefs 35 

Falcons,  Saints,  Oilers 30 

Redskins 25 

Bucs,  Bengals,  Colts,  Jets, 

Seahawks 20 

Cardinals 15 

Rams 10 

Jaguars,  Panthers 5 


point  total  then  gets  80%  of  the  pool 
money.  Fifteen  percent  of  the  pot 
goes  to  the  player  who  has  the  most 
points  racked  up  at  the  end  of  the 
regular  season  (who  might  also  be  the 
total  point  winner).  The  remaining 
5%  goes  to  the  player  who  comes  in 
last.  So,  assuming  20  people  in  the 
pool,  the  top  prize  is  $4,000;  the 
second  prize  is  $750;  the  booby  prize 
is  $250 — the  price  of  admission. 

Jack  doesn't  like  to  include  too 

many  bettors,  to  reduce  the  chance  of 

ties.  He  just  starts  another  pool,  if 

there  are  that  many 

folks  interested. 

The  beauty  of  his 
pool  is  that  you  have 
action  every  week  of 
the  season,  as  well  as 
during  the  playoffs, 
yet  you  make  picks 
only  once.  And  you 
are  only  interested  in 
clear  winners. 

In  the  spring,  Jack 
runs  similar  pools  on 
the  ncaa  college 
hoops  and  the  NBA 
playoffs.  He  could 
also  run  them  for  pro 
hockev  in  winter  and 
baseball  in  the  sum- 
mer, but  Jack  chooses 
not  to.  It  interferes 
with  his  golf  game. 
But  vou  can  see  how 
easily  such  pools  could  be  set  up. 

For  Jack,  running  these  pools  is  a 
way  of  staving  in  touch  with  his  pals — 
and  taking  punny  pokes  at  them  for 
their  poor  selections  in  his  periodic 
standings  reports.  ("Flashman  looks 
like  a  flash  in  the  pan  this  season,"  for 
example.)  For  obvious  reasons,  only 
nicknames  are  used. 

Jack  gallantly  contributes  the  same 
as  everyone  else  in  the  pools  he  runs. 
If  you  are  on  the  greedy  side,  there's 
no  reason  you  couldn't  take  a  free  ride 
as  compensation  for  the  hassle. 

The  key  to  making  any  pool  like  this 
work  well  is,  of  course,  the  handicap- 
ping. Who  does  the  handicapping? 
Jack  takes  great  pride  in  doing  it 
himself,  but  you  could  use  Las  Vegas 
odds,  then  do  a  little  fine-tuning. 

College  basketball  is  even  easier  to 
handicap,  since  it  is  a  seeded  tourna- 
ment: The  higher  the  seed,  the  higher 
the  cost  to  bettors.  -VV.G.F.  IB 
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What  aire  condoms 
made  of? 

In  the  U.S.  the  schools  are  expected  to  adapt  to  the 
kids,  but  in  France  the  children  are  expected  to  do  the 
adapting.  Result:  French  kids  add  and  read  better. 


By  Paul  Klebnikov 

In  1991  two  international  surveys 
measured  the  reading  ability  and 
math  skills  of  13-  and  14-vear-olds. 
Among  the  countries  of  North  Amer- 
ica and  Europe,  French  kids  came  in 
second  in  reading  (after  Finland)  and 
third  in  math  (after  Switzerland  and 
Hungary). 

Americans?  We  came  in  sixth  in 
reading  and  tenth  in  math.  Kids  from 
such  relatively  poor  countries  as  Ire- 
land and  Slovenia  beat  the  daylights 
out  of  our  13-year-olds  in  math. 

Yet  the  U.S.  spends  more  per  pri- 
mary and  secondary  school  student 
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than  any  other  country.  We  spend 
$6,010  per  year  on  average;  the 
French  spend  $4,600. 

How  do  the  French  get  so  much 
more  3-R  for  the  buck?  In  search  of 
clues  we  visited  two  public  high 
schools:  Clarkstown  High  School 
South,  outside  of  New  York  City,  and 
Lycee  Jean  de  La  Fontaine  in  Paris. 

Clarkstown,  with  1 ,400  students,  is 
not  one  of  those  drug-infested,  vio- 
lence-prone high  schools.  It's  in  an 
affluent  suburb  of  New  York  City,  and 
its  sat  scores  are  significantly  higher 
than  the  national  average;  92%  of  the 


kids  go  on  to  college. 

The  Clarkstown  school  is  immacu 
late.  Classrooms,  with  video  equip 
ment,  brightly  colored  posters  anc 
potted  plants,  are  pleasant,  even  cozy 

Now  to  France.  The  Lycee  Jean  d( 
La  Fontaine  is  a  combination  higr 
school  and  junior  high  with  1,75( 
students.  Like  Clarkstown,  it  is  con 
sidered  good,  but  not  top-notch. 

At  La  Fontaine  classes  average  35 
compared  with  Clarkstown's  21 
Clarkstown  boasts  about  100  com- 
puters and  a  TV  studio.  La  Fontaine 
has  a  dozen  computers  tucked  away  in 
a  back  room. 

The  rooms  at  La  Fontaine  are  spar 
tan — peeling  paint,  rows  of  ricken 
wooden  desks  lacing  the  blackboard. 
No  one  would  argue  that  the  peeling 
paint  of  La  Fontaine  accounts  for  the 
higher  test  scores  of  its  students.  So 
what  does? 

The  answer  is  almost  too  simple:  a 
rigid  curriculum  and  uncompromis- 
ing standards. 

Let's  begin  with  standards.  The 
French  grading  system  is  from  0  to 
20,  but  hardly  anyone  ever  scores  a 
20;  14  or  15  is  thought  to  be  very 
satisfactory.  Grade  inflation?  Ameri- 
can teachers  often  get  criticized  if  they 
don't  give  out  enough  As. 
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For    most    lycee    students,    high 
;chool  ends  with  the  baccalaureat — a 
nip  grueling  set  of  exams  lasting  24  hours 
i  jut  )ver  the  course  of  a  week.  Only  40%  of 
cozy  ycee  students  pass  the  exam. 
iniii     American  kids  spend  as  much  time 
M  n  class  as  do  French  kids  at  La  Fon- 
."jfi:aine:  about  1,100  hours  a  year.  The 
con-  difference  lies  in  how  those  hours  are 
i     ;pent.  The  Americans  spend  as  much 
e 35,  is  half  the  class  time  on  touchy-feely 
.1  stuff.  The  French  stick  to  basics. 
:om-     Forbes   attended   one    such    soft 
une course  at  Clarkstown.   This  one   is 
called  "sex  respect,"  part  of  the  state- 
mandated   Health   curriculum.   The 
classroom  is  filled  with  15-  and  16- 
year-olds.  The  walls  are  hung  with 
posters  and  charts:  eating  disorders, 
iing  sexually  transmitted  diseases,  reasons 
for  depression. 

The  topic  of  the  day  is  sexual  absti- 
nence, but  the  talk  is  not  about  absti- 
nence but  about  condoms.  "Ladies 
and  gentlemen,"  the  teacher,  Mr. 
Chiarello,  tells  the  adolescents, 
"within  a  year  you  will  no  longer  be 
able  to  call  them  rubbers.  They're 
going  to  be  made-  out  of  polyure- 
thane.  They'll  be  much  thinner  and 
more  effective,  like  Saran  Wrap." 

Down  the  hall,  Forbes  sat  in  on 
another  state-mandated  course  called 
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Humankind.  This  is  a  replacement  for 
the  old  civics  course  in  twelfth  grade. 
Instead  of  studying  the  Bill  of  Rights 
or  the  structure  of  American  govern- 
ment, the  kids  discuss  "issues" — such 
as  smoking,  stress,  alcoholism  and 
homelessness.  The  teacher,  Mr. 
Glotzer,  leads  a  discussion  on  orga- 
nized crime.  The  homework:  a  three- 
page  magazine  article  on  the  Mafia. 
Then  this  class  of  17-year-olds  splits 
into  six  groups  and  draws  pictures 
illustrating  the  point  of  the  article. 

Why  pictures?  "Sometimes  kids  are 
visual  learners,"  Mr.  Glotzer  tells 
Forbes. 

There's  no  such  straining  at  La 
Fontaine  to  make  the  curriculum 
"meaningful"  or  "accessible."  About 
one-third  of  the  kids  study  those  least 
meaningful  of  all  subjects,  Latin  or 
ancient  Greek.  Clarkstown  has 
dropped  these  from  the  curriculum. 

At  La  Fontaine  we  looked  in  on  a 
seventh-grade  French  class.  As  Ma- 
dame Thomazeau  enters  the  room, 
the  class  stands  up  briskly  to  greet  her. 
"Please  be  seated,"  she  says. 

The  task  today  is  to  analyze  the  text 
of  a  medieval  fable  about  a  miser  and 
an  artist.  Mme.  Thomazeau  grills  her 
12-year-olds  relentlessly. 

"How  is  the  text  organized?  Where 


Learning  at  Lycee  La  Fontaine  (left); 
computer  class  at  Clarkstown 
The  French  get  better  results, 
at  a  lower  cost  per  pupil. 


does  the  introduction  end?  Where  is 
the  moral?  What  words  does  the  au- 
thor use  to  switch  our  sympathies 
from  one  character  to  the  other?" 

Mme.  Thomazeau  wastes  no  ener- 
gy on  fostering  self-esteem.  When  the 
class  is  slow  in  answering,  she  thun- 
ders: "Half  a  year  and  you  haven't 
learned  anything!"  Heads  bend  clos- 
er to  notebooks,  hands  scribbling 
guiltily.  More  stick  here  than  carrot. 

"Speak  up!  State  your  argument!" 
the  teacher  glowers  through  her  spec- 
tacles at  one  student  who  finally  raises 
her  hand.  "Don't  paraphrase  the  text. 
Synthesize!" 

Let's  now  sit  in  with  the  17-year- 
olds  in  Ms.  Gazzola's  "Literature 
with  a  Difference"  English  class  at 
Clarkstown.  The  students  pick  a  short 
story  that  relates  to  their  ethnic  back- 
grounds. A  girl  of  Indian  descent 
picks  "The  Grass-Eaters,"  a  short  sto- 
ry from  the  subcontinent,  but  she 
doesn't  analyze  the  story.  Instead  she 
talks  about  her  feelings,  about  how 
the  story  reminds  her  of  a  visit  to  her 
family's  native  village.  Quite  interest- 
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ing  and  gossipy,  but  the  proceedings 
do  nothing  to  advance  the  children's 
ability  to  read  or  write  English. 

"We  used  to  teach  a  Judeo-Chris- 
tian  ethic,"  the  teacher  tells  Forbes. 
"Now  we're  trying  to  work  with  dif- 
ferent elements.  We're  trying  to  stress 
universality  and  commonality." 

At  the  Lycee  de  La  Fontaine,  one- 
tenth  of  the  students  come  from  for- 
eign lands,  including  Poland,  Sri  Lan- 
ka, Vietnam  and  Morocco.  In  this, 
French  schools  do  not  differ  from 
many  American  schools.  But  here  the 
foreign  children  must  accommodate 
to  France,  not  France  to  them,  and 
there  is  no  talk  of  "universality."  The 
principal  of  La  Fontaine,  Yves  Lance- 
lin,  declares:  "We  have  no  problem 
dealing  with  foreign  cultures  here. 
The  students  come  here  to  learn 
French  culture.  And  that's  that." 

That  is  not  that  at  Clarkstown. 
Forbes  dropped  into  Ms.  Amster's 
ninth-grade  Global  Studies  class. 
There's  not  much  studying  in  it  but  a 
lot  of  discussion  about  current  events. 
Today  Amster  is  talking  about  the 
Philippines  and  how  the  U.S.  alleged- 
ly supported  dictator  Ferdinand  Mar- 
cos. She  dwells  on  how  many  pairs  of 
shoes  Imclda  Marcos  owned. 

"What's  the  standard  of  living  like 
in  the  Philippines?"  she  then  asks. 

"They're  reallv  poor,"  a  student 
pipes  up.  "I  heard  thev  have  people 
living  in  cardboard  boxes  and  that 
many  women  work  as  maids." 

At  Clarkstown,  Forbes  also 
dropped  in  on  the  advanced  place- 
ment course  for  seniors  in  American 
History.  The  teacher,  Mr.  DiBartolo, 
is  haranguing  the  students  about  how 
the  military-industrial  complex 
threatens  American  democracy.  He 
also  debunks  the  American  past.  "The 
1950s  were  regarded  as  a  kind  of 
golden  era,"  he  tells  his  students. 
"But  the  1950s  were  not  like  what 
you  see  on  Happy  Days.  Sure,  people 
were  more  patriotic  and  went  to 
church,  but  we  had  institutionalized 
racism  and  institutionalized  sexism." 

Not  all  the  students  buy  DiBarto- 
lo's  America-bashing.  "But  I  think 
today  we  need  more  values,"  one  girl 
speaks  up. 

"It's  not  that  simple,"  DiBartolo 
counters.  "In  a  free  society  it's  very 
difficult  to  say:  This  is  right  and  this  is 
not."  The  student  is  abashed. 
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Back  in  the  Global  Studies  class, 
Ms.  Amster  is  quite  certain  about 
what  is  right  and  what  is  wrong.  The 
U.S.  is  wrong.  She  says:  "I'm  going  to 
give  you  a  definition  of  Ho  Chi  Minh 
that  your  fathers,  who  fought  in  the 
Vietnam  War,  would  not  be  happy 
with:  He  was  a  freedom  fighter." 
Amster  has  nothing  to  say  about  the 
boat  people  who  lost  their  lives  fleeing 
from  the  regime  created  by  this  "free- 
dom fighter." 

Imelda  Marcos'  wardrobe  does  not 
figure  in  the  La  Fontaine  curriculum, 
nor  do  the  alleged  misdeeds  of 
France. 

"Ah  nonl  We  are  a  million  miles 
from  that  sort  of  thing,"  chuckles 
Dominique  Raulin,  a  Ministry  of  Na- 
tional Education  bureaucrat  involved 
in  setting  the  lycee  curriculum.  "We 
find  all  this  stuff  about  multicultur- 
alism  and  political  correctness  in  the 
U.S.  completely  confounding.  It's  so 
self-destructive." 

The  older  generation  among 
Forbes  readers — could  they  under- 
stand the  language — would  recog- 
nize their  own  school  days  in  a  typical 
1995  French  schoolroom:  a  teacher 
lecturing  to  the  class,  lots  of  home- 
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Mock  TV  studio  at  Clarkstown; 
the  library  at  La  Fontaine 
In  the  U.S.:  self-expression. 
In  France:  lots  of  homework 
and  an  emphasis  on  formal  logic. 
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work,  emphasis  on  facts  and  forrr 
logic,  a  right  and  wrong  answer  f 
almost  everything. 

Today  in  American  schools  the  er 
phasis  is  less  on  facts  and  more  ( 
individual  self-expression — whii 
isn't  all  bad.  U.S.  schools  encourage 
more  open  view  of  the  world.  Tl 
French?  "We  have  a  rich  enough  cl 
ture  that  we  do  not  need  to  loc 
elsewhere,"  sniffs  Raulin.  That  meai 
no  Shakespeare,  no  Steinbeck, 
Dostoyevskv,  no  Gabriel  Garcia  Ma 
quez — except  in  foreign  languaf 
courses,  which  are  notoriouslv  bad  i 
France. 

At  La  Fontaine,  Forbes  witnesse 
yet  another  drawback  in  the  Frenc 
system.  Monsieur  Jacouty  is  teachin 
geography  to  16-year-olds.  Monsiet 
Jacouty  stands  at  the  blackboard  anc 
in  a  rapid-fire  delivery,  ticks  off  th 
reasons  population  growth  is  declir 
ing  in  Europe.  Only  in  the  last  tej- 
minutes  does  Jacouty  open  the  claj  I 
for  discussion. 

"One  of  the  ways  of  redressing  lo\ 
population  growth  is  to  lengthen  lifi 
expectancy,"  he  declares. 

A  student  raises  her  hand. 

"But  how  will  that  solve  the  prob 
lem?"  she  asks.  "Won't  it  worsen  th 
problem  of  the  aging  population?" 

Good  question,  but  it  gets  in  the  wa 
of  the  teacher's  argument.  "I  don't  se 
the  point  you  are  tning  to  make,"  th' 
teacher  browbeats  the  girl.  "Your  ar 
gument  is  badly  thought  out." 

Still,  the  much-vaunted  "indepen 
dent-mindedness"  encouraged  a 
American  schools  is  often  just  slopp; 
thinking  on  the  part  of  children  whe 
are  spared  rigorous  standards.  Clarks 
town's    Glotzer    acknowledges    th( 


problem,  but  says  American  society  i: 
to  blame  for  the  lazy  thinking  and  low 
test  scores.  "Kids  today  are  bombard 
ed  with  '  such  stimuli — Nintendo 
movies,  TV,  video  arcades,  even  the 
light  shows  at  concerts — that  vol 
can't  expect  them  to  just  sit  and  watcfc 
the  teachers  lecture,"  he  says.  "The 
kids  don't  want  to  learn  that  way  anc 
we  can't  make  them  learn  that  way." 
For  better  or  worse,  the  French 
system  is  less  interested  in  making 
excuses  for  the  children  and  more 
concerned  with  making  demands 
upon  them.  "We  have,"  says  the 
French  education  bureaucrat  Raulin, 
"very  big  ambitions  for  our  kids."  WM 


Forbes  ■  September  11,  1995 


on:. 

inV 

\\ 
da 
$40i 

sei 
zin 
ch« 
th( 
lee 


:; 


■ 

.1 


CAREERS 


The  moviegoer 


:  Vant  to  make  nearly  $1  million  a  year?  Leonard  Maltin 
;  Joes  it.  How?  He  simply  pursues  his  childhood  hobby. 


5y  Maria  Matzer 


USD 

-  In  1963,  when  he  was  12,  Leonard 
.-Maltin  was  already  a  movie  buff.  He 
would  take  the  bus  from  his  home  in 
wj  Teaneck,  N.J.  to  a  revival  theater  in 
i  Manhattan  to  watch  such  old  movies 
the  Marx  Brothers'  Duck  Soup  and 
ank  Capra's  Meet  John  Doe.  By  the 
ni$  time  he  was  1 3,  Maltin  was  sending  in 
■Jk  columns  to  Film  Fan  Monthly,  a  tin)' 
-  i  Hollywood  film-buff  magazine  based 
I  in  Vancouver,  B.C. 
■_i-     When  Maltin  was  15,  the  owner 
:o  decided  to  get  out.  He  had  in  hand 
id  S400  in  advance  subscription  and  ad- 
vertising    payments — which     repre- 
•j]  sented  an  obligation  to  deliver  maga- 
:c  zines  and  print  ads.  He  sent  Maltin  a 
check  for  S225  to  relieve  himself  of 
the  obligations.  xMaltin  was  now  a 
teenage  editor  and  publisher. 

Maltin  ran  Film  Fan  Monthly  from 
his  bedroom.  With  the  aid  of  a  few 
small  ads  and  notices  in  Variety  and 
the  Saturday  Review,  he  built  circula- 
tion to  2,000. 

In   1968  one  of  his  high  school 
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Leonard  Maltin 

on  the  set  of 

Entertainment 

Tonight 

An  "every  per  son 

reviewer," 

not  a  "chichi, 

big-city  type." 


English  teachers  introduced  Maltin  to 
an  editor  at  New  American  Library. 
The  editor  was  looking  for  someone 
to  write  a  new  guide  to  movies.  The 
17-year-old  Maltin  got  the  assign- 
ment, which  meant  he  had  five 
months  to  create  an  encyclopedic  pa- 
perback filled  with  reviews,  casts,  di- 
rectors and  running  times  of  8,000 
movies.  Maltin  hired  a  couple  of  film 
researchers  and  handed  the  manu- 
script in  on  time. 

Twenty-seven  years  later,  Maltin, 
now  44,  is  still  editing  Leonard  Mal- 
ting Movie  and  Video  Guide  for  Pen- 
guin. Beautifully  positioned  at  the 
dawn  of  the  videocassette  era,  Mal- 
tin's  nearly  1,600-page  guide  now 
sells  over  300,000  copies  a  year,  at 
S7.99  a  copy,  and  is  the  centerpiece 
of  a  business  that  employs  12 
researcher/writers  and  earns  Maltin 
nearly  SI  million  a  year. 

Maltin  learned  early  on  an  impor- 
tant publishing  lesson:  that  the  key  to 
profitability  is  recycling  the  same  ba- 


sic data  into  different  formats,  in  ef- 
fect selling  the  same  information 
again  and  again. 

To  leverage  the  time  he  and  his 
staffers  had  to  spend  watching  new 
movies  anyway,  Maltin  started  to  do 
brief  movie  reviews  in  1982  on  Via- 
com's Entertainment  Fonight  syndi- 
cated TV  show.  The  producers  tried 
him  out  and  liked  what  they  saw. 
Recalls  the  show's  former  executive 
producer,  James  Bellows:  "He  was  an 
everyperson  reviewer.  He  wasn't  a 
chichi,  big-city  type." 

For  over  $200,000  a  year,  Maltin 
now  tapes  two  folksy  two-minute  seg- 
ments per  week  for  Entertainment 
Fonight  and  rewrites  some  segments 
for  his  movie  guide,  which  is  updated 
once  a  year. 

Still  recycling,  Maltin  produces  a 
daily  syndicated  (200-station)  radio 
show  where  he  reviews  new  video 
releases.  Viacom's  3,100  Blockbuster 
Video  stores  are  playing  "exclusive" 
Maltin  video  commentary — a  tie-in 
with  Entertainment  Fonight. 

Maltin  cycles  and  recycles.  The 
basic  Maltin  guide  is  available  on  CD- 
ROM  (Microsoft's  bestselling  Cine- 
mania)  and  in  a  PC  version.  Maltin  is 
now  providing  Microsoft  with 
monthly  movie  reviews  for  the  com- 
pany's new  on-line  service  and  has 
just  signed  a  deal  with  gte  and  Chica- 
go-based Access  Communications 
Group  to  deliver  on-demand  reviews 
over  the  telephone  lines.  Within  a 
few  months  Bell  Atlantic  and  other 
Bell  companies  will  offer  minute- 
long  recorded  Maltin  reviews.  For 
the  cost  of  a  local  call,  customers  will 
hear  a  brief  ad  first,  which  pays  for  the 
service. 

"Apparently  my  strong  suit  is  my 
perceived  credibility,"  says  Maltin,  a 
self-effacing  fellow  who  regularly 
turns  down  lucrative  product  tie-ins 
and  endorsement  offers  from  the  en- 
tertainment industry. 

For  help  in  negotiating  his  media 
deals,  Maltin  uses  Manhattan  agent 
Richard  Leibner,  but  his  primary 
helper  is  his  wife,  Alice,  who  often 
serves  as  his  producer  and  is  tight 
with  a  dollar.  Looking  for  a  living 
room  set  as  a  backdrop  for  a  new 
video  series  Maltin  is  producing,  Al- 
ice decided  to  use  the  couple's  own 
home.  "I  married  a  very  smart  wom- 
an," says  Maltin.  ■■ 
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COLLECTORS 


A  Rembrandt  that 
is  not  a  Rembrandt 


If  you  want  to  authenticate  a  painting,  turn  to  a  catalogue  raisonne. 
Long  used  almost  exclusively  by  dealers  and  scholars,  some 
are  now  available  at  popular  prices. 


By  Lisa  Sanders 

New  York's  Metropolitan  Museum 
of  Art  once  boasted  42  Rembrandts. 
It  is  down  to  20.  The  other  22  turned 
out  to  be  bogus. 

A  "Rembrandt/Not  Rembrandt" 
exhibit  will  be  staged  at  the  Met, 


beginning  Oct.  10,  and  the  real  and 
misattributed  oils  will  be  displayed. 
The  purpose  of  the  show  is  to  illus- 
trate the  authentication  process  that 
curators  and  historians  use  to  deter- 
mine authorship. 
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Art  scholars,  you  see,  will  out.  The  | 
are  relentless.  Since  one  of  the  earlies 
catalogues  of  558  works  attributed  t<'^m 
Rembrandt  van  Rijn  was  published  ijl^ 
1906,  art  sleuths  have  whittled  th 
number  of  "authentic''1  pieces  dowi 
to  about  300. 

Catalogues  raisonnes  are  annotate^  it 
ed,  illustrated  books  of  artists'  works' nils 
usually  compiled  by  art  historians  ant 
scholars.  "They  require  painstakim  •''" 
research.  They're  very  time-intensiv«»c°l 
and  they're  expensive  to  produce,*  1  a  Sa!^ 
explains  Gail  Levin,  president  of  th< 
Catalogue  Raisonne  Scholars  Associ-i|Hm°s 
ation.  Levin  ought  to  know.  She  spenii  "It a 
eight  years  compiling  a  catalogue  o 
works  by  American  painter  Edward 
Hopper.  "It's  an  absolute  labor  oil  do  is 
love.  I  don't  make  a  penny  off  it,"  shei  ?0i 
says  proudly.  "We're  a  long-suffering 
breed,"   comments   Maurice   Tuch-pntl 
man,  who,  along  with  fellow  art  histo-  W « 
rians  Esti  Dunow  and  Klaus  Perls,  'the  w 
spent  30  years  on  a  two-volume  cata-|°tlw 
logue  on  painter  Chaim  Soutine. 


Traditionally,    the    audience    for  » 


these  catalogues  has  been  small — a 
few  thousand  scholars,  art  dealers,  *l 
collectors  and  reference  librarians 
willing  to»pay  the  several  hundred 
dollars  most  of  these  catalogues  cost. 
In  recent  years,  however,  some 
publishers  of  catalogues  raisonnes, 
such  as  Benedikt  Taschen,  based  in 
Cologne,  Germany,  have  discovered 
market  economics:  Lowering  unit 
prices  boosts  sales.  Says  Tuchman, 
whose  Soutine  catalogues  cost  $80  a 


Da 


on  , 
paint 

\U» 

schi 
nisi 
with 
Ren 

"'! 


The  only  thing  wrong  with  this 
Rembrandt  is  that  it's  bogus 
So  are  21  others  at  the  Met. 
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I  ^lamdigger,"  a  work  now  known  to  be  by  Edward  Hopper 
ie  painstaking  research  by  scholars  is  a  labor  of  love. 


"Antigone,"  by  Mark  Rothko 

A  catalogue  of  his  work  is  currently  being  prepared. 


r„ 


on  :t,  "The  first  edition  of  12,000  copies 

)ld  out  in  seven  weeks.  Two  months 

;Jtter  it  went  into  a  second  edition. 

lorfc  hat's  astonishing.  Most  catalogues 

>m  lisonnes  are  printed  in  editions  under 

a  ,000."  Taschen  publishes  catalogues 

bd  collections  of  works  by  such  artists 

Salvador  Dali,  Pablo  Picasso  and 

incent  van  Gogh.  They  are  available 

iofi  most  art  and  museum  bookstores. 

"If  a  client  calls  me  up  and 
x  Jays  he's  interested  in,  say,  a 
J  ertain  Picasso,  the  first  thing 

0  do  is  turn  to  the  catalogue 
£  >y  Christian  Zervos  and  see 

whether  it's  in  there.  If  not, 

hen  the  buyer  has  to  endure 

he  whole  litany  of  getting 

he  work  authenticated  by 

)ther   sources,"    says    New 

fork  art  dealer  and  collec 
:3i  or  Richard  Feigen. 
David        Anfam, 

vho      has      been 
J  vorking  since  1989 

1  Dn    a    catalogue    of 
painter  Mark  Rothko's 
,vork,    explains    how    a 
scholar  gets  to  know  an 

a  irtist's  work.  "It's  the  same 
*vith  Rothko  as  it  is  with 
Rembrandt,"  he  says. 
"There  are  ways  of  apply- 
ing paint,  ways  of  treating  a 
figure,  and  ways  of  creating 
pictorial  texture.  You  can 
only  get  a  good  sense  of 
those  when  you  see  the 
original      paintings.       It's 

Forbes  ■  September  11,  1995 


much  like  the  difference  between 
talking  to  someone  on  the  phone  and 
seeing  them  in  person."  Anfam  has 
traveled  widely  to  view  more  than  700 
of  Rothko's  roughly  800  works  on 
canvas. 

Catalogues  raisonnes  have  been  pre- 
pared on  hundreds  of  artists,  but  not  all 
catalogues  raisonnes  are  created  equal. 
Sometimes  authentic  pieces  are  not 


Catalogue  of  works  by  Chaim  Soutine 
Thirty  years  of  research  for  $80. 


included — by  accident,  or  by  caprice. 
But  subsequent  scholarship  usually  un- 
earths such  oversights.  For  example, 
Vivian  Endicott  Barnett,  whose  first 
catalogue  raisonne  on  the  watercolors 
of  Wassily  Kandinsky  was  published  in 
1992,  found  a  previously  unknown 
landscape  by  the  artist  that  was  brought 
to  her  by  a  collector.  The  authenticity 
was  determined  by  Kandinsky's  hand- 
writing on  the  back  of  the 
piece  and  also  through  trac- 
ing its  provenance. 

If  you  own  pieces  by  name 
artists,  there's  a  chance  you 
could    be    contacted    by    a 
scholar  who  is  putting  to- 
gether a  catalogue.  If  you  get 
such  a  call,  cooperate.  Your 
painting    could    be    worth 
more    if  it    gets    included. 
What  if  the  scholar  rejects  it 
as  inauthenticr  You  might  as 
well  find  out  now  rather  than 
later.  Currently  in  the  works, 
for  example,  are  catalogues 
of    Alexander    Calder, 
Aidy  Warhol,  Geor- 
gia   O'Keeffe    and 
Marsden  Hartley. 

Unfortunately, 
there  is  no  single  di- 
rectory in  the  U.S.  on 
catalogues,  but  experts  at 
the  auction  houses  and 
dealers  should  be  able  to 
tell  you  if  a  catalogue  exists 
or  if  one  is  being  put 
together.  ■■ 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICED 


Receive  Value  Line 
for  only  JN^r  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 

recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  forJSS  $55.  Available  only  once  every  three  years  to 

any  household.   SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS 

Third  Edition  (retail  price.  $10,951—537  pages  filled  with  over  3.000 

definitions  of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and 

more.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along 

with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  316E11)  American  Express.  MasterCard  or  Visa.  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

PO  Box  3988  New  York. 
NY  10008-3988 


BUSINESS  OPPORTUNITIES 


WANTED 

Steel  Home  Distributors 

♦  Energy  Efficient  9"  (R-30)  Insulation 

♦  Unbeatable  Protection  from  Wind, 
Fire,  Termites,  Snow,  Earthquakes 

♦  American-Made  Steel  (66%  Recycled) 

♦  Simple,  Bolt-Together  Construction 

♦  Refundable  Investment,  Full  Training 

♦  1 9-Year  Industry  Leader  with  Homes 
in  aH  50  States  and  26  Countries 

Call  for  fflff  Info  or  $9.95  VIDEO: 


flr 


1-800-TRI-STEEL 


1-800-874-7833 


Ti-SteeJ     (817)497-7070     Fax:  (817)497-7497 

5400  S  Sttmmora  Ftwy .  OetWn  TK  76205 


i  mftGHBRtgB^CD 


Umversitv  Dearee: 


Approved  Self  Paced  Home  Stu 
I  Associate  Bachelors  Masters  Do 

IBusiness  Admin,  Public  Admin.  H 

Care  Admin.  Human  Resources,  Fin. 

International  Business,  Tech  Mgmt, 

Paralegal.  Psychology.  Call  for  broc 

(800)  477-2254  (24  hrs) 

Southern  California  University 

for  Professional  Studies 

1 840  E.  1 7  St-F,  Santa  Ana,  CA  92 


COLLEGE  DEGRI 

BACHELOR'S  -  MASTER'S  ■  DOCTOR 
Lite  and  Academic  Experie 

Earn  your  degree  throi 
convenient  home  stuc  KS 

(800)  423-3244  ex.  1  luK:' 
Fax:    (310)471-6456lftulif,;; 

send  detailed  resume  foe  ffife  bvalu 

Pacific  Western  Universita,tke 

600  N.  Sepulveda  Blvd..  Los  Angeles.  CA  900- 


I A 


FREE  VIDEO 


FRANCHISE  CONSULTING 


EXTERNAL  DEGREES!! 

BA/BS  MS/MBA  PhD/JD 

|  Credit  for  work. /life  exp.  •  Accredited 

(800)  955-8879  (24  hrs.) 

LaSalle  University  P 

Dept.  879,  Manderville,  LA  70470-40(X'l 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
Delaware   Call/Write  for  FREE  KIT: 
vRvKfrv         PO.  Box  484-FB 
a    \fy     X    Wilmington,  DE  19899 
IB    htd  800-321-CORP  •  302-652-6532 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


IMPORTER  /  DISTRIBUTOR 


Australia's  top  selling  sink-bath  stopper 

multifit  1 '/"  to  2"  drains.  Unique  design. 

Own  brand.  Must  be  able  to  import  and 

distribute  to  major  retail  outlets. 

Tell  us  what  you  can  do! 

Platypus  Plugs  and  Stoppers 

1 2  Trentwood  Park  Avalon  NSW  Australia  2107 
Phone/Fax:  61  2  9918  8974 


SHARING 


M   (SCARING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

Francorp 

Specialists  m  Franchise  Development       FB 
New  vortt  •  Dxaoo  •  Los  Angeles  •  Naples  R.  •  Mt'CO  Dt  y  •  Buenos  Am 


MUTUAL  FUNDS 


MUTUAL  FUND  INVESTORS 


Nervous  about  the  market? 

High  returns  in  rising  or  falling 

markets.  Low  risk.  Managed 

individual,  retirement,  corporate 

accounts.  SIMA,  RO.  Box  9372 

Pensacola,  Fla.  32513,  or  call 


1-800-592-3624      FAX  (904)  433-4517 


Give  the  gift  of  health 
to  America's  babies. 

Join  the  March  of  Dimes 
WalkAmerica. 

Call  the  March  ol  Dimes  Binh  Detects  Foundation 
and  sign  up  today' 


guild  your  busines 

with  books  from  the  U.S.  Governmerr 


H  - 

Ml 


Whether  you're  interested  in  exporting,  selling 
to  the  Government,  accounting  and  taxation, 
patents  and  trademarks,  or  general  business  .  .  . 
you'll  find  the  best  the  Government  has  to 
offer  in  this  FREE  catalog  of  business  books 
available  for  sale  from  the  Superintendent  of 
Documents. 

For  your  FREE  catalog,  write  to: 
Free  Business  Catalog 
US.  Government  Printing  Office 
Office  of  Marketing— Stop  SM 
Washington,  DC  2040I 
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PUBLICATIONS 


SPORTING  CLAYS 


a  World  of  Books 
On 


ASIA 


Kei. 


ness  in  Asia  requires  cul- 
understanding.  For  in- 

'ifrjl  articles  and  reviews  of 
nt  cross-cultural  books 

frjdeas,  there  is  one  source. 

jctory  subscription  rate  only  $36.00 

few  Asia  Review 


jtfOUR  COPIES  OF  FORBES 

ustom-made  cases 

ers  protect  your 

copies  from  dam- 

y  hold  about  half  a 
isues.  Made  from  re 
I  board  covered  with 
like  material  in 
3  is  hot-stamped 
3indershave 
spring  mechanism 
inap-in  rods. 
1-S8.95  3-S24.95  6-S45.95 
:  1-$11.25  3-S31.85  6-S60.75 
:ROM:  Jesse  Jones  Industries.  Dept.  95  FB. 
:t  Erie  Ave..  Phila  .  PA  19134.  Enclose 
ddress  (no  P.O.  Box)  &  payment.  Add 
sr  unit  tor  P&H  Outside  Continental 
luding  AK  &  HI)  $3.50  per  case/binder 
ds  only)  Pa.  residents  add  7%  sales  tax 
card  orders  call  1-800-825-6690 
i).  Please  allow  4  to  6  weeks  for  delivery, 
tion  Guaranteed. 


BINDER 


BECOME 
A  CERTIFIED 
HOT  SHOT  IN 
JUST  3  DAYS. 

The  Remington  Shooting  School 
offers  the  finest  in  shotgun  instruc- 
tion on  sporting  clays.  NSCA  cer- 
tified instructors.  Basic  techniques 
to  advanced  tactics.  Gracious 
lodgings  in  New  York's  Mohawk 
Valley.  Com- 
plimentary 
shooting 
outfit,  and 

much  *^\Rgmingtonf 

more... 

For  a  free  information  kit 

and  a  schedule  of  classes, 

call  315  895-3574. 


EXECUTIVE  GIFTS 


Do  you            j 

Posfurf volution  could  be 

J 

the  solution. 

A 

PoslurEvolution  helps  retrain  your 

experience  ^k 

back  so  you  con  maintain  good 
posture  wherever  you  sit. 

j 

•  Portable 

frequent  H 

*  Rugged 

1 

•  Supportive 

^ 

•  Comport 

back  pain     ^ 

PosturEvolution  transforms  your 

1 

chair  or  car  seal  into  a  foundation 

for  proper  sitting.  Call  for  a  free 

or  fatigue7       J 

brochure. 

A 

PosturEvolution 

4 

800.392.0363 

FORBES  MARKET/CLASSIFIED 

To  spotlight  your  specialty  product  or 
service  to  an  affluent  proven  responsive 

executive  audience: 
RITE,  CALL  OR  FAX:  LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 
60  Fifth  Ave.,  N.Y.  N.Y.  10011 
(212)620-2440 
(212)  620-2472  (FAX) 


REAL  ESTATE 


Prestigious  Nine  Bar  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located  Outside 
Houston,  Texas  •  Renowned  International  Reputation  •  Excellent  Highway  Frontage 
in  Houston's  Growth  Corridor  •  Meticulous  Attention  to  Detail  &  Amenities  •  Never 
Before  on  Market  •  Brochure  Available  •  Contact  Jennifer  L.H.  Myers 
Tel:  713*840*8853,  Tel:  713*870*8488,  Fax:  713*840*8854. 

A.L.  Salley  Realty 
specializing  in  prestigious  farm  &  ranch  properties 


II 


Obtain  Global 

Advantage  Through 

Innovation. 


"Knowledge  is 
power,  and  this 
book  supplies 
plenty  of  both 
commodities. " 

Byron  Sutton, 

President, 

World  Trade  Center 

Orlando 


Achieve  creative  problem  solving 
and  innovation  as  never  before! 

404  pages/illust.  •  $19.95  plus  shipping 
At  major  bookstores  or  call  to  order 

1-800-2-N-OVATE 

(1-800-266-8283) 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds 

and  all  Precious  Gemstones. 

Free  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 

Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 

1-800-844-3100  or  FAX  502-338-9605 


Forbes: 
Capitalist 


Tool 


® 


RANCHES 


Colorado 

Mountain 

Ranch 

Just  24  miles  from  Mt.  Werner  Ski 
area  at  Steamboat  Springs  consist- 
ing of  1 8,000  ±  fee  owned  acres 
plus  adjoining  U.S.  Forest,  BLM 
and  Colorado  State  Leases  making 
a  good  cattle  operation.  Abundant 
reservoir  and  water  rights  supply- 
ing irrigation  for  the  meadows. 
Featuring  year  around  recreation. 
Lakes,  creeks,  and  streams  for  fish- 
ing; tree  cover,  mountain  views,  and 
secluded  areas.  Wildlife  consists 
of  elk,  deer,  antelope,  moose,  bear 
and  a  variety  of  bird  population. 
In  winter,  cross-country  skiing, 
and  snowmobiling  on  the  ranch  or 
downhill  skiing  close  by.  Priced  at 
just  over  $800  per  acre  this  ranch  is 
a  bargain  compared  to  other  land 
close  to  Colorado's  major  ski  areas. 

Offered  by 

Orr  Land  Company 

5040  Acoma  St.,  Denver,  CO  80215 
(303)  295-1313  •  FAX  (303)  295-1256 


EXECUTIVE  GIFTS 


•  16  10  71  models  ore  hond  I^ACIFM. 
crofted  from  solid  mohogony  with  *  '  "  c  "  *  '  T  _ 
fondpotnted  markings  and  details  wOUft  JJUXNC  MMCD3 

•  0»er  160  models  in  stock  Of  BM 

•  Priced  from  J99.50  AaOSCWIUBJ 

•  Sotisfoction  guoron'eed  u^5 ****  "*  5,t*h 

Call  1-800-950-9944  mnm  —  x 
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DIAMONDS 
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She's  expecting  DIAMOND- 
Don't  PANIC.  We  can  helf 


The  way  to  a  man's  heart  is  through  his  ston 
but  the  way  to  a  woman's  usually  involv 
jeweler.  Just  think  of  golf  clubs,  or  sea* 
tickets  wrapped  in  a  little  black  velvet 
That's  how  women  feel  about  diamond kt,atl 

To  know  diamonds  is  to  know  her.    Find  c  ' 
what  she  has  her  heart  set  on.  Is  it  a  pend^ 
anniversary  band,  or  ear  studs?  You  can  f 
out  by  browsing  with  her,  window  shoppii  P 
watching  her  reactions  to  other  women's  jew  " 
Go  by  body  language,  not  just  by  what  si \&i 
says.  Then,  once  you  know  the  style,  you 
concentrate  on  the  diamond. 
Like  people,  no  two  diamonds  are  alike.     «)] 
Formed  in  the  earth  millions  of  years    F 
and  found  in  the  most  remote  corners  oft:11 
world,  rough  diamonds  are  sorted  by  DeBe 
experts  into  over  5,000  grades  before  they  fe 
on  to  be  cut  and  polished.  So  be  aware  of  w'"nt 
you  are  buying.  Two  diamonds  of  the  samiri(r,, 
size  may  vary  widely  in  quality.  And  if  a  primw 
looks  too  good  to  be  true,  it  probably  is. 
Maybe  a  jeweler  is  a  man's  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be  attractL 
to  a  jeweler  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends  who  L 
gone  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  different^ 
You  want  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  <-'lsl 
They  are:  Cut.  not  the  same  as  shape,  but  refers  to  the  way  the  facets  or  flat  surfaces  are  angled.  A  beiM), 
cut  offers  more  brilliance;  Color,  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks  or  f 
"inclusions"  the  better;  Carat  weight,  the  larger  the  diamond,  usually  the  more  rare.  Remember,  the  mo 
you  know,  the  more  confident  you  can  be  in  buying  a  diamond  you'll  always  be  proud  of. 
Learn  more.  For  the  booklet  "How  to  buy  diamonds  you '// be  proud  to  give"  call  the  American  Gem  Society 
representing  fine  jewelers  upholding  gemological  standards  across  the  U.S.,  at  800-340-3028. 

Compromise  now?  there's  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  somethi 
that  reflects  how  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not 
mention  as  beautiful  as  that  totally  perplexing  creature  who  will  wear  it. 


"Ii 


has 


Diamond  Information  Center 

Sponsored  by  DeBeers  Consolidated  Mines,  Ltd.,  Est.  1888. 

A  diamond  is  forever.  DeBeers 
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augurating  Ford's  airline  service: 
I  to  r.)  air  pioneer  W.C.  Stout,  Edsel 
rd,  Henry  Ford,  pilot  E.G.  Hamilton. 


can  I 
oppj . 
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u 


One]  important  development  I 
resee  for  the  industry  lies  in  the 
fevelopment  of  huge  planes  of sev- 
al  thousand  horsepower,  with  a 
amber  of  motors  and  an  engine 
jom.  These  planes  will  carry  fifty  or 
xty  passengers,  and  will  be  used  for 
>ng  flights  where  speed  is  essential, 
fj  specially  in  the  trans-Atlantic  and 
ans-Pacific  services." 

-.Air  pioneer  W.C.  Stout 


,1c 

b 
if  i  \ 


Forbes,  with  this  issue,  enters  its 
nth  year.  We  desire  to  thank  all 
ho  have  cooperated  with  us.  Our 
:J|  "iends  will  be  glad  to  know  that  we 
pniave  grown  more  during  the  year 
ist  ending  than  in  any  previous  two 
ears.  Our  circulation  is  increasing 
1  lore  substantially  than  ever  before, 
110  nd  readers  will   have  noticed  the 
Ad  xpansion  in  the  demand  for  adver- 
ting space.'" 

')0  years  ago 

Prom  the  issue  of  Sept.  15, 1935) 
'It  looks  as  if  the  industrial  public 
\ill  have  to  get  familiar  with  the  word 
tolymerizing.  You  can  find  the  word 
:tv.n  any  good  dictionary,  but  so  far  it 
las  merely  been  chemists1  'patter.'  In 
.  he  last  few  weeks,  however,  there  is 
11  lews  that  one  of  the  oil  companies  has 
t  Seen  licensing  various  refiners  to  pro- 
duce gasoline  by  polymerization.  So 
perhaps  the  word  will  now  come  out 
pf  the  fifty-cent  class  and  be  spread 
3ver  our  billboards.'1 
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"One  new  air-conditioning  unit  is  air 
cooled,  [and]  hence  requires  no  pip- 
ing. It  can  be  plugged  into  any  electric 
light  socket." 

50  years  ago 

(From  the  issue  of  Sept.  15,  1945) 
"It  is  possible  that  as  many  as 
400,000  cars  will  be  built  before  the 
start  of  1946,  but  government 
spokesmen  are  more  confident  of  this 
total  than  are  industrialists." 

"The  low  [truck]  mortality  rate — 
only  2.9%  during  the  war — indicates  a 
huge  replacement  market.  .  .  .  Aver- 
age truck  age  today:  seven  years." 

25  years  ago 

(From  the  issue  of  Sept.  15,  1970) 
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Forbes'  Sept.  15, 1970  cover  story 
was  about  that  year's  long-skirt  fiasco. 


"In  the  newspaper  advertisements 

for  women's  clothes  last  month  it  was 
midi,  midi,  midi.  But  on  the  streets 
and  on  the  customers'  backs  it  was  still 
mini,  mini,  mini.  Columnist  Pete  Ha- 
mill  spoke  for  millions  of  men  when 
he  wrote  as  he  did  above  ['a  woman 
whose  mind  must  be  certainly  as  dull 
as  the  blah  years  of  the  1950s  which 
inspired  her  clothing.'].  A  New  York 
suburban  housewife  spoke  for  mil- 
lions of  American  women.  After 
watching  a  TV  movie  of  World  War  II 
Nazis  swashbuckling  in  ankle-length, 
tailored  greatcoats,  she  exclaimed, 
'Now  I  see  where  they  got  the  ideas 
for  those  horrible  new  styles.1  " 


"Commissioner  Pete  Rozelle  sees 
only  roses  this  fall  as  he  looks  down 
the  field  into  professional  football's 
51st  season,  which  begins  Sept.  18. 
The  game  should  easily  become  a 
SI 00  million  business  for  the  first 
time.  Almost  40%  of  the  annual  take 
will  flow  from  an  estimated  SI 80 
million  television  contract  running 
four  years.  The  upstart  American 
Football  League  becomes  only  one 
conference  in  a  26-team  National 
Football  League;  bonus-player  wars 
are  forgotten.  .  .  .  When  100  million 
Americans  may  watch  games  on  TV  or 
in  the  stands  on  a  single  Sunday,  pro 
football  is  obviously  king." 

"Anyone  who  is  waiting  for  the  Dow 
Jones  industrial  average  to  soar  past 
1000.  .  .  .  will  have  to  wait  a  long, 
longtime.  .  .  .  Not  until  another  gen- 
eration, a  generation  unscarred  by 
memories  of  1968  and  1969,  takes 
over  in  Wall  Street  will  there  be  an- 
other great  stock  market  boom. 

"Who  says  so?  A  tall,  lean  39-year-old 
Englishman  .  .  .  Anthony  Merrett." 


10 


years  ago 


(From the  issue  of  Sept.  9,  1985) 

"A   portable   leech   cage   may   not 

sound  like  the  perfect  mantel  decora- 
tion, but  it  is  a  hot  item  in  the  growing 
antique  medical  instruments  market 
.  .  .  says  Boston  dealer  Barn'  Wieden- 
keller  .  .  .  now  they  sell  for  as  much  as 
S700.  Other  medical  antiques  are  en- 
joying similar  good  health.  Porcelain 
phrenology  heads,  worth  about  S700 
just  four  vears  ago,  now  fetch  up  to 
$1,500...."  H 


Antique  phrenology  head:  a  hot  item. 


311 


iKin:iiiii:iiHiminaiu 


It  quite  often  happens. 
A  man  bounds  into  sudden 
success,  becomes  obsessed 
by  vanity,  builds  or  buys 
a  palace — and  then  has  to 
close  up  the  palace.  The 
latest  example  is  Clarence 
Saunders,  who  founded  the 
Piggly  Wiggly  stores, 
launched  a  company,  gath- 
ered in  a  lot  of  money, 
started  building  a  million- 
dollar  home,  tried  to  fight 
Wall  Street  at  its  own 
game  of  speculating  in 
stocks,  gloried  in  having 
''cornered"  his  stock,  lost 
out,  and  now  makes  this 
announcement  concerning 
his  palace  now  under 
construction  at  Memphis: 
"I  am  going  to  nail  up 
the  place  and  lock  the  gates 
until  I  can  make  the  money 
to  complete  it. " 

-B.C  Forbes 


A  Text .  .  . 

For  since  the  beginning 
of  the  world  men  have  not 
heard,  nor  perceived  by 
the  ear,  neither  hath  the 
eye  seen,  O  God,  beside 
thee,  what  he  hath  pre- 
pared for  him  that  waiteth 
for  him. 
-Isaiah  64:4 


Sent  in  by  Marion  D.  Drewson, 

Savannah,  Ga. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts, used. 


Nothing  is  harder  to  topple 
than  a  "tact"  that  supports 
a  deeply  held  prejudice 
denied  by  its  holder. 
-Russell  L.  Ackoff 

He  who  never  leaves  his  country 
is  full  of  prejudices. 
-Carlo  Goldoni 

Intolerance  is  the  "Do  Not 
Touch"  sign  on  something 
that  cannot  bear  touching. 
We  do  not  mind  having  our 
hair  ruffled,  but  we  will 
not  tolerate  any  familiarity 
with  the  toupee  that  covers 
our  baldness. 
-Eric  Hoffer 

We  hate  some  persons  because 
we  do  not  know    hem;  and  we 
will  not  know  them  because 
we  hate  them. 
-Charles  Caleb  Colton 


The  most  fatal  illusion  is 
the  settled  point  of  view. 
Life  is  growth  and  motion; 
a  fixed  point  of  view  kills 
anybody  who  has  one. 
-Brooks  Atkinson 

The  search  for  someone  to 
blame  is  always  successful. 
-Robert  Hale 

Everyone  is  a  prisoner 
of  his  own  experiences.  No 
one  can  eliminate  prejudices 
— just  recognize  them. 
-Edward  R.  Murrow 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 
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Political  extremism  involves 
two  prime  ingredients:  an 
excessively  simple  diagnosis 
of  the  world's  ills  and  a 
conviction  that  there  are 
identifiable  villains  back 
of  it  all. 
-John  W.  Gardner 

An  infallible  method  of 
making  fanatics  is  to  per- 
suade before  you  instruct. 
-Voltaire 

What  is  objectionable,  what 
is  dangerous  about  extremists 
is  not  that  they  are  extreme, 
but  that  they  are  intolerant. 
The  evil  is  not  what  they 
say  about  their  cause,  but 
what  they  say  about  their 
opponents. 
-Robert  F.  Kennedy 

A  fanatic  is  one  who  can't 
change  his  mind  and  won't 
change  the  subject. 
-Winston  Churchill 

One  may  no  more  live  in 

the  world  without 

picking  up  the  moral  prejudices 

of  the  world  than  one  will 

be  able  to  go  to  hell 

without  perspiring. 

-H.L.  Mencken 

Dogs  bark  at  a  person  whom 
they  do  not  know. 

-Her-yci.itus 

So  long  as,  there  are  earnest 
believers  in  the  world,  they 
will  always  wish  to  punish 
opinions,  even  if  their  judg- 
ment tells  them  it  is  unwise 
and  their  conscience  that 
it  is  wrong. 
-Waller  Bacehot 

We  are  chameleons,  and  our 
partialities  and  prejudices 
change  places  with  an  easy 
and  blessed  facility. 
-Mark  Twain 
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JS/lost  hotels  arent  around 
long  enough  to  get  good,  let  alone  gran 


i 


A  grand  hotel  doesn't  happen  overnight 
The  Fairmont  has  been  perfecting  the 
irt  of  making  guests  feel  pampered  for 
nearlv  a  centurv.  .And  while  todav  vou'll 
:ind  everv  modern  amenitv,  we  haven't 
orgotten  the  warmth  and  graciousness 
:hat  have  always  set  The  Fairmont  apart. 
Our  uncompromising 


it  The  Fairmont  more  pleasurable  as  well.  Over  the 
ears,  we've  hosted  Presidents,  rovaltv  and 


corporate  leaders  from  everv  corner  of  the  world. 

But  then,  everv  business  traveler  feels  special  at 
The  Fairmont.  And  the 
tradition  of  outstanding 
service  is  exemplified     Afternoon  tea 

at  The  Fairmont 

in  our  President's  Club.  When  vou  register, 
vou  can  be  upgraded  to  a  suite  at  a  nominal 
charge  per  night,  whenever  one  is  available, 


Tbt  Plaza,  >::••.  a  Fairmont  managed  hotel 

commitment  to  service  isn't  merelv  a  everv  time  vou  stav  at  a  Fairmont.  For  reservations, 

promise.  It's  an  enduring  tradition.  please  call  vour  travel  professional,  The  Fairmont  at 

President  Taj'.. 

a/reauen, guest  at      j^  Qf  which  has  mac[e  business  travel  1-800-527-4727  or  The  Plaza  at  1-800-759-3000. 

ike  Fairmont 


Because  why  settle  for  a  good  hotel,      f*~^fl 
when  vou  can  enjov  a  grand  one?      ^^B^f^ 
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AMERICAN  GRAND  HOTELS   SINCE  1907 


TU  F»„.o»r 

CUijo  *m 


TU  F.„..., 
D.ll.i  '129 


TV   F,„-on. 

TkcPI... 

Tk«  F>, 

room 

Nr.    OrL.n.    '129 

Nc  York  '269 

S„    Fr,„c 

,co  '189 

TU    Fa.rmon, 

t  s/39 


Presidents  Club  benefits  apply  at  the  published  National  Corporate  rates  above,  rack  or  weekend  rates   Rates  are  single  occupancy  per  room,  per  night  There  are  a  limned  number  of  rooms  available 
for  this  promotion,  and  promotion  is  subject  to  availability  at  time  of  reservation.  Suite  upgrade  subject  to  a  $25  charge,  and  suite  upgrade  is  subject  to  availability  at  time  of  check-in. 

rphcable  to  groups  or  conventions  Tax  not  included 
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S4.00  (Canada  S4.50) 
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OUR  DESIGNS  are  constantly  changing  but 


OUR 


PHILOSOPHY 


REMAINS  THE  SAME 


Ford  Designers:  Soo  Kang.  Robert  Bauer. 

At  FORD  MOTOR  COMPANY,  we  wdrk  with  one  basic  premise:  the  design  of  a 
car  or  truck  must  go  beyond  how  it  looks.  This  p  h  i  1  o  so  phy  has  taken  many 
shapes  over  the  years,  from  the  Model  T,  to  the  Continental,  Taurus,  Explorer, 
and  Mustang:  cars  and  trucks  celebrated  Jo  r  their  design.  Which  might 
explain  why  FORD  MOTOR  COMPANY  has  Jive  oj  the  ten  best  selling  vehicles 
in  America  today.  Right  now  we're  applying  the  latest  technology  and  the  most 
DETAILED  CRAFTSMANSHIP  to  every  aspect  oj  every  automobile  we  create. 
By  working  with  the  automotive  industry's  most  powerjul  supercomputer ,  our 
worldwide   design    team    are   indeed   becoming   the   CRAFTSMEN   OF  THE   FUTURE. 


Ford     •      Ford    Trucks 


&ord 


Lincoln      •       Mercury 
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You  may  Never  WM 

But  Thanks  To  Our 

You  May  Meet  ( 


T\A 


Efforts 
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FOR  MANY 


YEARS    THE 


VICUNA 


WAS  COLDLY  HUNTED 


FOR  ITS  PRECIOUS  COAT,  COV- 


ETED TO  MAKE  THE  FINEST  AND  MOST 


PRECIOUS  FABRIC  KNOWN  TO  MAN. 


IT  TAKES  THE 


»oo%rvrcoi*A 


PRODUCE   A   SINGLE 


COAT.  AND  FOR  THE  NEXT 


TWO  YEARS,  THERE  WILL  ONLY  BE 


ENOUGH  LEGALLY  ACQUIRED  FLEECE 


EVENTUALLY  THIS  ILLEGAL  HUNTING  LED  TO  THE  IN  THE  WORLD  TO  MAKE  FABRIC  FOR  400  HIGHLY 
VICUNAS  NEAR  EXTINCTION.  UNTIL  LORO  PIANA  SOUGHT-AFTER  GARMENTS— WHICH  WE  ARE 
JOINED  THE  PERUVIAN  CAMPESINOS  IN  AN  EFFORT  PLEASED  TO  MAKE  AVAILABLE  TO  YOU  NOW.  PLEASE 
TO  PROTECT  AND  SHEAR  THE  VICUNA  WITHOUT  KNOW  THAT  WHEN  YOU  PURCHASE  LORO  PIANAS 
HARMING  THEM—  THEREBY  SAVING  THE  SPECIES.  100'/  VICUNA 'flf  YOU  TOO  WILL  BE  ENSURING  THE 
NOW,  LORO  PIANA  HAS  BEEN  CHOSEN  TO  SAFETY  OF  THE  VICUNA  POPULATION  AND  SUP- 
MANUFACTURE  AND  DISTRIBUTE  THIS  RARE  AND  PORTING  THIS  VERY  WORTHY  CAUSE.  AFTER  ALL, 


EXCEPTIONAL    FABRIC 


WORLDWIDE.  A  FORMI- 


DABLE ENDEAVOR,  SINCE 


WE    BELIEVE    IN   MAKING    FABRIC 


EVERYONE  CAN  LIVE  WITH 


jtatfia/ 


INCLUDING  THE  VICUNA. 


ALIAN  FABRIC 


S     E    C     R 


GREAT 


Worldwide  Vict \\  Conference  to  he  min  this  fall  in  New  York. 

TO  (ill  MORE  INFORMATION  CALL  OR  COME  IS):  Tl{l  LORO  PlANA  SlIOl' 

46  East  61  Street  New  York  NY  10021  212  9S0  7961 
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This  yard  with  PIO  I6RC6S 

brought  to  you  by  new  Microsoft  Office 


a  Start  | 


hi  and  more,  go  to  http://www.niir.rosofUomM>solfice  starling  8/21. '01995  Microsoft  Corporation.  All  rights  i 


k  of  Microsoft  Corporation  for  its  Windows  oper 


Microsoft 

WHERE    DO   YOU    WANT   TO    CO   TODAY?" 


Announcing  new  Microsoft"  Office  for  Windows  95. 
Software  that  doesn't  hold  you  back.  Software  that  presents  fewer  obstacles. 

Five  integrated  applications,  one  entirely  new  approach  to  the  way  they  work. 

It's  not  merely  an  "upgrade."  It's  not  just  about  new  features  and  new  buttons. 

It's  about  easier,  more  intuitive  access  to  capabilities  old  and  new. 

Software  that  speaks  your  language,  that  answers  your  questions. 

w  you  have  a  suite  of  productivity  programs  designed  to  take  advantage  of  Windows  95. 
Programs  that  let  you  focus  on  your  work,  not  on  your  software. 


:  tto*s.~, 
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recorded  a  new  album  together  in  over  25  years. 
Yet  they're  one  of  this  year's  highest-paid  acts. 

By  Peter  Newcomb  with  Robert  La  Franco 
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162  The  Coolest  Capitalists:  These  days  anyone  with  a 
nose  ring  can  make  a  record  and  take  on  Time  Warner. 

By  Robert  La  Franco 
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Best  Domestic  Long-Flight  &  Best  Domestic  Short-Flight 


According  to  J.  D.  Power  and  Associates,  frequent  travelers  ranked  only  one  airline  the 

best  in  customer  satisfaction.  Delta  Air  Lines.  They  awarded  us  honors  for  both  "best  domestic 

short-flight  airline"  and  "best  domestic  long-flight  airline."  And  now  we'd  like  to  say  thanks. 

To  the  millions  of  frequent  travelers  who  fly  with  us.  And  to  the  60,000  Delta  Air  Lines 

people  around  the  world  who  give  you  nothing  less  than  their  best. 

A  Delta  Air  Lines 

You'll  love  the  way  we  fly" 

Frequent  Flyer/J.  D.  Power  and  Associates  1995  Domestic  Airline  Frequent  Flyer  Satisfaction  Study.su  Study  conducted  among  frequent  airline  travelers  who  completed 
7,694  individual  flight  evaluations.  Long  flight  is  defined  as  500  air  miles  or  more.  Short  flight  is  defined  as  less  than  500  air  miles.  ©1995  Delta  Air  Lines,  Inc. 
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The  quota  racket 


It  was  only  after  Dinesh  D'Souza  published  Illiberal  Educations 
in  1991,  that  "•political  correctness'''  became  a  term  of  derisioniJ 
Breaking  the  taboo  against  criticizing  the  academic  poobahs,  | 
D'Souza  alerted  Americans  to  what  was  going  on  on  their  campuses.) 
For  that  he  was  severely  criticized  by  many  black  activists  and  white  I 
liberals.  He  had  come  to  the  U.S.  from  India  as  a  teenager.  Howl 
could  he  understand  the  depth  of  American  racism?  "This  bothered] 
me,"  D'Souza  says.  "There  was  some  validity  in  it.  I  decided  on  a 
serious  study  of  discrimination."  In  this  issue  we  publish  "Damned  if! 
you  do,  damned  if  you  don't,"  an  article  by  D'Souza  derived  from  his  f 
new  book,  The  End  of  Racism,  in  bookstores  this  month. 

I  strongly  urge  you:  Read  the  article,  then  read  the  book.  D'Souza 
has  lifted  the  debate  on  race  to  firmer  ground.  Page  50. 

Fickle  stocks 

In  "Technobubble"  Eric  Hardy  puts  the  technology  stocks  mania] 
into  perspective.  He  takes  us  back  to  1970  when,  as  now,  there  waaj 
widespread  realization  that  technology  was  changing  the  world.  Yetj 
many  of  those  hot  technostocks  didn't  survive  and  few  prosperedJ 
Moral:  It's  smart  to  pay  a  premium  for  good  management,  but  it's-] 
rarely  smart  to  pay  a  big  premium  for  technology.  Page  206. 


Beatlemaniac 

After  Forbes  reported  in  1987 
that  entertainment  had  become 
the  U.S.'  second- largest  export, 
we  decided  to  give  more  space  to 
what  most  business  publications 
scarcely  took  seriously.  Our  Top 
40  was  born.  As  this  snapshot 
shows,  Peter  Newcomb  was  the 
right  man  to  head  the  project, 
having  followed  the  trends  since 
his  earliest  youth.  "I  was  sur- 
prised," he  says,  "that  two  acts  on 
the  top  of  our  list  were  peaking 
when  I  was  a  kiddie:  the  Rolling 
Stones  and  the  Beatles."  Who  says 
entertainment  values  are  ephem- 
eral? Not  FORBES.  Our  ninth  an- 
nual Top  40  starts  on  page  136. 


Don't  be  a  sucker  twice 

"Real  estate  limited  partnerships  are  perhaps  the  single  worsj 
investment  ever  foisted  on  investors,"  fumes  Gretchen  Morgenson 
Even  before  real  estate  collapsed,  the  deck  was  stacked:  Sponsors  and 
brokers  skimmed  25%  off  the  top.  Suddenly  sharpsters  like  Cad 
Icahn  and  Leon  Black  are  offering  to  take  these  partnerships  off  thi 
victims'  hands.  Morgenson  warns:  "Just  say  no  to  their  kind  offers.  II 
you  were  flummoxed  once,  don't  be  flummoxed  twice."  "Back  fronj 
the  dead"  starts  on  page  124. 


Newcomb,  in  Beatles  wig,  c.  1966 


C/    Editor 
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/    No  matter 
W    how  fast  your 
7  company  moves, 

r    our  employee 
benefits  give  you 

an  edge. 


The  Principal  Edge. 

No  matter  how  fast  you  go  or  grow,  employee 
benefits  from  The  Principal  Financial  Group'  are 
uniquely  tailored  to  keep  pace. 

The  Principal"  provides  the  flexibility  you  want  in  life, 
health  and  disability  insurance,  as  well  as  pension  plans. 
With  the  quick  response  you  need,  at  an  average  claims 
payment  turnaround  of  eight  days. 

And,  The  Principal  services  more  401  (k)  plans  than  any 
other  life  company.  Bring  your  benefit  plan  up  to  speed. 
With  The  Principal  Financial  Group.  For  more  information, 
call  1-800-986-EDGE(3343). 


the. 


rmcipa 


Your  edge  on  the  future." 


Financial 
Group 


:  199-  r  '^uluai  Life  Ins.  Co..  Des  Moines    A  50392-0150 

P'oduds  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries. 
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Chasing  Morgan 

Two  years  ago  Forbes  com- 
plained that  Chase  Manhattan 
Chairman  Thomas  Labrecque 
had  turned  Chase  around  but 
failed  to  get  credit  on  Wall  Street 
(Oct.  25,  1993).    Labrecque 
came  under  fire  from  big  institu- 
tional investors  to  do  something 
about  the  sagging  stock,  then  at 
37Va.  The  result:  Chase's  $10 
billion  merger  with  Chemical 
Bank,  announced  last  month. 
The  deal  pushed  Chase's  stock       ■ 
up  to  nearly  60  in  one  day,  a  13% 
increase.  The  big  investors  were 
ecstatic. 

Now  Forbes  hears  that  those 
same  institutional  investors  have 
begun  to  complain  about  J. P. 
Morgan.  The  investors  assert  that 
J. P.  Morgan  is  overcapitalized,  with 
nearly  twice  as  much  capital  to  assets 
as  its  nonbank  competitors  like 
Merrill  Lynch  and  Morgan  Stanley. 
This  lowers  its  leverage  and  returns. 
Will  J. P.  Morgan  be  the  next  big 
monev  center  on  the  hot  seat? 

-Matthew  Schifrin 


Broadway  bomb 

Forbes  thought"  Samuel  Zell  made  a 
bum  deal  when  his  fund  bought 
control  of  Broadway  Stores  four 
years  ago.  Is  Federated  Department 
Stores  making  the  same  mistake? 

Broadway,  with  S2  billion  in  rev- 
enues, has  lost  $214  million  over  the 
past  2  V2  years.  But  last  month 
Federated  agreed  to  swap  0.27  of  a 
Federated  share  for  1  Broadway 
share.  At  the  time  of  the  announce- 
ment, Federated  was  trading  at  29V2. 
That  valued  Broadway  at  8,  almost 
three  times  its  stock  price.  Including 
$436  million  in  net  debt  and  $525 
million  in  planned  store  renovations, 
Federated's  total  price  could 
approach  $1.5  billion. 

What  was  Federated  thinking?  The 
$14  billion  (sales)  company  coveted 
the  prime  California  locations  of 
some  of  Broadway's  82  stores. 
Federated  is  planning  on  keeping 
fewer  than  50  and  converting  them 
into  Macy's,  Bullock's  or 
Bloomingdale's. 

But  analyst  Robert  Buchanan  at 
NatWest  Securities  thinks  Federated 
paid  50%  too  much  for  Broadway's 


Chase's  Thomas  Labrecque 
Pressured  by  his  biggest  investors. 


old  properties  and  has  downgraded 
his  1996  earnings  estimate  by  16%, 
to  $1.91  a  share.  "At  the  top  dollar 
Federated  paid,  the  deal  won't 
work,"  Buchanan  says. 

And  what  of  Zell?"  He'll  still  lose 
about  $50  million. 

A  stitch  too  far 

Forbes  had  high  praise  for  two 
women's  apparel  retailers  last  year, 
AnnTavlor  Stores  (Sept.  12,  1994), 
and  Talbots  (May  9,  1994).  Since 
then,  however,  the  two  have  headed 
in  vastlv  different  directions. 

In  the  first  half  of  1995  Talbots' 
net  income  increased  18%,  to  86 
cents  a  share,  while  AnnTaylor's  fell 
101%,  to  a  loss  of  1  cent.  Talbots' 
stock  price  has  risen  18%  since 
January,  to  a  recent  35-y4; 
AnnTaylor's  is  down  44%,  to  187/8. 
What  happened?  Talbots  hasn't  devi- 
ated from  its  formula  of  providing 
fashion  staples  to  middle-aged  pro- 
fessionals. Meanwhile,  AnnTavlor  has^ 

Tale  of  two  retailers 

Month-end  stock  prices 
45 
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Talbots  focused  and  shareholders  won, 
AnnTavlor  got  lost  and  so  did  its  stock. 


Forbes  ■  September  25,  1995 


taan) 

k 
IF 


teaming  the  prestigious  Business 
hnology  Association  Award  as  1995 
)ier/Fax  Manufacturer  of  the  Year  was 


{ward  Winning  Reliability 

The  Toshiba  6550  copier  and 
TF  651  fax  machine 

Toshiba  America  InformaUon  Systems.  Inc..  Electronic  Imagine  Division 
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And  when  it  comes  to  comparing  price 
with  performance,  our  5540/6550  copiers 
are  winning  praises  of  their 
own.  Buyers  Laboratory,  Inc. 
named  them  the  most  out- 
standing high-volume  copier 
values  of  1995. 

To  see  how  rewarding  Toshiba  reliability 
is,  call  (800)  GO-TOSHIBA.  And  put  a 
proven  winner  to  work  in  your  business. 


Buyers 
Laboratory,  Inc. 
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In  Touch  with  Tomorrow 

TOSHIBA 

COPIERS*  FAX 
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Food  is  essential  to  life. 
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T  ARE  THE  ISSUES? 
t  as  our  bodies  need  nour- 
it  to  make  it  from  childhood 
;h  youth  to  adulthood,  our 
ieeds  packaging  to  make  it 
he  farm  through  the  grocery 
o  our  dining  tables, 
hout  the  right  packaging, 
vould  be  wasted.  Indeed, 
rts  of  the  world  lacking 
ticated  packaging  technol- 
ore  than  50%  of  the  food  is 
ery  year.  It  either  rots  or  is 
ed  during  shipping. 
•tunately\  we  have  the  tech- 
to  avoid  these  problems.  For 
:e,  a  paper  package  isn't  just 
made  from  paper  of  varying 
esses  with  graphics  thrown 
Almost  every  package  is  a 
>le  technological  feat,  each  a 
:  solution  to  a  special  problem, 
ne  packages  endure  fluctua- 
n  temperature  and  humidity, 
hold  ice  while  allowing  the 
to  drain,  some  withstand 
aping  stacking  without  being 
id.  You  get  the  idea.  Without 
fferent  types  of  packaging, 
ouldn't  have  access  to  as 
'resh  food.  You  also  wouldn't 
s  much  variety.  Some  foods 
become  too  expensive  for 
people  to  afford, 
e  abundance  of  packaging 
aise  the  question:  would  we 
tter  off  without  it?  The 
r:  not  really.  The  practical 
n  is  a  packaging  material 
not  only  fulfills  all  the 
ements  of  getting  food  to  us 
so  is  ecologically  conscious, 
,  renewable  and  recyclable. 
International  Paper,  we 
stand  the  need  to  find  a 
e  between  preserving  milk  for 
ow's  breakfast  and  preserving 
rests  for  future  generations. 
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WHAT  WE  ARE  DOING. 

International  Paper  invests 
millions  every  year  developing 
innovations  that  keep  food 
fresh  and  nutritious.  Our 
Barrier-Pak8  beverage  cartons 
use  a  patented  layering  process 
of  special  papers  and  coatings 
that  function  as  sophisticated 
barriers  to  hold  in  the  fresh 
taste  and  flavor  of  juices.  We're 
also  working  on  new  packaging 
systems  that  will  keep  milk  fresh 
and  nutritious  even  longer. 

Along  with  creating  revolu- 
tionary packaging,  we're 
constantly  looking  for  new 
ways  to  use  less  wood  fiber  in 
our  packaging.  One  example  is 
our  Pineliner8  technology, 
which  produces  corrugated 
boxes  that  require  17%  less 
fiber  yet  remain  as  strong  as 
conventional  boxes. 

We  meet  the  need  for  virgin 
fiber  through  "sustainable 
forestry."  which  includes  planting 
50  million  SuperTree'"  seedlings 
every  year.  SuperTrees,  devel- 
oped through  a  process  of 
natural  selection,  produce  30% 
more  wood  per  acre  over  a 
25-year  growing  period. 


WHAT  IT  MEANS 
TO  YOU. 

You  can  have  fresh- 
tasting  Florida  orange 
juice  in  the  dead  of 
winter  in  Minnesota. 

You  can  have  fresh 
milk  and  tender  chicken 
in  Manhattan  any  time 
you  please. 

In  short,  you  can 
have  food  that  tastes  as 
fresh  as  it  does  on  a 
farm  no  matter  where 
you  five  in  America. 

To  talk  more,  please 
call  Bob  Gordon  or 
Lyn  Bernstein  at  the 
International  Paper 
Packaging  Innovation 
Center,  1-800-577-9862. 


INTERNATIONAL^  PAPER 

We  answer  to  the  world. 
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WHEN  IT  COMES  TO  LONG  DISTANCE  SAVINGS. 
THERE'S  NO  QUESTION  ABOUT  IT 

1-800-888-8800 


57IEAI. 

CCTV 

NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict, 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960       A 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
■A-Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  ^Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  •Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  ^Picture  TV-Cameras 
♦Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
*960  Hour  Time-Lapse  Recorders  *Quad  Compressors  -^Multiplexers  ^Monitors  *Camera  Switchers 

•Pan-Tilts  *Phone-Line  Video  Transmission  and  Reception  Systems 


\TM 


AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 
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been  expanding  aggressively  and 
starting  new  projects.  Last  year 
AnnTaylor  introduced  a  fragrance, 
personal  care  products  and  a  separate 
chain  of  shoe  stores.  This  year  it 
launched  a  new  high-quality  label 
called  Navy  and  low-priced  stores 
named  the  Loft. 

Its  core  business  suffered:  The 
spring  line  was  too  youthful  and  had 
no  clear  direction.  Same-store  sales 
fell  by  more  than  10%  in  June,  July 
and  August.  "AnnTaylor's  manage- 
ment got  distracted  and  dropped  the 
ball,"  says  analyst  Dorothy  Lakner  at 
Oppenheimer  &  Co.  The  lesson  for 
managers:  It  pays  to  focus. 

Less  is  more 

While  most  colleges  continue  to 
push  tuition  bills  ever  higher,  New 
York's  University  of  Rochester  tried 
something  radically  different:  It  cut 
its  price  (Jan.  16,  1995). 

Last  year  the  $27,500-a-year  pri- 
vate school  gave  financial  aid  to  70% 
of  its  students.  In-state  students  who  | 
were  ineligible  for  aid  were  opting 
for  subsidized  state  schools  that 
charged  70%  less.  Rochester  found 
itself  raising  tuition  to  increase  finan- 
cial aid,  which  put  more  students  on 
the  dole,  forcing  tuition  up  more. 

This  year  Rochester  offered 
$5,000  grants  to  freshmen  who  are 
New  York  residents  or  children  of 
alumni.  Officials  hoped  the  program 
would  attract 
enough  high- 
quality,  no-need 
students  to  pay 
for  itself.  Results? 
Applications 
from  New 
Yorkers  increased 
22%.  Only  65% 
of  this  year's 
1,100  freshman 
need  financial 
aid,  saving  the 
■■■■  school  over 

$150,000. 
Average  sat  scores  are  up  35  points 
this  year,  four  times  greater  than  the 
national  increase. 

Despite  that  good  news,  freshmar 
per  capita  income  fell  by  3%  this 
year.  The  students  who  received  aid 
needed  more  of  it.  Time  to  cut 
again?  -John  R  Hayes  ■■ 
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Thomas  Jackson, 
university  president 
Cutting  prices  pays. 


IT'S  NOT  JUST  ABOUT  RETIREMENT. 

An  IRA  is  not  about  boring  things  like  rocking  chairs.  And 
saving  up  for  "Golden  Years."  It's  about  having  more  of  your 
money  go  to  work  for  you  through  tax-deferred  investing. 


THE    FINE    LINE    BETWEEN    SAVING    FOR    RETIREMENT 


AND    BUILDING    FOR    YOUR    FUTURE. 


IT'S  ABOUT  YOUR  FUTURE. 

Instead  of  putting  your  IRA  out  of  your  mind,  you  really 
should  put  it  in  a  place  that  provides  plenty  of  ways  to  help 
it  grow.  A  place  like  Fidelity. 

You  can  put  your  IRA  money  into  hundreds  of  funds 
without  paying  a  load!  And  not  just  50  of  Fidelity's  funds.1 
But  320  other  funds  as  well.  You  can  trade  stocks  at  a  hefty 
discount.  Buy  CDs,  annuities,  and  U.S.  Treasuries. 

And  because  it's  all  in  one  place,  it's  not  just  easy  to 
mind  your  IRA.  It's  also  easy  to  change  your  mind.  You  get 
one  insightful  statement  that  tells  you  how  everything's 
doing.  Then,  if  you  want  to  sell  a  stock  to  buy  a  CD,2  or 
switch  a  bond  fund  to  an  equity  fund,  one  call  and  it's  done. 
Invest  in  your  future.  Move  your  IRA  to  Fidelity  today. 
Pick  up  your  IRA  fact  kit  at  a  Fidelity  Investor  Center. 
Or  call  24  hours  a  day. 

1-800-544-3925 


Fidelity 


investments" 


2b 

For  a  retirement  fact  kit  and  more  complete  information  on  any  mutual  fund,  including  charges  and  expenses,  call  for  a  free  prospectus. 

Read  it  carefully  before  you  invest  or  send  money. 

'This  offer  applies  to  certain  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan*  Fund,  Fidelity  New  Millennium'"  Fund, 
and  Fidelity  Select  Portfolios*  are  excluded.    2CDs  mav  be  sold  in  the  secondary  market,  subject  to  market  conditions.  Fidelity  Distributors  Corp. 
Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  St.,  Boston,  MA  021 10.  Member  NYSE,  SIPC. 
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Too  up  front 

Linda  Stromberg,  who  follows 
the  banking  industry  for  M.R.  Beal 
&  Co.,  is  a  perceptive  lady  with  a 
fine  sense  of  humor.  In  July  she 
correctly  predicted  that  a  mid- 
western  bank  was  on  the  block  after 
she  spied  the  chief  executive's 
wife  buying  expensive  trinkets  in 
Palm  Beach.  However,  Strom- 


berg went  a  bit  far  for  her  strait- 
laced  employer  last  month  when 
she  decorated  her  report  on  bank- 
ing mergers  with  a  drawing  of  a 
big- breasted  bride  at  a  wedding 
ceremony.  It  was  captioned:  I 
always  wanted  to  marry  someone 
with  big  assets.  "The  report 
might  appeal  to  prurient  interests," 
sniffs  Bernard  Beal,  Beal  &  Co.'s 
chairman,  explaining  why  he  insist- 
ed it  appear  sans  art. 


Jackson  flopperoo 

ACCORDING  TO  a  well-placed  Holly- 
wood lawyer,  the  word  around  town 
is  that  Michael  Jackson's  new  al- 
bum, History,  grossed  just  half  of  what 
Sony  Music  forecast  in  its  worst- 
case  scenario.  After  Sony  spent  some 
$30  million  to  promote  the  under- 
achieving two-disc  set,  the  story  goes, 
Jackson  kicked  in  a  substantial  por- 
tion of  the  whopping  S4  million  cost 
of  his  latest  promotional  video  for 
History. 


Baby  bit  the  dust 

IT'S  NOT  EASY  being  a  trustee  for  a 
flaky  old  billionaire.  For  years,  tobac- 
co heiress  Doris  Duke  summered 


IS 


Where  was  the  parachute? 


Car  visionary  George  Romney 


her  two  double-humped  camels, 
Princess  and  Baby,  in  Newport,  R.I. 
to  keep  them  safe  from  the  fatal  bite  of 
the  deer  ticks  that  infest  the  area 
around  Duke's  Somerville,  N.J.  estate 
in  warm  weather. 

But  after  her  death  in  October 
1993,  the  executors  of  her  estate 
stopped  treating  the  animals  to 
their  summer  sojourn.  Last  summer 
Baby  died,  and  a  suit  by  one  of 
Duke's  former  emplovees  charges 
U.S.  Trust  with  the  neglect  of  pro- 
visions in  her  will  providing  for  the 
camels'  upkeep. 


Greenwar 

The  enviros  at  Greenpeace  are  old 
hands  at  pulling  off  press  agent 
stunts  that  get  them  reams  of  free 
publicity.  But  last  month  they  met 


George  Romney,  who  died  on  July 
26,  had  a  distinguished  career,  having 
saved  a  failing  American  Motors 
( created  by  the  merger  of  Nash  and 
Hudson  automakers),  served  as 
governor  of  Michigan  and  made  a 
bold  but  unsuccessful  run  at  the 
White  House  in  1968.  It  would  se 
that  big  corporations  didn't  take  as 
good  care  of  their  brass  in  Romney's 
time  as  they  do  today.  At  his  death, 
Romney  was  collecting  a  pension  of 
S43  a  month  from  Chrysler,  which 
acquired  American  Motors  in  1987. 


their  match  at  the  hands  of  the 
French  police.  Alert  gendarmes 
deflected  and  captured  a  giant 
antinuclear  banner  that  Green- 
peace had  planned  to  unfurl  on  the:1':' 
top  of  Mont  Blanc.  'Tin 

\m 


Roadkill 

Seven  months  ago  Michael  Ovitz 
persuaded  Howard  Stringer  to  leavcj  |E 
the  presidency  ofCBS'  broadcasting 
group  to  head  a  visionary  but  vague 
new  information  superhighway 
venture  jointly  owned  by  Bell  Atlar 
tic,  Nynex  and  Pacific  Telesis.  'TirF 
the  chief  executive  of  a  phone  $ 

booth,"  Stringer  told  the  EconomU  itt.S 

a  few  months  ago.  He  still  is.  Wheif  nill 

Ovitz  quit  his  job  at  CAA  for  the 


bi 


number  two  post  at  Disney,  the  futi 
of  the  Baby  Bell  deal  was  put  into 
doubt.  Stringer  is  lunching  even'  b  K 
wig  in  town.  Anybody  want  a 
resume? 


Movie  mogul 
Mel  Gibson 
Demanding 
a  share  of 
the  profits. 


8.  Git* 
hadci:- 


IKJ 
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rormer  CBS  chief  Howard  Stringer 
'I'm  the  chief  executive 
kf  a  phone  booth." 


Scottish  skinflint 

DEMANDING  and  getting  a  piece  of  the 

iction  isn't  always  the  most  profitable 
:iivay  to  go.  Blue-eyed  Mel  Gibson 

.acrificed  his  usual  $15  million  fee  to 
In  .nag  as  much  as  15%  of  the  gross 
n  profits  in  his  latest  film,  Braveheart,  the 

aga  of  Scottish  hero  Sir  William  Wal- 
0  ace.  So  far  the  film  has  done  only  $60 
e;  nillion  domestically  at  the  box  office, 

adding  some  S27  million  in  gross  prof- 
utj  ts.  Gibson's  share,  so  far,  is  thus  onlv  a 
i  hade  over  $4  million.  There's  still  big 
i  trucks  to  come  from  foreign  showings 

ind  from  video,  but  Mel's  unlikely  to  hit 

lis  $15  million.  M 
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When  was 

the  last  time 

you  gave 

someone  a 

gift  they 
appreciated 
every  day  of 


Letts  has  made  history  by 
producing  diaries  for  nearly 
200  years.  Letts  diaries,  used 
to  record  daily  events  by  such 
illustrious  greats  as  Charles 
Dickens,  George  Bernard 
Shaw,  Queen  Victoria  and 
President  Roosevelt,  are  now 
on  the  desks  of  today's  promi- 
nent leaders  and  everyday 
people.  That's  because  Letts 
helps  people  with  challenging 
lives  stay  ahead  by  planning 
their  days  wisely. 

For  information  regarding  our 

Corporate  Gift  Program,  call 

1-800-DIARIES,  ext  141. 


^£/ 


of  London5 
The  Essential  Accessory. 


The    Legend    Lives  Again 


As  you  drive  up  from  Sunset  Boulevard,  The  Beverly  Hills  Hotel 

may  at  first  seem  unchanged.  But  once  inside,  you  will  rully  appreciate 

that  with  the  two-and-one-hali-year  restoration  or  our  legendary  resort, 

much  has  been  gained,  and  nothing  has  been  lost. 


6nd  ]>unodrour3 

On  Sunset  Boulevard  •   Beverly  Hills,  California  90210 
Telephone:  (310)  276-2251   •  (800)  283-8885 


<WSHd' 


Moras'*  toons 


READERS  SAY 


Unplugged 


Sir:  Re  "The  porn  mandate"  (Aug. 
28).  The  vast  majority  of  program- 
ming on  [public  access]  channels  is 
produced  by  churches,  community 
groups,  government  agencies,  youth 
groups  and  local  neighborhood  peo- 
ple. Bottom  line:  There  is  far  more 
pornography  in  the  violence  of  net- 
work television,  on  the  Internet,  and 
in  magazines  on  the  corner  news- 
stand than  there  is  on  public  access 
television. 
-Hubert  J  ess  up 
General  Manager 
BNN-TV 
Boston,  Mass. 

Sir:  Congress  doesn't  hold  the  an- 
swer to  indecency  on  cable  TV.  We  do. 
Cancel  the  cable  subscription! 
-Jim  Stuart 
Pittsburgh,  Pa. 

Student  loans 

Sir:  Re  Follow-Through  (Aug.  28). 
Efforts  to  confer  the  "private  sector" 
mantle  on  the  swollen,  tangled  and 
costly  guaranteed  student  loan  pro- 
gram, at  the  expense  of  the  new  direct 
loan  reforms,  remind  me  of  the  unin- 
tended humor  of  those  who  call  on 
Congress  to  "keep  the  government 
out  of  Medicare."  Both  student  loan 
systems,  of  course,  are  government 
programs.  The  difference  is  that  direct 
loans — which  wipe  away  entire  middle 
layers  of  bureaucracy — are  simpler, 
more  accountable,  and  are  getting  rave 
reviews  from  students  and  schools  that 
have  tried  both  ways.  In  sharp  con- 
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trast,  the  General  Accounting  Office 
has  concluded  that  "traditional  busi- 
ness incentives"  do  not  govern  the 
guarantee  program. 
-Senator  Paul  Simon  (D— 111.) 
Washington,  D.C. 

Save  the  dinosaurs 

Sir:  Re  Fact  &  Comment  (Aug.  28).  I 
resent  your  attitude  that  the  path  to 
clean  air  is  crushing  old  cars.  That 
ignores  the  multibillion-dollar  after- 
market  parts  industry  that  maintains 
these  vehicles.  All  these  cars  need  to 
reduce  pollution  are  new  components 
or  engines.  Not  everyone  has  the 
means  or  desire  to  drive  a  Lexus, 
Neon  or  S-Class  Mercedes.  Enthusi- 
asts prefer  transforming  dinosaurs 
into  better,  cleaner  cars  with  new  and 
recycled  components. 
-Isaac  Martin 
Sherman  Oaks,  Calif. 

Entertaining  accounting 

Sir:  Re  "The  bastard  gave  up  too 
soon"  (Aug.  28).  You  state:  "He 
[Drabinsky]  notes  that  Livent  books 
no  profits  from  its  shows  until  all 
production  costs  are  recouped." 
While  this  might  seem  to  be  a  conser- 
vative accounting  policy  because  it 
defers  the  booking  of  profits,  it  is  in 
fact  a  very  aggressive  policy.  Those 
shows  that  generate  weekly  losses  will 
be  capitalized  indefinitely.  The  only 
reliable  way  to  analyze  Livent's  for- 
tunes is  to  monitor  cash  flow  includ- 
ing reported  investment  outflows  as 
operating  cash  outflows.  On  this  basis 
the  company  is  consistently  cash  con- 
sumptive. Drabinsky's  life  and  com- 
pany are  interesting.  But  conservative 
they  are  not. 
-Alex  Winch 
Toronto,  Canada 

Death  and  taxes 

Sir:  Re  "Trust  a  trust"  (Aug.  14). 
You  incorrectly  imply  that  without  a 
trust  all  one's  assets  will  be  subject  to 
probate.  Will  substitutes,  such  as  joint 
and  survivorship  accounts  and  benefi- 
ciary designations  on  pension  plans 
and  other  retirement  accounts,  pass 
investments  directly  to  heirs  outside  a 
will.  Life  insurance  policies  can  be 
owned  by  a  spouse  (or  by  children) 


with  no  estate  taxes  due  on  the  deatmj 
of the  insured. 
-Tama  S.  McAleese 
Wellington,  Ohio 

No  convert 

Sir:  Re  Informer  (July  31).  The  rea- 
son Stacy  Kossow  "refused  to  convert" 
to  Judaism"  was  elementary.  Stacy  is 
the  offspring  of  two  Jewish  parents,- 
performed  the  rites  of  Bat  Mitzvah  at 
the  age  of  1 3  and  was  a  member  of  the] 
1986    Confirmation    Class    of   thdJ 
Washington  Hebrew  congregation. 
-Gail  Kaufmann  Siegel 
Bethesda,  Md. 

We  were  misinformed — Ed. 

Exterminate  'em? 


A  flying 
"cockroach" 
The  fastest 
reach  60mph. 


Sir:  Re  "Snowmobiles  of  the  sea, 
(Aug.  28).  Personal  watercraft  are  U 
different  from  motorcycles;  a  few  irn 
sponsible  riders  should  not  reflect  th! 
majority  of  conscientious  and  coura 
ous  enthusiasts.  Malcolm  Forbes,  tH 
motorcyclist,  was  no  more  "The  Wn 
One"  than  the  average  personal  w; 
tercraft  rider  is  a  "cockroach." 
-Stacey  Marmolejo 
Associate  Publisher 
Watercraft  World 
Minnetonka,  Minn. 


Tasty  tap  water 

Sir:  Re  "Snob  water"  (Aug.  U 
Everyone  knows  [  bottled  water]  tast 
better  than  sink  water.  But  if  you  fil 
bottle  after  running  the  water  for 
minute  and  leave  the  cap  loose,  the : 
escapes,  and  particles  fall  to  the  be 
torn  while  cooling  in  the  refrigerate 
It  will  taste  better  than  bottled  watt 
-Alvin  GOLUB 
Brooklyn,  N.T. 


ecess 

i 
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AS/400*  Advanced  Series  Solution 


and  a  timely  assist 

from  some  new  AS/400 

Advanced  Systems. 


is  knowing  whose 
system  is  jamming  up 


ehind  Gary  Whiting's 
;cess  in  speeding  up 
eat  Western's  network 


He  was  the  first  to  see  that  AS/400 

Advanced  System  could  be  purchased 

for  less  than  the  depreciation  expense 

of  his  old  computers. 


For  MIS  Director  Gary  11  luting. 
the  perfect  network  is  built  around 
two  numbers:  a  high  one  for  net- 
work  satisfaction  and  a  low  one 
for  net i cork  cost. 

Both  were  challenged.  Rapid 
growth  of  his  consumer  finance 
network  teas  taking  response  time 
to  unacceptable  levels.   Idminis- 
t rathe  costs  were  rising. 

His  solution:  upgrading  to 
AS/400  Advanced  System,  using 
AS/ 100  as  the  backbone  of  his  dis- 
tributed processing  configuration. 

The  result?  Response  time 
and  transaction  time  on  the  net- 
uork  improved  from  five  seconds  to 
under  a  second.  Support  costs  fell. 

And  with  AS/400  Advanced 
Series  financing.  Whiting  could 
configure  his  system  for  less  than 
the  depreciation  cost  of  his  old 
computers. 

Interested'/  To  see  lioic  others 
are  using  4S/400  Advanced  Series 
at  99.7  percent  reliability,  call 
l800IBM-3333,ext.BA135. 

Or,  if  you're  on  the  Internet, 
stop  by  our  Home  Page  at 
http://iLWiv.as400.ibm.com 


Solutions  for  a  small  planet" 
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You  Are  Tke  Snip.  Your 

Investments  Are  The  Ocean. 

We  Are  Tne  Sextant. 


me  vast  horizons  in  asset  allocation, 
particularly  in  Latin  America  and 
Asia,  can  be  uncharted  waters 
for  many  investment  advisors.  At 
TCW,  we  use  our  experience  in  the  global  marketplace  to 
help  navigate  your  investments  both  here  and  abroad.  First, 
we  analyze  your  objectives  and  risk  tolerance.  Then  we  apply 
our  expertise  in  asset  allocation  and  portfolio  management 
to  help  you  meet  your  financial  goals.  Should  market 
conditions  change  en  route,  we  reference  your  strategy  and 


adjust  your  investments  accordingly.  This  approach! 
investing  has  helped  TCW  sail  from  $8  million  to  over  $50  bl- 
under management  in  just  22  years.  If  you  have  assets  of  $5  mil 
or  more  and  you  would  like  more  information  on  TCW,  pl< 
contact  Jeffrey  V.  Peterson,  Managing  Director,  at  (213)244-0 


TCW      Group 


•  Over  $50  billion  under  management 

•  Over  40  distinct  investment  strategies:  equities 
fixed  income,  international  &  alternative. 

•  Comprehensive  global  asset  allocation. 

•Exemplary  long-term  investment 
performance. 

•Continuity  of  management. 


Trust  Company  Of  The  West 

A  Member  of  The  TCW  Group 

Los  Angeles  •  New  York  •  London  .  Hong  Kong 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THERE  THEY  GO  AGAIN 


The  International  Monetary  Fund  recently  remind- 
ed us  once  more  why  it  needs  a  fundamental  overhaul. 
IMF  officials  are  now  urging  developing  countries  to 
consider  imposing  "temporary"  controls  on  inflows 
of  foreign  capital  when  they  might  be  "disruptive." 

Empowering  politicians 
to    determine    who    can      ..._,  TT  t         ~ 

bring  money  into  their   IMr  Urges  Developing  Nations  to  Study 

country — and  how  much — 
is  ostensibly  being  done 
to  avoid  another  Mexico 
crisis.  But  using  that  as  an 
example  is  simply  an  ex- 


Controls  on  Inflows  of  Foreign  Capital 


use  for  another  bureaucratic  power  grab  that  will  do 

hese  nations  more  harm  than  good. 

Naturally,  the  Clinton  Administration  applauds  this 
destructive  step.  "The  absolutist  religion  that  some  have 
had  against  capital  controls  anywhere,  anyplace,  anytime 
is,    we    have    learned,    mistaken,"    declared    Deputy 


Treasury  Secretary  Lawrence  Summers. 

Like  wage  and  price  controls,  exchange  controls  invari- 
ably breed  corruption  and  economic  disruption.  Malaysia 
tried  them  over  a  year  ago  but  has  had  to  back  off. 
Mexico  is  a  poor  example,  anyway.  That  crisis  occurred 

not  because  of  an  "exces- 
sive" inflow  of  foreign 
money  but  because  of  a 
government  decision  to 
devalue  the  peso  instead 
of  defending  it  by  tighten- 
ing money.  If  authorities 
are  worried  that  foreign- 


-Wall  Street  Journal 


ers  find  their  country  too  attractive,  there's  a  simple  way 
to  respond:  Don't  block  the  money;  soak  up  that  capital 
by  having  the  central  bank  sell  bonds  or  other  assets.  This 
would  remove  the  money  from  circulation  since  the  cen- 
tral bank  doesn't  deposit  the  receipts  from  those  sales  into 
a  bank  account  but,  instead,  lets  them  disappear. 


CUT  THE  TAX  RATE— INCREASE  THE  TAX  TAKE 


Senate  Republicans  will  soon  demonstrate  whether 

c|  the  GOP  is  truly  a  self-confident,  forward-looking, 
growth- oriented  party  or  whether  it  is  still  the  defensive, 
reactive,  aimless  entity  of  old. 

The  defining  issue  is  reducing  the  capital  gains  tax. 
Welfare  will  dominate  the  headlines,  but  everyone 
already  agrees  the  system  is  a  disaster.  By  contrast,  the 
capital  gains  issue  has  no  such  consensus.  Most  Demo- 

?'  crats  are  adamantly,  ideologically  opposed  to  reducing 
that  le\y.  Republicans  have  been  so  beaten  by  the  "help- 

+0  ing  the  rich"  charge  that  they  have  lacked  the  internal 
fortitude  to  argue  and  push  the  matter  effectively. 

|  A  high  capital  gains  tax  is  destructive,  blocking  the 
flow  of  money  from  those  who  have  it  to  those  with  the 
'entrepreneurial   ideas  that  enable   people   to  progress. 

^  Contrary  to  what  demagogic  Democrats  say,  a  high  cap- 
ital gains  exaction  hurts  those  who  don't  already  have 
assets  or  high  incomes.  Only  a  vibrant,  growing  econo- 
my provides  opportunities  for  people  to  get  jobs  and  to 


move  into  better-paying  ones.  A  stagnant  economy 
means  we're  all  pretty  much  stuck  where  we  are — a  dis- 
aster or  disappointment  for  those  who  want  to  move 
ahead,  which  includes  most  Americans. 

Every  time  this  opportunity-blocking  barrier  has  been 
reduced,  America  has  benefited.  The  reductions  of  1978 
and  1981,  for  example,  set  off  the  high-technology 
boom,  helping  us  to  regain  our  position  as  the  strongest, 
most  innovative  country  in  the  world. 

A  high  capital  gains  tax  rate  hurts  the  overall  collection 
of  government  revenue  because  the  economy  isn't  as 
expansive  as  it  would  otherwise  be;  the  high  tax  rate  also 
hurts  direct  receipts.  Despite  a  booming  stock  market,  col- 
lections from  the  capital  gains  tax  have  yet  to  reach  the  lev- 
els they  did  almost  a  decade  ago,  before  the  levy  was  boost- 
ed by  40%.  In  fact,  a  critical  reason  equities  have  been 
so  ebullient  is  precisely  that  the  markets  anticipate  the 
Senate's  following  the  lead  of  the  House  of  Representa- 
tives, which  voted  to  reduce  the  rate  from  28%  to  19.8%. 


MEMORIES 

Jf>f  Patriot  missiles  colliding  with  the  Iraqi  Scuds  such  deadly  assaults.  We  aren't,  of  course.  Foes  of  an 
launched  against  Israel  during  the  Gulf  war  have  led  adequate  defense  system  have  left  us  vulnerable  to  such 
most  Americans  to  believe  that  we  are  protected  against      attacks  in  the  future,  be  they  via  nuclear,  biological  or 
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chemical  weapons  (see  Commentary,  p.  33).  It  won't  be 
too  many  years  before  rogue  regimes  will  have  the  mis- 
sile technology  to  reach  our  shores,  not  to  mention  bases 
we  still  have  around  the  world. 

Fortunately,  we  can  quickly  and  cheaply  deploy  a 
defensive  shield — the  Navy's  Upper  Tier  defense  system. 
The  Navy  has  already  spent  some  S50  billion  on  the 
Aegis  project  designed  to  protect  our  fleets.  An  addi- 
tional investment  of  less  than  S3  billion  over  five  years 
will  enable  the  Aegis  to  be  upgraded  to  defend  us  from 
ballistic  missile  attacks.  The  Clinton  Administration  pro- 
posed spending  only  $30  million  on  this  program  next 
year.  The  House  and  Senate  wisely  upped  the  outlay  to  a 
more  credible  S200  million. 

An  Aegis  upgrade  is  not  only  timely  and  cost-effective 
but  also  flexible.  Our  destroyers  and  cruisers  could  carrv 


these  antimissile  missiles  within  range  of  most  threaten- 
ing areas,  including  North  Korea,  Libya,  Iraq  or  Iran. 
Our  ships  could  be  stationed  off  the  coast  of  the  United 
States  to  help  block  incoming  enemy  projectiles  as  well. 

Incredibly,  the  Clinton  Administration  may  try  to 
block  a  fully  capable  Aegis  upgrade  by  claiming  it  would 
violate  the  1972  Antiballistic  Missile  Treaty  we  signed 
with  the  Soviet  Union.  Arms  control  theologians  are 
split  on  that  question.  President  Clinton  should  show  his 
concern  for  our  safety  by  emphatically  giving  a  green 
light  to  this  critical  program. 

The  President  could  also  demonstrate  that  he  recog- 
nizes the  Cold  War  is  over  by  scrapping  that  now-obso- 
lete ABM  Treaty.  But,  if  he  doesn't  have  the  stomach  for 
that,  he  has  no  excuse  for  leaving  us  vulnerable  now  that 
there  is  an  Aegis  option. 


OPENING  UP  POLITICS  TO  REAL  PEOPLE 


The  term-limits  movement  is  alive  and  well  despite  a 
double  blow  earlier  this  year  when  the  House  of 
Representatives  defeated  a  constitutional  amendment 
and  the  Supreme  Court  barred  states  from  imposing  lim- 
its on  their  Washington  representatives.  Public  support 
for  term  limits  remains  unwaveringly 
strong,  regardless  of  race,  party, 
income  or  gender.  People  agree  with 
Thomas  Jefferson,  who  said  that  the 
Constitution  should  have  mandated 
the  rotation  of  elected  officeholders. 

Term-limit  advocates  are  marshal- 
ing their  resources  to  have  state  leg- 
islatures call  for  a  constitutional  con- 
vention, figuring  that  if  they  get  close 
to  the  requisite  34  states  necessary  to 
convene  such  a  gathering,  Congress 
will  finally  bow  to  public  pressure  and 
pass  a  constitutional  amendment. 
(This  was  the  strategy  used  eight  decades  ago  to  pass  the 
amendment  for  the  direct  election  of  U.S.  senators.) 

Term  limits  would  prevent  Washington  from  again 
developing   the    kind    of  inbred   political    culture   that 


Citizens  will  continue  to  confound  pols  by 
pushing  term  limits  at  the  grass  roots. 


Incumbents  have  an  enormous  advantage  in  getting  con- 
tributions: Special  interests  want  to  give  to  the  "ins"  to| 
"gain  access"  and  don't  want  to  offend  them  by  financing j 
challengers.  Incumbents  use  taxpayer  money  to  pay  fori 
political  mailings,  which  are  dubbed  "constituent  informa- 1 
tion  letters."  Taxpayers  also  foot  the] 
bill  for  incumbents'  local  campaign  fa- 
cilities, which  are  labeled  "constituent] 
service  offices."  Campaign  finance  lawsj 
not  only  make  it  difficult  for  a  nonrichj 
opponent   to   get   the   necessary   re- 
sources but  also  force  filings  of  person- 
al information  that  are  a  turnoff  to  nor- 
mal citizens.  To  get  power  in  Congress,! 
one  must  pile  up  die  requisite  seniority,] 
which  works  against  citizens  who  don't  J 
wish  to  spend  a  lifetime  in  politics. 

Term  limits  would  not  stop  people] 
from  devoting  their  lives  to  public] 
service  but  would  prevent  them  from  fortifying  them- 
selves in  a  particular  office.  The  great  19th-century  states- 
man Henry  Clay,  for  example,  never  served  more  than  111 
consecutive  years  in  a  single  position,  yet  he  was  a  domi- 


helped  bring  on  the  election  explosion  last  November.         riant  figure  in  American  political  life  for  45  years. 

WE'RE  DEPLETING  THIS  CRITICAL  CAPITAL 

Trust — by  Francis  Fukuyama  (The  Free  Press,  $25).  A      Korea  and  China  have  very  little  civic  activity,  and  trust  rarel) J 
bedrock  strength  of  the  U.S.  was  noted  by  Alexis  de      extends  beyond  the  family.  The  ability  of  nonfamily  intiivid 


Tocqueville  some  160  years  ago — -our  extra- 
ordinary array  of  voluntary,  nonfamily,  non- 
government organizations  and  institutions 
such  as  churches,  charities,  schools,  hospitals 
and  professional  societies,  as  well  as  activities 
that  today  include  Little  League,  Boy  Scouts 
and  an  uncountable  number  of  social  organi- 
zations such  as  the  Kiwanis,  Flks,  Rotary,  etc. 
We  may  be  a  nation  of  individuals,  but  we've 
also  been  one  of  a  wonderful  variety  of  coop- 
erative efforts. 

Fukuyama  examines  this  "social  capital"  of 
ours  and  compares  it  with  that  of  Germany,  Japan,  China, 
Italy,  South  Korea  and  France.  The  LT.S.,  Germany  and 
Japan  are  "high  trust"  nations;  but  Italy,  France,  South 
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uals  to  work  together  has  enabled  the  U.S 
Germany  and  Japan  ,to  create  globe-girdling  cor 
porations  with  worldwide  brand  names.  The  lacl 
of  those  trusting  traits  is  why  businesse: 
in  China  and  elsewhere  can  never  get  beyonc 
family  management  without  the  direct  help 
and  intervention  of  a  national  government. 

Alas,  die  U.S.  has  been  running  down  it 
social  capital  in  the  last  30  years,  as  evidenced  b 
the  explosion  of  crime  and  litigation  and  by  tfi 
frightening  disintegration  of  the  traditional  tarn 
ily.  This  fascinating,  disturbing,  well-researche< 
book  is  timely  reading  as  America  begins  the  daunting  bu 
ultimately  successful  task  of  rediscovering  and  renewing  it 
traditional  verve,  nerve  and  cooperative  can-do  spirit.     ■ 
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ilways  travel  with  a  friend  of 
:he  family.  LeSabre. 

More  families  depend  on  LeSabre  than  any  other 
ull-size  car.  They  like  its  solid  feeling.  Trust  its  safety 
matures — from  standard  dual  air  bags  to  anti-lock 
crakes.  They  enjoy  its  roominess  and  comfort.  // 

n  fact,  they've  made  LeSabre  the  best-selling 
ull-size  car  in  America  for  the  last  four  / 

nodel  years.  We  think  that  was  a  ^^^ 

/ery  friendly  gesture.  For  more  ^^^ 

nformation,  call  1-800-4A-BUICK.  ,  -^ 


BUICK 

ie  New  Symbol  For  Quality 
In  America. 
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Official  Sponsor  of  the 
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7INDOWLESS  DESIGN  saves 

jergy.  However,  let's  consider 
REGULAR  ^Thorough 

NSPECTIONS 


or  STRUCTURAL  FATIGUE. 


cOo 


H  building  may 
que  in  its  own  right,  yet  there 
tain  critical  elements  that  every 

(;reat  one  possesses. 
Comfortable  temperature  and 
_  ity  levels.  Soft,  balanced  lighting. 
'  maintained  appearance.  And,  of 
,  superior  structural  integrity. 
At  Johnson  Controls,  our  mission  is 
te  this  ideal  building  environment. 
Outsourcing  is  a  prime  way  to 
this  happen.  It's  a  tool  whereby 
Mitract  with  an  outside  company 


to  perform  typically  in-house  services 
that  are  often  quite  distinct  from  your 
core  business.  Outsourcing  helps  lower 
operating  costs  while  allowing  you  to 
tap  into  a  resource  of  specialized  skills. 

With  over  40  years  experience 
in  integrated  facility  management,  we 
have  the  skills  to  manage  an  entire 
building.  Everything  from  the  physical 
plant  to  landscaping. 

We  can  offer  services  like  vibra- 
tion analysis  and  infrared  imaging 
inspection.  Services  that  can  predict 


structural  problems  before  they  occur. 
And  allow  you  to  schedule  maintenance 
so  your  building  works  right  all  the  time. 

As  the  experienced  leader,  we 
realize  that  any  building  can  become  a 
more  productive  environment.  There's  no 
reason  why  your  building  can't  as  well. 

With  help  from  Johnson  Controls. 
People  committed  to  improving  life  in 
the  great  indoors.  To  learn  more,  please 
call  1-800-972-8040  ext.  134. 

JQHNSON 
CONTROLS 


»'- 


Other  Comments 


A  Shock  to  the  System 

Many  American  businesses  have 
stopped  writing  [job]  recommenda- 
tions for  employees.  This  came  about 
because  employers  had  been  successful- 
ly sued  by  employees  unhappy  with  the 
quality  of  the  recommendations.  The 
earlier  system  was  based  on  trust:  em- 
ployees had  confidence  that  employers 
would  write  honest  evaluations  and 
were  willing  to  accept  the  conse- 
quences If  the  latter  came  out  unfavor- 
ably. While  there  were  cases  of  [mali- 
ciousness], the  assumption  was  occa- 
sional damage  would  be  outweighed 
by  the  benefits  of  a  frank  system  of 
evaluation.  This  system  was  moved 
into  the  legal  arena  and  collapsed. 
-Francis  Fukuyama,  Trust 

Impossible  Dream 

Despite  his  claims  of  independence, 
Senator  Bill  Bradley  [said]  "aye"  to 
every  major  spending  program  and 
tax  increase  and  "nay"  to  the 
Balanced  Budget  Amendment  and 
work  requirements  for  welfare  recipi- 
ents. Now  he  wants  to  dodge  respon- 
sibility for  [that  record].  He  seems 
enamored  with  an  impossible 
dream — a  society  in  which  govern- 
ment could  solve  everyone's  prob- 
lems without  crushing  their  liberties. 
Middle  Ground  liberals  cling  to 
the  belief  they  can  reform  an  inco- 
herent system.  They  can't.  As  that 
realization  hits  home,  you  can  expect 
other  "moderates"  to  follow 
Bradley's  lead — to  deliver  bitter,  elo- 


quent speeches  that  can  be  summa- 
rized in  two  words:  I  quit. 
-Tony  Snow,  syndicated  colum- 
nist, Washington  Times 


I  do  not  believe  that  selfishness 
disguised  as  reform  is  going  to 
work  anymore.  If  we  want  less 
government,  we  have  to  be  pre- 
pared to  demand  less  of  it  for 
ourselves  as  well  as  for  others. 
-Jeb  Bush,  chairman,  Foundation 

for  Florida's  Future,  in  Hillsdale 

College's  Imprimis 

A  Dying  Breed 

I  grew  up  believing  that  competition 
improves  the  product,  lowers  the  price, 
makes  it  more  available.  But  I  think  it's 
damaged  television  badly.  In  its  attempt 
to  hold  the  audience,  television  has  had 
to  drop  its  sights  lower  and  lower  and 
succumb  to  the  tabloid  mentality. 

I  don't  know  how  much  longer  the 
network  newscast  can  last,  given  the 
competition  and  the  fact  that  you'll  be 
able  to  watch  news  whenever  you  want 
to  on  your  computer  screen.  Now  a  lot 
of  journalism  is  just  on  how  to  cope. 
How  to  cope?  That's  not  journalism. 
-Roger  Mudd,  former  CBS  news- 
man, Washinjjtonian 

Give  Yourself  Credit 

Worried  about  your  mortgage  and 
credit  card  debt?  Here's  a  tip:  Default 
on  your  payments,  call  your  banks  and 


"Your  constant  cries  to  cut  the  pork  sadden  me,  Senator." 
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insult  their  politics.  When  they  write 
off  your  loans  and  sell  the  bad  paper  to 
a  collection  agency,  buy  the  paper  at 
pennies  on  the  dollar  under  an  as 
sumed  name.  Then  cancel  the  debts 
you  now  owe  yourself.  Go  back  to  yourj 
old  banks,  say  you  now  agree  with  their 
politics,  you  have  reduced  your  indebt- 
edness and  you'd  like  more  credit. 

The  government  of  Peru  diis  yean 
[bought]  back  $2  billion  in  face  value 
of  loans  they  defaulted  on  in  the  earlyj 
1980s.  "It's  a  violation  of  the  pari 
passu  clauses  in  their  loan  agree- 
ments," says  one  holder.  "But  com 
mercial  morality  in  this  business  has 
declined  dramatically  in  recent  years.'* 
-John  Dizard,  National  Review 

Get  Really  Serious 

Cutting  the  capital  gains  tax  rate  andl 
indexing  it  for  inflation  [would]  boostJ 
economic  growth,  job  creation — andJ 
government  revenues.  At  a  time  when! 
Congress  is  serious  about  balancing  the] 
budget,  cutting  the  capital  gains  taxi 
rate  has  the  potential  to  boost  federal! 
revenues  by  more  than  $225  billion  [ 
That  amounts  to  seven  years  of  capita| 
gains  tax  revenue  at  the  current  pace. 
-Senator  Connie  Mack  (R-Fla.), 
Wall  Street  Journal 

Jailhouse  Crock 

Inmates  filed  some  39,000  lawsuits  las 
year,  all  but  a  handful  dismissed.  Thi 
sorry  state  of  jailhouse  jurisprudence  i. 
driving  officials  to  costly  distraction 
the  National  Association  of  Attorney] 
General  has  examples  of  why: 

Inmate  smoker  complains  abou 
secondhand  smoke  in  the  prisoi 
unit.  Kansas. 

Inmate  claims  serving  ham  ant 
cheese  sandwiches  is  cruel  anl 
unusual  punishment.  Massachusetts. 

Inmate  sues  because  he  was  servec 
chunky  instead  of  smooth  peanu 
butter.  Texas. 

Inmate  sues  chairman  of  parol 
board  for  not  receiving  a  schedule' 
parole  hearing,  although  said  inmat 
was  on  the  lam  when  the  hearing  wa 
to  have  been  held.  Mississippi. 
-New  York  Times  Magazine  ■ 
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f  you're  staying  up  thinking  about  your  financial  future,  you're  not  alone. 

We  believe  in  offering  our  customers  real  solutions 
to  their  financial  needs,  at  reasonable  prices. 
So  the  next  time  you  find  yourself  thinking 
about  your  financial  future,  remember 
that  we  are,  too.  TKANSAMERICA 


]  i're  Transamerica,  the  people  in  the  Pyramid. 
:  provide  the  security  of  life  insurance  to  millions 
families.  We  help  people  lead  better  lives  with 

I  nsumer  loans,  and  help  them  plan  for  the  future 
th  annuities,  mutual  funds  and  retirement  products. 


Life  Insurance  •  Investments  •  Lending  •  Leasing 


An  automated  paint  system 
that  puts  the  quality  in 
before  the  mud  goes  on. 


ijflc 
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Jeep  is  a  registered  trademark  of  the  Chrysler  Corporal 


e  big  reason  Jeep®  Grand  Cherokees  look  so 
3d  in  earth  colors  is  the  way  they're  painted, 
automated  paint  system  from  AEG  controls 
;  paint-spraying  process,  including  the  precise 
ation  and  thickness  of  the  paint,  for  a  more 
;n  and  durable  finish  that  withstands  the  most 
Drous  testing.  And,  because  the  AEG  system 


tracks  production  data,  Chrysler  is  able  to  con- 
stantly fine-tune  the  quality  of  the  finish.  What's 
more,  the  system  helps  Chrysler  meet  stringent 
environmental  regulations,  and  that  means  Jeeps 
of  every  color  sport  a  little  touch  of  green. 
Automation,  Transportation,  Microelectronics, 
Power  Systems,  Diesel  Drives 


Daimler-Benz 
Industrie 


N    0    T    H    E    R 


AEGB 

BETTER       WAY 


A  Leveraged  Lease  For  A 
High  Tech  Joint  Venture 

(We  \e  Been  Programming  Solutions  For  Years) 


Technology  companies  expect  a  more  integrated  approach  to  problem  solving  than  most 

banks  provide.  With  our  history  of  leadership  in  corporate  finance  for  the  technology  industry, 

we  were  able  to  lower  our  client's  borrowing  costs  and  help  them  achieve  their  tax  goals. 

For  high-tech  solutions,  we  crunch  the  numbers. 


m 


Bank  of  America 


Our  client  had  the  benefit  of 

relationship  officers  specializing  in 

the  technology  industry  and  leasing. 


Commentary 

m  events  at  home  and  abroad 


jiy  Caspar  W.  Weinberger,  Chairman 


BEWARE  OF  BIPARTISAN  COMPROMISES 


Bipartisan  compromise"  has  a  nice  reassuring  ring  to 
But  when  the  term  is  applied  to  the  most  vital  of 

tional  security  issues — the  defense  of  the  U.S.  and  our 
llies  against  nuclear  missiles — those  whose  first  priority 
;  the  safety  and  security  of  the  country  had  better  study 
he  "compromise"  very  carefully. 

This  compromise  will  satisfy  President  Clinton's  insis- 
snce  that  we  continue  to  have  no  effective  defense 
gainst  intercontinental  and  intermediate-range  nuclear 
lissiles.  And  it  will  spare  the  President  the  political  pain 

f  vetoing  an  earlier  Senate  decision      

hat  made  a  good  start  at  giving  us  a  1 1 
efense  against  such  weapons.  | 

In  June  the  Senate  Armed  Services  1 1 
XHTimittee  took  the  first  step  toward  re-  |  ^ 
ersing  23  years  of  conventional,  but 
angerously  flawed,  wisdom  set  out  in 
tie  1972  Antiballistic  Missile  Treaty, 
'his  ill-begotten  treaty  condemns  us  to 
Dtal  vulnerability  to  all  nuclear,  chemical 
r  biological  weapons  delivered  by  long- 
inge  missiles  by  forbidding  the  develop- 
lent  or  deployment  of  any  effective  de- 
:nse.  The  Committee  voted  to  establish 

new  long-range  (strategic)  multi-site 
nissile  defense  system,  even  though  this 
ould  violate  the  ABM  Treaty.  The 
enators  also  voted  to  accelerate  various 
lort-range  (theater)  missile  defense  pro- 
rams  and  actmties  and  set  out  to  define 

distinction  between  strategic  and  theater  missiles  in  order 
3  prevent  even  the  latter's  being  barred  by  the  ABM  Treaty. 

In  May,  however,  President  Clinton  had  promised  the 
Uissians  that  adherence  to  the  ABM  Treaty  would  remain 
le  "cornerstone"  of  our  relationship  with  Russia.  So  when 
ne  Committee's  bill  went  to  the  full  Senate  in  August, 
le  President's  supporters  tried  to  strike  the  Committee's 
istoric  provisions  from  the  bill — and  nearly  succeeded. 

The  Administration's  lobbying  effort  was  defeated  by 

r  too  narrow  a  margin — 51  to  49.  Unfortunately,  a 
andful  of  Republicans  supported  this  effort,  the  real 
oal  of  which  was  to  save  the  President  from  having  to 

to  the  entire  defense  bill.  The  vote  should  have  decid- 
the  issue,  but  frantic  Administration  delaying  tactics 


ERINT  (Extended  Range  Interceptor): 

Used  with  Patriot,  provides  increased  defense 
capability  against  theater  ballistic  missiles. 


point  the  compromise  suddenly  appeared,  written  by  the 
two  strongest  Democratic  opponents  of  national  missile 
defense,  Sam  Nunn  of  Georgia  and  Carl  Levin  of 
Michigan,  and,  sadly,  by  Republicans  John  Warner  of 
Virginia  and  William  Cohen  of  Maine.  This  compromise 
appears  to  be  a  clever  lawyer's  attempt  to  make  people 
believe  we  will  have  a  real  missile  defense,  when,  in  fact, 
all  the  teeth  of  such  a  defense  have  been  pulled. 

For  example,  when  the  compromise  mentions  missile 
defense,  it  is  usually  preceded  by  the  word  "affordable," 
^_^^_^^^_  which  is  never  defined.  The  compromise 
never  speaks  of  real  missile  defense,  only 
of  "affordable"  defense  against  "limited, 
accidental  or  unauthorized"  ballistic  mis- 
sile attacks.  What  if,  in  the  future  and 
under  different  rulers,  North  Korea, 
Russia  or  China  launched  an  unlimited, 
nonaccidental,  authorized  attack?  A 
defense  against  anything  like  that  could 
not  be  developed  or  deployed  under  the 
compromise.  And  even  those  anemic  de- 
fenses possibly  allowed  might  be  found 
by  bitter-end  Clinton  supporters  to  be 
not  "affordable,"  and  thus  prohibited. 

The  closest  the  bipartisan  authors 
come  to  contesting  the  ABM  Treaty  is 
to  state  that  we  should  start  negotia- 
tions with  Russia  to  allow  this  limited 
"affordable"  system,  and,  if  those  nego- 
tiations should  fail  (i.e.,  if  the  Russians 
should  veto  any  proposal  we  make),  then  we  could  con- 
sider withdrawing  from  the  treaty — subject  to  "consulta- 
tion" with  the  Senate.  But  before  we  can  deploy  even  this 
limited  version  of  a  national  missile  defense,  we  must  have 
congressional  review  of  its  (1)  affordability;  (2)  military 
effectiveness;  and  (3)  ABM  Treaty  compliance.  Given 
these  obstacles,  no  system  is  ever  likely  to  be  deployed. 

In  short,  this  is  not  a  compromise;  it  is  a  capitulation. 
It  lets  the  President  claim  he  is  for  missile  defense  when 
clearly  he  is  not.  No  wonder  the  Democrats  are  delight- 
ed. This  is  the  same  President  who  disregarded  the  Joint 
Chiefs  of  Staff's  judgment  that  continued  nuclear  testing 
would  be  required  to  maintain  the  effectiveness  of  our 
nuclear  forces.  It  is  actions  such  as  these  that  cause  the 


locked  passage  of  the  bill  before  August's  recess.  At  this     voters'  increasing  disgust  with  both  parties. 
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j   It's  Your  World. 

Invest  In  It. 


IMini 
Hpro 


9J 

^J/ou've  heard  about  investment  opportunities  in  the  world  beyond  our 
shores.  You  understand  that  global  investing  can  help  diversify  your  portfolio. 

But  you  still  want  to  know  just  what  you're  getting  into. 

Look  to  G.T.  Global.  We  specialize  in  global  mutual  funds.  And  we've  been  helping  investors  find  their  way  in  the 
world  for  over  25  years.  With  investment  managers  stationed  strategically  around  the  globe,  we  know  the  markets  first- 
hand -  not  only  the  industries  and  companies,  but  the  people,  politics  and  cultures  as  well. 

Ask  your  financial  adviser  about  us.  Or  call  for  more  information.  With  our  wide  selection  of  funds,  there's  a  good 
chance  we  have  one  that  fits  your  objectives.  Whether  you  want  to  take  the  plunge,  or  just  get  your  feet  wet. 

1-800-824-1580 


G.T.  GLOBAL 

MUTUAL  FUNDS 

You  will  receive  a  prospectus  for  the  G.T  Global  Growth  Funds  with  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emerging  mark 
investing,  including  political  and  currency  risk.  Please  read  the  prospectus  carefully  before  investing.  G.T  Global  Financial  Services,  Inc.,  Dist  50  California  St.  San  Francisco,  CA  9411 
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WHAT'S  AHEAD  FOR  BUSINESS 


EDITED  DV  HOWARD  BANKS 


Official:  Protection  hurts  the  economy 


IT'S  finally  happened.  A  U.S.  government 
agency  (the  International  Trade  Commission) 
has  admitted  that  what  it  does  (in  this  case, 
administer  trade  protection)  harms  the  U.S. 
economy. 

An  itc  study  looked  at  239  cases  of  anti- 
dumping or  countervailing  duty  or- 
ders, and  found  that  the  net  cost  to 
the  U.S.  in  1991  was  $1.6  billion.  But 
the  study  was  hedged  about  with  all 
sorts  of  constraints.  "So  that  is  a  very 
conservative  figure,'"  says  Peter  S. 
Watson,  the  ITC  chairman  who  braved 
all  sorts  of  opposition  even  to  issue 
the  report. 

We're  not  talking  about  truly 
predatory  imports  (the  proper  target 
of  antidumping  legislation).  "The 
level  of  injury  required  for  a  successful 
dumping  finding  is  very  low,  allow- 
ing the  argument  that  getting  protec- 
tion is  almost  automatic,"  says  Wat- 
son. In  other  words,  the  rules  now 
make  it  easy  to  get  protection  from  trouble- 
some imports. 

So  how  conservative  is  the  $1.6  billion  esti- 
mate? For  starters,  the  study  is  a  snapshot  of  a 
single  year.  It  takes  no  account  of  the  cumula- 
tive effect  of  these  orders,  which  are  spreading. 
In  1991  active  orders  directly  affected  $9  bil- 
lion in  imports;  by  1993  that  had  grown  almost 
a  third,  to  over  $12  billion.  This  trend  contin- 
ues. The  study  also  leaves  out  cases,  such  as  steel, 
where  antidumping  orders  were  converted 
into  voluntary  restraint  agreements  that  limit 
imports  and  raise  U.S.  prices.  In  addition,  the 
study  doesn't  account  for  the  continuing  impact 
of  216  earlier  orders  that  were  inactive  in  1991 
but  continued  to  affect  U.S.  trade  and  prices 


paid  by  industry  and  consumers. 

A  series  of  detailed  case  studies  by  the  itc 
illustrate  some  other  hidden  costs  of  protection 
to  U.S.  consumers.  Some  examples: 
Blocking  imports  entirely:  This  happened  in 
the  case  of  41  orders  not  included  in  the  $1.6 
billion  cost.  In  the  case  of  solid  urea,  which  has 
the  highest  nitrogen  content  of  any  solid  fertiliz- 
er, an  order  blocked  imports  from  Eastern 
Europe  and  Russia.  Result:  U.S.  prices  rose  19% 
and  imports  from  Canada  (the  main  foreign 
supplier)  jumped  38%. 
Brazilian  orange  juice  (frozen  concentrate) 
is  now  priced  at  New  York  Cotton  Exchange 
prices,  to  avoid  further  accusations  of  dump- 
ing. This  has  cut  Brazilian  imports,  but  also 
means  that  Brazilian  prices  increase  in  lockstep 
with  U.S.  prices,  even  when  there  is  a  winter 
freeze  in  Florida.  Again,  consumers  pay. 
Brass  sheet  imports  were  generally  of  higher 
quality,  important  to  makers  of  faucets  and  the 
like.  Nevertheless,  orders  against  imports 
from  nine  countries  cut  imports  by  over  80% 
and  raised  U.S.  prices. 

Thus  consumers  lose,  and  protected  U.S. 
producers  and  their  workers  win.  Some  jobs 
were  created  by  these  protection  orders  and 
more  were  preserved.  Nobody,  however, 
knows  how  many  jobs  were  lost  as  a  result 
in  user  industries. 

The  only  good  news  is  that  some  protected 
industries  have  used  a  period  of  protection  to 
invest.  In  steel,  for  example,  new  minimills 
have  flourished  under  voluntary  restraint  agree- 
ments. And  brass  rollers  have  invested  to  im- 
prove quality.  Another  outcome — maybe  not 
one  that  U.S.  producers  had  in  mind — has 
been  to  encourage  foreign  companies  to  build 
plants  in  the  U.S.  to  avoid  U.S.  trade  laws. 


Change  may  be  coming,  but  slowly 
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So  this  looks  TO  be  an  ideal  case  for  reform? 
Don't  hold  your  breath.  The  Clinton  Adminis- 
tration is  much  more  protection- minded  than 
its  predecessors.  But  no  politicians,  of  any  stripe, 
are  rushing  to  call  for  change.  Not  even  Re- 
publicans. Presidential  candidate  Pat  Buchanan 
makes  no  secret  of  his  protectionist  ideas.  And 
Bob  Dole,  long  in  favor  of  protecting  Kansas 
staples,  farming  and  aircraft-making,  now  has 
steel  industry  lobbyist  Robert  E.  Lighthizer  as 
treasurer  of  his  presidential  campaign. 

Over  time  the  balance  may  be  shifting  a  bit  in 
favor  of  consumers.  "The  itc  report  is  a  first, 
small  crack  in  a  strong  defense  by  special  inter- 
ests favoring  antidumping  protection,"  says  Gary 
Hufbauer,  an  authority  on  trade  protection. 

Hufbauer  notes  that  over  40  countries  have 
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now  copied  U.S.  dumping  protection.  Increas- 
ingly they  target  U.S.  companies  with  their 
antidumping  orders. 

Note,  too,  that  the  latest  report  of  the 
group  working  to  create  a  Pacific  free-trade 
zone  (the  18-country  Asia  Pacific  Economic 
Cooperation,  or  apec)  calls  for  antidumping 
reform.  The  key  point  is  that  three  of  the 
world's  four  major  users  of  antidumping  mea- 
sures (the  U.S.,  Canada  and  Australia)  are 
members  of  APEC,  while  the  fourth,  the  Europe- 
an Union,  has  observer  status. 

Will  these  big  countries  really  want  to  be 
seen  overtly  working  against  reform?  As  itc 
Chairman  Peter  Watson's  new  report  makes 
clear,  it's  in  the  U.S.'  economic  interest  that 
thev  should  not.  M 
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BY  SHLOMO  Z.  REIFMAK 


The  Forbes  Index  (l  967=100) 

285 

Current  265.3* 

Previous  265.5 
Percent  change       -0. 1  % 
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Total  wages  and  salaries  for  American  workers  increased 
0.9%  from  June  to  July,  and  are  up  2.7%  since  the  start  of 
1995.  "U.S.  businesses  have  done  a  very  good  job  of 
keeping  down  the  total  compensation  for  each  worker," 
observes  David  Kelly,  senior  economist  at  Lehman  Broth- 
ers in  Boston.  Kelly  points  out  that  in  the  first  half  of 
1995  total  compensation — including  all  benefits — 
increased  1.3%.  As  a  result,  Kelly  expects  inflation  to 
remain  under  control.  His  current  forecast:  a  3%  inflation 
rate  in  1995  and  a  2.8%  rate  next  year. 


Other  key  rates 

Source 

Status 

Prime  rate 

Auto  sales  year  to  date  vs  1 994' 

Chase  Manhattan  Bank 

8.75% 

Ward's  Automotive 

-3.2% 
-0.2%  ' 

Index  ot  leading  indicators  July  vs.  June 

Dept  ot  Commerce 

Trade  balance2 1 2  months  ended  June  1 995 

Dept  of  Commerce 

-$120  bil 

All-commodity  producer  price  index3  July  vs  June 

Dept  of  Labor 

0.0% 

GDP  2nd  quarter  vs  1st — annualized  growth 

Dept  of  Commerce 

1.1% 

M2'  (3-month  change) — annualized  growth 

Federal  Reserve 

7.6% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  7/31/95.  ^otal  goods  and  services.  'Wholesale  goods. 
'  Includes  Ml  (public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices,  the  level  of  new 
orders  for  durable  goods  compared  with  manufacturers' 
inventories,  total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total  consumer 
installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  in  these  charts. 


Services     •    Total  index 


Inventories      •    New  orders 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (Dept  of  Commerce) 
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Industrial  production  index  (1987=100), 
seasonally  adjusted  (Federal  Reserve) 
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Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Why  drive  an  empty  status  symbol  when  you  could  own  a  full -performance  alternative:  the  Saab  900.  Consider  the  goose-bump  potential  of  the 
s  150-hp  engine  vs.  the  less  powerful  BMW  3l8i  orVolvo  940.  Consider  the  900's  arctic-proven  front-wheel  drive  vs.  ordinary  rear-wheel  drive.  Or  its 
ik-swallowing  cargo  bay,  largest  in  its  class.  And  with  a  price  starting  at  $23.7557  no  wonder  the  900  was  named 
>nsumers  Digest  "Best  Buy"  in  '94  and  '95.  For  a  free  Saab  Excursion  Kit,  call  1-800-582-SAAB,  Ext.  208. 

for  900  S  5-door  with  manual  transmission  Excluding  taxes,  license,  freight,  dealer  charges  and  options.  Dealer  prices  may  vary  Shown  with  optional  wheels.  ©I  995  SAAB  CARS  USA.  INC. 
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As  barriers  fall,  multinational 
corporations  can  become  truly  global. 
To  aid  in  this  transformation,  last  year 
Merrill  Lynch  underwrote  over  $155 
billion  in  securities,  becoming  the  top 
underwriter  of  debt  and  equity 
worldwide  for  the  sixth  consecutive 
year.  Equally  important,  our  clients 
have  entrusted  us  with  the  manage- 
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ment  of  over  $600  billion  in  assets. 


rossing  borders  requires  little  effort.  Barriers  are 
lother  matter  entirely. 

hroughout  the  world,  barriers  have  fallen— from 
iltural  barriers  between  individuals  to  economic 
id  political  barriers  between  nations.  Some  have 
lien  quietly.  Others  have  done  so  with  resounding 
lplications. 

Tiat  has  eroded  these  barriers  and  brought  them 
3wn?  Nothing  less  than  the  demand  of  people  for 
:tter,  freer  lives. 

id  because  the  goals  of  individual  freedom  and 
onomic  opportunity  are  never  far  apart,  this 
miand  has  caused  a  mighty  flood  of  capital  to 
rge  past  points  where  barriers  once  stood. 

:  Merrill  Lynch,  we  are  proud  of  the  part  we  have 
ayed  in  this  global  flow  of  capital.  We  have  done  our 
by  doing  what  we  do  best:  providing  sound, 

ategic  advice  and  bringing  opportunities  to 

restors  throughout  the  world. 

>  barriers  continue  to  give  way,  enormous  possi- 

ities  present  themselves.  Our  global  perspective 

i 

id  resources  can  help  turn  these  into  opportunities 

r  the  governments,  companies,  institutions  and 

dividuals  who  are  our  clients. 

id  that  can  make  a  difference. 

he  difference  is  Merrill  Lynch. 


THE    DIFFERENCE 

BETWEEN    CROSSING    BORDERS 

AND    BARRIERS 


Merrill  Lynch 

A  tradition  of  trust. 
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AT&T  and  Sprint  spent  billions  for  wireless 
spectrum  in  FCC  auctions.  MCI  opted 
out  of  the  bidding.  Who's  right? 

Betting 

on       * 

Moore's 
Law 


By  Fleming  Meeks 

Early  this  year  AT&T,  Sprint  and 
several  Bell  operating  companies, 
among  others,  paid  $7.7  billion  at 
auction  to  license  spectrum  for  a 
new  generation  of  wireless  commu- 
nications called  personal  communi- 
cations services  (  PCS).  They  bid  lav- 
ishly because  they  expect  the  num- 
ber of  wireless  phone  users  to  more 
than  triple  in  the  next  decade,  to 
105  million. 

But  one  major  competitor  in  tele- 
communications sat  out  the  bid- 
ding: mci  Communications  Corp. 
It  did  not  do  so  out  of  timidity  or 
lethargy.  "Bandwidth,'"  explains 
MCI  President  Gerald  Taylor,  a 
physicist  by  training  and  a  26-year 
MCI  veteran,  "is  not  a  natural  re- 
source like  water  that  you're  going 
to  run  out  of.'1 

Taylor  cites  Moore's  Law  of  rapidly 
falling  silicon  chip  costs  (FORBES, 
Sept.  11):  "Moore's  Law  is  as  applica- 
ble to  communications  as  it  is  to 
transistors."  Just  as  advances  in  fiber- 
optic technology  have  improved  the 
capacity  of  a  single  fiber  strand 
eighteenfold  over  the  past  ten  years, 
so  too  will  new  compression  tech- 
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niques  cause  a  veritable  explosion  in 
wireless  capacity.  So,  why  get  in  a 
bidding  match  for  existing  capacity 
when  so  much  more  is  on  the  way? 

MCl's  strategy  is:  Let  our  competi- 
tors buy  the  spectrum  and  build  the 
networks.  When  the  stuff  is  in  over- 
supply,  we'll  be  able  to  lease  it  on  the 
cheap  from  competitors. 

Is  this  just  sour  grapes?  After  all,  last 
year  MCI  announced  a  plan — subse- 
quently scrubbed — to  buy  17%  of 
Nextel  Communications,  a  wireless 
services  provider.  And  there  was  the 
widely  rumored  but  never  signed  deal 
to  team  up  with  a  consortium  of  Bell 
operating  companies  and  AirTouch 
Communications  to  bid  in  the  PCS 
auctions. 

"It  was  never  our  intention  to  own 
systems,"  answers  Taylor,  53.  "We 
see  w  ireless  as  a  set  of  products  and 
services,  not  as  a  business."  He's  say- 
ing that  MCI  has  every  intention  of 
participating  in  the  paging  and  cellu- 
lar businesses  but  is  more  than  willing 
to  let  other  folks  own  the  local  sys- 
tems that  cam'  the  calls. 

Why  is  it  so  important  for  the  long 
distance  companies  to  get  into  paging 


MCI  Communications  Corp. 
President  Gerald  Taylor 
Let  the  others  knock 
themselves  out  bidding 
for  wireless  spectrum. 
He  would  rather  rent 
than  buy. 
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nd  cellular?  When  a  customer  signs 
tp  for  a  new  service,  he  becomes  more 
ightly  tied  to  the  company.  Explains 
aylor:  "You're  much  less  vulnerable 
o  competition.  It's  more  difficult  to 
inhook  you  if  you've  got  a  full  range 
>f  products  and  services." 
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AT&T,  which  paid  $16.6  billion, 
including  debt,  for  McCaw  Cellular 
Communications,  is  already  packag- 
ing paging  and  cellular  sendee  togeth- 
er with  long  distance  in  some  markets. 
Not  to  be  outdone  in  offering  these 
products,  MCI  early  this  year  cut  deals 


with  Paging  Network  and  Mobile 
Telecommunications  Technologies 
by  which  MCI  sells  their  paging  ser- 
vices, nationwide,  under  the  MCI 
name.  Since  beginning  to  market  pag- 
ing in  May,  MCI  has  attracted  an  esti- 
mated 200,000  customers;  new  ones 
are  coming  in  at  a  rate  of  more  than 
60,000  a  month. 

In  May  MCI  agreed  to  pay  $190 
million  in  cash  for  Nationwide  Cellu- 
lar Service  Inc.,  a  $213  million  (reve- 
nue) reseller  of  cellular  service  with 
300,000  customers  in  ten  major  U.S. 
markets.  Resellers  buy  airtime  in  bulk 
at  wholesale  prices  and  retail  it  out, 
assuming  all  billing  and  marketing 
costs.  MCI  has  also  agreed  to  buy  bulk 
airtime,  at  discounts  of  as  much  as 
50%,  from  BellSouth,  GTE  Mobilnet 
and  at&t,  among  others. 

These  various  deals  give  MCI  access 
to  cellular  coverage  of  75%  of  the  U.S. 
population.  James  Folk,  who  heads 
MCl's  wireless  efforts,  says  MCI  is  in 
talks  with  other  cellular  operators  to 
fill  out  the  rest  of  the  country. 

Reselling  basic  cellular  service  is  a 
thin-margin  business.  To  help  jack  up 
those  margins,  MCI  is  pushing  cellular 
operators  to  allow  it  to  connect  di- 
rectly into  their  networks,  much  as 
MCI  connects  into  the  networks  of  the 
local  wired  phone  operators. 

The  goal  of  the  direct-connect 
deals  is  to  enable  MCI  to  use  in  cellular 
its  huge  network  of  computers  that 
control  billing  and  its  highly  success- 
ful Friends  &  Family  discount  plan.  In 
short,  it  could  put  the  full  strength  of 
its  formidable  marketing  machine  be- 
hind the  wireless  services. 

For  example,  MCI  could  offer  cellu- 
lar customers  so-called  follow-me 
roaming.  A  cellular  customer  could 
then  turn  on  his  phone  anywhere  in 
the  country,  and  a  call  to  his  cellular 
number  would  find  him. 

All  this  puts  into  perspective  MCl's 
disinterest  in  bidding  for  those  new 
licenses.  Ten  years  ago  mci  owned 
cellular  systems  in  seven  cities,  but 
sold  them  to  McCaw  for  $120 
million.  "We  said,  'We'll  revisit  it 
later,'  "  recalls  Taylor,  who  ran  MCl's 
cellular  business  at  the  time.  The  plan, 
apparently,  is  to  revisit  it  through 
other  people's  facilities.  "There's 
nothing  magical  about  wireless," 
Taylor  says,  "except  that  it  doesn't  go 
over  wires."  M 
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With  crime  rampant,  why  isn't  the  security 
guard  business  more  profitable? 
Ask  the  new  boss  at  Pinker/ton's. 

High-tech  cops 


By  Seth  Lubove 

In  a  society  plagued  with  crooks  and 
crazies,  you'd  think  it  would  be  easy 
to  make  a  killing  in  the  security  guard 
business.  You'd  be  wrong.  The  truth: 
The  razor-thin-margin  grocery  busi- 
ness is  more  profitable — 2%  net  mar- 
gins versus  1%  for  security  guards. 

This  fact  was  made  painfully  obvi- 
ous to  Denis  Brown  when  he  was 
named  chief  executive  last  year  of 
venerable  Pinkerton's,  Inc.  The  com- 
pany was  founded  in  1850  by  Allan 
Pinkerton,  and  its  trademark,  "The 
Eye  That  Never  Sleeps,"  was  the 
source  of  the  term  "private  eye." 

In  other  ways,  too,  the  name  is 
enshrined  in  legend.  Pinkerton's 
agents  tailed  such  notorious  outlaws 
as  Jesse  James  and  Butch  Cassidy  and 
the  Sundance  Kid.  Pinkerton  himself 
guarded  Abraham  Lincoln  on  his  trip 
to  Washington  for  the  inauguration. 

But  that's  history.  Today  the  En- 
cino,  Calif-based  company  has 
grown  to  some  220  offices  in  the  U.S. 
and  17  foreign  countries,  serving 
more  than  20,000  clients,  including 
General  Motors,  the  Walt  Disney 
Co.,  NBC  and  Hughes  Electronics. 

Yet  despite  the  reputation,  Pinker- 
ton's was  a  troubled  company  when 
Brown  took  over,  replacing  Thomas 
Wathen,  65,  who  remains  chairman. 
While  sales  grew  10%  last  year,  to 
$850  million,  the  company  lost  $10 
million  on  falling  margins. 

Brown,  a  youthful  55  and  looking 
well  rested  after  a  Whitewater  rafting 
trip  down  the  Colorado  River,  is  an 
old  hand  at  the  turnaround  game.  A 
bespectacled  former  naval  officer  and 
a  Berkeley  graduate  with  degrees  in 
Slavic  languages  and  communications 
engineering,  he  made  his  mark  at  ITT 
championing  an  obscure  technology 
that  became  the  Global  Positioning 
Satellite  System.  Later  he  turned 
around  several  moneylosing  manu- 
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Pinkerton's  guards  on  the  job  (above)  and  Denis  Brown, 
chief  executive  officer  (right) 
Bringing  a  much-needed  wake-up  call  to 
"The  Eye  That  Never  Sleeps." 


facturing  units  and  then  oversaw  the 
rescue  of  Concurrent  Computer 
Corp.,  a  New  Jersey  maker  oflight- 
ning-fast  supercomputers  that  was 
reeling  under  a  hean'  debt  load 
(Forbes,  Nov.  9, 1992)'. 

With  Concurrent's  restructuring 
accomplished,  Brown  took  an  early 
'•'•retirement,"  but  when  a  Pinkerton's 
headhunter  called,  Brown  listened.  A 
native  Californian,  Brown  looked  for- 
ward to  returning  home  and  tackling 
a  new  challenge.  The  board,  which 
includes  former  CIA  and  FBI  director 
William  Webster,  wanted  someone 
from  outside  the  security  industry. 

"It  was  a  fine  old  traditional  com- 
pany that  had  been  in  business  a  long 
time  and  had  a  good  reputation  in  the 


industry,"  Brown  says.  "But  what  i 


>  omp,i 


needed  was  a  new  management  team1  oosi 
that  could  come  in  with  fresh  ideas.' (  \\ 

His  predecessor,  whose  Californium 
Plant  Protection  bought  Pinkerton' 
in  1988  from  American  Brands  fo I  Men 
$95  million,  had  expanded  the  com"|m 
pany  by  acquiring  dozens  of  smalle 
guard  firms.  Many  of  the  acquisition 
had  incompatible  computer  systems  \ 
if  any.  Managers  in  the  field  com' 
plained  that  headquarters  was  slow  M 
pay  bills  and  didn't  return  phone  calls! 

Sensing  the  drift  at  headquarters 
field  managers  feared  that  the  compa 
ny  was  eroding  its  franchise.  "Th 
relationship  degenerated  to  bein 
dysfunctional,"  Brown  says. 


Worse  yet  for  the  bottom  line,  th'  \\ 
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xnpany  told  many  of  the  offices  to 
oost  sales,  at  the  expense  of  profits. 
'he  worst  sin  for  a  manager  was  to 
>se  a  customer,  even  if  the  manager 
'asn't  making  any  money  on  him. 
inkerton's  was  losing  money  on  one 
ut  of  every  four  customers  when 
rown  arrived. 

Brown  didn't  waste  time.  He  shook 
p  management,  replacing  almost  ev- 
y  senior  officer  at  headquarters  and 
5%  of  the  district  managers.  He 
verhauled  the  compensation  policies 
)  that  managers  are  rewarded  for  the 
rofitability  of  their  offices  and  their 
Dility  to  meet  business  plan  goals. 

That  was  the  easy  part. 

The  hard  part  was  this:  distinguish- 
ig  Pinkerton's  from  the  hundreds  of 
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smaller  firms  and  local  mom-and-pop 
operations  that  have  80%  of  the  secu- 
rity guard  business.  This  is  known  as  a 
"Velcro  business" — just  rip  the  secu- 
rity patch  off  the  sleeve  of  one  compa- 
ny's uniform  and  slap  it  on  another. 
Impossible  to  get  premium  prices  in  a 
situation  like  this. 

Meanwhile,  technology  has  been 
replacing  many  of  the  human  guards 
that  Pinkerton's  supplies.  For  Brown 
this  was  both  a  problem  and  an  op- 
portunity. It  meant  a  possible  shrink- 
age in  the  traditional  market  but 
opened  a  whole  new  potential  mar- 
ket, one  that  required  greater  sophis- 
tication and  deeper  pockets  than  most 
of  the  smaller  competitors  possessed. 

At  Concurrent  Computer,  Brown 


dealt  with  the  narrowness  of  techno- 
logical fixes.  Anyone  can  sell  hard- 
ware. The  trick  to  getting  higher  mar- 
gins, he  has  learned,  is  to  package  the 
technology  as  a  "total  solution"  to  a 
customer's  problem.  At  Concurrent 
that  meant  selling  superfast  comput- 
ers that  acted  as  processing  hubs  for 
such  applications  as  space  shuttle 
flight  simulators  and  state  lotteries. 

He  is  tackling  the  problem  the  same 
way  at  Pinkerton's.  Ultimately, 
Brown  wants  it  to  handle  everything 
for  a  single  customer,  from  pre- 
employment  screening  and  drug  test- 
ing to  undercover  investigations. 

As  a  step  in  that  direction,  he  re- 
cently bought  Omega  Corp.,  a  Wal- 
nut Creek,  Calif,  security  systems  in- 
tegrator. Such  outfits  string  together 
disparate  security  operations,  while 
also  cutting  costs.  One  example:  in- 
stalling high-tech  security  systems 
throughout  a  company,  then  tying 
together  several  functions  in  a  single 
command  station  manned  by  maybe 
one  or  two  guards.  At  Hughes  Elec- 
tronics' El  Segundo,  Calif,  facility, 
Pinkerton's  combined  three  closed- 
circuit  TV  and  alarm  monitoring  sta- 
tions into  a  central  monitoring  unit, 
cutting  out  some  15  guards. 

Brown's  timing  is  on  the  mark. 
Lower  costs  and  consolidation  of  op- 
erations are  exactly  what  business 
wants,  says  Lehman  Brothers  security 
analyst  Jeffrey  Kessler.  Results  are 
starting  to  show:  Pinkerton's  earnings 
doubled  to  $3  million  for  the  first  half 
on  steady  sales  of  $394  million. 

"In  hockey  the  best  players  will 
skate  to  where  the  puck  is  going  to  be, 
not  where  it's  at  at  that  moment," 
Brown  says,  borrowing  a  line  from 
hockey  great  Wayne  Gretzky.  "The 
best  corporations  have  a  plan  to  be 
five  years  from  now  where  the  market 
is  going  to  be.  Then  you  get  everyone 
to  understand  that  plan.  That  didn't 
exist  here."  Now  it  does. 

The  new  team  isn't  from  the  old 
guard  business,  and  this  seems  to  be 
exactly  what  was  needed  to  get  this 
business  out  of  its  low-profit  rut.  Says 
C.  Michael  Carter,  whom  Brown  re- 
cruited from  Concurrent  Computer 
as  executive  vice  president  and  secre- 
tary: "We  don't  know  what  cannot  be 
done.  Look  at  the  margins  in  this 
business.  Do  you  think  they  need 
some  help?"  Efl 
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Quebec  is  readying  another  vote  on  independence  from  Canada. 
No  matter  what  the  outcome,  Canada  will  not  long  survive 
in  its  current  form. 


Canadian 
roulette 
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By  Peter  Brimelow 

Forgkt  about  Russian  roulette:  Our 
neighbors  to  the  north  play  Canadian 
Roulette — staking  their  entire  Con- 
federation on  a  single  election  result. 

It's  happening  again  this  fall.  The 
separatist  Parti  Quebecois  govern- 
ment of  Quebec,  Canada's  majority- 
French-speaking  province,  is  recalling 
its  legislature  to  initiate  a  referendum 
on  a  move  to  independence,  probably 
in  late  October  or  mid-November. 

Yawn?  They  lost  a  similar  referen- 
dum in  1980  and  opinion  polls  show 
this  one  losing,  too?  Don't  be  so 
sure.  "The  financial  markets  just 
haven't  discounted  the  possibility  of 


an  upset,"  warns  economist  Michael 
A.  Walker,  executive  director  of  the 
Vancouver-based  Fraser  Institute 
think  tank. 

Walker  still  thinks  the  referendum 
is  likely  to  be  defeated.  But  he  adds: 
"Anything  short  of  clear  and  utter 
defeat  for  separatism  is  going  to 
mean  a  continuation  of  uncertainty. 
If  the  separatist  vote  is  higher  than 
last  time  [40%],  it's  going  to  start  to 
look  like  an  inexorable  march  to  sov- 


IWhi 

ereignty.  They  can  always  hold  an  Cana 
other  referendum."  Ite 

In  other  words,  there  is  a  real  live  I  Cons 
bullet  in  that  revolver's  whirling  mag ltws< 
azine.  The  hammer  could  fall  on  if1 
now.  Or  later. 

Or,  in  the  view  of  Walker  and  th< 
Fraser  Institute,  Canada's  Confedera 
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rion  may  well  be  forced  to  decentral- 
ize anyway,  regardless  of  the  Quebec 
vote.  It  may  be  forced  by  a  fiscal  smash 
brought  about  by  profligate  spending 
and  borrowing  habits — which,  ironi- 
cally, date  back  to  the  Canadian  leader 
who  engineered  Ottawa's  failed  strat- 
egy of  bribing  Quebec  to  stay  in 
Canada:  Pierre  E.  Trudeau  (prime 
minister,  most  of  the  time,  1968-83). 
Why  don't  financial  markets  dis- 
count Quebec  efficiently?  Answer: 
mperfect  information.  Look  at  the 
different    headlines    that    Quebec's 


Journal  de  Montreal  and  Ontario's 
Globe  and  Mail  put  Aug.  25  on  their 
jointly  commissioned  poll  showing 
that  49.5%  of  Quebecers  would  prob- 
ably vote  for  sovereignty,  50.5% 
against.  Quebecers  were  told,  "Oui  et 
Non  a  l'Egalite" — Yes  and  No  Tied. 
Ontarians  were  told,  "Sovereignty 
Drive  Seems  to  be  Stalled." 

English-language  media  coverage 
eerily  echoes  the  Canadian  federal 
government's  official  line  toward  the 
referendum:  Play  it  down  and  hope  it 
goes  away.  But  Ottawa  has  no  choice: 


Its  efforts  to  find  a  constitutional 
compromise  have  collapsed.  U.S. 
bond  traders,  reading  only  English  (if 
anything),  might  find  themselves  cru- 
elly misled. 

The  Journal  de  Montreal  was  right 
to  imply  a  potential  upset.  The  poll's 
3%  margin  of  error  means  the  Yes  side 
might  really  be  ahead. 

And  there's  this  complicating  fac- 
tor: The  fifth  of  Quebec's  population 
that  is  not  French  overwhelmingly 
opposes  leaving  Canada.  Take  them 
out  and  a  clear  majority  of  the  French 


What's  that  funny  cracking  sound? 

Canada's  politics  fractured  ominously  by  region  in 
he  1993  federal  election.  The  governing  Progressive 
Conservative  Party  was  almost  annihilated.  The 
conservative  protest  Reform  Party  won  in  the  West; 
tie  pro-sovereignty  Bloc  Quebecois  in  Quebec;  the 
Jberal  Party,  the  new  government,  mostly  in  the 
niddle.  And  this  was  before  separatists  won  the 
1994  Quebec  provincial  election . . . 

louse  of  Commons  seats,  federal  election  Oct.  25,  1993 


Reform  Party  of  Canada 


Liberal  Party  of  Canada 
Bloc  Quebecois 
9      New  Democratic  Party 


$  Progressive  Conservative 
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community  supports  the  idea.  Could 
Quebec's  French  simply  override  the 
wishes  of  the  English  minority?  It's 
happened  before  elsewhere.  So  it's 
hardly  a  stable  situation — particularly 
because  the  only  party  in  the  prov- 
ince's legislature  that  opposes  a  Yes 
vote,  the  Quebec  Liberal  Party,  says  it 
is  doing  so  on  the  explicit  understand- 
ing that  English  Canada  will  accept 
major  constitutional  reform,  giving 
the  province  still  more  autonomy.  No 
one  in  an  increasingly  fed-up  English 
Canada  thinks  this  is  even  remotely 
possible. 

U.S.  bond  traders  might  also  be 
misled  by  a  less-than-perfect  knowl- 
edge of  the  history  of  independence 
movements.  These  things  are  more 
frequently  engineered  by  determined 
activists  than  by  mass  opinion.  Fourth 
of  July  oratory  aside,  they  are  rarely 
unanimous  popular  uprisings.  In  the 
Revolutionary  War,  only  about  a  third 
of  Americans  are  estimated  to  have 
supported  outright  independence.  In 
India  half  a  century  ago,  roughly  half 
the  population  didn't  even  know  the 
British  were  there,  let  alone  want 
them  to  leave. 

In  the  British  General  Election  of 
1918,  the  radical  Sinn  Fein  party  won 
almost  every  seat  in  what  is  now  the 
Irish  Republic  and  set  up  its  own 
Parliament  in  Dublin.  Yet  a  majority 


Parti  Quebecois'  Bernard  Landry 
For  stability,  vote  Yes. 


of  Irish  votes  went  not  to  the  Sinn 
Fein,  but  to  parties  espousing  some 
link  with  the  United  Kingdom. 

Note  that  what  Ireland  got  after 
1921  was  still  not  complete  indepen- 
dence but  a  form  of  "sovereignty- 
association"  with  Britain— shared 
currency,  reciprocal  citizenship — re- 


You  thought  we  had  trouble? 

Net  interest  payments,  all  levels  of  government,  as  a  percent  of  GDP 


Canada 
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1 1  Canada  has 
|  more  interest 

burden, 

less  maneuver 

ability. 
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Sources:  Economic  Report  of  the  President,  1995;  Statistics  Canada 
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markably  similar  to  what  the  Quebec! 
separatists,  mindful  of  their  cautiousl 
countrymen,  are  derided  by  Ottawa| 
for  saying  they  want. 

"Our  [referendum]  question  willl 
be   better  framed   than   last  time,' 
Quebec  Deputy  Prime  Minister  Ber- 
nard Landry  tells  Forbes  confidently.! 
Landry  describes  the  Parti  Quebecoisl 
view  of  the  future  Quebec/Canadal 
relationship  as  "a  European  Unionj 
approach,     not     more,     not     less.'' 
Landry  adds  that  the  pq's  late -August] 
polls  show  the  Yes  vote  edging  ahead  [ 

The  separatists  have  edged  ahead  ir I 
another  way  as  well.  At  the  time  of  thel 
last  referendum  in  1980  all  Quebec'.'' 
seats  in  the  federal  House  of  Com  j 
mons  in  Ottawa  were  held  by  federal  I 
ists.  The  separatists  had  chosen  not  tcj 
run  in  federal  elections.  Subsequently 
they  changed  their  minds.  Now  mosj 
Quebec  seats  are  held  by  the  separatis] 
Bloc  Quebecois. 

Canada's  political  parties  have  fracJ 
tured  regionally  (see  map,  pp.  46-47)\ 
So  even  if  Quebec's  separatists  los« 
the  referendum,  they  could  eventual  I 
ly  hold  the  balance  of  power  in  OttaJ 
wa,  perhaps  even  after  the  next  federal 
election,  due  by  1998.  They  will  theij 
be  able  to  extort  constitutional 
change  anyway. 

Economics  as  well  as  politics  il 
pushing  Quebec  closer  to  indepern 
dence.  Canada  has  managed  to  comj 
bine  both  government  spending  levj 
els  and  deficits  that  are  significantll 
higher  than  those  of  the  U.S.  ConseJ 
quently,  the  interest  burden  on  CanaJ 
da's  government  debt  is  becominf 
extraordinary.  And  there  is  no  roorj 
to  increase  spending  to  accommodatl 
it  (see  chart,  left). 

In  a  new  book,  Thirty  Million  Mid 
keteers,  Fraser  Institute  Senior  Fello1] 
Gordon  Gibson  argues  that  Ottawj 
will  soon,  be  forced  to  cut  its  casj 
grants  to  the  provinces  and  other  e) 
penditures.  But  these  have  been  key  t 
establishing  its  paramountcy.  In  retur 
it  will  have  to  devolve  more  power. 

Canada,  writes  Gibson,  may  sta 
to  look  more  like  Switzerland — ( 
like  Belgium,  which  since  1970  h; 
effectively  split  into  Flemish  an 
French  components  without  anyor 
outside  really  noticing.  Call  it  indi 
pendence  or  call  it  devolution  < 
power,  the  Quebec  bullet  will  1 
fired  eventually.  ■ 

Forbes  ■  September  25,  19< 
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THE      POWER      OF 


PERFECT      SUIT 


The  Ralph  Lauren  Purple  Label  suit  signifies  personal  achievement 
and  great  style. 

Made  mostly  by  hand,  each  piece  is  constructed  individually  so 
that  it  molds  to  the  body  with  strong  shoulders,  a  narrow  torso  and 
chiselled  waist,  creating  a  powerful  elegance.  And  because  it  has  all 
the  integrity  of  old-world  craftsmanship,  it  remains  soft  and  supple, 
natural  and  comfortable. This  results  in  a  suit  that  has  a  very  personal 
expression  and  makes  a  dramatic  statement  about  the  wearer 
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Conflicting  laws  and  court  decisions  put  business  people 
in  an  impossible  position  in  regard  to  hiring  practices. 

Damned  if  yoil 
damned  if  you! 


By  Dinesh  D'Souza 


President  Clinton  and  the  Republican  Con- 
gress are  preparing  for  a  major  battle  over 
affirmative  action.  The  debate  is  not  about 
fighting  discrimination  as  that  term  is  conven- 
tionally understood.  Nor  is  the  issue  the  validity 
of  "goals"  versus  quotas.  Rather,  the  dispute 
is  about  whether  America  is  a  nation  organized 
around  the  principle  of  individual  achievement 
or  group  entitlement. 

At  stake  is  the  ability  of  American  schools  and 
companies  to  judge  people  according  to  their 
merits,  rather  than  the  color  of  their  skin. 

American  companies  find  themselves  in  a 
dilemma.  They  want  to  hire  the  best  workers  in 
order  to  maximize  productivity  and  compete 
effectively  in  a  global  market.  Yet  government 
officials  and  courts  routinely  pressure  compa- 
nies to  hire  and  promote  employees  in  predeter- 
mined ratios  in  order  to  guarantee  that  their 
numbers  approximate  the  racial  breakdown  of 
the  surrounding  population.  Many  companies 
have  adopted  racial  preferences  in  order  to 
satisfy  federal  regulators  and  court  supervisors. 

Some  CEOs  even  support  such  preferences. 
"We've  got  to  get  right  with  the  future,"  asserts 
David  Lawrence,  publisher  of  the  Miami  Her- 
ald. Avon  head  James  Preston  warns  that  "com- 


Increasingly,  many  CEOs  are 

about  being  sued 
by  members  of  the  newest  group 
claiming  to  be  a  victim  of 
discrimination— -white  males. 
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panies  that  do  not  adjust  to  cultural  changes  ii 
involving  diversity  are  asking  for  trouble." 

But  they  may  be  asking  for  trouble  in  any  case  Jliccs 
Increasingly,  many  CEOs  are  nervous  about  preffliccd 
erential  policies  because  they  are  increasingly!'™, 
accompanied  by  the  risk  of  being  sued  by  mem-ilbhck 
bers  of  the  newest  group  claiming  to  be  a  victimise 
of  discrimination — white  males. 

Medium-  and  large-size  companies  frequent tjiutcii 
ly  use  various  forms  of  testing  and  evaluation  to  k 
decide  whom  to  hire,  and  sometimes  whom  to 
promote.  Yet  under  current  civil  rights  laws 
companies  that  use  tests  producing  racially  dis^ja 
proportionate  results  are  vulnerable  to  finding.: 
of  illegal  discrimination.  The  law  is  based  ov  trcatrn 
"proportional  representation."  As  the  Supremo 
Court  put  it  in  1977,  "It  is  ordinarily  to  b\ 
expected  that  nondiscriminatory  hiring  prac- 
tices will  in  time  result  in  a  work  force  more  a 
less  representative  of  the  racial  and  ethnic  com 
position  of  the  population." 

Companies  that  do  not  modify  their  hirin 
and  promotion  standards  to  enroll  minorities  i 
proportion  to  their  available  ratios  are  legal! 
vulnerable.  In  a  typical  case,  Liberty  Nation; 
Bank  &  Trust  Co.  of  Louisville,  Ky.  found  itse 
facing  the  threat  of  a  government-initiated  di: 
crimination  suit  a  few  years  ago,  though  16%  ( 
its  employees  were  black.  These  numbers  di. 
not  satisfy  federal  regulators,  who  pointed  oi 
that  32%  of  those  who  applied  for  the  bank 
vacancies  were  black,  and  therefore  Liberty  vj 
expected  to  award  about  one-third  of  new  jol 
to  blacks.  In  1991  Liberty  agreed  to  offer  jobs  l 
1 8  African-Americans  it  had  previously  rejectee 
and  to  pay  them  whatever  income  they  had  lo 
as  a  consequence  of  not  being  employed  wi' 
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the  bank  two  years  earlier. 

In  another  recent  settlement,  Northwest  Air- 
lines agreed  to  spend  up  to  $4  million  to 
iccelerate  hiring  and  promotion  of  minority 
ivorkers,  to  establish  special  scholarships  for 
black  mechanic  and  pilot  trainees,  and  to  award 
Dack  pay  and  promotions  to  existing  minority 
employees — not  because  the  company  discrimi- 
nated against  these  individuals  but  because  of 
[he  legal  liability  generated  by  statistical  imbal- 
mces  in  the  airline's  work  force. 

Even  companies  that  practice  affirmative  ac- 
tion are  in  jeopardy.   In  June   1995  a  black 
Dusinessman    who    had    received    preferential 
treatment  to  purchase  an  automobile  franchise 
ander  Ford's  "minoritv  dealer  program"  suc- 
ressfullv  sued  the  company  after  his  business 
(1  railed  and  went  bankrupt.  He  alleged  that  Ford 
:  nad  defrauded  him  by  failing  to  inform  him  that 
i  Dlack  dealers  were  on  avenge  more  likely  to  fail 
:han   white    dealers.    The    Alabama    Supreme 
a)  Zourt  agreed  and  awarded  him  S7.7  million. 
a      In  today's  work  force,  all  hiring  standards  that 
al  ;how  a  "disparate  impact"  on  racial  groups  are 
r  ;uspect.  Since  1971  the  U.S.  Supreme  Court 
a  las  insisted  that  tests  in  which  minority  groups 
i  lo  not  perform  as  well  as  whites  generate  a 
)\  ^resumption    of    discrimination.     Essentially, 
, ;  :ompanies  are  guiltv  until  proven  innocent. 
;  they  have  the  difficult  burden  of  producing 
ul  tudies  to  convince  skeptical  government  offi- 
v  :ials  and  courts  that  their  merit  standards  are 
i  'demonstrably"  related  to  job  performance  and 
s  equired  by  "business  necessity." 
.;:     In  practice,  many  companies  avoid  govern- 
\\  nent  intrusion  and  legal  liability,  not  to  men- 
i  ion  bad  publicity,  by  abridging  their  hiring 
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The  Supreme  Court  has  insisted 
that  tests  in  which  minority 
groups  as 

well  as  whites  generate  a 
presumption  of  discrimination. 


standards  to  ensure  adequate  minority  represen- 
tation. Companies  such  as  IBM,  Xerox  and 
American  Express  have  set  up  aggressive  prefer- 
ential hiring  systems  for  minorities.  When  Ken- 
tucky Fried  Chicken  hires  senior  executives,  it 
uses  recruiting  firms  that  specialize  in  women 
and  minorities  to  help  ensure  a  diverse  work 
force.  In  a  blunt  instance  of  racial  preferences  in 
action,  Jack  Nelson,  Washington  bureau  chief  of 
the  Los  Angeles  Times,  announced  to  his  staff  a 
few  years  ago  that  white  males  had  slim  chances 
of  being  hired.  He  was  challenged,  "Isn't  that 
discrimination?"  He  replied,  "No,  it's  affirma- 
tive action." 

The  main  reason  that  racial  preferences  are 
promoted  by  the  government,  enforced  by  the 
courts  and  tolerated  by  private  and  public  insti- 
tutions is  that  hiring  standards — in  particular 
standardized  tests — are  widely  considered  to  be 
racially  (and  sometimes  sexually)  biased.  In 
1994,  for  example,  the  Chicago  police  depart- 
ment announced  that  of  the  500  candidates  who 
scored  highest  on  its  sergeant's  exam,  only  40 
were  black  and  22  were  Hispanic.  Immediately 
Congressman  Bobby  Rush,  an  African-Ameri- 
can, charged  that  "structurally  the  test  was 
biased."  Rush  hadn't  seen  the  test.  In  fact,  over 
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the  last  few  years  Chicago  has  spent  more  than 
$5  million  to  produce,  in  collaboration  with 
minority  consultants,  bias-free  tests. 

Two  of  the  best-known  standardized  tests  are 
the  General  Aptitude  Test  Batten'  (gatb),  ad- 
ministered by  state  employment  agencies  and 
frequently  used  for  job  referrals,  and  the  Scho- 
lastic Assessment  Test  (sat),  conducted  by  the 
Educational  Testing  Service  and  considered  by 
the  vast  majority  of  American  colleges  for  un- 
dergraduate admission.  In  addition,  standard- 
ized tests  are  widely  used  for  admission  to 
graduate  school,  as  well  as  for  numerous  private  - 
and  public-sector  jobs.  Many  firefighters,  postal 
clerks,  emergency  dispatchers,  air  traffic  con- 
trollers, cpas,  auto  assembly  workers  and  office 
managers  are  licensed  and  hired  based  on  their 
test  results,  among  other  factors. 

Are  standardized  tests  unfair  to  minorities? 
Some  scholars  and  civil  rights  activists  are 
convinced  that  they  are.  Such  tests,  according 
to  Richard  Seymour  of  the  Lawyers'  Commit- 
tee for  Civil  Rights,  are  an  "engine  for  the 
exclusion    of  minorities.11    African- American 


Study  after  study  has  shown  that 
the  SAT  s  not  biased  against  blacks — 
indeed  it  slightly  overpredicts 
the  performance  of 
African-Americans  in  college. 


scholar  Derrick  Bell  contends  that  "terms  like 
'•merit1  and  'best  qualified1  are  infinitely  manip- 
ulate11 and  serve  as  an  excuse  for  racial  nepo- 
tism among  whites.  Ellis  Cose  of  Newsweek 
recently  argued  that  test  results  promote  "the 
myth  of  meritocracy.11 

However,  in  the  past  two  decades,  hundreds 
of  studies  have  been  conducted  that  seek  to 
assess  how  well  standardized  tests  such  as  the 
sat  and  the  gatb  predict  performance,  and 
whether  such  tests  are  biased  against  minorities. 
These  studies  have  produced  results  that  are  so 
unanimous  that  they  are  considered  definitive  in 
the  scholarly  community,  although  they  are  not 
well  known  to  the  public  at  large.  The  SAT,  it 
turns  out,  is  a  very  good  predictor  of  college 
performance,  often  better  than  alternative  mea- 
sures such  as  high  school  grades,  whose  signifi- 
cance depend  on  where  the  student  went  to 
school,  and  interviews  and  recommendations, 
which  are  highly  subjective. 

Similarly,  a  review  by  industrial  psychologists 
John  Hunter  and  Frank  Schmidt  of  many  stud- 
ies of  the  GATB  showed  that  it  effectively  predicts 
job  performance,  as  measured  by  criteria  like 
supervisor  ratings  or  on-the-job  evaluations. 


Critics  of  the  tests,  such  as  David  Owen,  have 
scoured  years  of  test  questions  to  produce  exam- 
ples that  seem  to  indicate  bias.  Certainly  it  is 
hard  to  deny  Owen's  suggestion  that  blacks  and 
those  who  live  in  the  inner  city  are  less  likely  to 
be  familiar  with  terms  like  "sonata11  and  "regat- 
ta11 than  whites  who  grow  up  in  the  suburbs.  But 
in  recent  years  those  who  administer  standard- 
ized tests  have  labored  strenuously  to  avoid  such 
culturally  loaded  terms. 

Yet  let  us  put  aside  the  verbal  section  of  the 
tests,  which  conceivably  includes  some  cultural 
content,  and  concentrate  only  on  the  math 
section.  Hardly  anyone  has  seriously  maintained 
that  equations  are  racially  biased,  or  that  algebra 
is  rigged  against  Hispanics.  Yet  the  racial  gaps 
that  are  evident  on  the  verbal  section  of  the  test  I 
are,  year  after  year,  equalled  or  exceeded  on  the 
math  section. 

Study  after  study  has  shown  that  the  sat  is  noM 
biased  against  blacks — indeed  it  slightly  over- 
predicts  the  performance  of  African-Americans 
in  college.  In  the  same  vein,  an  in-depth  review 
of  about  75  studies  by  the  National  Research 
Council  found  no  evidence  of  bias  on  the  GATB: 
against  African-Americans.  These  findings  havei 
been  so  well  established  that  they  are  virtually 
uncontested  by  an)'  reputable  psychologist  in: 
the  country. 

As  psychologist  Lyle  Jones  argues,  tests  doc 
not  create  discrepancies  of  ability  and  perfor- 
mance; they  merely  measure  them.  Virtually 
every  test  shows  large  average  differences  oi> 
performance  among  groups,  with  whites  and 
Asians  scoring  at  the  top,  Hispanics  in  the* 
middle,  and  African-Americans  at  the  bottom. 

This  is  the  heart  of  our  social  problem.  Wc'i 
want  to  live  in  a  pluralistic  and  inclusive  society* 
yet  we  are  moving  toward  something  resemi 
bling  a  racial  hierarchy.  Today  we  are  seeing  thai 
merit,  like  the  old  racism,  produces  inequality— 
not  just  inequality  between  individuals,  but  also 
inequality  among  groups. 

Yet  our  civil  rights  laws  are  based  on  thn 
assumptions  of  the  1960s.  Essentially  they  seeb 
to  ferret  out  discrimination  by  looking  at  group 
outcomes.  If  all  groups  do  not  hit  the  finishin; 
tape  at  the  same  time,  bureaucrats  at  the  Equa, 
Employment  Opportunity  Commission  (EEOC 
and  other  agencies  insist  that  the  race  has  bee 
rigged.  This  reasoning  is  a  non  sequitur  and 
chimera,  yet  for  almost  a  generation,  America 
firms  have  been  living  under  laws  based  on  it. 

Tama  Starr,  president  of  a  small  New  Yor 
service  company,  writes  in  a  trade  magazin 
that  government  regulators  descended  upo 
her  for  firing  a  man  who  had  been  "late  fc 
work  or  absent  entirely  for  70  out  of  24 
consecutive  workdays.11  Yet  Starr  reports  th; 
to  avoid  a  civil  rights  lawsuit  her  company  "ha 
to  provide  reams  of  data  comparing  latene 
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By  definition,  every  business  gift  serves  two  important  functions.  It  is  an  expression  of  gratitude. 

It  is  a  measure  of  your  firm.  For  156  years  the  designs  of  Tiffany  &.  Co.  have  been  the  choice  of  those  who  prize 

stability  over  caprice,  substance  over  veneer.  Thoughtful  management  knows  that  a  gift  of  Tiffany 

'  raftsmanship  and  timeless  design  conveys  a  unique  message  to  clients  and  valued  staff.  To  receive  a  brochure  or  learn 

more  about  the  rewards  of  a  Tiffany  corporate  account,  call  800-423-2394. 
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Tiffany  &  Co. 


he  complexity  of  the  current  tax  code  is  ungainly,  inefficient  and,  all  too 
often,  unfair.  A  substantially  simplified  tax  code  would  clearly  improve  the 
situation— at  least  for  all  the  businesses  and  individuals  who  can't  afford 
legions  of  tax  lawyers  and  accountants. 

At  The  CIT  Group,  we  believe  that  tax  reform  is  just  one  of  the  many 
ways  government  operations  should  be  streamlined.  American  government 
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needs  to  follow  the  example  of  American  industry  and  become  more 
productive,  more  efficient  and  more  tightly  focused  on  service  quality. 
We  know  it  can  work,  because  we've  seen  it  happen.  We  provide  the 
funding  that  helps  thousands  of  American  companies  take  the  steps  they 
need  to  compete.  For  further  information  on  how  The  CIT  Group  can  help, 


call 


1-800-CIT-1908. 
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Today  we  are  seeing  that 
merit,  like  the  old  racism, 

ty — not  just 
inequality  between  individuals 
but  also  inequality  among  groups. 


and  absenteeism  by  observed  skin  color  for  all 
apprentices  within  his  particular  trade  over  a 
52 -week  period.1'  Starr  concludes  that  rather 
than  waste  time  and  money  that  could  be 
productively  spent,  "Why  don't  we  .  .  .  drop 
this  outrageous  game  before  it  puts  the  U.S. 
out  of  business?" 

Civil  rights  activists,  both  inside  and  outside 
the  government,  are  unmoved.  During  the 
1980s,  these  activists  hit  upon  an  ingenious 
scheme  called  "race-norming"  to  enforce  racial 
preferences.  The  Department  of  Labor  used  an 
ethnic  conversion  table  to  adjust  minority  scores 
on  the  gatb  so  that  the  percentile  result  did  not 
reflect  the  performance  of  the  individual  appli- 
cant relative  to  all  those  who  took  the  test,  but 
only  relative  to  other  test-takers  from  the  appli- 
cant's own  racial  group.  An  African-American 
who  scored  in  the  16th  percentile  of  test-takers 
for  machinists  might  have  his  score  raised  to  the 
53rd  percentile  if  that  is  how  he  fared  compared 
with  other  African-Americans. 

Remarkably,  in  manv  cases  the  government 
didn't  make  clear  to  companies  that  it  was 
manipulating  test  scores  to  camouflage  group 
differences  in  performance  and  improve  hiring 
prospects  of  minorities.  Undoubtedly  race- 
norming  imposed  substantial  productivity  costs 
on  companies.  Yet  it  enabled  the  simultaneous 
promotion  of  two  contradictory  goals:  merit 
selection  for  individuals  and  racial  representa- 
tion for  groups.  Race-norming  basically  estab- 
lished meritocratic  selection  within  racial  tracks. 

Yet  when  race-norming  became  public,  it 
generated  an  outcry,  and  Congress  outlawed 
the  practice  in  the  Civil  Rights  Act  of  1991. 
Now  companies  are  in  the  impossible  position  in 
which  they  are  discouraged  from  using  tests  that 
have  a  "'disparate  impact"  on  racial  groups,  yet 
they  cannot  get  around  this  absurd  regulation 
by  setting  up  a  multiple-track  system  and  hiring 
and  promoting  the  best  performers  from  each 


Americans  have  grown 
weary  of  according 

to  their  pigment  rather 
than  their  performance. 
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group.  At  the  same  time  courts  are  becoming 
increasingly  sympathetic  to  antidiscrimination 
lawsuits  filed  by  white  males.  As  Evan  Kemp, 
former  chairman  of  the  EEOC,  puts  it,  our  civil 
rights  laws  currently  do  two  things:  they  forbid 
discrimination  and  they  require  it. 

So  what  can  companies  do?  One  option  is  to 
forgo  testing  altogether.  This  is  not  a  very 
attractive  option.  Not  only  can  it  entail  large 
losses  in  productivity,  as  companies  substitute 
less  effective  ways  to  measure  performance,  but 
those  alternative  measures  are  themselves  sub- 
ject to  challenge  if  they  do  not  produce  racially 
proportional  results. 

A  second  option  is  for  companies  to  use 
standardized  tests  for  whites,  while  hiring  mi- 
norities by  some  other  criteria  calculated  to 
assure  sufficient  representation.  This  strategy 
can  help  to  minimize  the  risk  of  government 
harassment  or  a  lawsuit  filed  by  a  minority 
plaintiff;  yet  if  racial  preferences  are  egregious, 
they  can  invite  suits  from  whites.  Basically  com- 
panies have  to  weigh  the  risk  of  being  sued  by 
minorities  on  the  one  hand  and  by  whites  on  the 
other.  Under  current  law  minority  claims  are 
taken  more  seriously,  but  as  white  grievance 
escalates,  the  pool  of  potential  white  plaintiffs 
can  become  formidable. 

A  third  choice — offered  for  the  bold — is  for>; 
companies  to  be  strictly  meritocratic,  with  the< 
understanding  that  virtually  all  standardizedi 
tests  are  likely  to  produce  racially  disparate 
outcomes.  If  company  officials  are  willing  to  live 
with  a  work  force  that  does  not  (to  use  President'1 
Clinton's  term)  "look  like  America,"  and  arei 
willing  to  defend  their  merit  standards  before* 
meddlesome  civil  rights  bureaucrats  as  well  ast 
whimsical  judges,  then  they  are  likely  to  reap  the' 
highest  productivity  gains. 

In  the  long  term  companies  would  do  well  to< 
reconsider  their  acquiescence  in  the  institution-i 
alization  of  race-based  policies  and  preferences 
based  on  color.  Today  affirmative  action  is  a  way; 
of  life  in  corporate  America,  but  as  Bob  Dylan; 
once  said,  "You  don't  need  a  weather  man  toi 
know  which  way  the  wind  blows."  Americans' 
have  grown  wean'  of  being  judged  according  to 
their  pigment  father  than  their  performances 
Standardized  tests  and  other  merit  criteria  are 
not  at  fault — they  are  pointing  us  to  other  social- 
problems,  such  as  broken  families  and  terrible 
public  schools,  that  we  should  directly  confront. 

It  is  time  to  face  up  to  the  national  challenge, 
which  is  twofold.  First,  we  must  work  for  am 
improvement  of  skills  and  standards  among 
groups,  but  especially  blacks,  who  fall  so  fan 
behind  others.  Second,  we  need  to  return  tc 
Martin  Luther  King's  vision  of  an  American 
standard  that  is  truly  meritocratic  and  color- 
blind. Thus  we  can  simultaneously  serve  eco- 
nomic  productivity  and  social  justice.  ■> 
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Benefit  Now, 

Be  A  Benefactor  Later. 


Philanthropy  offers  us  the  opportunity  to  express 
our  gratitude  to  those  charitable  organizations  that 
have  enriched  our  lives  over  the  years.  The  Fidelity 
Investments  Charitable  Gift  Fund  provides  a  way 
for  you  to  maximize  future  gifts  to  these  favored 
organizations  while  minimizing  today's  taxes. 

The  Gift  Fund  works  like  a  private  foundation,  without 
the  added  cost  and  administrative  hassles.  With  an 
initial  contribution  of  $10,000  or  more,  you  can: 

•  Receive  a  full  fair  market  value  deduction 
and  avoid  capital  gains  taxes  on  gifts  of 
appreciated  securities 

•  Potentially  increase  the  value  of  your  gifts 
through  tax-free  growth  of  charitable  assets 
invested  in  pools  of  Fidelity  mutual  funds 

•  Recommend  charitable  grants  on  your  own 
timetable,  with  no  distribution  requirements 


The  Gift  Fund  has  granted  over  $100  million  on 
behalf  of  our  donors  to  more  than  10,000  charities 
across  the  U.S.  and  abroad.  Find  out  how  the  Gift 
Fund  can  work  for  you,  your  company,  and  the 
charities  you  support.  Please  call  1-800-682-4438, 
or  fax  your  inquiry  to  617-476-7824. 

The  Charitable  Gift  Fund's  Pooled  Income  Fund  cannot 
presently  accept  contributions  from  residents  of  North 
Carolina,  South  Dakota,  and  Tennessee. 


Charitable  Gift  Fund 
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Dinesh  D'Souza  doesn't  deny  that  racial  discrimination 
exists,  but  he  argues  that  it  isn't  always  irrational. 

Facing  facts 


By  Peter  Brimelow 


"There  are  two  main  points  on 
which  I  expect  to  be  attacked,"  be- 
gins Dinesh  D'Souza  with  character- 
istic self-confidence. 

He  may  be  undercounting.  D'Sou- 
za's  big  new  book,  The  End  of  Racism: 
Principles  for  a  Multiracial  Society 
(Free  Press),  is  expected  to  cause  at 
least  as  much  of  a  stir  as  his  1991 
bestseller,    Illiberal    Education,    the 


first  substantial  documentation  of  the 
repressive  reign  of  "political  correct- 
ness" on  the  country's  campuses. 

Himself  an  immigrant  from  India, 
D'Souza  argues  flatly  that  the  U.S.  is 
not  a  racist  society.  He  believes  that 
the  vast  machinery  of  affirmative  ac- 
tion quotas,  imposed  by  bureaucrats 
and  judges  in  the  aftermath  of  the  civil 
rights  revolution  and  recently  reaf- 
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Institute's 
Dinesh  D'Souza 
Dysfunctional  culture, 
rational  discrimination? 


firmed  by  Clinton,  is  doomed  to  colH 
lapse  under  the  weight  of  its  social  and 
political  failure. 

Which  means  that  any  executive; 
who  now  imagines  that  at  least  quotas 
offer  a  safe  haven  from  endless  litiga- 
tion and  lobbying  is  in  for  a  nastyl 
surprise  (see  story,  p.  50). 

D'Souza's  two  points  are  certainly 
good  for  a  fight: 
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Nitrogen-inerted  process  for  soldering  circuit  boards  reduces 
defects,  cuts  costs,  eliminates  use  of  chlorofluorocarbons. 


elping  industries 


Extra  oxygen  injected  into  an  electric  arc  furnace 
converts  potential  carbon  monoxide  emissions  into 
extra  energy  instead. 
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■  Much  of  black  American  culture  is 
simply  dysfunctional.  It  is  this  that 
causes  many  of  the  problems  conven- 
tionally blamed  on  "racism." 

Thus  D'Souza  cites  black  educa- 
tional underperformance  at  even'  lev- 
el. This,  he  argues,  must  be  related  to 
the  widespread  repudiation  of  aca- 
demic achievement  and  even  standard 
English  (some  inner-city  schoolchil- 
dren are  now  being  taught  to  count  in 
Swahili)  as  "acting  white.1'  High  ille- 
gitimacy rates  and  stunning  levels  of 
violence — in  1992  half  of  U.S.  mur- 
der victims  were  black,  94%  killed  by 
other  blacks — don't  help  either. 

Yet,  D'Souza  reports,  most  black 
leaders  angrily  resist  suggestions  that, 
ultimately,  the  black  community  must 
help  itself.  Indeed,  they  seem  to  be 
developing  a  cult  of  paranoia  and 
"rage."  Example:  D'Souza  savs  a 
1990  poll  found  29%  of  blacks  suspect 
the  aids  virus  was  a  genocidal  inven- 
tion, a  suspicion  endorsed  by  no  less  an 
authority  than  comedian  Bill  Cosby. 

The  black  leaders  are  angriest  of  all, 
D'Souza  notes,  at  those  black  com- 
mentators who  do  emphasize  self- 
help  and  express  skepticism  about  the 
effectiveness  of  government  policy. 

But  these  self-help  advocates  are 
squarely  in  the  tradition  of  the  great 
turn-of-the-centurv  black  leader, 
Booker  T.  Washington.  In  his  famous 
speech  to  the  Atlanta  Exposition — 
exactly  100  years  ago,  on  Sept.  18, 
1895 — Washington  put  it  this  way: 
"No  race  that  has  anything  to  con- 
tribute to  the  markets  of  the  world  is 
long  in  any  degree  ostracized." 

Unfortunately,  writes  D'Souza,  to- 
day's civil  rights  establishment  is  to- 
tally committed,  both  out  of  ideology 
and  out  of  personal  self-interest,  to 
the  opposing  view,  espoused  by 
Washington's  rival,  W.E.B.  DuBois: 
Government  intervention  is  the  best 
and  only  way  to  benefit  blacks. 

D'Souza's  second  embattled  point 
flanks  his  fust: 

■  Some  modern  discrimination  is 
rational. 

D'Souza's  classic  case:  the  com- 
plaint of  many  young  black  men  that 
cabdrivers  hesitate  to  pick  them  up. 
This  is  no  doubt  true,  says  D'Souza. 
But  the  cabdrivers  he  interviewed  (of 
all  races)  made  a  powerful  point: 
Young  black  men  commit  a  stagger- 
ingly   disproportionate    amount    of 


"I  am  no  stranger  to 
xenophobia,  prejudice  and 
discrimination,"  writes 
D'Souza.  He  just  thinks 
it  can  be  overcome.  He 
describes  himself  as  a 
"walking  embodiment" 
of  multiculturalism. 


crime.  By  one  estimate,  across  the 
country  about  25%  of  young  black 
men  are  in  prison,  on  probation  or  on 
parole  on  any  given  day. 

The  dilemma  here  is  exquisite.  In- 
nocent black  men  are  certainly  the 
victims  of  discrimination.  But  to  cor- 
rect this  undoubted  injustice,  should 
governments  force  cabdrivers  to  take 
what  is,  in  fact,  a  very  real  risk? 

In  the  case  of  the  risk  for  banks  in 
mortgage  lending,  the  government's 
answer  seems  to  be:  yes.  D'Souza 
chronicles  many  recent  news  stories 
about  differing  loan  rejection  rates 
between  blacks  and  whites.  These 
have  provided  the  Clinton  Adminis- 
tration with  an  excuse  to  force  banks 
to  increase  thek  minority  lending. 

Citing  Forbes  (Jan.  4,  1994), 
D'Souza  says  the  best  evidence  sug- 
gests that  black  and  white  default 
rates  are  about  the  same.  If  the  banks 
had  been  rejecting  black  applicants 
unfairly,  the  black  default  rate  would 
be  lower.  So  the  banks'  credit  judg- 


D'Souza's  big  new  book 
Good  for  a  fight? 


ments  were  accurate  after  all.  By  over-1 
riding  them,  the  Clinton  Administra- 
tion is  effectively  forcing  the  banks  to 
take  unjustified  risks — which  they 
must  pass  on  to  customers — so  that 
good  credit  prospects  will  be  subsi- 
dizing the  bad. 

In  the  end  D'Souza  thinks  the  best 
weapon  against  unfair  discrimination 
is  to  make  it  irrational  by  altering  the 
unpalatable  facts  upon  which  it  is 
based:  Improve  black  education,  re- 
duce crime  and  illegitimacy.  Unfortu- 
nately, government  has  little  power  to 
alter  dysfunctional  social  patterns  like 
illegitimacy.  But  it  can  at  least  stop.* 
subsidizing  them — as  it  currently' 
does  through  welfare. 

"I  am  no  stranger  to  xenophobia, 
prejudice       and       discrimination,"' 
D'Souza  writes.  He  just  thinks  it  canr 
be  overcome.  He  describes  himself  as 
a  "walking  embodiment"  of  multi 
culturalism.  Born  in  Bombay  in  1961, 
to  a  middle-class  family,  D'Souza  be 
gan  his  meteoric  career  in  the  U.S.  as 
an  exchange  student  in  an  Arizona 
high  school.  He  stayed  on  to  go  tcx 
Dartmouth    on    scholarships    ("my 
family  income  was  so  low  when  con-i 
verted  into  dollars"),  says  he  got  ini 
volved  in   politics  only  after  being) 
recruited  onto  the  conservative  Darti 
mouth  Review,  and  progressed  via  the' 
Reagan  White  House  to  his  curreni 
post  at  Washington,  D.C.'s  Americari 
Enterprise  Institute,  where  he  wrotti 
his  first  book.  He  became  an  Ameri  i 
can  citizen  in  1991 ,  and  the  following 
year  he  married  a  Protestant  south 
erner    "whose    ancestry   is    English 
Scotch-Irish,  German  and  American 
Indian."  He  quips  that  their  daugh 
ter,  born  this  year,  is  "beyond  racia 
classification." 

D'Souza  resists  being  psychoana. 
lyzed.  He  waves  aside  the  idea  that  hi 
unusual  views  might  be  traced  to  thi 
marginal  status  of  India's  Christiai 
minority — D'Souza's  family  original 
ed  in  the  former  Portuguese  enclav 
of  Goa,  where  they  converted  to  Re 
man  Catholicism  generations  ago. 

Indian -Americans,  he  argues,  at 
generally  deeply  technocratic  an 
apolitical:  "I've  been  at  meeting 
where  people  like  [former  Represer 
tative  Stephen]  Solarz  tell  them,  i 
effect,  'Start  speaking  up;  we're  hei 
to  deliver.'  The  Indians  just  look  pu; 
zled  and  go  home."  ■ 
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Iveryone 
thinks  Unisys 


•      • 


is  just  a  computer 
company. 


Everyone's  wrong. 
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The  feds  forced  the  auto  industry  to  rush  out  with 
less-than-perfectairbags.  The  marketplace  is 
correcting  for  the  safetycrats'  mistakes. 

Talley's 
second  chance 


By  Seth  Lubove 


Talley  Industries,  Inc.  is  a  junior- 
size  conglomerate,  a  $328  million 
(1994  sales)  Phoenix-based  hodge- 
podge— air  fresheners,  fighter-jet 
ejection  seats,  real  estate,  even  jingle 
bells.  It  has  lost  money  for  four  of  the 
last  five  years  on  stagnant  sales. 

So  why  do  Wall  Street  analysts  such 
as  those  at  CS  First  Boston  and  Value 
Line  predict  a  bright  future  for  the 
company? 

In  a  word,  airbags.  Never  mind  that 
Talley  sold  its  airbag  business  to  TRW 
Inc.  for  $98  million  in  1989,  when 
skeptics  (FORBES  among  them) 
doubted  Talley  could  survive  in  the 
business.  The  company's  airbag  inter- 
est since  has  consisted  of  collecting 
quarterly  royalty  checks  from  TRW. 
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GM's  Delphi 
division  airbag 
test  sled 

With  the  market 
as  master, 
carmakers  are 
installing  smaller, 
safer  and 
cheaper  airbags. 


But  such  is  the  anticipated  growth 
in  airbags  that  players  even  more  mar- 
ginal than  Talley  think  they  can  get 
into  the  game.  With  airbags  a  $3.2 
billion  sales  market  now,  worldwide 
sales  are  expected  to  nearly  double 
within  five  years,  as  domestic  and 
foreign  automakers  rush  to  fill  con- 
sumer demand. 

Other  companies  scrambling  to  get 
a  piece  of  the  exploding  business  in- 
clude AlliedSignal  Inc.,  OKA,  Inc., 
Breed  Technologies  and  General  Mo- 
tors' Delphi  parts  division. 

Murray  Kornhauser  owns  a  tiny, 
"•three  or  four'"  person  defense  engi- 
neering firm  in  Wynnewood,  Pa.  "As 
the  defense  business  has  been  shrink- 
ing, we've  been  looking  for  alterna- 


tives so  we  can  survive,"  Kornhause 
says.  You  guessed  it:  airbags.  He  say 
he's  invented  a  "completely  green,  nc 
hazards,  no  pollutants"  airbag  an( 
wants  to  license  the  technology  to 
bigger  company. 

Today's  opportunities  are  a  far  cr 
from  four  years  ago,  when  trw  am 
Morton  International  evenly  split  th 
business,  allowing  little  room  for  ne\ 
entrants.  The  two  companies  hav> 
since  fallen  to  about  70%  to  75( 
market  share  and  will  very  likely  los 
more  in  the  next  few  years.  Credi: 
changing  technology  and  a  market 
place  that  is  pushing  innovation  fasK 
even  than  the  government  transport? 
tion  bureaucrats  are. 

The  heart  of  any  airbag  is  the  infis 
tor,  in  which  an  initiator  activates 
propellant,  which  produces  the  ge 
that  inflates  the  airbag.  Until  recent! 
the  most  common  form  of  airba. 
propellant  was  sodium  azide.  A\ 
though  reliable  enough  in  use,  th 
highly  toxic  chemical  has  a  nasty  ter 
dency  to  explode  during  manufactun 
ing.  TRW  has  suffered  several  fires  an 
explosions  at  its  Arizona  sodium  azia 
plants,  some  resulting  in  productio 
stoppages — anathema  to  the  marfl 
facturing  schedules  of  the  car  comp; 
nies  that  buyTRw's  airbags. 

The  problems  with  sodium  azic 
don't  end  at  the  factory.  When  inflajj  ^ 
ed  in  an  accident,  sodium  azide  ai 
bags  emit  a  smelly  blast  of  caustic 
smoke,  despite  the  addition  of  a  bull 
filter.  Although  the  smoke  is  harmle  | 
except  to  people  with  respirato 
problems,  some  drivers  assume  thd  s 
car  is  on  fire.  Finally,  the  devices  ha1! 
to  be  detonated  or  removed  by  har 
before  the  car  is  scrapped  to  preve 
explosions  in  a  shredder. 

So  why  use  the  stuff  in  the  fn 
place?  When  federal  mandates  requi 
ing  passive  restraints  were  imposed 
the  mid-1980s,  car  companies  scrar 
bled  to  comply  with  the  regulatio 
by  installing  airbags.  The  best  ava 
able  technology  of  the  time  was  soc 
inn  azide.  "The  government  nev 
mandated  sodium  azide,"  says  Do 
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aid  DeFoset,  head  of  AlliedSigna   ,,. 
safety  restraint  business.  "They  ji 
mandated  an  airbag  solution.  Thij  | 
[sodium  azide]  was  the  basic  desii 
most  suitable  at  that  time." 

As  the  only  two  companies  with  t 
capacity  to  make  sodium  azide  inf   ; 
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nisys  is  the 
information  management 

company. 


/e  understand.  Sometimes  percep- 
:j  'akes  a  while  to  catch  up  with  reality. 

he  reality  is  this:  Unisys  is  not  just  a 

)uter  company  anymore. 

es,  we  still  sell  a  lot  of  computers. 

we're  proud  of  it.  But  there's  so  much 

to  Unisys  than  computers  that 

i  Ttore  accurate  to  think  of  us  as 

formation  management  company. 

I 

h  means  we  can  help  you  identify, 

t,  analyze  and  direct  your  vital 

mation  at  key  points  of  decision 

;;  *\g  and  customer  service. 

j  Je  haven't  just  changed  the  way  we 
about  ourselves.  We've  changed 

j  we  do.  Two  examples: 

(nisys  Corporation. 


.  : 
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Today,  nearly  a  third  of  our  busi- 
ness comes  from  services.  These 
include  systems  integration,  outsourcing 
and  consulting.  They  represent  the  single 
largest  revenue  source  to  the  company, 
and  make  us  one  of  the  largest  service 
providers  in  the  world. 

We've  grown  our  departmental 
server  and  personal  computer  business 
by  30  percent  over  the  last  year.  This 
is  further  proof  that  we've  expanded 
well  beyond  being  just  a  supplier 
of  "big  iron." 

UNISYS 


But  numbers  are  still  only  part  of  the 
story.  As  an  information  management 
company,  we're  one  of  the  few  firms  that 
integrate  our  broad  services  capabilities 
with  technology  know-how  and  vertical 
industry  expertise.  So  our  real  value  is  in 
how  we  help  you  apply  information 
to  make  effective  decisions  and  deliver 
better  service. 

To  receive  an  instructive  "Guide 
To  Information  Management"  facts 
kit,  reach  us  on  the  Internet  at 
http://www.unisys.com/adv  or  call 
1-800-874-8647,  ext.  235.  And  start 
changing  the  way  you  think  about  a 
company  that  does  more  than  you  thought. 


The    Information    Management    Company 


Airbags 


Talley  Industries' 
William  Mallender    ; 
Such  is  the 
growth  in  airbags 
that  even 
marginal  players 
like  Talley  can 
get  into 
the  game. 


tors,  Morton  and  TRW — after  its  ac- 
quisition of  Talley's  plants — became 
an  overnight  duopoly  in  the  airbag- 
inflator  business. 

Accelerate  to  the  present.  Al- 
though the  National  Highway  Traffic 
Safety  Administration  has  mandated 
dual  airbags  by  1998,  consumers  are 
demanding  safety  ahead  of  Washing- 
ton. Carmakers — bitter  opponents  of 
airbag  mandates  for  nearly  two  de- 
cades— tout  them  in  advertising. 
Mercedes-Benz,  a  safety  trendsetter, 
designed  a  prototype  car  that  features 
over  a  do/en  airbags.  Nissan  and 
Toyota,  even  where  they're  not  com- 
pelled to,  plan  to  make  airbags  stan- 
dard equipment. 

With  the  market  as  master,  manu- 
facturers arc  producing  smaller,  safer 
and  cheaper  airbags.  Instead  of  sodi- 
um azide,  so-called  hybrid  airbags  use 
a  less  volatile  propellant  to  heat  up  a 
canister  of  compressed  argon  gas, 
which  expands  to  fill  the  bag.  Design 
problems  that  prohibited  the  bulkier 
hybrids  from  being  used  in  steering 
wheels  have  been  overcome.  Since 
1993  nearly  every  passenger-side  in 
flator  contract  on  new  car  platforms 
has  been  awarded  to  a  hybrid  technol- 
ogy. Most  automakers  plan  to  phase 
out  sodium  azide  airbags. 

That's  bad  news  for  i  liw  and,  less 
so,  for  Morton.  TRW  has  around  $800 
million  invested  in  sodium  azide  man- 
ufacturing and  is  late  with  a  hybrid 
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offering.  Morton,  with  around  $500 
million  invested  in  sodium  azide  tech- 
nology, is  already  making  several  hy- 
brids. As  the  cheaper  hybrids  pick  tip 
demand,  it  puts  more  pressure  on 
TRW's  and  Morton's  margins. 

But  as  the  duopoly  loses  its  grip, 
other  players  are  getting  a  handle.  OEA 
of  Denver,  a- SI  10  million  (1994 
sales)  maker  of  fighter- jet  ejection 
seats,  also  makes  the  small  initiator 
triggers  that  activate  the  airbag  pro- 
pellant. Moving  vertically  up  the  tech- 
nology  chain,  the  company  invented  a 
hybrid  airbag  inflator  that  uses  a 
smokeless  chemical  propellant  two- 
thirds  the  cost  of  sodium  azide-based 
systems  with  none  of  the  nastv  side 
effects. 

Charles  Kafadar,  president  of  oka 
and  son  of  the  founder,  says  the  com- 
pany has  a  contract  to  sell  1 .2  million 
of  the  new  inflators  to  Takata  Corp.,  a 
Japanese  airbag  module  maker  whose 
biggest  customer  is  Toyota. 

AlliedSignal,  one  of  the  first  com- 
panies to  come  up  with  a  hybrid  air- 
bag,  is  developing  radar  sensing  air- 
bags  that  would  adjust  themselves 
according  to  the  size  and  position  of 
the  passenger  or  driver,  or  even  shut 
themselves  off  if  they  detect,  say,  a 
rear-facing  infant  seat. 

So,  back  to  Tallev  Industries,  which 
pioneered  sodium  azide  propellant  in 
the  1960s.  Talley  is  working  with 
c;m's  Delphi  parts  division  on  what  its 


chairman  and  chief  executive  officerj 
William  Mallender,  cryptically  calls  ; 
"third  generation"  of  inflator  techl; 
nology  (beyond  hybrids).  "It's  at 
entirely  new  approach  to  gas  inflate 
technology,"  he  says. 

Mallender  is  vague  on  specifics,  bu 
he  suggests  that  the  new  airbag  desigi 
will  save  space  and  costs  by  doinj' 
away  with  the  filters  and  many  of  tri 
metal  parts  in  today's  inflators.  "Ev 
cnthing  today  has  inflators  or  uses>| 
gas  bottle.  What  we're  working  on  i 
to  try  to  go  past  that." 

Talley  is  also  looking  at  makin 
airbags  for  side  doors,  rear  seats,  kne 
bolsters  under  the  dashboard — eve 
airbags  mounted  in  seatbelts  thai 
could  be  used  in  school  buses  and  thl 
rear  seats  of  minivans. 

Ignored  in  all  this  activity  is  th 
question  of  whether  airbags  are  acti 
ally  safer  for  you.  A  recent  study  bl 
two  professors  at  Virginia  Commop 
wealth  University  analyzed  insurant 
industry  data  on  31  models  of  caj 
equipped  with  airbags.  The  stuc 
found  owners  of  the  cars  with  airbJ 
actually  filed  more  personal  injur 
claims  than  owners  of  the  cars  withoi 
airbags.  Is  that  because  they  droi 
more  carelessly  with  the  presume 
safety  of  the  bags?  Nobody  know 
but  airbag  makers  are  following  tl 
old  adage:  Give  the  customers  wh 
they  want.  Right  now,  safety  sells — < 
even  the  promise  of  safety.  II 
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acked  Her 


Recently,  Mary  Wask 

Dreams  Into  84  Cardboard  Boxes. 

She  bought  a  house.  Something  she'd  wanted  to  do  for  years.  But  she  didn't  know  where  to  start.  Fannie  A  he,  the  nation's  largest  source 

of  funds  for  mortgage  lenders,  helped  put  her  on  the  path  to  homeownership.  After  she  saw  one  of  our  Opening  Doors  commercials  on 

T\ ',  she  called  us.  /  W  then  everything  started  moving.  Including  A  lory  Washington.  We  sent  her  a  free  guide  so  she  could  determine  if 

she  was  ready  to  buy  a  home.  Then  we  helped  guide  her  through  the  home-buying  process.  /  \nd  finally.  A  \aiy  got  a  loan  through  a  lender 

we  do  business  with  in  her  community,  j  \fter  that,  all  she  had  left  to  do  was  spring  for  pizza  on  moving        ■*&■ 

£^  FannieMae 

day  Jo  jindout  more  about  how  we  helped  Mary,  or  how  we  can  help  you,  call  1-800-548-9444.      s/,om,^WT^.\A^\\;mRw. 


Having  made  a  killing  in  DRAMs,  Korean  conglomerate  Samsung  is  looking  for  new 
worlds  to  conquer.  Isn't  it  rather  late  to  tackle  the  world  auto  market? 


"Chairman  Lee  is 
a  very  young  man' 


UltlO 
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By  Paul  Klebnikov 

South  Korea  is  opening  its  equity 
markets  to  foreigners,  cutting  indus- 
trial subsidies  and  preparing  to  open 
its  protected  domestic  market  to  for- 
eign competition.  It  stands  on  the 
threshold  of  becoming  a  major  indus- 
trial power. 

In  that  process,  Samsung  Group 
will  play  a  major  role.  This  $50  billion 
(1994  sales)  typically  Korean  con- 
glomerate embraces  a  consumer  elec- 
tronics company,  a  shipbuilding  com- 
pany, a  manufacturer  of  computer 
screens,  an  aerospace  company,  a  pet- 
rochemicals company,  an  engineering 
firm,  a  construction  outfit  and  a  life 
insurance  company.  While  its  elec- 
tronics, shipbuilding  and  computer 
screen  businesses  are  separate  compa- 
nies with  their  own  listed  stocks,  the 
whole  thing  is  held  together  by  the 
Lee  family,  which  holds  an  average 
49%  stake  in  the  various  Samsung 
companies. 

Samsung  Electronics  is  a  world 
power  in  semiconductors.  It  is  the 
world's  largest  manufacturer  of 
drams,  the  crucial  memory  chips  in 
everything  from  washing  machines  to 
personal  computers.  Over  the  past 
few  years  almost  all  of  Samsung's 
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I'ofits    and    revenue    growth    have 

lime  from  drams. 

I  Samsung's  giant  Kiheung  complex, 

|i  hour  outside  of  Seoul,  is  equipped 
ith  the  latest  Japanese  and  American 
chnology;  the  workers  there  are 
jtting  in  three  shifts  d  day,  seven 
ivs  a  week. 

I've  never  seen  anything  like  it," 
ys  Safi  Qureshey,  chairman  of  AST 
esearch,  the  U.S.  PC  maker  in  which 
imsung  recently  acquired  a  40%  in- 
rest.  "Their  determination  to  be 
jmber  one  and  willingness  to  deploy 
jge  resources  is  very  impressive." 
Samsung  Electronics  produces 
bth  semiconductors  and  consumer 
ms  like  televisions  and  refrigera- 


l  Samsung's  training  center 
[airman  Lee  tells  managers  to  be 
[we  creative  (above). 
Id  attack!  attack!  attack!  (right). 


|array  of  Samsung's  businesses  (left) 
i  results  of  recent  capital  spending 
ve  not  been  stellar. 
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tors.  About  one-third  of  the  total 
business,  Samsung  Electronics  is 
huge  in  its  own  right,  and  is  expected 
to  earn  S3  billion  on  S21  billion  in 
revenues  this  year. 

Samsung  isn't  just  a  business  for  its 
employees,  it's  a  way  of  life.  New 
management  recruits  go  through  a 
monthlong  course  at  Samsung's  boot 
camp  at  Yongin,  where  they  go  for 
long  runs  at  dawn  and  get  harangued 
about  the  danger  of  falling  behind  the 
Japanese.  They  learn  the  subtleties  of 
Samsung  etiquette:  how  to  dress,  how 
to  speak  to  superiors  and  how  to 
answer  the  phone. 

For  Samsung  office  workers  in 
Seoul  the  day  begins  shortly  after  6 
a.m.  As  crowds  of  gray-suited  execu- 
tives file  into  the  company  headquar- 
ters building,  the  public  address  sys- 
tem plays  German  marching  songs.  At 
7  a.m.,  after  the  morning  video  pro- 
gram, everybody  stands  for  the  com- 
pany anthem. 

But  present  glory  doesn't  guaran- 
tee future  glory.  Samsung  founder 
Lee  Byung  Chull  died  in  1987  and 
was  succeeded  by  his  youngest  son, 
the  now  53-year-old  Lee  Kun  Hee. 
Together  with  his  family,  Lee  has  a 
controlling  stake  in  the  various  Sam- 
sung companies,  cornerstone  of  a  for- 
tune Forbes  estimates  at  S4  billion. 

Lee  Kun  Hee  is  shy  to  the  point  of 
being  eccentric,  but  he  has  already 
made  a  big  mark  on  the  conglomer- 
ate. When  he  took  over,  Lee  felt  that 
hard  work  and  mass  production  of 


cheap  goods  were  no  longer  good 
enough.  Samsung  had  to  become 
more  cosmopolitan,  more  creative, 
more  quality-oriented.  In  1993  Lee 
cut  half  of  the  300  staffers  in  the 
chairman's  office  and  devolved  power 
to  the  subsidiaries.  Classic  decentral- 
ization, but  decentralization  isn't 
enough.  You  need  to  encourage  ini- 
tiative at  the  same  time. 

Lee  has  tried  to  foster  creativity 
among  Samsung's  200,000  employ- 
ees. Some  of  the  old  regimentation  is 
gone.  Women  office  workers  no  long- 
er must  wear  uniforms;  to  encourage 
individuality  in  dress,  Samsung  even 
sponsors  corporate  fashion  shows. 

However,  more  important  deci- 
sions loom.  Memory  chip  sales  are 
booming,  but  Samsung's  superprofits 
on  drams  may  end  as  early  as  next 
year.  The  company  needs  to  diversify 
into  other  types  of  semiconductors. 
Samsung  Electronics  is  planning  S4 
billion  in  capital  expenditures  this 
year,  including  a  SI  billion  dram 
factor}'  in  the  U.S  ,  which  means  that 
the  company  is  taking  some  big,  bold 
gambles. 

Earlier  this  year  the  company  paid 
S378  million  for  its  stake  in  ast  Re- 
search, becoming  the  first  Korean  corn- 
pan)'  to  buy  such  a  large  share  in  a  major 
U.S.  computer  company.  AST  will  get  a 
steady  supply  of  Samsung's  memory 
chips  and  PC  monitors,  while  the  Kore- 
ans will  get  help  with  their  PC  business. 
But  AST,  for  all  its  past  successes,  lost 
money  last  year  and  faces  daunting 
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Special  Advertising  Supplement 


Attend  a  Barry  Kaye  video 
seminar  and  reduce  your 
estate  tax  costs  up  to  90% 

Barry  Kaye,  estate  tax  cost  discount  expert  has  been  a  trusted 
advisor  to  America's  wealthy  tor  years.  Now,  you  can  master  the 
concepts  that  have  saved  more  than  $3  billion  for  savvy  investors. 
Study  Kaye's  informative  video  seminar  in  the  privacy  of  your  home 
and  learn  how  to  effectively  reduce  estate  tax  costs  by  up  to  90%; 
increase  charitable  contributions  at  no  cost;  optimize  your  $600,000 
estate  tax  exemption  up  to  ten  times;  and  much,  much  more.  A 
"must  see"  for  anyone  who  values  their  financial  security  and  that 

Of  their  Offspring.  By  Arlene  Davidson 

estate  planning  errors  that  can  decimate 
their  estates  as  surely  as  a  2,500  point 
stock  market  crash! 

Getting  the  attention  of  the  affluent 
audiences  who  attend  his  seminars,  he 
implores  them, "Don't  be  a  victim  of 
conventional'wisdom.  Use  your  intelli- 
gence. Use  logic  and  common  sense. 
Don't  you  understand  that  the  more  you 
have,  the  more  your  mistakes  will  cost  you!" 

According  to  Kaye,  some  of  the  biggest 
mistakes  made  by  the  wealthy  are: 

1)  Losing  50%  or  more  of  their  net  worth 
to  estate  tax  costs 

2)  Failing  to  leverage  their  IRA,  Keogh  or 
pension 

3)  Believing  muni-bonds  are  completely 
tax  free 

4)  Thinking  liquidity  is  protection  from 
the  devastation  of  estate  taxes 

5)  Giving  their  favorite  charities  only  a 
fraction  of  what  they  could  give  them 

SEVEN  WAYS  TO  OPTIMIZE  YOUR 
WEALTH 

Kaye  claims  that  using  life  insurance  as 
the  funding  mechanism,  he  can  safely 
and  legally  maximize  your  heirs'  legacy 
beyond  your  wildest  dreams. 

With  his  Optimal  Plan,  you  can: 

1)  Double  your  gross  estate  and  triple 
your  net  estate 

2)  Reduce  estate  tax  costs  up  to  90% 


If  you  have  never  attended  a  Barry  Kaye 
Wealth  Creation,  Preservation  and  Optim- 
ization Seminar,  or  have  attended  but  not 
acted,  his  dynamic  2*/2  hour  video  semi- 
nar, filmed  at  the  world  renowned  Regent 
Beverly  Wilshire  hotel,  provides  the  ideal 
opportunity  to  discover  his  enlightening 
new  concepts.  At  just  $69.95,  you  can't 
afford  to  miss  the  valuable  information 
offered  in  these  thought-provoking 
seminars.  And  for  a  limited  time,  when 
you  purchase  the  video,  Kaye  will  include 
a  copy  of  his  best  selling  book,  Die  Rich 
and  Tax  Free!  at  no  additional  cost. 

FIVE  ESTATE  PLANNING  MISTAKES 

Kaye  believes  it  is  imperative  for  those 
with  estates  valued  at  $2  million  or  more 
to  take  precautions  NOW  to  prevent  tragic 


3)  Increase  your  generation  skipping 
exemptions  to  $100  million 

4)  Increase  muni-bond,  CD  and  T-bi 
yields  up  to  20% 

5)  Increase  your  $600,000  estate  tax 
exemption  up  to  $6  million 

6)  Increase  your  $1  million  pension 
to  $5  million 

7)  If  your  estate,  like  that  ofjacque 
Kennedy  Onassis,  is  valued  at  $1 
million  or  more,  quadruple  your  hi 
legacy  with  the  Estate  Plan  For  1 
Mega-Buck  Rich 
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LIFE  INSURANCE  AT  NO  COST 
DURING  YOUR  LIFETIME 

If  you  qualify,  you  can  buy  life  insur, 
to  pay  your  taxes  and  pay  nothing  i 
you  die.  You  need  sell  no  assets  and 
no  capital  gains  tax.  When  you  die,; 
cipal  and  interest  will  be  repaid  and  nr1 
out  against  your  assets,  resulting  ii 
reduction  equivalent  to  a  55%  estab 
bracket  deduction.  With  this  incred 
tax  deductible  plan,  your  heirs  will  re 
substantially  more  than  they  would  I lcieas 
realized,  at  no  cost  whatsoever. 

,i  come 


NO  CHARGE  FOR  CONSULTATION 

Kaye,  who  has  given  hundreds  of 
nars  on  wealth  creation,  preservation'  ™>n5 
optimization,  does  not  charge  potei  iximi 
clients  personal  consultation  fees.  Accoti  nirrJii 
to  Kaye,  who  has  appeared  on  nation^ 
and  written  several  best-selling  boo 
the  subject  of  estate  tax  cost  discouri 
"I've  heard  all  the  arguments  agaira 
insurance,  and  none  of  them  make  s 
Life  insurance  is  an  invaluable  fin< 
tool  that  can  prevent  the  decimation  c 
by  estate  taxes.  If  I  can't  convince  yolva , 
I  can  protect  your  family's  legacy,  i 
don't  get  paid.  It's  simple.  I  only  ean 
commission  when  you  become  my  I 


ere* 


nyyoui 
Hi  cost 

felthO, 

1  la 


:"[[ 


d]oivf 
to 


SEND  FOR  FREE  INFORMATION 

Call  Wealth  Creation  Centers  at  (800)  93 
for  information  about  how  to  get  a 
of  Barry  Kaye's  video  seminar  and 
Even  if  you  don't  take  advantage  < 
special  offer  be  sure  to  send  for  K 
FREE  report,  12  Wealth  Preserva 
Strategies,  and  a  customized  pre 
tailored  to  your  specific  financial  siti  I  j 

©1995  Wealth  Creation  Centers'  Barry  Kaye  As:    b  r. 
All  figures  depend  on  your  age,  sex,  marital  statu 
non-guaranteed  current  assumptions  of  interest  and       4 !  s 
using  an  individual  or  last-to-die  life  insurance  po  (  ||j,,j 
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IF  YOU'RE  WORTH  OVER  $2  MILLION 

IARRY  KAYE  WILL  GIVE  HIS 
SEMINAR  IN  YDUB  HOME 

Barry  Kaye,  financial  advisor  and  author,  will  show  you  how  to 
I  preserve  enormous  wealth  for  your  family  for  generations  to  come 


LRN  HOW  TO: 

deduce  your  estate  tax 
losts  up  to  90% 

I  crease  your  $600,000  estate  tax 
Jemption  up  to  $6  million 

leverage  your  IRA  and  pension 
1-20  times 

l/oid  forced  liquidation 

1:11  appreciated  property  with 
f>  capital  gains  taxes 

lcrease  your  $10,000  annual 
1  >c-free  gifts  to  $1  million 

lake  your  municipal  bonds 
•Icome  and  estate  tax  free 

•lcrease  your  charitable  contri- 
1  itions  at  no  cost 

1  aximize  the  earning  power  of 
:»ur  discretionary  funds 

ly  your  estate  taxes  at  effectively 
»  cost  to  you 

V^fealth  Creation  Centers  Barry  Kaye  Associates'" 

depend  on  your  age,  sex,  marital  status  and  non-guaranteed  current  assumptions  of  interest  and  mortality,  using  an  individual  or  last-to-die  life  insurance  policy. 


■  Borrow  away  your  taxes 

■  Increase  yields  up  to  20% 

■  Sell  your  business  or  real  estate 
for  triple  its  value 

■  Recover  all  business  and  invest- 
ment losses 

■  Plus...many  new  wealth  creation 
and  preservation  concepts  and 
money  saving  ideas 

Barry  Kaye  is  the  originator  of  the 
most  successful  Wealth  Creation  and 
Preservation  seminars  anywhere.  If 
you  have  never  attended  one  of  his 
seminars,  or  have  attended  but  have 
not  acted,  stop  procrastinating.  Don't 
wait  until  you  lose  your  health  —  or 
your  life!  Attend  a  Barry  Kaye  video 
seminar  now,  in  the  comfort  and 
privacy  of  your  own  home.  And  take 
advantage  of  his  enlightening  new 
concepts,  all  designed  to  optimize  and 
preserve  your  wealth. 


ECIAL  SEMINAR  VIDEO  OFFER 


wait  another  minute!  Here's  an 
lible  opportunity  to  get  your 
:opy  of  Barry  Kaye's  dynamic 
r.  estate  tax  cost  discount  video 
\ar,  Save  A  Fortune  On  Your 
e  Taxes  and  best  selling  book, 
'   Ich  And  Tax  Free!  at  an  unprece- 
'    i  low  price.  Call  now  and  you 
Iso  receive  his  valuable  report, 
alth  Preservation  Strategies,  three 
nation  packed  Forbes  reprints 
personal  financial  status  sheet. 
n  your  completed  financial 
to  receive  a  no  obligation  cus- 
roposal.  Or  call  for  a  FREE 
Ration. 


2V2  hr.  video 
$100.00 


1 1 

Please  send  me  the  book,  Die  Rich  And  Tax 

Free!  and  the  video  seminar,  Save  A  Fortune 
On  Your  Estate  Taxes.  I  am  enclosing  $69.95. 
S&H  and  ST  included.  Money  back  guarantee. 


BARRY  KAYE 

Best  selling  book 
$29.95 

BOOK  &  VIDEO,  A  $130  VALUE 

"Barry  Kaye  once 

again  conveys  the 

concept  that  insurance  can  not  only 

preserve  worth,  but  increase  it." 

Malcolm  S.  Forbes,  Jr.  Ed.-in-chief,  Forbes 
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Phone  Home  (       ) 


Bus  (       ) 
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CALL  TOLL  FREE 

(800)  932-5841 

write  or  fax  to 
Wealth  Creation  Centers' 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates' 

1901  AVE.  OF  THE  STARS'LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310)282-0775 

©1995  Wealth  Creation  Centers  Barry  Kaye  Associates' 


Samsung  Group 
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Risk  taker 

Samsung  Electronics  is  a 
success  story  of  epic  pro- 
portions. Little  over  a  de- 
cade ago,  the  company  was 
known  mainly  for  making 
cheap  black-and-white  TV 
sets  and  Third  World 
products  like  electric  fans 
and  rice  cookers.  Then 
founder  Lee  Byung  Chull, 
already  well  into  his  70s, 
made  the  boldest  decision 
of  his  life.  He  plunged 
into  semiconductors. 

It  was  1983.  The  per- 
sonal computer  revolution 
was  just  under  way.  Semi- 
conductor makers,  espe- 
cially American  compa- 
nies like  Mostek,  Micron 
Technologies,  Intel  and 
Texas  Instruments,  were 
scrambling  to  capture  a 
chunk  of  the  dram  market; 
at  the  time  drams  ac- 
counted for  up  to  half  the 
value  of  a  low-end  PC. 
Samsung  decided  to  get 
into  the  game. 

Japanese-educated  Lee 
Byung  Chull  exploited  his 
close  personal  friendship 
with  top  corporate  leaders 
in  Japan  to  get  advice  and 
production  technology. 
Samsung  benefited  from 


U.S.  technology,  partly  li- 
censed from  Mostek  and 
partly  gleaned  from  Sam- 
sung's U.S. -trained  engi- 
neers. Samsung  also  used 
Texas  Instruments'  tech- 
nology, for  which  it  was 
eventually  forced  to  pay 
royalties. 

Samsung  shelled  out 
$800  million  to  set  up  pro- 
duction. With  maniacal 
energy  the  Samsung  people 
got  the  Kiheung  plant  up 
and  running  in  half  the  time 
it  took  other  chipmakers 
to  establish  similar  facilities. 

Then,  in  1985,  the  big 
Japanese  firms  like  NEC, 
Toshiba,  Hitachi  and  Fu- 


jitsu dumped  a  huge  quan- 
tity of  memory  chips  on 
the  market.  Prices  crashed. 
Many  of  the  big  U.S.  pro- 
ducers, including  AT&T, 
Mostek  and  Intel,  aban- 
doned the  dram  business 
by  1987.  The  Japanese 
producers  cut  back  on  their 
investment  in  new  pro- 
duction. Samsung  was 
bleeding  red  ink  as  well, 
but  Lee  Byung  Chull  had 
guts.  "If  we  give  up  now, 
how  are  we  going  to  get 
back  our  investment?"  he 
told  his  managers.  "The 
only  way  to  survive  is  to 
go  forward." 

In  1987  the  U.S.  gov- 


ernment slapped  100% 
antidumping  duties  on 
the  Japanese  chipmakers 
and  forced  them  to  open 
the  Japanese  market  to  foi 
eign  producers.  Prices 
rose.  Samsung,  one  of  the 
few  non-  Japanese  dram 
makers  left,  rushed  into 
both  the  American  and 
the  Japanese  markets.  San 
sung  was  on  its  way  to 
being  profitable  and  the 
largest  dram  producer  in  i 
the  world.  When  the  old 
man  died  in  the  autumn 
of  1987,  company  official 
proudly  placed  a  1 -mega- 
bit dram  on  his  grave. 

-P.K.  ■ 


twr 


i 


DRAM  production 
at  Kiheung 
The  red  ink 
flowed,  but 
Samsung 
founder  Lee  Byui 
Chull  had  guts: 
"The  only  way  tot 
survive  is  to  go 
forward." 
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competition.  What's  more,  the  AST  deal 
puts  Samsung  into  competition  with 
some  of  its  biggest  customers. 

Not  all  the  businesses  are  as  healthy 
as  the  electronics  business.  Samsung 
Electronics  has  long  been  nursing  a 
sister  company  called  Samsung  Gen- 
eral Chemical.  Earlier  this  year,  with 
the  petrochemicals  business  turning 
up,  Samsung  Electronics  sold  its  32% 
stake  in  General  Chemical  for  a  nom- 
inal sum  to  two  struggling  sister 
companies — aerospace  and  con- 
struction. Samsung  Electronics  took 
a  $190  million  writeoff  on  the  sale, 
which  will  benefit  its  sister  compa- 
nies— a  capital  transfusion  from  the 
electronics  company  to  the  strug- 
gling aerospace  and  construction 
businesses.      Samsung      Electronics 
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shareholders  were  not  pleased. 

Where  next  for  Samsung?  Along 
with  the  other  Korean  conglomer- 
ates, it  plans  a  massive  invasion  of  the 
world  auto  business.  This  may  well 
represent  the  biggest  single  gamble 
Samsung  has  ever  taken.  With  help 
from  Japan's  Nissan  Motor,  Samsung 
is  building  a  car  assembly  plant  in  the 
southern  city  of  Pusan.  It  expects  to 
be  producing  500,000  vehicles  a  year 
by  2002.  The  estimated  cost  for  the 
whole  auto  venture:  $10  billion. 

Is  this  a  wise  time  to  try  breaking 
into  the  crowded  world  car  market? 
That's  a  matter  of  opinion,  but  what 
isn't  a  matter  of  opinion  is  where 
Samsung  is  going  to  get  the  equity 
capital:  from  Samsung  Electronics 
and  other  cash-rich  Samsung  subsid- 


iaries, such  as  the  computer  scree 
company. 

Kang  Jin  Ku,  the  company's  eld 
statesman  who,  together  with  Lee 
father,  created  Samsung's  semico 
ductor   business,   is    now   honors 
chairman  of  Samsung  Electronics.  J 
seems  less  than  charmed  by  the  am 
venture,    when    he    says    delicate 
"Chairman    Lee   says   that   witho 
automobiles  it's  very  difficult  for  K 
rean  companies  to  find  competitil 
products  to  export.  I  don't  know 
what    extent    it's    true."    He    ad< 
"Chairman  Lee  is  a  very  young  mar 

The  "very  young  man"  is  obviou 
determined  to  put  his  mark  on  Sai 
sung.  It  remains  to  be  seen  whetl 
his  big  gambles  will  turn  out  as  well 
his  father's.  I 
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I  ident  acorn  woodpecker  bores  small  holes  in  trunks  of  dead  trees  to  store  an  adequate  food  supply  for  the  cold  winter  months  to  come. 


Nature  teaches  creatures  to  provide  for  the  future.  It's  an  essential  precaution  for  the 
acorn  woodpecker.  It's  also  an  important  lesson  for  today's  industries.  A  company's 
success  depends  on  its  ability  to  identify  future  needs  and  invest  well  ahead  of  time. 

After   all, 
effective   logistics   depend   upon   timely   investments 

That's  why  Schott  decided  to  invest  in  a  production  facility  in  the  United  States  in  1989  for 
CERAN®  glass-ceramic  cooktop  panels.  With  the  flexibility  to  provide  both  our  product  and 
our  technical  expertise  in  the  U.S.,  we  can  meet  the  individual  needs  of  our  American  customers 
even  more  efficiently.  This  not  only  means  shorter  delivery  time 
for  this  best-selling  cooktop  panel,  but  prompt  service  as  well.  If 
you  would  like  to  learn  more  about  CERAN®  glass-ceramic  cooktop 
panels  or  find  out  more  about  the  Schott  Group  of  companies,  write  to: 


The  CERAN*  glass-ceramic 

panel  is  the  heart  of  the  ceran-      Schott  Corporation,  Dept.  FB4,  3  Odell  Plaza,  Yonkers,  NY  10701. 

TOP-SYSTEM",  developed  by 

schott  in  close  cooperation         Maintaining  our  position  as  a  leader  in  special  glass  is  not 

with  specialists  in  all  areas  of 

the  cooking  products  field-        enough.  Our  goal  is  to  be  a  leader  in  customer  orientation  - 

from  appliance  manufacturers 

to cookware producers.  finding    ways    to    take    our    customers    further. 


E3  SCHOTT 

Total    Customer    Care 
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The  curse  of 
central  banking 


BY  STEVE  H.HANKE 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at 
The  Johns  Hopkins 
University  in  Baltimore. 


Central  banks  are  a  curse  on  developing 
countries.  This  is  something  investors  should 
keep  in  mind  when  deciding  whether  to  put 
money  in  developing  markets.  As  more  coun- 
tries dump  their  central  banks,  new  invest- 
ment opportunities  will  present  themselves. 

Keep  this  in  mind:  Eighty-five  percent  of 
the  world's  population  resides  in  the  develop- 
ing countries.  Most  of  these  countries  have 
their  own  central  banks.  And  most  have  a  terri- 
ble record.  They  produce  little  more  than 
high  rates  of  inflation  and  third-rate  currencies. 
Last  year  the  132  developing  countries  regis- 
tered a  weighted  average  inflation  rate  of  48%. 
At  that  rate  it  will  take  only  five  years  for 
inflation  to  destroy  86%  of  the  value  of  those 
countries'  currencies.  You  invest  in  these 
countries  at  your  peril. 

To  avoid  being  robbed  by  inflation,  many 
citizens  in  developing  countries  unload  their 
third-rate  currencies  like  hot  potatoes,  surrep- 
titiously replacing  them  with  "stable"  curren- 
cies. That  is  why  about  30%  to  40%  of  the 

As  more  developing 
countries  like  Argentina  and 
El  Salvador  dump  their 
central  banks,  investment 
opportunities  will  open  up. 


German  marks  and  60%  to  70%  of  the  U.S. 
dollars  in  circulation  are  used  abroad,  rather 
than  domestically.  When  people  prefer  even  the 
flimsy  dollar  to  their  own  currencies  it  is  a  sign 
that  something  is  badly  wrong.  What  is  wrong  in 
many  cases  is  the  central  bank. 

But,  if  not  central  banks,  then  what?  There- 
are  two  alternatives  for  developing  countries:  A 
stable  foreign  currency  can  be  used  either  di- 
rectly via  "dollarization,"  or  indirectly  via  a  cur- 
rency  board. 

The  most  recent  country  to  question  the 
wisdom  of  central  banking  is  little  El  Salvador. 
After  a  careful  study  of  the  matter,  the  gov- 
ernment determined  that  there  were  only  two 
benefits  to  having  a  national  currency:  the 
seignorage  earned  through  the  inflation  tax 
and  the  national  svmbolism  attached  to  hav- 
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ing  its  own  money  in  circulation.  The  people 
running  the  country  finally  realized  that 
these  benefits  were  trivial  in  comparison  witn 
the  costs  of  retaining  the  central  bank.  This 
benefit-cost  calculus  is  noteworthy  because  a 
Salvador's  central  bank  has  a  good  record, 
when  measured  against  other  developing  cour* 
tries.  Even  during  the  height  of  El  Salvador's  I] 
civil  war,  annual  inflation  reached  only  33%  ant 
last  year  it  was  10.8%. 

As  part  of  a  plan  to  rid  itself  of  a  central 
bank,  the  Salvadorian  government  recently  anji 
nounced  that  it  would  start  replacing  the  co 
Ion  with  the  U.S.  dollar  during  the  first  half  oi 
1996.  By  riding  on  the  coattails  of  the  Federal 
Reserve,  El  Salvador  will  have  a  relatively  stabj 
currency.  In  addition,  it  will  have  absolutely 
no  exchange  rate  risks  vis-a-vis  the  dollar  be-  I 
cause  there  will  be  no  exchange  rate.  Coupled 
with  El  Salvador's  far-reaching,  free-market  rd 
forms,  dollarization  will  lower  inflation  to 
U.S.  levels  and  further  fuel  economic  growth, 
which  was  a  solid  5.8%  in  1994. 

Investors  take  note.  El  Salvador's  govern- 
ment  paper  is  yielding  12%. 

Panama  has  been  dollarized  for  a  number 
of  years,  with  excellent  results.  During  the 
1990s  economic  growth  averaged  6.74%, 
while  inflation,  on  average,  was  a  mere  1.28% 

For  developing  countries  that  do  not  want 
to  forgo  the  benefits  of  issuing  their  own  mono| 
and  earning  seignorage,  a  foreign  currency 
can  be  used  indirectly.  This  can  be  accomplishe 
by  replacing  the  central  bank  with  a  currency 
board.  Under  this  arrangement,  the  national 
money  issued  by  a  board  is  fully  backed  with  ; 
reserve  currencv  and  is  freely  convertible  wit 
the  reserve  currency  at  a  permanently  fixed 
exchange  rate. 

One  of  the  advantages  of  a  currency  boaro 
system  is  that  the  reserve  assets  it  holds,  usuah1 
U.S.  government  bonds,  earn  interest  for  tho 
government,  while  the  corresponding  liabil 
ities — that  is,  the  nation's  currency — do  nott 
pay  interest.  So  the  government  makes  a  prof' 

Argentina  installed  a  currency  board-like 
system  on  Apr.  1,  1991.  I  first  alerted  readfl 
of  this  column  to>the  investment  opportune 
ties  being  served  up  in  Argentina  in  my  Dec 
19,  1994  column.  This  year's  top-ranked  mu 
tual  fund  in  Argentina,  the  Toronto  Trust,  fc 
lowed  that  advice  and  fully  invested  in  peso- 
denominated  Argentine  debt.  Since  Jan.  1,  tl 
Toronto  Trust  is  up  by  almost  50%.  Some 
peso-denominated  government  bonds  are  sti 
yielding  about  27%.  Adjusted  for  country  ris! 
these  bonds  continue  to  provide  excellent 
investment  vehicles. 

As  more  countries  dump  their  central 
banks,  there  will  be  other  investment  oppc 
tunities.  Watch  for  them.  H 
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j'om  Evans  was  the  quintessential  raider 
ind  asset  stripper.  His  son  prides  himself 
>n  running  a  good  day-to-day  business. 

The  apple 

fell  far  from 
the  tree 


y  Thomas  Jaffe 


Thomas  Mellon  Evans  is  now  85  and 
gets  around  in  a  wheelchair  on  bad 
days,  but  this  Pittsburgh  native  once 
made  boardrooms  quake  as  one  of  the 
earliest  of  the  Wall  Street  raiders  and 
asset  strippers.  In  the  1950s  and  1960s 
Tom  Evans  waged  one  nasty  takeover 
battle  after  another,  neither  asking  for 
quarter  nor  giving  it.  And  whether  he 
won,  as  in  the  case  of  Crane  Co.  and 
cement  maker  Medusa  Corp . ,  or  lost,  as 
with  Westinghouse  Air  Brake  and  Ana- 
conda, he  usually  walked  away  pockets 
bulging  with  loot. 

His  51 -year-old  son,  Robert  Shel- 
don (Shell)  Evans,  today  runs  what  is 
left  of  the  empire,  and  he's  cut  from  a 
very  different  cloth.  The  chairman  of 
Crane,  Shell  Evans  looks  a  bit  like 
Robert  Redford  tucked  into  a  busi- 
ness suit.  A  graduate  of  the  University 
of  Pennsylvania  and  Columbia  Busi- 
ness School,  he  took  over  the  $1.8 
billion  (estimated  1995  sales)  maker 


Crane  Co.'s 
Shell  Evans 
He's  expanding 
by  plowing  cash 
flow  back  into 
the  company;  his 
father  bought 
assets  on  the 
cheap  and  pulled 
cash  out. 
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choice  when 

every  word  is 

worthy  of  note 
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Generation  gap 

of  industrial  equipment  1 1  years  ago 
(see  box,  p.  76). 

Unlike  his  sometimes  charming, 
sometimes  abrasive  father,  Shell  Ev- 
ans radiates  an  understated  Fairfield 
Count)'  upper  crustness — he  refers  to] 
his  54-foot  sloop  as  a  "sailboat." 
Where  his  father  was  essentially  a  raid- 
er, impatient  of  details  and  bored  with 
running  businesses,  Shell  Evans  is  d 
manager. 

During  the  25  years  old  Tom  ran 
Crane,  his  constant  asset  sales  reH 
duced  it  from  a  proud  name  in  plumb- 
ing, second  in  the  U.S.  market  behind 
only  American  Standard,  to  a  third- 
rate  player  with  a  continuing  presence 
in  Canada  but  none  in  the  U.S. 

Forbes  spoke  with  one  Wall 
Streeter  who  used  to  work  for  Tom 
Evans.  Our  source  recalls  buttonhol- 
ing Tom  in  the  office  corridor  ori 
learning  that  he  wanted  to  buy  into  i 
certain  company.  The  chap  suggested 
Evans  invest  in  one  of  its  competitors 
instead.  "Why  are  you  wasting  my 
time?"  snapped  Evans,  cutting  hinr 
off  "That  company  has  good  man-i 
agement  and  modern  facilities.  What 
can  I  do  for  it?" 

Then  Evans  turned  on  a  dime  and 
harrumphed  down  the  hall.  Well-run 
companies  weren't  his  thing.  Htl 
wanted  assets  cheap,  and  well-run 
assets  don't  come  cheap. 

"I  would  rather  make 
ten  $50  million  deals 
that  fit  in  with  things 
we're  doing  and  know  how 
to  manage  than  one 
$500  million  deal." 


Based>  in    Stamford,    Conn.,    th 
Cr^ne  that  Shell  Evans  runs  is  still  I 
conglomerate,  though  concentrate* 
in  industrial  equipment.  It  makes  I 
dustrial  pumps  and  valves,  aerospac 
systems  and  equipment,  engineers 
materials,    controls    and    electron 
vending  machines,  and  is  a  wholesa 
distributor    of    building    product 
These  businesses  he  is  expanding  t 
plowing  cash  flow  back  into  the  conr 
pany  rather  than,  a  la  Tom,  using  itt 
buy  more  cheap  assets.  These  dai 
they're  well-run  businesses. 
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Generation  gap 


Crane  has  changed  in  other  ways 
since  Shell  Evans  took  it  over.  For  one 
thing,  under  Shell  Evans  Crane 
bought  in  a  lot  of  its  own  shares.  "We 
didn't  see  opportunities  that  were 
really  attractive,"  says  Evans,  "so  we 
were  giving  money  back  to  the  share- 
holders." From  1984  through  mid- 
1993  Crane  spent  roughly  $250  mil- 
lion buying  back  its  stock,  at  an  aver- 
age price  of  less  than  $15  a  share. 
Today  those  shares  fetch  about  $36. 

Another  key  to  Crane's  makeover 
was  that  Shell  Evans  exited  two  of  his 
father's  main  acquisitions,  both  capi- 
tal-intensive,   low-profit    businesses, 


steel  and  cement.  But  now  it  is  a  fairly 
well  focused  company.  Between  the 
fall  of  1993  and  the  spring  of  1994 
Evans  made  five  smallish  acquisitions, 
all  fitting  with  existing  Crane  busi- 
nesses. Their  total  cost:  $336  million. 
Says  Evans,  in  1995  the  five  will  ac- 
count for  $460  million  of  sales  and 
$57  million  of  operating  profits,  both 
up  sharply.  In  Shell  Evans'  book, 
that's  a  good  investment:  Within  a 
short  time  of  his  buying  them,  these 
operations  are  returning  Crane  close 
to  17%  in  operating  profits  against  the 
purchase  price.  Throw  in  depreciation 
and  amortization,  and  he  paid  just  five 


times  cash  flow. 

Case  in  point:  Eldec,  a  maker  oil 
position  indication  and  control  sys-l 
terns  for  commercial  aircraft  thatl 
Crane  paid  $82  million  for  last  yearJ 
Eldec  had  never  made  money  before! 
Crane  bought  it,  but  Evans  calls  it  a! 
"rich  opportunity."  After  selling! 
some  assets  and  slashing  employee! 
rolls  by  25%,  Eldec  boasts  a  209fl 
operating  margin — and  that's  with-] 
out  any  pickup  in  aerospace. 

The  steel  company  Shell  Evansl 
shed  was  no  loss:  An  ancient  Colora-] 
do  operation,  CF&I  Steel  Corp.,  went] 
bankrupt  five  years  after  he  spun  it  oflj 


Daddy  dearest 

Some  sons  inherit  a  busi- 
ness because  their  fathers 
want  them  to  inherit  it. 
Robert  Sheldon  (Shell)  Ev- 
ans took  over  pop's  com- 
pany over  pop's  strong 
objections. 

In  1984  Crane  Co.  had 
a  lot  of  problems  the  elder 
Evans  didn't  want  to  deal 
with,  like  what  to  do  about 
its  struggling  CF&l  Steel 
unit.  He  didn't  think 
Crane's  management,  led 
by  Shell,  was  up  to  the  task, 
so  he  backed  a  leveraged 
buyout  of  Crane  by  an  out- 
side group.  But  the  board 
sided  with  Shell,  and  Tom 
Evans  sold  what  was  left 
of  his  shares  back  to  Crane 
and  walked  away. 

Shell's  elder  brother 
Edward  ( Ned),  53,  also  got 
rough  parental  treat- 
ment. In  the  late  1970s  he 
was  managing  H.K.  Por- 
ter, Tom  Evans'  flagship 
company,  a  grab  bag  of 
industrial  businesses  that 
also  held  a  big  stake  in 
publisher  Macmillan.  After 
father  and  son  had  a  fall- 
ing out,  Tom  Evans  fired 
Ned  from  Porter  in  the 
early  1980s  and  Ned 
moved  over  to  head  up 
Macmillan.  In  a  huff,  Tom 
Evans  demanded  Mac- 
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millan  buy  out  Porter's 
stake  in  the  company, 
which  it  did — for  under 
$50  million.  Tom  Evans 
was  to  pay  dearly  for  not 
supporting  his  son. 

In  1988  Robert  Max- 
well bought  Macmillan  for 
$2.6  billion.  "If  he'd  just 
sat  still  and  waited  six 
years,"  sighs  Shell,  "he'd 
have  made  $500  million  in 
the  deal."  But  patience 
was  never  Tom  Evans' 
strong  suit,  and  he  had 
little  confidence  in  his  sons. 

Ned  Evans,  thanks  to 
his  Macmillan  stock  and 
golden  parachute,  pock- 
eted more  than  $75  million 
from  the  takeover.  He 
now  lives  on  a  big  farm  in 
Virginia  breeding  horses. 

Tom  Evans,  though 
old  and  ailing,  keeps  an  of- 
fice in  Manhattan  that, 
says  Shell,  he  visits  a  few 
days  a  week  to  check  on 
his  remaining  interests.  He 
is  almost  forgotten  while 
new  generations  of  take- 
over artists  took  the  tech- 
niques he  invented  and  car- 
ried them  out  on  a  far 
grander  scale.  Tom  Evans' 
investment  portfolio  has 
shrunk  and  now  consists 
only  of  privately  owned 
$200  million  (sales)  HBD 
Industries,  formerly  H.K. 
Porter,  and  47%  of  Fan- 
steel,  a  small,  marginally 


Thomas  Mellon  Evans  at  the  track 

If  only  he'd  bet  on  his  sons  the  way  he  rooted  for  his  horses. 


profitable  maker  of  special 
ty  metal  products. 

Recently,  Shell  says,  he 
offered  to  assist  his  father 
on  some  personal  busi- 
ness. "He  called  me  back 
and  said,  'What  the  hell 


would  you  know?  You're? 
too  goddamn  busy 
anyway.'  "  Most  men 
would  take  pride  in  their 
children's  ability.  Cantan- 
kerous old  Tom  seems  to 
resent  it.  -T.J.    ■ 
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to  shareholders.  The  cement  opera- 
tion was  another  matter.  In  1988  he 
also  spun  off  Medusa.  Why?  Evans 
says  he'd  had  Medusa  on  the  auction 
block  since  1984  without  any  takers 
for  it  at  what  he  considered  a  decent 
price.  Then  one  day  Crane  stock  start- 
ed rising;  rumor  had  it  someone  want- 


ed to  bid  for  Crane  to  get  Medusa  and 
dump  the  rest.  Remembers  Evans:  "I 
said  to  myself,  'Well,  jeez,  I'm  going 
to  lose  my  job  over  something  Eve 
been  trying  to  do  for  four  years.  I'll  be 
damned  if  I'll  let  that  happen.'  So  we 
said  here  it  is  and  spun  it  off." 

However,  Evans  has  kept  his  Me- 
dusa shares,  remains  as  its  chairman, 
and  those  Crane  shareholders  who 
kept  their  Medusa  shares  have  also 
done  well.  After  a  long  dry  spell,  the 
cement  business  has  picked  up,  and 
S305  million  (estimated  1995  sales) 
Medusa  is  starting  to  make  good 
money.  Next  year  Medusa  should 
earn  around  $49  million,  or  $2.80  a 
share,  up  from  56  cents  a  share  in 
1992.  Since  1993  its  stock  has  gone 
from  12  and  change  to  the  high  20s. 

Meanwhile,  Crane  itself  now 
churns  out  buckets  of  cash  that  bol- 
ster its  balance  sheet.  By  mid- 1994 
Evans'  recent  focused  acquisitions 
had  run  long-term  debt  to  over  $450 
million;  by  year-end  he  will  have  paid 
it  down  to  just  $270  million. 

This  year  Crane  will  earn  over  $70 
million,  or  around  $2.40  a  share,  up 
some  30%  over  1994.  Estimates  are 


Electronic  vending  machine  and  fluid  handling  equipment  from  Crane 

A  different  conglomerate  from  the  one  Shell  Evans  took  over  11  years  ago. 
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that  next  year  per-share  earnings  will  I 
be  $2.80.  Crane  stock  is  up,  too.  Iti 
broke  out  of  its  doldrums  last  fall  and  I 
has  since  risen  roughly  50%,  to  aJ 
recent  36.  Evans  owns  a  4%  stake  in| 
Crane,  including  options,  now  worth 
$45  million,  and  4%  of  Medusa  worth] 
nearly  another  $20  million. 

"If  I  thought  we  were  in 
the  1950s,  when  you  could 
steal  companies  and  create 
value  that  way,  I  would 
pursue  that  strategy,  but  I 
don't  think  that's  the  way 
the  world  is  today." 


Will  there  be  more  deals?  Yes.  Small 
ones,  most  likely,  not  Tom  Evans-sizeA 
megadeals.  "I  would  rather  make  teni^ 
$50   million   deals   that   fit   in   withl 
things  we're  doing  and  know  how  fc 
manage  than  one  $500  million  deal," 
says  Shell  Evans.  'If  I'm  wrong  on  the 
$500   million  deal,  I   got  just  one 
chance.  But  if  I  do  ten  $50  million 
deals,  I  could  be  wrong  on  three  ol 
them  and  still  win." 

Whether    consciously    or    uneon-i| 
sciously,  Shell  Evans  quite  obviously 
has   not   modeled   himself  after  hisii 
father.  Of  Tom  Evans  he  says:  "He 
was  never  really  an  operator.  He  was  < 
financial  guy — a  balance  sheet  buyer 
He  would  buy  something  for  less  thar. 
book  value  and  figure  the  worst  thai 
could  happen  was  he'd  liquidate  ii 
and  come  out  okay.  What  he  didn' 
want  to  do  was  lose  money  on  th<i| 
deal.  If  he  knew  his  downside  w; 
covered,  then  he  figured  the  upsid 
would  probably  take  care  of  itself 

"It  was  a  very  shrewd  policy  in  th< 
Fifties  and  $ixties,"  he  goes  oni 
"when  there  were  highly  inefticien 
markets:  buying  undervalued  assets 
running  them  for  cash  and  selling  of 
pieces.  The  Eighties  leveraged  buyout 
guys  were  just  taking  a  lot  of  his  deali 
to  their  logical  extension. 

"Ifl  thought  we  were  in  the  1950s 
when  you  could  steal  companies  anci 
create  values  that  way,  I  would  pursu 
that  strategy,  but  I  don't  think  that' 
the  way  the  world  is  today.  I  think  yoi' 
do  it  by  building  strong  businesse. 
and  running  them  well."  Amen.    ■ 
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The  new  Dunlop  D65  H  Touring  has  a  treadwear 
ruling  of420-the  industry's  highest  Uniform  Tire  Quality 
Grading  for  an  "H"  ruled  touring  performance  tire.  That 
means  it's  built  to  last.  But  that's  only  half  the  story.  It's 
also  designed  to  deliver  both  gripping  performance  and 
long  mileage.  It's  two  tires  in  one. 

The  D65  H  Touring  is  a  true  performance  radial  ... 
"H"  rated  for  long-lasting  durability  excellent  wet 
and  dr\  handling,  and  cpo.xy-likc  grip.  Everything 
you'd  expect  from  a  performance  lire. 


At  the  same  time,  the  all-season  D65  H  Touring 
delivers  a  smooth,  quiet,  comfortable  ride-mile  after 
mile  after  mile.  That's  why  Dunlop  has  bached  it  with 
a  60,000  mile  limited  treadwear  warranty.* 

For  your  nearest  Dunlop  Dealer,  look  in  the  Yellow 
Pages  or  call  1-800-548-4714. 

Driving  To  The  Future 

See  limited  mileage  warrant)  brochure  for  full  details. 


While  the  "smart  money"  was  fleeing  the  Philippines, 
Manuel  Villar  was  hanging  in.  He's  got  a  billion-dollar 
fortune  to  show  for  staying  put. 


at  home 


By  Andrew  Tanzer 

Whknthk  Philippines'  Manuel  Vil- 
lar was  developing  planned  commu- 
nities in  Manila  at  the  end  of  the 
1980s,  he  liked  to  compare  notes  with 
his  Thai  friend  Anant  Asavabhokhin. 
The  Thai  home  builder,  founder  of 
Land  &  Houses  Pic.  (FORBES,  Nov.  7, 
1994),  was  building  ever  larger  and 
more  luxurious  Western -style  houses 
in  subdivisions  around  Bangkok.  Vil- 
lar went  the  other  way:  smaller  and 
cheaper. 

Each  in  his  own  way,  the  two  young 
builders  were  reflecting  and  anticipat- 
ing economic  realities  in  their  coun- 
tries. Thailand  in  the  late  1980s  was 
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one  of  the  world's  fastest- growing 
economies,  generating  great  wealth. 
The  Philippines  was  degenerating 
into  the  sick  man  of  Asia,  with  declin- 
ing per  capita  incomes. 

Yet  both  builders  became  billion- 
aires. In  July  Villar  took  his  C&P 
Homes  public  on  the  Philippine 
Stock  Exchange.  The  overseas  por- 
tion of  the  issue  was  oversubscribed 
1 5  times,  with  fund  managers  such  as 
Morgan  Stanley  gobbling  up  shares  in 
the  country1s  largest  developer  of 
low-income  housing  communities. 
Villar,  45,  and  his  wife  still  own  80%, 
now  worth  $1 .4  billion. 


C&P  Homes 
Chairman  Manuel 
Villar 

Addressing 
social  problems, 
earning  profits—  - 
and  getting 
elected  to 
office. 


The    Philippines'    high    birthrate^ 
crowded  households  and  rapid  ruj 
migration  to  the  cities  have  created  I 
massive  pent-up  demand  for  housing) 
estimated  at  nearly  4  million  units  bf 
the  government.  Since  the  1980s  th;' 
government  has  dramatically  expand 
ed   mortgage   subsidies   for   low-fl 
come  housing,  defined  as  units  sellin' 
for  under  $15,000.  c&P  Homes'  avei 
age    concrete-and-steel     house    he 
gross  floor  space  of  345  square  feev 
sits  on  a  540-square-foot  lot  and  sell 
for  under  $12,000. 

Last  year  96%  of  C&p's  home  buyer 
took  out  mortgages  partly  or  entire!: 
financed  under  government  pro 
grams.  Under  some  of  these  pro 
grams,  25-year  fixed-rate  mortgagi 
are  available  at  9%,  versus  a  mark* 
rate  of  nearly  20%. 

"I'm  in  an  industry  where  I  caj 
address  a  serious  social  problem  and  1 ' e 
profitable,"  says  Villar  proudly.  Vill 
was  elected  to  the  Philippine  Congre  i  • 
in  1992  but  is  permitted  by  local  nil 
to  continue  running  his  rapidly  expanj 
ing  home  building  empire. 

Manuel  Villar  Jr.   grew  up  in  j 


«tej 
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At  Ameritech,  we  think  that 
ommunication  technology  should 

a  shining  example  of  simplicity.  That's  why  we 
ive  a  Human  Factors  department.  In  fact,  they 


IF   COMMUNICATION 

TECHNOLOGY  ISN'T  THIS 

EASY  TO   USE,  AREN'T  WE 


STILL   IN   THE   DARK? 


test  our  products  and  services 
with  real  people  at  our  testing 
towns  with  one  purpose  in  mind.  Ensuring  that 
technology  makes  your  life  easier,  not  more  difficult. 


eritech 


Your  Link  to  Better 
Communication 


I  eritech 


Visit  our  site  on  the  Internet 
www.ameritech.com 


Philippine  home  builder 


Manila  slum,  one  of  eight  children. 
He  says  he  first  became  interested  in 
business  as  a  boy  helping  his  mother, 
a  shrimp  vendor  in  the  local  fish 
market.  After  receiving  college  and 
master's  degrees  in  business  admin- 
istration from  the  University  of  the 
Philippines,  he  worked  for  a  local 
accounting  firm,  then  an  invest- 
ment bank. 

In  1975,  age  25,  he  purchased  two 
trucks  to  haul  gravel  and  sand  to 
construction  sites.  The  next  year  he 
built  a  few  houses  as  a  subcontractor 
and  in  1977  started  developing  his 
first  subdivision. 

Like  a  lot  of  people  who  get  rich, 
Villar  got  his  big  break  by  acting 
boldly  in  the  middle  of  crisis.  In  the 
mid-1980s  the  Philippine  economy 
collapsed  in  the  wake  of  the  1983 
assassination  of  Benigno  Aquino. 
Capital  and  many  of  the  elite  lied  the 
country,  with  developers  abandoning 
properties  to  their  bank  creditors. 

Villar  staved  and  bought — often 
for  nothing  down.  By  the  late  1980s, 
when  the  economy  began  to  recover, 
many  of  the  properties  he  acquired 
had  appreciated  by  anywhere  from 
tenfold  to  thirtyfold.  "I've  always 
been  an  optimist,11  says  Villar  over  tea 
in  a  downtown  Manila  hotel  coffee 
shop,  "and   I   never  wanted   to  live 
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outside  the  Philippines.11 

Villar  had  discovered  the  Philippine 
overseas  contract  worker  market. 
While  things  were  bad  at  home,  Filipi- 
nos working  overseas  were  remitting 
large  sums  to  their  folks  back  there.  In 
the  mid-1980s  Villar  made  70%  of  his 
house  sales  to  Filipinos  working 
abroad — maids  in  Hong  Kong  and 
Singapore,  nurses  and  construction 
workers  in  the  Middle  Fast,  seamen 
on  the  high  seas.  These  people  are  big 
savers,  and  buying  a  home  is  a  prime 
savings  objective. 

From  1983  to  1987  the  Philippine 
peso  slumped  from  1 1  to  the  dollar  to 
21  (it  was  recently  26),  handing  a 
windfall  to  overseas  workers  whose 
earnings  were  in  stable  currencies. 
"They  were  the  only  Filipinos  who 
benefited  from  the  economic  crisis, 
and  I  was  practically  the  only  one 
focusing  on  them,11  recalls  Villar. 

Today  there  are  an  estimated  4 
million  Filipinos  working  abroad, 
who  remit  over  $5  billion  a  year  to 

"They  buy  because 
they  want  to . . . 
get  away  from 
their  in-laws." 


Homes  under  construction  (left), 
and  a  completed  home 
Working  off 
that  insatiable  demand 
for  low-cost  housing. 
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their  home  country.  A  Philippine 
maid  in  Hong  Kong  earns  almost  i 
S500  a  month,  while  back  home  the 
monthly  per  capita  income  is  still 
under  $100.  Even  today  Villar  esti- 
mates 35%  of  his  customers  are  Filipi- 
nos working  abroad. 

Villar  considers  lower-income 
home  buyers  stable  customers:  They 
are  purchasing  basic  shelter,  not  spec- 
ulating in  real  estate,  and  they  have  no 
interest-rate  risk  with  the  governl 
ment's  2  5 -year,  subsidized  fixed-in- 
terest loans.  A  typical  customer  is  a 
young  married  couple  living  in  an 
overcrowded  household  with  the 
wife's  or  husband's  extended  family. 
"They  buy  because  they  want  to  be 
independent  and  to  get  away  from' 
their  in-laws,11  he  says. 

The  Philippines  is  no  longer  the 
sick  man  of  Asia.  Under  the  adminis- 
tration of  President  Fidel  Ramos,  GNP 
should  expand  6%  in  1995  and  maybe . 
7%  next  year.  Now  that  the  country  is 
prospering  again,  Villar  has  plenty  of  I 
competition,  but  there's  still  more. 
than  enough  business  to  go  around. 
Villar  is  currently  developing  27  sub- 
divisions and  says  he'll  sell  21,600 
houses  this* year  and  27,000  in  1996. 
The  company  forecasts  earnings  will 
leap  134%  this  year,  to  $75  million, 
and  reach  $98  million  in  1996. 

With  the  economy  prosperous,  a 
bigger  middle  class  is  emerging.  Villar 
is  moving  to  serve  it.  He  is  building 
subdivisions  with  homes  priced  at 
$40,000  to  $120,000.  "The  middle 
class  will  grow  with  the  economy,11  he 
says.  "I've  never  seen  Philippine 
businessmen  as  optimistic  as  they 
are  now."  ■' 
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American  General.  We  Provide 

Retirement  Annuities,  Consumer  Loans, 

ife  Insurance  And  Shareholder  Value. 


American  General  Corporation, 


headquartered  in  Houston,  is  one  of  the 


nation's  largest,  most  successful  con- 


sumer financial  services  organizations. 


We're  a  leading  provider  of  retirement 


annuities,  consumer  loans,  and  life 


insurance.  %  Founded  in  1926,  we  help 


8  million  families  meet  their  financial 


security  needs.  Financial  security  is  also 


important  to  another  group.  Our  share- 


holders. 0  In  fact,  building  shareholder 


value  is  one  of  our  guiding  principles. 


Our   record  speaks  for  itself: 


annualized  total  return  to  shareholders 


of  21%  over  the  last  20  years. ..increased 


dividends  each  year  during  the  same 


period . . .  and   more   recently,   earnings 


have  doubled  over  the  last  five  years. 


H?  Today,  American  General  has  assets 


of  $58  billion  and  shareholders'  equity 


of  $5.3   billion.  Financial  strength 


has  its  rewards,  as  does  our  commit- 


ment to  our  customers  and  our  share- 


holders. II  To  learn  more  about  American 


General  (NYSE:  AGC),  please  contact 


Investor  Relations  at  (800)  AGC-11H 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 
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The  acquisition  that  Eugene  van  As  yearned  to  make 
came  on  the  market  at  the  worst  possible  time. 
He  pulled  it  off  anyway. 

"  You  can't 

plan  acquisitions" 


Sappi-owned  forest 
in  eastern 
South  Africa 
Sanctions  hurt, 
so  Sappi  looked 
overseas. 


By  Michael  Schuman 

A  little-known  South  African  com- 
pany is  emerging  as  one  of  the  biggest 
international  players  in  the  forest 
products  industry.  Under  its  forceful 
chief  executive,  Eugene  van  As,  Sappi 
Ltd.  has  become  a  $3.4  billion  (reve- 
nues) company  with  83%  of  its  sales 
outside  South  Africa. 

Van  As,  a  university  dropout  who 
had  worked  in  South  Africa  for  Italy's 
Olivetti  and  German  soapmaker  Hen- 
kel,  arrived  at  Sappi  in  1977.  Sappi 


was  then  a  small  but  thriving  business 
that  harvested  pine  and  eucalyptus 
trees  in  eastern  South  Africa  and 
turned  the  logs  into  paper  packaging, 
pulp,  newsprint  and  other  products 
for  the  local  market.  But  within  a  few 
years  economic  sanctions  from 
abroad  were  squeezing  the  South  Af- 
rican economy,  and  Sappi  realized  it 
would  have  to  find  overseas  markets. 
"I  had  no  special  knowledge  of 
running  an  international  business,1' 


says  van  As,  now  56,  "but  if  we  didn' 
internationalize,  we  were  condemnec 
to  no  growth."  Expanding  abroac 
would  be  a  gamble,  but  he  felt  Sapp 
had  to  take  that  gamble. 

But  expand  where?  "International 
ly,  we  could  not  be  in  ever)'  mark! 
like  we  were  at  home,"  van  As  says: 
"We  needed  a  specialty,  where  a  dom 
inant  position  was  easily  attainable." 

Van  As  chose  two  specialties  when 
he  felt  he  could  gain  an  advantage 


M 
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suck! 


Sappi  Chief  Executive  Eugene  van  As  at  an  S.D.  Warren  paper  mill  in  Maine 
"There's  always  money  for  a  good  investment." 


'dissolving  pulp,"  used  to  make  syn- 
hetic  fabrics  like  rayon;  and  so-called 
r'coated  wood-free  paper,"  the  thick, 
glossy  paper  found  in  corporate  annu- 
il  reports  and  magazines  like  Forbes' 
fti.  Combined,  the  worldwide  mar- 
kets in  these  two  products  total  less 
than  20  million  tons  a  year,  one- 
ighth  the  size  of  the  U.S.  paper  and 
:>ulp  market.  Van  As  figured  Sappi 
J  could  become  a  big  player  relatively 
quickly. 

To  go  international,  van  As  knew 
he  would  have  to  make  some  acquisi- 
ons.  In  1988  the  U.K.  chemical  and 
:extile  company  Courtaulds  Pic. 
■vanted  to  sell  its  South  African  dis- 
iolving-pulp  operation,  and  Sappi 
ought  it  for  S400  million.  Its  S200 
illion  in  sales  were  generated  almost 
mtirely  by  exports.  This  acquisition 
riade  Sappi  the  world's  largest  player 
n  the  dissolving-pulp  market. 

In  1990  van  As  bought  a  half- 
nterest  in  five  paper  mills  in  the  U.K. 
:hat  sold  $300  million  a  year  worth  of 
:oated  and  other  specialty  papers,  van 
\s'  other  niche  product.  Paper  prices 
lad  peaked  and  the  mills  were  already 
osing  money,  but  the  price  was  right: 
190  million.  Prices  were  still  falling 
vo  years  later  when  he  paid  $290 
illion  for  Germany's  $450  million 
sales)  Hannover  Papier,  Europe's 
rd-largest  maker  of  coated  wood- 
ee  paper.  Van  As  sold  an  issue  of 
appi  shares  in  Europe  to  raise  most  of 
e  money  to  buy  Hannover. 
By  1993  it  looked  as  if  van  As' 
amble  was  turning  out  badly.  Pulp 
rices  had  collapsed  to  half  their  1991 
peak,  and  in  its  1994  fiscal  year  Sappi 
lost  $27  million  in  Europe;  only  Sap- 
pi's  South  African  operations  kept  the 
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company  overall  in  the  black. 

At  this  worst  possible  of  Limes,  van 
As  was  presented  with  the  opportuni- 
ty of  his  career:  the  chance  to  buv 
Scott  Paper's  $1.2  billion  (sales)  S.D. 
Warren  division,  the  world's  largest 
producer  of  coated  wood-free  paper. 
It  was  precisely  the  company-trans- 
forming acquisition  van  As  yearned  to 
make.  "You  can't  plan  acquisitions," 
he  says.  "When  would  the  market 
leader  be  available  again?" 

But  where  to  get  the  money?  The 
South  African  government  had 
slapped  on  tight  currency  controls  to 
prevent  capital  flight  during  the  worst 
of  the  sanction  years,  and  the  controls 
remained.  At  this  point  a  fellow  South 
African  came  to  the  rescue:  John 
Chalsty,  president  of  Donaldson,  Luf- 
kin  &  Jenrette.  dlj  agreed  to  buy  18% 
of  the  deal  for  $125  million  and  un- 
derwrite $375  million  in  junk  bonds. 
Union  Bank  of  Switzerland  commit- 
ted $25  million  and  lent  Sappi  another 
$200  million.  Chemical  Bank  came 
through  with  $825  million  in  loans. 
With  just  $50  million  of  its  own  cash, 
$appi  was  able  to  swing  the  $1.6  bil- 
lion deal  last  December.  Sappi  ended 
up  with  $2.2  billion  in  debt,  but  it  had 
acquired  some  splendid  assets  at  40% 
of  their  replacement  cost.  Sappi 
is  the  world's  largest  producer  of 
coated  wood-free  paper,  with  a  15% 
market  share. 

Van  As  was  gambling  that  paper 
prices  would  come  out  of  their  deep 
slump.  His  timing  was  near  perfect.  By 
last  February,  the  end  of  Sappi's  1995 
fiscal  year,  pulp  prices  had  doubled 
from  their  1993  lows,  and  Sappi's 
earnings  nearly  quadrupled  to  $158 
million,  or  99  cents  per  share.  Phil- 
ippe Tison,  analyst  at  Johannesburg 
brokerage  Fleming  Martin,  predicts 
Sappi's  earnings  will  nearly  quadruple 
to  $3.75  a  share  by  fiscal  1996  (end- 
ing next  $eptember).  $appi's  Ameri- 
can Depositary  Receipts  began  trad- 
ing in  the  U.$.  last  year,  where  they 
currently  fetch  five  times  Tison's  earn- 
ings forecast. 

Eugene  van  As  spends  a  lot  of  time 
commuting  from  Johannesburg  to 
Europe  and  S.D.  Warren's  headquar- 
ters in  Boston.  But  he's  still  willing  to 
make  a  detour  if  someone  has  a  good 
paper  company  for  sale.  "There's  al- 
ways money  for  a  good  investment," 
he  says.  ■■ 
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If  your  corporate  culture  is  wrong,  not  even  innovative 
products  can  save  you.  Avery  Dennison  Corp.  learned 
that  lesson  the  hard  way. 

Thank  you,  3M 


By  Damon  Darlin 


In  the  mid-1980s  Avery  Dennison 
Corp.  (then  Avery  International) 
tried  to  take  on  Minnesota  Mining  & 
Manufacturing  Co.  The  Pasadena, 
Calif,  outfit  supplemented  its  line  of 
self-adhesive  labels  and  materials  with 
its  own  version  of  Post-It  notes  and 
Scotch  transparent  tape. 

Never  heard  of  Avery  Notes  and 
Avery  Tape?  That's  because  Avery  got' 
whipped  by  3M  and  dropped  out  of: 
the  market  after  just  a  few  years.  Buti 
that  setback  turned  into  a  blessing. 
Charles  D.  Miller,  Avery's  chief  exec- 
utive, knew  that  he  needed  to  make 
his  company  more  innovation-driven, 
like  3M.  He  succeeded.  This  year 
Avery  will  book  $3  billion  in  revenue,, 
almost  twice  1987's  level,  and  net 
income  should  hit  $139  million,  or 
S2.60  a  share,  up  three  times  in  the 
same  period. 

Avery  got  its  start  in  1935  making 
Kum-Kleen  price  tag  labels,  and  overi 
the  years  pioneered  what  it  calls 
"pressure-sensitive11  paper  used  for 
the  peel-off  address  label  on  1040  tax 
forms  and  on  bottle  labels,  among 
other  uses.  Avery  was  always  an  inven- 
tive sort  of  company,  but  its  corporate 
structure  had  grown  rusty — as  the 
defeat  by  3M  showed. 

Much  of  the  growth  that  occurred 
after  1987  has  been  internal:  Nearh 
30%  of  sales  come  from  products  in 
troduced  in  the  past  five  years.  Toda; 
Avery  has  half  the  market  for  self 
adhesive  paper  stock  and  one-third  o 
the  market  for  coated  plastic  films  i 
sells  to  firms  like  Procter  &  Gambit 
for  package  labels.  "It's  adhesives  tha 


Self-adhesive  U.S.  postage  stamps 
A  special  glue  resists  heat  and 
humidity,  but  collectors  can  still 
soak  stamps  off  envelopes. 
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The  tallest  recycling  story  ever  told. 


Suffice  it  to  say,  anything  that's  2,232  steps  to  the  top  (in  lieu  of  taking  one  of  104  elevators) 
is  not  your  average  office  building. 

Everything  about  Sears  Tower  is  mind  boggling.  Like  enough  plumbing  (25,000  miles)  to  go 
around  the  world.  And  enough  telephone  cable  to  encircle  it  1/4  times. 

It's  sort  of  the  Mount  Everest  of  recycling  challenges.  So  hopefully  you'll  have  some  idea  of 
what  it  took  to  conceive  a  recycling  program  that  now  covers  some  10,000  people  working  for  sixty 
different  tenants  on  over  100  floors. 

You  certainly  won't  have  to  use  your  imagination  to  appreciate  the  results.  This  year  alone  1,200 
tons  of  paper  will  be  collected  for  recycling.  An  amount  that,  if  baled  and  stacked,  would  be  three 
times  higher  than  the  world's  tallest  building  itself. 

It  could  be  just  as  surprising  to  find  out  what  recycling  could  do  for  your  business.  Please  call 
us  at  1-800-977-6272.  You'll  find  we  don't  mind  challenges. 

What  business  do  we  have  saying  we  help  the  environment?  That  is  our  business. 
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Waste  Management 

A  WMX  Technologies  Company 


O  1995  WMX  TcthnologK,.  In 


Aver)'  Dennison  Corp. 

glue  us  together,"  quips  Miller,  a 
rotund  and  gregarious  ex-salesman. 

In  his  post- 1987  restructuring  of 
the  business,  Miller  realized  he  must 
focus  more  on  the  customer. 

Maintaining  a  lean  headquarters 
staff,  he  gave  low-level  managers  au- 
thority to  roll  out  products.  They 
responded.  Avery  quickly  adapted  la- 
bels for  laser  printers  and  ink-jet  print- 
ers linked  to  computers.  The  biggest 
breakthrough  came  from  Stephanie 
Streeter,  an  assistant  product  manag- 


ucts,  such  as  self-laminating  security 
badges  that  can  be  laser  printed  at  a 
reception  desk.  Under  her  supervi- 
sion, Avery  made  a  big  mark  on  the 
children's  market:  colored  markers 
with  glow-in-the-dark  ink,  invisible 
ink  or  ink  that  changes  color  with  the 
heat  of  your  hand.  The  instructions 
for  its  children's  products  show  how 
Avery  is  deftly  shifting  from  an  indus- 
trial company  to  a  consumer-driven 
one.  A  new  line  of  markers  smell  like 
lemon  tarts  or  chocolate  cookies.  Ad- 


er.  Streeter  convinced  Microsoft,  Lo- 
tus and  other  major  software  compa- 
nies to  adopt  the  Avery  label  dimen- 
sions and  product  stock  codes  as  their 
printing  standard.  No  one  at  any  oth- 
er label  company  thought  of  that. 
Thus  today  every  time  Microsoft 
Word  or  WordPerfect  is  used,  a  little 
endorsement  for  Avery  shows  up. 
Hewlett-Packard's  printer  manuals 
cite  Avery  labels  by  name. 

Streeter,  now  vice  president  and 
general  manager  of  Avery  and  Denni- 
son brands,  is  a  leading  candidate  for 
the  company's  presidency.  She  and 
her  team  keep  rolling  out  new  prod- 
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Avery's  Charles  D.  Miller 
Innovation  brought  new  products 
and  new  life  to  the  company. 


vice  on  their  Glitter  Glue  Sties  sug- 
gests, "Cover  large  areas  like  Texas 
without  a  bunch  of  loose  glitter  falling 
on  the  ground  and  ticking  off  adults." 
Donald  Thompson,  vice  president 
of  the  office  products  group,  under- 
stands that  getting  there  first  with 
innovative  consumer  products  is  the 
key  to  profitability:  "The  best  way  to 
control  a  market  is  to  invent  it,"  he 
says.  With  innovative  products,  super- 
stores aren't  able  to  squeeze  margins, 


as  they  can  in  commodity  product: 
like  binders  and  notepads. 

Supplementing  internal  growtl 
was  Miller's  1990  purchase  of  riva 
Dennison  Co.  for  $287  million 
Dennison,  with  25%  of  the  office  la 
bels  business,  was  Avery's  leading  fu 
ture  competitor  for  computer  printe 
labels.  "I  wanted  to  knock  them  out,' 
admits  Miller.  He  did  even  bette 
than  that.  Shortly  after  the  merger  hi 
got  sweet  revenge  for  his  failed  Aver 
Notes.  3M  announced  it  was  drop 
ping  out  of  the  office  label  business 
Avery  now  has  85%  of  the  market. 

New  products  pour  out  of  Avery' 
revitalized  labs.  Avery  developed  self 
adhesive  postage  stamps  and  is  print 
ing  them  for  the  government  in  Soutl 
Carolina.  Designed  to  withstand  th 
rigors  of  heat  and  humidity,  the  sand 
wich  of  glue  and  paper  on  the  stamp 
is  thin  enough  that  the  stamps  can  b 
dispensed  from  automatic  teller  ma 
chines.  Avery  technicians  also  devel 
oped  new  materials  for  Johnson  £ 
Johnson's  Band-Aid  bandages. 

As  federal  bureaucrats  invade  ne\ 
turf,  Avery  looks  for  opportunitie: 
Government  regulations  now  requir 
more  nutritional  labeling  on  foo 
products,  boosting  the  size  of  sorni 
labels  by  20%.  Result:  more  stick! 
paper  sold.  "The  government  is  ot* 
biggest  friend.  I'm  sorry,  we  lov 
'em!"  says  Miller. 

Avery's  biggest  weakness  is  in  i 
Asian  and  Latin  American  business! 
which  provide  just  over  5%  of  its  sale 
Avery  has  made  some  progress  i 
Europe,  which  now  accounts  fc 
nearly  $  1  billion  in  overseas  sales,  bv 
has  barely  a  foothold  in  Japan. 

The  sticky-paper  business  trad 
tionally  grows  at  a  rate  of  about  thr( 
times  the  growth  rate  of  a  country 
gross  domestic  product,  Miller  say 
so  the  potential  market  in  Asia  ar 
Latin  Arnerica  is  tantalizing.  "The  fa 
to  global  business,"  says  Miller, 
'Be  there.'  "  Miller  plans  to  be  ther 
To  catch  up  and  to  beat  Japan! 
competitors  to  these  growth  marks 
Miller  plans  spending  half  his  ne 
capital  dollars  in  these  regions,  buil 
ing  factories  in  China,  expanding 
Singapore  and  Korea  and  buildii 
warehouses  in  Latin  America. 

After  the  debacle  of  of  Avery  Taj 
and  Avery  Notes,  Avery  hasn't  needi 
a  second  wakeup  call. 
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Templeton  Latin  America  Fund 


Current  Changes  In  Latin  America 
Can  Be  An  Investor's  Opportunity, 


In  the  past  decade  alone,  many  Latin  American 
countries  have  experienced  a  great  number  of  political 
and  economic  reforms,  which  could  offer  long-term 
capital  growth  opportunities  to  investors^ 

Chile  has  established  a  democratic  government  and 
has  significantly  privatized  many  government-run 
companies.  Argentina  has  pegged  its  currency  to  the 
dollar.  And  several  recent  trade  pacts,  such  as  NAFTA, 
Mercosur  Trade  Agreement  and  Andean  Free-Trade 
Area,  should  continue  to  stimulate  a  positive,  long- 
term  business  environment  throughout  Latin  America. 

Templeton  Latin  America  Fund  offers  a  potential 
for  higher  yields  and  capital  appreciation  than  securi- 
ties issued  in  the  United  States. +t  The  fund's  managers 
place  strong  emphasis  on: 

♦  Searching  for  undervalued  Latin  America  securities 

♦  Diversification  throughout  the  region 

♦  A  disciplined  investment  approach 

For  more  information,  call  your  investment 
representative  or  Templeton  today. 

f Investing  in  developing  markets  involves  special  considerations,  which  may  include  risks 
related  to  market  and  currency  volatility,  adverse  social  and  political  developments,  and 
the  relatively  small  size  and  lesser  liquidity  of  these  markets, 
ff Source:  J. P.  Morgan  Emerging  Markets  Bond  Index  Monitor,  1995. 
Principal  Underwriter:  Franklin  Templeton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  1643 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

i^ff-i/  I  would  like  a  jree  prospectus 
containing  more  complete  information  on  the 
Templeton  Latin  America  Fund,  including 
sales  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 

D    I  am  currently  a  Templeton  shareholder. 


Addr 


City 

State/Zip 

Daytime  Phone 

FOB95 
T643 

Templeton 

•■-WORLDWIDE 


A  Member  of  the  $125  Billion  Franklin  Templeton  Group 


Because  of  Lee  lacocca's  role  in  the  aborted  takeover 
bid,  Chrysler  has  cut  its  last  ties  to  its  onetime  savior. 
The  new  team  has  a  clear  strategy.  Now  for  the  test. 

"The  big  profits 
will  be  back" 


By  Jerry  Flint 

The  hirst  three  years  after  Lee  Ia- 
cocca  quit  Chrysler's  executive  suite 
were  a  victory  parade  for  the  new 
management  team.  There  were  smart 
new  models,  often  rated  first  in  their 
class  by  car  testers:  the  big  lh  sedans, 
the  little  Neon  and  the  midsize  Cirrus 
and  Stratus.  Sales  of  popular  minivans 
and  Jeeps  kept  climbing,  and  profits 
were  S3. 7  billion  last  vear — SI 0.1 1  a 


share,  more  profit  last  year  than  Ja- 
pan's entire  auto  industry. 

But  the  past  six  months  haven't 
been  so  hot  for  Chairman  Bob  Eaton 
and  President  Rob  Lutz  and  their 
management  team.  Vehicle  sales  are 
down;  profits  all  but  disappeared  in 
the  second  quarter. 

Let's  not  call  it  a  crisis.  Chrysler's 
not  in  big  trouble.  Let's  just  say  that  a 


lot  of  people  think  Chrysler  has 
peaked,  and  Eaton  and  Lutz  must 
prove  them  wrong. 

The  big  profit  days  will  be  back. 
vows  Lutz.  "We  don't  believe  or  ac- 
cept the  peak  (earnings)  theory."  He 
points  to  the  Fidelity  mutual  rune 
behemoth's  doubling  of  its  holdings 
since  spring,  to  13%  of  Chrysler's 
stock.  "Fidelity  knows  well  that 
there's  continuous  upward  potentia 
to  the  stock,"  Lutz  says.  So  apparent 
ly  does  another  investor,  this  one  not 
so  friendly — Kirk  Kerkorian — whe 
has  kept  buying  stock  and  added  Je 
rome  York,  once  Chrysler's  chief  ft 
nancial  officer,  to  his  team. 

Lutz  admits  Chrysler  was  too  gen 
erous  with  lease  deals  and  rebates 
Executives  read  the  economic  por- 
tents as  predicting  a  sharp  slump  anc 
wanted  inventories  down.  "Bob 
[Eaton]  and  I  agree  we  overspent 
Less  money  would  have  brought  the 
same  results.  But  our  low  inventories 
mean  a  good  start,"  in  the  new  mod 
el  year. 


WHEN  IT  COMES  TO  COMMERCIAL  INSURANCE, 
CHOOSE  SOMEONE  THE  RIGHT  SEE. 


Size  isn't  a  bad  measurement,  it  just 
isn't  always  the  best.  That's  especially 
true  in  commercial  insurance,  where  the 
best  yardsticks  are  coverage,  security 
I  and  claims  service. 

Maybe  that's  the  reason  so  many 
I  independent  agents  and  brokers 
recommend  Atlantic  Mutual  10  their 
Ibest  customers.  We  recognize  that  risks 
lean  van'  widely  by  industry,  so  we 
|design  specific  insurance  programs  to 
ieet  those  needs.  And  we  combine 
lem  with  a  risk  management  approach 
lat  can  reduce  the  accidents  and  losses 

;  injure  your  workers,  affect  the 
jality  of  your  product  and  ultimately 
use  your  insurance  premiums. 


As  a  mutual  company,  we  are  a 
policyholders'  company,  so  putting  the 
customer  first  just  comes  naturally. 
And  it's  been  that  way  with  us  for 
over  150  years. 

Adantic  Mutual  offers  exceptional 
responsiveness,  fast,  fair  claims  service, 
financial  strength  and  comprehensive 
insurance  products.  And  we're  repre- 
sented by  highly  qualified  professional 
independent  insurance  agents  who  also 
have  your  best  interests  in  mind. 

It's  not  that  Atlantic  Mutual  is  small. 
We  are  a  national  insurer  licensed  in 
every  state.  We  have  offices  coast-to- 
coast  and  assets  of  over  $1.5  billion 
and  can  even  handle  your  international 
insurance  requirements. 


"We  just  think  small — one 
customer  at  a  time.  After  all, 
it's  still  a  people  business. " 

If  you  want  to  try  us  on 
for  size,  talk  to  your  agent 
or  broker. 

Atlantic  Mutual  Insurance 
Company,  100  Wall  St., 
New  York,  NY  10005. 


=4sAtlanticMutual 


Property,  casualty  and  marine 
insurance  since  1842. 


Chrysler 

The  new  Chrysler 
convertible  (right) 
and  Jeep  Grand 
Cherokee 
Doing  just  a  few 
things  but  doing 
them  big. 


Though  the  slump  didn't  come, 
Chrysler's  management  team  is  not 
betting  on  permanent  prosperity. 

"Look  for  what  you  won't  see," 
says  I.utz.  "You  won't  see  an  overly 
aggressive  expansion  or  diversity  [of 
product].  We  won't  bet  the  farm  and 
be  in  trouble  when  the  inevitable 
recession  comes.  Chrysler  is  not  go- 
ing to  have  another  near-death  expe- 
rience. The  way  to  do  that  is  to  avoid 
an  overly  aggressive  product  strategy. 
The  right  way  is  overall  enterprise: 
improvements  in  quality  and  costs. 

"We  won't  be  in  the  big  V-8  mar- 
ket," he  says.  Chrysler  planned  a  big 
rear-wheel-drive  [four-door]  luxury 
car  to  compete  with  the  likes  of  Mer- 
cedes, but  killed  it.  "We  killed  a  plan 
for  a  Luxury  coupe  like  the  Cadillac 
Eldorado  and  |  Lincoln  ]  Mark.  That's 
a  trip  to  nowhere."  Considering  the 
weak  sales  in  those  luxury  models, 
Chrysler's  been  smart. 

Chrysler  also  planned,  .\nd  then 
killed,  a  huge  utility  vehicle,  to  com- 
pete with  the  GM  Chevy  Suburban 
and  Tahoe.  Ford  is  getting  one  ready, 
though.  Let  it,  Lutz  figures.  Chrys- 
ler's not  going  to  swat  at  every  ball 
that  comes  across  the  plate. 

"You  get  Ford  in  it,  you  get  Chrys- 
ler in  it,  Mercedes  in  it,  Toyota  in  it, 
then  nobody  makes  any  money. 
Those  are  segments  not  to  get  in- 
volved in.  Let  GM  make  a  lot  of  mon- 
ey. It's  their  segment." 

Chrysler  brags — with  justifica- 
tion— about  its  platform  team  system 
for  new  products.  Instead  of  working 
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in  various  departments,  such  as 
brakes,  individuals  from  all  key  areas 
are  brought  together  to  work  as  a 
team  to  create  a  new  product.  This 
system  keeps  costs  down,  as  does 
Chrysler's  heavy  use  of  outside,  some- 
times nonunion  suppliers  for  parts. 
With  these  advantages  Chrysler  can 
develop  and  build  new  vehicles  at  a 
lower  cost  than  competitors.  "We're 
the  low-cost  producers,"  Lutz  says. 

And  he  keeps  talking  about  "focus 
.  .  .  focus  .  .  .  focus."  It's  a  clear 
enough  strategy.  Chrysler  is  the 
smallest  of  the  big  car  companies.  The 
secret  of  profitability  in  cars  is  big 
volume  to  spread  costs,  but  a  small 
company  can't  be  big  in  everything. 
So  it  tries  to  become  big  in  a  few 
things.  Chrysler  is  big  in  minivans  and 
Jeeps  and  growing  in  pickup  trucks, 
all  good  markets.  That's  the  focus. 

Lutz  expects  to  sell  600,000  new 
minivans  next  year.  Early  customers 
are  buying  "loaded,"  higher-priced 
models,  too.  He  projects  selling 
350,000  of  his  big  Ram  pickups  next 
year,  thanks  to  a  capacity  expansion. 
Some  147,000  have  been  sold  in  the 
first  seven  months  of  this  year.  Late 
next  year  there  will  be  a  new  Dakota 
pickup  introduced  lor  1997,  and  Lutz 
predicts  it  will  be  a  big  winner,  too. 

The  Jeep  Grand  Cherokee  is  much 
improved  for  next  year,  he  says,  and 
the  following  year  there  will  be  a  new 
Wrangler — that  hardy  descendant  of 
the  original  wartime  Jeep. 

The  other  side  of  this  strategy  is  to 
avoid  being  in  markets  just  for  the 
sake  of  being  in  them.  "Chrysler," 
says  Lutz,  "does  not  have  a  vehicle  line 
that  does  not  have  a  fully  accounted 
profit."  Neither  Ford  nor  GM  can  say 
that.  Ford,  for  example,  loses  on  its 
big-volume  Escort,  cim  probably  loses 
money  on  combined  car  operations. 

But  these  fat  profit  years  have  bur- 


ied a  few  mistakes.  Leasing  has  grown 
to  about  a  fifth  of  all  auto  deliveries, 
and  the  leasing  percentage  grows  with 
the  price  of  the  cars.  Chrysler  was  slow 
in  getting  with  the  trend.  "It's  noth- 
ing we  can't  make  up,"  Lutz  says, 
adding  that  a  new  leasing  program  is 
on  the  way. 

For  more  than  a  decade  Chrysler 
starved  its  Plymouth  nameplate  of 
product,  almost  killing  the  brand. 
Now  it's  trying  to  revive  Plymouth 
with  new  models,  including  a  car  that 
looks  like  a  1930s  hot  rod  and  is  to  be 
called  the  Plymouth  Prowler.  But  the 
rebuilding  could  take  years. 

FORBES  reminded  Lutz  that  Chrys-  ' 
ler's  standard  passenger  cars  aren't  J 
selling  well  this  year.  The  big  Chrysler 
LHS/New  Yorker  sales  are  down  23% 
from  a  year  ago.  The  Chrysler  Coin 
corde  is  down  19%.  gm's  Saturn  out 
sells  the  Plymouth  and  Dodge  Neon 
although  334  dealers  sell  Saturn  and 
3,500  sell  Neons.  Lutz  responds  by 
outlining  a  strategy  for  reviving  the 
prestige  of  the  Chrysler  nameplate 
from  use  of  the  old  Chrysler  badge 
from  the  1920s  to  programs  to  gel 
dealers  to  focus  on  consumer  satisfac 
tion.  This  is  slow,  hard  work. 

Maybe  most  troublesome,  Chrys 
ler's  quality  image  still  is  poor.  Lut? 
differs,  insisting  the  cars  are  excellent 
and  it's  just  a  matter  of  perception 
Maybe,     but     perception     is     wha. 

"Chrysler  is  not  going  to 
have  another  near-death 


/ 


experience 
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counts.  "We  want  to  improve  quality 
will  work  to  improve  quality.  Bu 
we're  not  going  to  freeze  develop 
ment  for  three  years  or  delay  product 
for  two  years,"  says  Lutz. 

The  Chrysler  strategy  is  clear:  bi< 
muscle  in  minivans,  Jeeps  and  pick 
ups,  where  Chrysler  is  extremely  sue 
cessful,  while  continuing  the  slowe 
work  of  rebuilding  the  car  business. 

But  when  your  strategy  is  based  o 
doing  just  a  few  things  and  doin 
them  big,  you  can't  afford  setbacks  i 
chosen  areas.  So  for  the  key  to  Chryf 
ler's  future,  watch  minivans,  Jeep 
and  pickups.  If  Chrysler  flags  in  any  ( 
those  three,  it's  a  safe  bet  the  comp; 
nv  is  in  trouble.  Wtf^ft 
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LG  Electronics 


GoldStar 

The  future  is  making  sense 
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American  Brands  is  the  country's  leading 
bourbon,  faucet,  cordial,  golf  ball  and 
padlock  company.  So  what  is  it? 

"I  love  these  br ands" 


By  Suzanne  Oliver 


Chairman 
Thomas  Hays 
Like  the  rest 
of  the  country, 
American  Brands 
is  giving  up 
smoking  and 
taking  up  golf. 


i 


American  Brands  Chairman  Thom- 
as Havs  used  to  hate  meetings  with 
Wall  Street  analysts.  The  folks  who 
came  pestered  him  with  questions 
about  the  old  American  Tobacco  Co., 
vendor  of  has-been  cigarette  brands 
Pall  Mall  and  Lucky  Strike.  And  here 
he  was  burning  to  talk  about  his 
exciting  other  brands — Jim  Ream 
bourbon,  Moen  faucets,  DeKuyper 
cordials,  Titlcist  golf  balls,  Master 
Lock  padlocks.  Why,  heck,  cigarettes 
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were  a  smaller  and  smaller  part  of  the 
picture. 

Well,  at  this  summer's  analyst 
meeting.  Hays  was  happy  as  a  kid.  He 
waved  aside  the  questions  about  Pall 
Mall  and  Lucky  Strike.  We  sold  our 
U.S.  cigarette  business  in  December, 
he  said.  Pet's  talk  about  the  rest  of  the 
company. 

How  did  this  goof\'  conglomera- 
tion of  consumer  brands — booze  and 
doorknobs — come    about?    It's    the 


culmination  of  a  process  long  undt'  *kt 
way  at  all  the  LPS.  tobacco  compa  Lv 
nies.  Tobacco  is  out  of  favor,  on  Wa 
Street,  in  the  courts,  in  the  Whii 
House.  But  it  is  immensely  profitabl 
So  tobacco  executives  take  their  t< 
bacco  profits  and  pour  them  intl^.,. 
unrelated  businesses.  That  way  tht 
will  still  have  a  job  if  and  when  tl 
prohibitionists  win  the  day  and  tobai1  kiw 
co  is  outlawed. 

Thus,  even  Philip  Morris — which 
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For  Insight 
Into  Faster  Deliveries,  An 
Electronics  Firm  Looked  Into 
usj  Our-OF-ThE-Box  Pizza  Chain. 

Where  Should  You  Look? 


• 


• 
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J  look  up  your  own  out-of-the-box 
King  with  the  help  of  the 
>al  Best  Practices^  approach. 
iur  Andersen  professionals  will 

,  l  <  with  you  to  quickly  produce 

i  vative  solutions, 
lie  secret  ingredients?  Years  of 
rience  using  the  unique  Global 
Practices  knowledge  base, 
able  only  to  them.  If  s  the  first 
kind  and  still  without  peer. 

Ihur  Andersen.  Arthur  Andersen  &  Co,  SC  All  rights  reserved. 


Continually  enriched,  it  abounds 
with  breakthrough  quantitative  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  client 
experience  and  exhaustive  research. 
Plus,  published  examples  like 
the  electronics  company  that  studied 
a  pizza  chain's  legendary  on-time 
deliveries. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver 


an  electrifying  performance.  Call 
1-800-640-8914  or  visit  our  Web  site 

at  http://zvztw.ArthurAndersen.com. 


Global  Best  Practices'^ 
Putting  Insight  Into  Practice  fM 

Arthur 

Andersen 

Arthur  Andersen  &  Co,  SC 


American  Brands 


still  defiantly  defending  smoking — 
has  used  its  Marlboro  profits  to  buy 
into  beer,  bologna  and  breakfast  cere- 
als. Canada's  Imperial  Tobacco  ven- 
tured into  small  loans  and  fast  food 
and  changed  its  name  to  Imasco. 

The  next  step  is  to  divest  the  origi- 
nal tobacco  business.  General  Cigar, 
having  moved  into  plastics,  mortgage 
banking  and  Ex-Lax  and  reformulat- 
ed itself  as  Culbro  Corp.,  is  now 
selling  a  majority  interest  in  its  cigar 
business  to  a  Spanish  tobacco  compa- 
ny. When  you  have  gotten  rid  of  the 
smoke,  you  have  bootstrapped  your 
way  into  a  new  line  of  work,  one  that, 
presumably,  will  command  more 
respect. 

American  Brands  is  almost  there. 
Once  the  leading  American  producer 
of  cigarettes,  it  has  now  sold  tobacco 
operations  that  in  1994  represented 
$1.6  billion  of  its  $13  billion  reve- 
nues. Its  European  tobacco  opera- 
tions remain,  with  revenues  of  $6.2 
billion. 

The  rest  of  the  company  consists  of 
an  assortment  of  brands  with,  for  the 
most  part,  number  one  market  posi- 
tions. "I  love  these  brands,"  says 
Hays  as  he  sweeps  his  arm  in  front  of  a 
display  of  bourbon,  cordials,  golf  balls 
and  faucets  at  American  Brands1  Old 
Greenwich,  Conn,  headquarters. 
'These  brands  have  got  to  be  protect- 
ed. They  cannot  get  dog-eared  and 
out-of-date." 

Havs,  60,  was  chief  executive  of  the 
Andrew  Jergens  Co.  when  that  firm 
was  acquired  by  American  Brands  in 
1970.  He  became  chief  executive  of 
American  Brands  in  January.  He  is  a 


brand  manager  through  and  through. 
He  is  responsible  for  such  successes  as 
the  shampoo  Gee,  Your  Hair  Smells 
Terrific  and  Jergens  Aloe  &  Lanolin 
lotion. 

Look  at  what  you  can  do  with  a 
brand  name.  Through  market  re- 
search, American  Brands  discovered 
that  Master  Lock  was  the  top-recog- 
nized name  in  both  padlocks  and 
door  locks.  Funny  thing,  while  Mas- 
ter Lock  dominated  the  padlock  busi- 
ness, it  wasn't  even  in  the  door  lock 

When  you  have  gotten  rid  of 
the  smoke,  you  have  boot- 
strapped your  way  into  a  new 
line  of  work  that  should 
command  more  respect. 


business.  So  it  developed  a  line  of 
medium-  and  high-priced  doorknobs 
and  levers  in  1992.  "We  have  gone 
from  a  standing  start  to  number  three 
in  the  business, "  boasts  Randall  Larri- 
more,  president  of  American  Brands'1 
MasterBrand  Industries.  In  the  past 
some  of  American  Brands'  products 
were  laggards  in  their  fields,  Franklin 
Life  Insurance,,  for  example,  but  Hays 
has  sold  those  off. 

What  does  a  brand  manager  do 
with  a  prestigious  but  old-fashioned 
product  like  bourbon?  Get  consumers 
to  trade  up.  Jim  Beam  has  introduced 
four  new  premium  bourbons  that  sell 
for  as  much  as  $50  a  bottle,  compared 
with  $10  for  Jim  Beam.  In  March  Jim 


Beam  brought  out  After  Shock,  a  sho 
drink  with  a  cinnamon  taste.  Sound 
like  gumballs  to  the  bourbon  aficio 
nado,  but  the  grunge  generatioi 
seems  to  love  it.  It  has  already  sol< 
120,000  cases.  The  DeKuyper  cordia 
line,  acquired  in  1987,  has  since  add 
ed  11  flavors,  including  watermeloi 
and  Cactus  Juice. 

In  a  similar  vein,  Moen,  the  markei 
leader  in  single-handle  faucets,  ha 
made  a  big  splash  with  a  new  line  c 
two-handle  faucets.  Titleist  ha 
brand-extended  from  balls  into  club* 
The  Day-Timer  date  calendar  divisioi 
is  proud  of  its  move  into  Day-Time 
software,  which  plans  your  day  auto 
matically.  Hays  figures  there's  no  en 
to  the  line  extensions  that  he  ca 
wring  from  his  catalog  of  well-know; 
brand  names. 

Hays  wonders  why  investors  don 
have  the  same  admiration  for  hr 
brands  that  he  does.  The  stock  trade 
at  a  mere  13  times  trailing  earning! 
below  the  market  multiple.  Whil 
American  Brands'  reported  earning 
per  share  grew  just  1%  annually  ove 
the  past  five  years,  earnings  from  th 
company's  current  operations  grew  z 
a  12%  rate. 

It's  gone  now,  but  there  once  was 
firm,  Verit  Industries,  that  was  liste> 
in  the  Standard  &  Poor's  stock  guid 
with  this  line  of  business:  "meat  [and 
speakerfs]."  It  was  a  wallflower  be 
cause  analysts  had  a  hard  time  gettim 
a  handle  on  it.  American  Brands  h 
something  of  the  same  proble 
Conglomerates  simply  don't  get  an 
respect.  Maybe  they  should.  Some  c 
them,  at  least. 


Promoting  After  Shock  in  Chicago 

The  cinnamon-flavored  booze  is  a  hit  with  young  adults. 
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No  Load 


THE  ROBERTSON  STEPHENS 


GROWTH  &  INCOME  FUND 

Now  open  for  investment. 


Seeking  high  growth 
without  the  high  wire. 


For  a  prospectus,  please  call: 

800-766-3863  ext:  510 


John  Wallace,  Portfolio  Manager 


MUTUAL  FUNDS 


ROBERTSON 
STEPHENS  & 
COMPANY 


la  prospectus  containing  more  complete  information,  including  management  fees  and  expenses,  call  Robertson,  Stephens  &  Company,  distributor.  Read  it  carefully 
Are  you  invest.  You  should  realize  that  investment  return  and  principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  original  cost. 


Brandishing  the  dreaded  "C"  word  is  a  sure  way 
to  raise  money  from  a  gullible  public. 

Is  Ben  &  Jerry's 
BST-free? 


By  Peter  Newcomb 


I 


BOVINE  somatotropin  (BST)  is  a  natu- 
rally occurring  growth  hormone  in 
cows.  Its  genetically  engineered 
counterpart,  recombinant  bovine  so- 
matotropin (rbST),  has  been  fully  ap- 
proved by  the  Food  &  Drug  Adminis- 
tration. The  fussy  folk  at  the  FDA  have 
concluded  rbST  milk  is  indistinguish- 
able from  non-rbST  milk  and  there- 
fore doesn't  require  special  labeling. 

That's  good  news  for  farmers — and 
for  consumers.  The  hormone  in- 
creases milk  production  in  dairy  cows 
by  an  average  of  10%.  It  has  the 
potential  to  help  keep  countless  small 
family-owned  dairy  operations,  a 
threatened  and  dwindling  species,  in 
business.  It  also  helps  keep  down  the 
cost  of  milk  to  consumers. 

But  the  FDA's  word  isn't  good 
enough  for  a  bunch  of  consumer  activ- 
ists in  Walden,  Vt.  who  have  appointed 
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themselves  guardians  of  the  public 
weal.  Food  &  Water  Inc.,  a  so-called 
advocacy  group,  insists  rbST  may  cause 
cancer  in  humans  and  increase  udder 
infections  in  cows.  The  FDA  has  con- 
cluded the  cancer  claims  are  unfound- 
ed and  the  rise  in  udder  infections  is 
negligible,  but  Food  &  Water  knew  a 
good  attention-getter  when  it  saw  one. 
What  a  lovely  way  to  raise  money! 

Food  &  Water  decided  to  go  after 
Minnesota-based  Land  O'Lakes,  one 
of  the  country's  largest  dairy  coopera- 
tives, with  more  than  4,000  daily 
member/producers.  Land  O'Lakes 
didn't  ask  its  farmer-suppliers  wheth- 
er or  not  they  used  rbST,  figuring  it 
made  no  difference  to  consumers. 
Nice  target  for  a  boycott,  free  ink  and 
maybe  even  free  time  on  the  tube. 

But  then  a  clearer  target  hove  into 
view.  It  was  Cabot  Creamery,  a  Cab- 


ot, Vt.  cooperative  owned  by  Agr 
Mark.  In  a  bow  to  political  correc 
ness,  the  state  of  Vermont  had  alreac 
required  farmers  who  used  the  hoi 
mone  to  notify  manufacturers  th; 
they  were  doing  so.  Vermont  recent 
replaced  the  law  while  Cabot  ha 
publicly  announced  it  would  allow  i 
farmers  to  experiment  with  the  dru£ 
Outrage  and  betrayal,  cried  Foo 
&  Water,  which  has  turned  its  boyco 
sights  on  its  neighbor.  Food  &  Wat< 
has  launched  a  public  relations  blitz  i 
Vermont.  Cabot  doesn't  care  aboi 
its  customers,  Food 
Water  says. 

Better  go  bac 
to  an  rbST-fn 
policy  or  face  tr 
wrath  of  coi 
sumers.  Ve 
mont  newsp 
pers  gave  Foe 
&  Water's  wrat 
plenty  of  ink. 
"We're  not  asking  Cabot  i 
do  anything  impossible,"  declar» 
Michael  Colby,  executive  directc 
of  Food  &  Water.  "We're  askir 
them  to  have  the  same  corporate  po) 
cy  against  the  drug  that  they  ha 
before.  Their  whole  gimmick  of  sa 
ing  'We're  just  trying  to  be  honest'  is 
stunt  to  get  them  off  the  hot  seat."' 
Ben  &  Jerry's  Ice  Cream,  which  h 
built  its  whole  image  around  politic 
correctness,  was  caught  right  in  tl 
middle.  With  its  fat-laden  produc 
Ben  &  Jerry's  is  a  big  buyer  of  Ve 
mont  daiiy  products.  "We've  bee 
talking  to  Ben  &  Jerry's  extensively 
boasts  Food  &  Water's  Colb 
"We've  been  assured  that  [rbST-fre. 
labels  will  be  coming."  Ben  &  Jerry 
however,  says  it  is  looking  at  the  issi 
but  doesn't  have  plans  to  come  o 
with  such  a  label. 

"We  don't  have  the  deep  financl 
resources  needed  to  fight  the 
guys — we're  owned  by  farmers 
moans  Roberta  MacDonald,  Cabo 
director  of  marketing.  "What  Food 
Water  is  doing  is  called  political  actk 
fundraising,  plain  and  simple." 

Bowing  to  the  pressure,  Cabot  sa 
it  will  begin  producing  some  hig 
end  rbST-free  dairy  products  fro 
certifiably  non-rbST  cows.  Cabo 
rbST-free  butter  will  sell  for  aboul 
20%  premium  over  Cabot's  conve 
tional  butter.  I 
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Deiore     you     buy     a      (jamry 

CHECK   THE   MILEAGE. 


AIR  BAG  COMPUTERS 

Irwlndale,  CA 


AIR  BAG  INFLATORS 

&  MODULES 

Ogden,  UT 


TIE  ROD  ENDS 

Brewer,  ME 


URETHANE 
Lo  Porte,  TX 


BRAKE  COMPONENTS 
Charleston,  SC 


LEATHER 

Wil/iomsport,  MD 


PISTONS 

Morristown,  TN 


FORGED 

CRANKSHAFTS 

Louisville,  KY 


CYLINDER  HEADS 

&  MANIFOLDS 

St.  Louis,  MO 


More  than    270.000  Camryi  are  built  every  year  m   Georgetown.    Kentucky' 


EVERY  YEAR,  Toyota  buys  thousands  of  parts  from 
communities  right  across  the  country.  In  fact,  we  buy 
more  than  $5.6  billion   per  year  in   parts  for  both 


U.S.  suppliers.  Whether  it's  engine  blocks  from  Ohio, 
batteries  from  Tennessee  or  wiper  systems  from  New 
York,  our  investment  in  local  industries  is  paying  off  in 


domestic  and  overseas  production,  from  more  than  440       (       the  form  of  thousands  of  jobs  across  the  United  States. 

/  .V   V  E   S   T  1   V  G       IN       T  H  E       T  H  I  N  G   S       W  E       A   I    I.       C  A    R  E       ABOUT.         IOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,   9  West  57th  Street,  Suite  4900-J2,  New  York,  NY  10019 
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Government 
versus  progress 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist 
and  a  senior  fellow  at 
the  Hoover  Institution 
in  Stanford,  Calif. 


One  of  the  curious  facts  about  the  history 
of  technology  is  how  many  fundamental  inven- 
tions began  in  China  but  were  developed  fur- 
ther in  Europe.  The  compass,  gunpowder  and 
printing  all  appeared  in  China  centuries  before 
they  appeared  in  Europe,  and  the  Chinese  were 
producing  vast  amounts  of  iron  long  before 
the  Europeans.  Yet  Europe  not  only  caught  up 
with  China,  in  these  and  other  fields,  but  vast- 
ly outstripped  it. 

Among  the  man}'  areas  where  China  was  far 
in  advance  of  Europe  for  many  centuries  was 
government.  After  Western  Europe  fragment- 
ed politically  with  the  collapse  of  the  Roman 
Empire,  no  government  there  ruled  nearly  so 
vast  an  area  as  the  government  in  China.  Nor  did 
European  rulers  have  as  effective  control  over 
the  territory  that  they  did  rule. 

In  both  Europe  and  China,  governments 
wanted  to  regulate  and  control  the  market- 
place— notions  of  a  "just  price''1  appeared  in 
both  places — and  to  siphon  off  the  wealth  that 
would  otherwise  accumulate  in  private  hands. 
It  was  just  that  in  China  the  government  was 
capable  of  carrying  out  its  intentions  and  in 
much  of  Western  Europe  it  was  not. 

The  political  fragmentation  of  Europe 
meant  that  rulers  had  to  compete  for  wealth- 
producing  subjects,  so  as  to  acquire  through 
taxation  the  means  to  promote  their  own  mili- 
tary power. 

While  arbitrary  confiscations  and  other  acts 
of  spoliation  occurred  in  both  parts  of  the  world, 
and  both  were  capable  of  suffocating  levels  of 
interference  in  the  marketplace,  the  Chinese 
were  not  nearly  as  restrained  by  the  need  to 
compete  for  wealth-producing  subjects. 

In  medieval  Europe,  this  competition  was 
not  restricted  to  competition  for  truly  rich  mer- 
chants and  bankers.  Rulers  in  Eastern  Europe, 
for  example,  made  conscious  efforts  to  attract 
peasants  and  artisans  from  Western  Europe, 
and  especially  from  Germany.  In  many  cases 
these  peasants  and  artisans  were  allowed  to 
live  in  numerous  ethnic  enclaves,  both  urban 
and  rural,  under  the  laws  they  were  accus- 
tomed to  in  Western  Europe,  rather  than  the 
more  restrictive  laws  to  which  the  peoples  of 
Eastern  Europe  were  subjected. 

So  widespread  were  these  Western  Europe- 
an enclaves  in  Eastern  Europe  that  most  of  the 
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medieval  cities  of  that  region  had  majority 
populations  that  were  ethnically  different  fron 
the  majority  population  of  the  surrounding 
countryside.  Cracow's  official  records,  for  ex- 
ample, were  kept  in  German  until  1312  (whei 
they  began  to  be  kept  in  Latin)  and  it  was  anotl 
er  two  centuries  before  Poles  became  a  major 
ity  in  the  city. 

Western  Europeans  were  in  demand  in 
Eastern  Europe  partly  because  they  were  mor 
advanced  technologically  and  therefore  pro- 
duced more  wealth  per  capita,  to  the  ultimate 
benefit  of  the  governments  and  rulers  of  the 
region.  Partly  they  were  in  demand  simply  be 
cause  of  vastly  greater  amounts  of  virgin  land 
that  would  otherwise  lie  idle  in  Eastern  Europ 

Within  Western  Europe  the  competition 
for  wealth-producing  subjects  was  fierce.  Port 
that  imposed  high  tariffs  saw  ships  go  to  othe    i 

Many  of  the  West's 
great  technologies 
were  born  in  China. 
Why  did  the  West  make 
better  use  of  them? 


ports.  Rulers  who  confiscated  found  themselv 
with  less  and  less  to  confiscate.  Cities  and 
states  where  laws  were  unreliable  or  biased 
against  foreigners  saw  wealth  and  commerce 
go  to  places  like  London,  where  the  reputatic 
of  British  law  for  fairness  and  impartiality  at- 
tracted bankers  and  merchants  from  other  par 
of  Europe. 

The  large  amounts  of  capital  needed  to  fi- 
nance technological  development  could  be  saf 
ly  accumulated  in  private  hands  in  at  least  par 
of  Europe,  whereas  such  private  fortunes  had 
much  less  chance  of  survival  under  the  heavy- 
handed  Chinese  government  and  a  society  wi  ' 
Confucian  disdain  toward  commerce.  The 
nobility  and  the  intelligentsia  of  Europe  were* 
equally  disdainful  of  commerce,  but  competi 
tion  among  governments  limited  how  far  thaj  < 
disdain  could  translate  into  law  and  policy. 

Personal  freedom  also  emerged  as  conces- 
sions made  in  the  competition  for  people.  Fo 
European  rulers,  this  was  a  matter  of  expedi- 
ency, but  for  the  people  themselves  this  becan 
a  matter  of  principle  and  right. 

In  short,  European  rulers  were  forced  by 
circumstances  to  create  both  greater  personal 
freedom  and  greater  freedom  of  the  market- 
place than  existed  in  China  or  in  most  other 
parts  of  the  world.  The  enormous  power  of 
those  two  factors  was  shown  by  Europe's  ove 
taking  of  China  in  field  after  field  where  the 
Chinese  first  excelled.  H 
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Rochester, 
onroe  County, 
Newark. 

For  information  on  how  we  can  help  your 

business  grow  in  our  community,  call  our 

Economic  Development  Team  at 

(716)428-5469  or  (716)428-6808. 


kuts  sotccezd  tiv  Monroe  Coimty. 

tfkfisofv,  Mayor 
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Sept.  22  through  Sept.  24,  1995, 

Rochester,  N.Y.  and  surrounding  Monroe 
County  will  be  transformed  into  an  inter- 
national golf  stage.  That's  when  the  best 
professional  golfers  from  America  and 
Europe,  cheered  on  by  25.000  knowledge- 
able spectators,  will  contest  the  1995 
Ryder  Cup  Championship  at  Oak  Hill 
Country  Club. 


THE   WORLD'S 
IMAGE   CENTRE 

Rochester  and  Monroe  County  conjure 
up  a  host  of  images — of  lilacs,  waterways, 
parks,  festivals,  museums  good  enough  to 
satisfy  both  the  casual  visitor  and  the 
research  scientist,  soaring  music,  and  fine 
colleges  and  universities. 

But  Greater  Rochester's  defining  charac- 


ioned  early.  Local  companies  and  leader! 
have  been  panning  successfully  for  entr 
preneurial  gold  for  a  century-and-a-half. 
Consider  the  dates  of  some  of  the  origir  j 
claimstakes: 

•  1851 — The  first  thermometer  in  til 
U.S.  is  manufactured  by  George  Taylor  j 
David  Kendall. 

•  1853 — John  Jacob  Bausch  and  Herl 


With  more  than  $1 2  billion  worth  ot  exports 
in  each  of  three  recent  years, 
per  capita  exporting  city  in  the  U.S. 


Rochester  is  the  leadir 


With  its  devilishly  subtle  greens  and 
splendid  fairways,  the  club's  East  Course  is 
a  demanding  one.  But  then.  Rochester  has 
always  set  high  standards  for  world-class 
players.  Its  own  Walter  Hagen,  who  won 
1 1  major  international  golf  titles  during 
his  career,  was  noted  both  for  his  swash- 
buckling style  and  his  disdain  for  finishing 
second. 

But  while  Rochester  loves  its  golf,  the 
community  has  a  reputation  for  much  more. 


teristic  may  be  its  dominance  in  optics  and 
imaging  technologies.  Known  internation- 
ally as  the  World's  Image  Centre,  the  city 
has  long  been  respected  around  the  world 
for  optics,  and  has  extended  its  leadership 
to  imaging  with  its  multitude  of  ways  to 
transmit  information  electronically.  The 
foundation  of  this  imaging  leadership  can 
be  found  in  the  research  and  product 
application  of  breakthrough  technologies. 
Rochester's  building  blocks  were  fash- 


Lomb  open  a  small  optical  shop  that  wj 
one  day  become  an  outstanding  FORBE| 
500s  optical  and  healthcare  company. 

•  1865 — William  Gleason  opens  a  sl| 
to  make  machine  tools. 

•  1879 — Experimenting  in  his  mothel 
kitchen,  George  Eastman  develops  a  met  J 
for  making  dry  plates  for  photography. 

•  1906 — The  Haloid  company  starts 
up  in  a  loft  above  a  shoe  factory  and  in  ]| 
becomes  the  revolutionary  Xerox  compal 


Rochester's  present  and  future  are  based  on  partnerships  between  the  public  and  private  sectors.  On  the  course  at  Oak  Hilt  Country  Club,  area  leaders  celebrate  Greater  Rochest 

selection  as  host  of  the  1 995  Ryder  Cup  Championship.  Left  to  right:  Joseph  G.  Colabrese,  president,  The  United  Way  of  Greater  Rochester;  Mayor  William  B.  Johnson  Jr.,  City  of  Rocht 

Thomas  T.  Mooney,  president,  Greater  Rochester  Metro  Chamber  of  Commerce;  John  D.  Doyle,  Monroe  County  Executive;  and  Richard  A.  Luber,  president,  Greater  Rochester  Visitors  Assoc 


:hester  has  always  been  a  community 

lere  visionary  companies  flourish. 

ist  ask  Eastman  Kodak,  Xerox,  Bausch  & 
|b  or  a  host  of  other  firms  that  made  their 

in  imaging  and  other  vital  technologies. 
|As  a  matter  of  fact,  Rochester  is  such  a  great 

to  grow  that  over  133  companies  in  high 
lology,  imaging  and  optics  have  located  here, 
frig  Rochester  recognition  as  The  World's 
[e  Centre.  Located  within  750  miles  of  half  of 
.S.  and  Canadian  population,  the  environ- 
in  Rochester  encourages  business  success. 
I  irees  are  abundant.  The  quality  of  life  is  out- 


standing. The  area  work  force  is  one  of  the  most 
skilled  in  the  Northeast.  And  there's  a  solid  acade- 
mic foundation  thanks  to  15  colleges  and  univer- 
sities including  the  University  of  Rochester  and 
Rochester  Institute  of  Technology. 

Along  with  these  assets,  Rochester's  business 
community  offers  a  number  of  great  partners  for 
growth-oriented  firms.  Rochester  Gas  and  Electric 
Corporation,  for  example,  has  a  long  record  of 
supporting  the  ambitions  of  companies  that  call 
Rochester  home.  We  offer  highly  competitive  rates 
and  a  sure,  steady  supply  of  power  to  meet  your 
needs.  Plus,  we  can  assist  you  with  site  selection, 


financing  referrals  and  many  other  relocation 
needs.  In  short,  RG&E  is  ready  to  do  whatever  it 
takes  to  bring  your  business  to  Rochester,  and  to 
assure  success  once  you're  here. 

Find  out  more  about  Rochester,  The  World's 
Image  Centre.  And  learn  how  Rochester  Gas  and 
Electric  can  energize  your  future  here.  Talk  to 
Elmer  E.  Adkins  at  (716)  724-8810.  Or  get  him  on 
lineatU29EEA@VM.RGE.COM. 
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EXPORTER   AND 

HOST   TO   THE   WORLD 

The  universal  appeal  of  such  early  con- 
sumer products  as  thermometers,  binocu- 
lars, eyeglasses  and  film  contributed  to  the 
birth  of  Greater  Rochester's  extraordinary 
record  of  exporting  goods  and  services. 
Today,  the  sustaining  force  behind  that 
record  is  top-quality  output  by  a  highly 
skilled  workforce.  In  1994,  the  area's  $12 
billion  in  exports  actually  exceeded  the 
totals  of  40  of  the  nation's  50  states.  Those 


I  eggs  in  many  baskets.  Telecommunica- 
tions, automotive  products,  biotechnology 
polymers,  pharmaceuticals, 

I  and  office  and  computing 
equipment  all  have  impor- 

|  tant  places  in  the  industrial 

!  lineup.  The  area  leads  the 

!  world  in  the  manufacture 
of  photographic,  optical, 
dental,  check-protecting, 
industrial  fluid  and  gearcut- 
ting  equipment.  Adaptation 


Nearly  60%  of  the 
manufacturing  workforce 

is  employed  in 
high-tech  industries, 


exports  go  to  more  than  150  countries. 
Three-quarters  of  the  region's  exporters 
employ  200  people  or  fewer;  these  smaller 
companies  have  accounted  for  nearly  all  the 
export  growth  of  the  past  five  years. 

With  this  broad  international  focus,  it 
follows  that  the  thousands  of  visitors 
expected  here  from  54  countries  for  the 
Ryder  Cup  will  feel  at  home.  Many  of 
the  Rochesterians  they  will  meet  are 
cosmopolitan  people  whose  knowledge 
of  world  cultures  comes  not  just  from 
the  Discovery  Channel  or  National 
Geographic,  but  also  from  firsthand 
experience.  Nor  will  they  all  be  busi- 
nesspeople.  The  academic  community 
has  a  strong  international  flavor,  and 
exchange  students  and  Sister  City  dele- 
gations constantly  come  and  go. 

MANUFACTURING: 
DIVERSIFIED  AND 
INNOVATIVE 

For  a  long  period  of  time.  Rochester 
and  Monroe  County  rested  their  eco- 
nomic laurels  on  the  performance  of  a 
few  select,  very  successful  corporations. 
"But  today,"  says  Thomas  T.  Mooney, 
president  of  the  Greater  Rochester  Metro 
Chamber  of  Commerce,  "overall  manu- 
facturing employment  is  stable  and  the 
area's  competitive  drive  has  buffered  the 
economy."  Excluding  job  losses  at  Kodak 
and  Xerox,  local  manufacturing  jobs  are 
actually  showing  growth  of  2.5%.  "There  is 
a  solid  manufacturing  base  that  is  not 
being  eroded."  adds  Mooney. 

Industrially.  Greater  Rochester  has  its 


to  changing  needs  is  one  of 
the  keys  to  success:  PSC  Inc. 
was  able  to  recharge  its  bat- 
teries by  becoming  less 
diverse  and  focusing  exclu- 
sively on  making  and  selling 
laser  bar-code  scanners,  used 
widely  in  industry  both  for 


ucts.  Traditional  industries  sometimes 
break  new  ground.  The  Precision  Grind  I 
machine  shop  still  ma  « 
automotive  parts  and 
casings  for  heating  an 

I      air-conditioning  equip 
ment,  but  it  also  mak 
several  parts  for  a  sur 
cal  device  called  the  li 
ear  cutter,  which,  in  a 
single  move,  can  clan  i 
onto  tissue,  cut  it  and 
staple  the  incision.  It  so 
is  fashioning  delicate 
pieces  for  an  experim  I 
tal  heart  valve. 

Sometimes  the  ok 
and  the  new  are  beau 
fully  combined  in  one 
product.  Hickey-Freei 
men's  suits,  known 
around  the  world  foi 
their  quality,  are  a  ca 
in  point.  The  compai 
still  hand-sews  all  bi 
tonholes  with  long- 
wearing  silk  thread  c 


inventory  and  quality  control. 

Of  the  more  than  1,600  manufacturers 
in  the  area,  many  are  small,  many  are  new 
and  many  are  coming  up  with  new  prod- 


a  fine  linen  gimp,  because,  according 
company  literature,  "it  simply  cannot 
done  as  well  by  any  machine  yet  dev 
By  the  same  token,  no  human  hand  < : 


RIT  Gains  Worldwide  Recognition, 
Enhances  Industry  Productivity 

A  major  contributor  to  the  economic  growth  of  greater  Rochester  and  the  Northeast,  Rochester  Institute  of  Technology  also  has 
gained  worldwide  recognition  for  its  leadership  in  a  broad  spectrum  of  management,  art,  science,  engineering  and  technology- 
related  fields. 

Founded  more  than  a  century  and  a  half  ago,  RIT  has  long  been  a  partner  in  helping  to  strengthen  the  productivity  of  regional 
and  national  business  and  industry.  Located  in  suburban  Rochester,  RIT's  1,300-acre  modern  campus  is  the  focal  point  for  234 
technical  and  professional  and  career-oriented  programs  offered  to  more  than  12,000  full-  and  part-time  undergraduate  and  gradu- 
ate students,  including  1,100  deaf  students  enrolled  in  the  federally  funded  National  Technical  Institute  for  the  Deaf,  one  of  RIT's 
eight  colleges.  RIT  offers  distinctive  programs  for  tomorrow's  exciting  careers  in  such  areas  as  microelectronic  engineering,  film 
and  video,  biotechnology,  photography  and  printing,  international  business,  physician  assistance,  telecommunications,  information 
technology,  imaging  science  and  environmental  management. 

Since  the  turn  of  the  century,  cooperative  education  has  been  a  hallmark  of  RIT.  RIT  was  among  the  first  colleges  to  offer 
practical  paid  work  experience,  and  today  the  Institute's  co-op  program  is  one  of  the  largest  in  the  world.  Each  year  thousands  of 
RIT  co-op  students  alternate  periods  of  study  on  campus  and  paid  work  experience  in  more  than  1,300  firms  coast  to  coast  and  in 
foreign  countries.  Through  its  Office  of  Cooperative  Education  and  Placement,  firms  worldwide  seek  RIT's  quality  graduates. 

RIT  offers  more  than  45  graduate  degree  programs,  including  the  world's  only  Ph.D.  program  in  imaging  science,  which 
conducts  an  impressive  array  of  research  into  photographic  chemistry,  optics,  color  science,  photometry,  digital  image  processing 
and  remote  sensing. 

RIT's  Center  for  Microelectronic  and  Computer 
Engineering  houses  millions  of  dollars  in  manufactur- 
ing and  testing  equipment,  on  which  faculty  and  stu- 
dents develop  and  test  tomorrow's  microchips.  The 
center  is  widely  supported  by  the  integrated  circuit  in- 
dustry. The  microelectronic  engineering  program  is  the 
only  undergraduate  program  of  its  kind  in  the  nation. 
Destined  to  bring  even  more  contributions  to  the 
manufacturing  industry,  RIT's  Center  for  Integrated 
Manufacturing  Studies  is  designed  to  assist  small-  and 
medium-sized  manufacturing  firms  in  becoming  more 
competitive  in  the  global  marketplace.  The  $33  mil- 
lion, 157,000-square-foot  center,  scheduled  for  com- 
RIT's  world-renowned Munsell  Color  Lab  pletion  in  July  1996,  will  showcase  five  flexible  manu- 

facturing bays  for  testing  and  training  in  such  areas  as  imaging,  electronics,  printing  and  publishing,  mechatronics  and  advanced 
materials.  In  addition,  it  will  house  more  than  20  programmed  research  and  development  laboratories  and  training  facilities,  as 
well  as  conference  and  lecture  rooms.  Support  for  CIMS  has  come  from  both  government  and  industry. 

Another  important  tie  to  industry  is  the  for-profit  RIT  Research  Corporation,  whose  mission  is  to  match  RIT's  capabilities  to 
industry's  varied  needs  in  imaging,  systems  integration  and  software  development.  Consulting  teams  are  composed  of  the  corpora- 
tion's staff,  RIT  faculty  and  students. 

Through  its  Training  and  Professional  Development  Division  in  the  College  of  Continuing  Education,  RIT  reaches  more  than 
10,000  individuals  yearly  through  credit  courses  and  non-credit  seminars  especially  designed  to  meet  the  needs  of  industry.  TPD 
programming  is  provided  on  campus  and  in  industry  locations. 

RIT's  commitment  to  state-of-the-art  technology  is  evident  through  its  facilities,  its  curriculum  and  through  the  delivery  of  its 
courses.  For  example  RIT's  Distance  Learning  office  coordinates  satellite  uplinks  and  delivers  courses  via  videotape  and  computer 
modem  locally,  nationally  and  internationally.  Access  to  RIT  is  available  around  the  world  through  its  World  Wide  Web  pages  at 
http://www.rit.edu. 

It's  not  surprising  that  business,  industry,  foundations  and  individuals  choose  to  support  RIT  with  equipment  grants  and  cash 
contributions.  RIT  has  an  international  reputation  as  a  leading  comprehensive  technological  university  with  close  ties  to  business 
and  industry — a  reputation  solidified  by  college  guides  and  major  publications  such  as  U.S.  News  &  World  Report  magazine,  which 
for  eight  years  has  named  RIT  one  of  the  leading  comprehensive  universities  in  the  North  in  terms  of  academic  reputation.  RIT  is 
committed  to  its  leadership  in  career  education  and  to  collaborating  with  business  and  industry  in  ways  that  strengthen  the  economic 
fabric  of  the  nation. 

Call  RIT:  Admissions  •  716-475-6631    Center  for  Integrated  Manufacturing  Studies  •  475-5101 
Training  &  Professional  Development  •  475-7256    RIT  Research  Corp.  •  475-2883    Development  •  475-5500 
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match  the  precision  of  the  custom-built, 
computer-guided  machines  the  company 
uses  to  cut  fabric. 

THE    IMAGING     INDUSTRY: 
RAZ  OR    SHARP 

Across  a  wide  range  of  products,  the 
manufacturing  surge  is  healthy.  However, 
it  is  imaging  and  optics  in  which  Rochester 
is  staking  much  of  its  future.  The  local 
optics  industry  already  ranks  as  the  third- 
largest  in  the  world,  and  evolving  imaging 
technologies  directly  employ  more  than 
100,000  people  in  Greater  Rochester. 

Such  firms  as  Kodak  and  Xerox  con- 
tribute significantly  to  the  area's  imaging 
strength.  Yet  that's  only  part  of  the  picture. 
More  than  90  optics  and  imaging  firms  are 
located  in  the  Greater  Rochester  area.  Even 


•  The  University  of  Rochester's  Center 
for  Electronic  Imaging  Systems  provides 
state-of-the-art  research  facilities  for  joint 
university/  industry  projects. 

•  The  U.  of  R.  Center  for  Optics 

Half  of  all  Americans 

emi  n.the 

manufacture  of  photo- 
graphic equipment 
are  in  Rochester. 

Manufacturing  is  another  university/corpo- 
rate venture  where  scientists  and  engineers 
are  bringing  about  a  revolution  in  optics 
manufacturing. 

•  The  National  Science  Foundation 


with  so  many  branches,  the  World's  Image 
Centre  is  protected  from  the  high  winds  of 
competition  by  a  remarkable  lineup  of 
complementary  educational  resources. 
Consider  some  of  them: 

•  The  Center  for  Imaging  Science  at  the 
Rochester  Institute  of  Technology  conducts 
research  on  how  images  are  formed, 
recorded  and  transmitted,  and  it  offers  the 
only  doctoral  program  in  science  imaging 
in  the  nation. 

•  RIT's  Center  for  Microelectronic  and 
Computer  Engineering  has  the  country's 
only  bachelor  of  science  degree  in  micro- 
electronic engineering. 


Center  for 
Photoinduced 
Charge  Transfer,  a 
cooperative  venture 
of  the  U.  of  R.. 
Kodak  and  Xerox, 
allows  scientists  to 
examine  the  inter- 
action between 
light  and  matter  in 
such  processes  as 
photography,  pho- 
tocopying and  pho- 
tosynthesis. 
•  The  U.  of  R. 


Laboratory  for  Laser  Energetics  is  both  a 
national  resource  in  advanced  technology] 
and  a  multidisciplinary  research  facility 
for  students. 

•  Monroe  Community  College  (MCCJ 
offers  the  only  associate's  degree  in  opt  I 
in  the  U.S.  and  was  the  first  school  in  t| 
country  to  train  optical  technicians. 

HIGH-TECH: 
THE    WAY    TO     GO 

Not  only  do  business  and  industry 
access  to  a  wealth  of  established  acade  I 
institutions,  but  they  are  also  encouragl 
to  cross  new  frontiers  by  such  indepenl 
dent  nonprofit  groups  as  High  Technol| 
of  Rochester  (HTR). 

HTR  serves  as  a  contact  point  for 
Rochester-area  businesses  that  depend  onl 
innovation  and  technology  to  grow  J 
remain  competitive.  It  seeks  to 
enhance  the  ability  of  industrial,  acl 
mic,  professional,  financial  and  go\| 
mental  sectors  to  work  together.  T| 
success  stories  are  many: 

•  Veritay  Zecal,  formerly  Cera  I 
Packaging  Inc.,  has  commercialize! 
technology  developed  by  Presideil 
Kalman  Zsamboky — a  patented  A 
strate  process  plates  copper  cond 
tors  directly  onto  ceramic  substnl 
to  make  single-sided  and  multila;j 
electronic  circuits. 

•  LaserMax  Inc.  developed  arl 
manufactures  the  LMS-1000™,  a 
class-3  internal  laser  gunsight  end 
neered  for  semiautomatic  pistols. 

now  used  by 
police,  securitj 
and  military  \\ 
sonnel,  allow 
officers  to  md 
arrests  witho 
firing  bullets  | 
assailant. 

•  Opkor  1 1 
founded  in  l1 
by  four  form' 
Eastman  Koc 
engineers,  m 
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GEORGE   WASHINGTON 

America's  first  president. 
Shown  in  military  dress,  1787. 
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factures  precision  plastic  opti- 
cal components  using  polymers 
through  an  injection-molding 
process. 

•  Dimension  Technologies 
Inc.  (DTI)  makes  Virtual 
Windows™,  which  produces 
high-quality,  eye-popping  3-D 
pictures  that  can  be  seen  with- 
out special  headgear  or  glasses. 
Numbering  among  DTI's  cus- 
tomers are  the  U.S.  Air  Force. 
NASA  and  Lockheed-Martin, 
and  DTI's  first-of-its-kind  virtu- 
al-reality display  will  revolution- 
ize the  way  doctors,  engineers, 
scientists  and  video-game 
enthusiasts  view  the  world. 

INDUSTRY     AND 
EDUCATION 
TEAM      UP 

It  is  significant  that  RIT,  the 
U.  of  R.  and  MCC  are  all  part- 
ners in  High  Technology  of 
Rochester,  along  with  govern- 
ment, industrial,  financial  and  professional 
interests.  The  partnership  of  industry  and 
education  goes  back  a  long  way.  Notes  RIT 
President  Albert  J.  Simone,  the  Institute  was 
founded  by  business  and  industry  in  1829  as 
a  means  of  ensuring  an  adequate  workforce 


tion  also  work  toge 
er  to  plug  gaps  in  tr 
economy.  Several 
important  new  con- 
tracts have  recently 
exposed  a  growing 
need  for  more  macl 
ists.  Ben-Mer 
Manufacturing  Inc. 
landed  a  five-year  c 
tract  making  comp( 
nents  formerly  pro- 
duced in  Mexico,  a 
contract  expected  t 
generate  $35  millio  4 
year  in  revenue  anc  j 
about  100  new  job:  J 
Jasco  Tools  Inc.  of  I 
Rochester  won  a  $(  I 
million  contract  to  | 
make  truck  axles,  ;1 
was  faced  with  fine  \ 


More  than  3,000  companies  in  the  nine-county  area 

are  involved  in  the  international  economy,  One  of  every  four  jot 
in  the  Greater  Rochester  area  is  directly  related  to  the 
manufacturing  and  handling  of  products  for  foreign  markets, 


and  industrial  problem-solving  capability. 

"The  RIT  of  today  continues  to  nurture 
those  ties.  Industry  responds  by  supporting 
RIT  with  grants,  research  and  training  con- 
tracts, equipment,  scholarships  and  leader- 
ship participation  in  approximately  50  advi- 
sory groups,"  says  Simone. 

Among  the  facilities  underlining  RIT's 
importance  to  the  manufacturing  industry 
is  its  Center  for  Integrated  Manufacturing 
Studies  (CIMS),  established  in  1990,  which 
assists  small-  and  medium-size  manufac- 
turing firms  in  becoming  more  competitive 
in  the  global  marketplace. 

A  new  $33  million  home  for  CIMS  to 
be  completed  next  year  will  provide  five 
manufacturing  bays  for  testing  and  training 
in  such  areas  as  imaging,  electronics,  print- 


ing and  publishing,  mechatronics  and 
advanced  materials. 

At  the  core  of  RIT's  partnership  with 
industry  is  its  80-year-old  Cooperative 
Education  Program,  one  of  the  world's 
largest.  Each  year  thousands  of  students 
combine  campus  study  with  work  experi- 
ence in  more  than  1.300  firms  in  the  U.S. 
and  in  foreign  countries. 

That  kind  of  well-proven  approach 
coexists  with  cutting-edge  programs  such 
as  RIT's  Research  Corporation,  which 
matches  the  institution's  accumulated 
knowledge  to  industry  needs,  the  Office  of 
Long  Distance  Learning,  and  the  Training 
and  Professional  Development  Division's 
on-site  programming  and  seminars. 

Greater  Rochester  business  and  educa- 


ing  100  new  employees  to  do  the  job. 
Fortunately,  Rochester  and  Monroe 
County  have  many  resources  to  tap.  G 
W.  Rogers,  president  of  the  Rochester 
chapter  of  the  National  Tooling  and 
Machinmg  Association,  points  out  tha 
area  has  well  over  300  machine  shops 
one  of  the  strongest  such  bases  in  the 
country  for  high-tech  manufacturing. 
the  machinist  shortage  becoming  urge 
the  Rochester  chapter  moved  quickly 
Monroe  Community  College  to  asseml 
an  abbreviated  five-week  training  coui 

WORKING      WITH 
GOVERNMENT 

Government  is  the  important  third 
the  stool.  Although  taxes  remain  a  con' 
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Jasco 
Tools,  Inc. 

Jasco  Tools  is  a 
worldwide  supplier 
for  contract  machin- 
ing and 
cutting  tools. 
716-254-0700 
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NATIONWIDE 

Precision  Products  Corporation 

Nationwide 
Precision 
Products 
specializes  in  preci- 
sion CNC  machining 
of  complex  castings 
and  components. 
716-272-7100 


em 

Precision 

Grinding  and 

Manufacturing 

Specialists  in  new 
product  develop- 
ment of  "difficult  to 
source"  components 
and  assemblies. 
716-458-4300 


//IjgERTY 

Meeting  the  needs 

of  multinational 

manufacturers  since 

1 922  in  the  areas  of 

flexible  machining 

systems,  plastic 

injection  molds  and 

thin  film  coating 

products. 

716-328-6060 


ACRO 
Industries 

i  A  leading  contract 
manufacturer  spe- 
cializing in  precision 
sheet  metal  parts, 
Set    assemblies,  and 
componentry)  while 
woviding  full-service 
manufacturing. 
716-254-3661 
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Trident  Tool 
Co.,  Inc 

Precision  Sheet 
Metal  Components, 

Mechanical  and 

Electro-Mechanical 

Assemblies. 

716-265-2010 
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HANSFORD 


Hansford 
Manufacturing 

is  a  supplier  of 
assembly/test 
automation  equip- 
ment to  the  automo- 
tive, medical,  lighting, 
office  equipment  and 
customer  electronic 
industries. 
716-427-0660 


nordon 


Nordon 

'Tee"  Off! 

Call  Nordon  "fore" 

your  tooling  and 

molding  needs. 

716-546-6200 


RTMA 


ROCHESTER  MACHINING 
MEANS  QUALITY'9 


[Rochester  Tooling  and  Machining  Association 
Rochester,  New  York 
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PCKO 


>eko  Precision 
Products 

Automated  Special 

Machinery  and 

Complex  Electro 

Mechanical 

Assemblies. 

716-647-3010 
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accu-dqne 

Quality  Engineering 

and  Manufacturing 

from  prototype 

through  production  of 

precision  sheetmetal, 

machining,  stamping, 

laser  fabrication  and 

electromechanical 

assembly. 

716-458-6564 


mfcro. 

Automated  Systems  Group 

Micro 
Instrument 

Creative  manufac- 
turing solutions  for 
over  50  years. 

716-458-3150 


MCC/RTMI 

Tooling  & 

Machining 

Program 

Training  for  the 

Metal  Working 

Industry- 

716-546-8370 
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illette 

Machine  &  Tool  Co.,  Inc 

specializes  in  CNC 

Production 

Machining, 

Prototype 

Machining,  and 

tesign  and  Build  of 

Automated 

Equipment. 

716436-0058 


NTMA 


PRECISION 

Rochester 

Chapter, 

National  Tooling 

&  Machining 

Association 

716-546-8650 


Ben  Mer 

is  a  World  Class, 
full  service  source 

for  design, 
prototypes,  preci- 
sion sheet  metal, 
electromechanical 
assemblies. 
716-254-6090 


ASP 


INDUSTRIES 


ASP  Industries 

Sheet  Metal 
Fabrication. 

716-254-9130 
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bYEES  OF  THE  FOLLOWING 

Imilies  ARE  PROUD  TO  CALL 


JEW  YORK 


HOME. . . 


Bausch  &  Lomb  Inc. 

Eastman  Kodak  Company 

The  Document  Company — Xerox 

The  Gleason  Corporation 

Frontier  Corporation 

Rochester  Gas  &  Electric  Corporation 

Wegmans  Food  Markets 

City  of  Rochester 

County  of  Monroe 

Rochester  Institute  of  Technology 

University  of  Rochester 

Riedman  Corporation 

The  Chase  Manhattan  Bank,  N.A. 
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city  and  county  leaders  are  looked  upon  as 
proponents  of  growth,  not  the  big  bad  wolf 
that  blows  the  house  down.  More  and  more, 
businesses  and  citizens  realize  that  all  seg- 
ments of  the  community  are  in  this  together. 


cooperation  at  the  top  levels  was  set  when 
George  Fisher.  Eastman  Kodak's  new  CEO, 
recently  told  New  York  Governor  George 
E.  Pataki  that  the  company  appreciated  the 
fact  that  the  recent  state  budget  agree- 


Health  insurance  costs  oer  employee 

ower  ran  the  national  average  and 
45%  lower  than  the  New  York  State  auerc 


STICKING      WITH 
THE       SCHOOLS 

The  Greater  Rochester  community  ( 
ries  a  strong  commitment  to  quality  ed 
tion.  The  goal  is  to  provide  education  f 
life,  so  that  students  are  better  prepare 
and  more  capable  of  making  the  transi 
from  school  to  work. 

The  Rochester  Business  Education 
Attiance  (RBEA)  is  one  effort  towards  t 


The  City  of  Rochester  and  the  County 
of  Monroe  are  partners  in  High  Technology 
of  Rochester,  as  they  are  in  many  other 
ventures.  Both  local  governments  take  a 
broad  view  of  the  community's  business 
needs.  County  Executive  John  D.  Doyle 
leads  the  Department  of  Planning  and 
Development,  which  says  to  companies, 
"We  manufacture  futures,  especially  if  your 
future  lies  in  manufacturing." 

William  A.  Johnson  Jr..  the  city's  first 
African-American  Mayor,  worked  closely 
with  the  Chamber  of  Commerce  to  set  up 
a  roundtable  for  small-  and  medium-size 
businesses  to  encourage  job  growth.  One 
early  product  of  the  roundtable  was  a  single 
booklet  listing  all  the  city's  business-assis- 
tance programs  in  one  accessible  format. 

With  the  Chamber's  success  in  cre- 
ating public/private  alliances  has  come 
greater  community  solidarity.  That  was 
dramatically  shown  several  years  ago 
when  ten  local  industries  put  up  $10 
million  to  complete  the  downtown 
Hyatt  Regency  Hotel.  For  more  than 
four  years,  the  hotel  had  stood  half-fin- 
ished. COHR  Associates,  the  organiza- 
tion set  up  by  the  companies  to  finish 
constructing  the  hotel,  worked  success- 
fully with  the  City  of  Rochester  to  save 
the  building. 

The  Hyatt  Regency  stands  today  as 
proud  testimony  to  the  public/private 
partnership  at  work  on  behalf  of  the 
whole  community.  As  Daniel  E.  Gill, 
chairman  and  CEO  of  Bausch  &  Lomb. 
told  The  New  York  Times,  it  had 
become  important  "to  take  what  had 
become  a  negative  symbol  of  Rochester 
and  turn  it  into  a  positive  one." 

COHR  President  Karen  Noble 
Hanson  says,  "It  was  a  problem  the 
city  couldn't  solve  despite  heroic  efforts  of 
the  mayor.  However,  it  all  turned  out  to  be 
a  win/win  situation." 

An  example  of  business/government 


ment  would  decrease  spending  for 
the  first  time  since  World  War  II. 
and  that  a  pledge  had  been  made  to 
reduce  personal  income  taxes.  The 
occasion  was  the  announcement  of  a 
$300  million  investment  by  Kodak 
in  Rochester  in  a  new.  advanced  film 
and  camera  system. 

Intergovernmental  cooperation 
also  contributes  significantly  to  the 
economic  environ- 
ment. A  recent  agree- 
ment on  the  division 
of  the  Monroe  County 
sales  tax  was  achieved 
with  remarkably  little 
dispute.  County 
Executive  Doyle 


Top  right: 
Booting  on  the 
Genesee  River. 
Right:  Stone 
Tolon  House,  the 
oldest  home  in 
Monroe  County. 
Below:  High  Falls. 


notes  that  the  pact  showed  that  the 
municipalities  and  school  districts  can 
resolve  the  sales  tax  split  "without  any 
bitterness  or  animosity." 


end.  It  has  focused  specifically  on  the 
cational  needs  of  students  in  Rochest 
city  schools.  Composed  of  represents 
from  large  and  small  multi-industry  c 


he  Hyatt  Regency  Rochester  is  a 

kind  of  "miracle  on  34th  Street.''  Only 
this  one  took  place  on  Main  Street  in 
Rochester,  N.Y.,  not  once  upon  a  time 
but  on  March  3, 1992. 
That's  when  the  Hyatt  Regency  Hotel, 
with  great  community  spirit  and  music 
from  the  Rochester  Philharmonic  Orchestra, 
opened  its  doors  for  business.  It  was  a  day  in 
which  the  community  rejoiced  at  a  spark- 
ling symbol  of  downtown  rejuvenation. 
Almost  four-and-a-half  years  earlier,  in 
August  1987,  the  project  had  been  aban- 
doned half-finished  and  left  as  a  vacant  steel  shell 
among  Rochester's  beautiful  skyline.  Rochester's  Mayor 
at  the  time,  Thomas  P.  Ryan  Jr.,  all  but  moved  heaven 
and  earth  to  get  the  hotel  back  on  track,  but  the  firma- 
ment could  not  be  budged  by  any  one  individual  or  any 
single  government  effort. 

Then,  in  1990,  the  sun  came  out  again  on  Main 
Street.  The  stage  was  transformed  by  a  new  cast  of  play- 
ers: Eastman  Kodak,  Xerox,  Wilmorite,  Bausch  &  Lomb, 
The  Chase  Manhattan  Bank,  M&T  Bank,  Gleason 
Foundation,  Wegmans,  Rochester  Telephone  and 
Rochester  Gas  &  Electric,  assisted  by  the  Greater 
Rochester  Metro  Chamber  of  Commerce. 

If  that  reads  like  an  honor  roll,  it  is.  Those  ten  com- 
panies, with  the  City  of  Rochester  no  less  a  partner,  put 
up  $10  million  in  funds  to  restart  hotel  construction. 

COHR  Associates,  with  Karen  Noble  Hanson  as  presi- 
dent, was  formed  by  the  companies  as  the  vehicle  to  pull 
together  financing  and  build  the  hotel.  The  implement- 
ing team  consisted  of  Jay  T  Holmes  of  Bausch  &  Lomb 
on  behalf  of  corporate  interests;  Thomas  T  Mooney  of  the 
Chamber  of  Commerce  on  behalf  of  business,  and 
Hanson  on  behalf  of  technical  interests.  Adding  to  the 
mix  were  the  City  of  Rochester,  County  of  Monroe  and 
the  Hyatt  Corporation.  The  miracle  would  not  be  stopped. 

"It  was  a  wonderful  experience  in  public-private 
partnership,"  says  Hanson,  "one  that  went  far  beyond 
the  call  of  civic  duty." 

COHR  is  proud  to  have  been  a  part  of  such  a 
thrilling  and  successful  cooperative  venture.  One 
conclusion  can  be  drawn  from  all  that's  happened  in 
CORH's  five  years  of  existence:  Old-fashioned  barn- 
raising  in  the  Rochester  community  is  alive  and  well. 
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panies.  the  education  field  and  the  larger 
community,  RBEA  has  gone  beyond  tradi- 
tional educational  abstractions.  Instead  it 
takes  a  hands-on  approach  to  the  world  of 
work,  through  youth  apprenticeships, 
work  scholarships,  the  adoption  by  the 
schools  of  certain  Applied  Learning 
Standards  needed  in  the  workforce  and 
changes  by  business  in  hiring  criteria. 
Through  RBEA,  35  Total  Quality 
Management  consultants  from  industry 
are  on  loan  to  the  schools. 


THE   UNITED   WAY   TO 
EDUCATION   REFORM 

Greater  Rochester  has  other  powerful 
resources  to  handle  the  challenges  facing 
2      the  community.  One  such  resource  is  the 
United  Way  of  Rochester,  which  has  a 


affordable,  quality  early-childhood  services 
where  they  were  most  needed.  The 
results?  By  1993.  83%  of  Rochester's  four- 
year-olds  were  enrolled  in  preschool  edu- 
cation programs  to  prepare  them  for  suc- 
cess in  school — up  from  59%  in  1990. 

HEALTHCARE   MODEL 
FACES   A   CHALLENGE 

High  among  other  area  resources  is  a 
healthcare  system  praised  as  a  national 
model.  Rochester  and  Monroe  County  have 
long  practiced  preventive  medicine  through 
a  cost-containment  strategy  that  stresses 
hospital  cooperation  and  intelligent  use  of 
resources.  Instead  of 
every  hospital  buying 
expensive  CAT  scans  and 
dialysis  machines,  a  con- 
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Cross/Blue  Shield,  the  area's  dominant  ins  j 
er,  was  $2,378.  compared  with  $4,361  for  i 
New  York  State  and  $3,573  for  the  nation 
Blue  Cross  President  Howard  Berman  said 
the  time,  "The  government  can  leam  fron 
Rochester's  experience.  We  have  an 
American  success  story." 

Today  the  traditional  Rochester  syste 
faces  formidable  new  challenges  as  costs 
rise  and  old  coalitions  and  alignments  ta 
new  forms.  In  anticipation  of  that,  a  nevj 
Rochester  Health  Commission  has  been 
up  as  a  vehicle  to  improve  and  protect  tr 
integrity  and  success  of  the  system. 


United  Way  of  Greater  Rochester 
overhead  cost  is  8  cents  per  doilar 
(National  average  for  United  Way 
is  1 4  cents;  national  charity  average 
is  20  cents),  Per  capita  giving  is 
highest  for  a  community  of  this  size. 
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INFRASTRUCTURE 
ON     SOLID 
FOOTING 

Whether  it's  for  deln 
ery  of  meals  on  wheels, 
transportation  of  goods 
export,  utilities  that  pro, 
vide  the  power  for  the  f I 
tories  or  communicatior 
that  link  the  economy,  i 
all-important  infrastruc 
ture  provides  the  funda 
mental  framework 


The  area's  extensive' 


From  top: 
Main  Street  in  down- 
town Rochester; 
The  Eastman  Theatre 
at  night. 
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superb  record  of  both  fund-raising — per 
capita  giving  is  among  the  highest  in  the 
nation — and  dollar  stewardship. 

In  the  late  '80s  and  early  '90s.  officials 
at  the  United  Way  recognized  the  sad  real- 
ity that  25%  of  Rochester's  children  who 
entered  kindergarten  were  inadequately 
prepared.  The  United  Way  invested  in  a 
"Success  By  Six"  program  to  expand 


solidation  occurred. 

Traditionally,  the  major  private  insurers 
have  charged  everyone  the  same  amount  for 
a  given  policy,  regardless  of  age.  sex.  med- 
ical history  or  place  of  employment. 
Insurance-plan  costs  have  been  kept  low 
and  the  largest  possible  number  of  partici- 
pants has  been  included.  In  1991.  the  aver- 
age cost  of  each  household  insured  by  Blue 


road-transportation  net 
works  allow  direct  accc- 
to  markets  throughout, 
the  Northeast.  The  Ne- 
York  State  Thruway  is 
major  east/west  highwM   * 
for  vehicles.  Fewer  tha. 
ten  miles  from  down- 
town, the  Greater 
Rochester  International  Airport  is  sized 
handle  traffic,  with  capacity  to  spare. 

Extensive  water-  and  rail-transportat 
facilities  include  the  Barge  Canal  and  did 
Lawrence/Great  Lakes  Seaway,  and  Amt/  ty 
i   and  Conrail  rail  systems.  Water  supply  £J  l*5! 
both  residential  and  industrial  use  is  amt  Kapj 
Rochester  Telephone  has  an  extensive  n 
work  of  local  service  and  Frontier 
Corporation  is  one  of  the  largest  long-dL'  | 
tance  telephone  companies  in  the  counti 

Rochester  Gas  &  Electric,  the  area's 
largest  supplier,  has  positioned  itself  to 
establish  strong  customer  loyalty  in  an  ei 
of  intensifying  competition.  After  a  wintt 
unprecedentedly  high  residential  gas  con 
sumer  costs,  the  company  shuffled  some 
its  priorities,  sold  off  excess  gas-line  capa 
cut  costs  aggressively  and  opened  its  sys- 
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ms  to  other  providers  so  customers  could 
ive  a  choice  of  gas  and  electric  suppliers, 
esident  and  CEO  Roger  W.  Kober  has 
rfined  the  challenge:  "You've  got  to  be  good 
what  you  do.  you've  got  to  be  better  than 
yone  else  and  you've  got  to  have  some- 
ing  that  maybe  nobody  else  is  providing." 

Big  and  small,  local,  regional,  state  and 
tional.  area  banks  offer  a  full  range  of 
rvices  to  both  business  and  its  employ- 
5.  Several  have  strong  state  roots.  Marine 
dland  Banks  Inc.,  founded  in  Buffalo  in 
50  to  finance  Great  Lakes  shipping,  has 
inches  in  74%  of  the  state's  counties.  It 
;  customer  relationships  with  more  than 

million  households  and  more  than 
D.000  businesses  in  the  state. 

[FE       OUTSIDE 
FFICE     AND     HOME 

While  all  these  essential  services  help 
ilain  why  investment  in  Greater 
hester  is  attractive  to  business  and 
tustry.  they  don't  tell  the  whole  story. 
en  executives  are  transferred  to  the  area, 
y  don't  only  want  to  know  how  much  a 


ROCHESTER 

:y     the     numbers* 

Jetro  population:  1 ,081 ,244  (38th  of 
38  metro  areas),  third-largest  city  in 
ew  York  State 

cation:  Directly  across  Lake  Ontario 
Dm  Toronto,  Canada,  two  hours'  drive 
)m  Niagara  Falls,  within  a  400-mile  radius 

the  two  most  populous  Canadian 
evinces  and  1 2  northeastern  states 

-nployment:  One  of  the  lowest 
employment  rates  among  state  metro 
as,  but  still  many  job  opportunities 

/erage  hourly  manufacturing 
irnings:  $13.91 

r  capita  income:  $20,784 

)lders  of  bachelor's  degrees  in 
tpulation:  23.4% 

erage  commuting  time:  20  minutes 

erage  daily  traffic  per  freeway 

9,583  vehicles,  83rd  of  220 
an  areas  with  at  least  200,000 
oulation 

I  ssengers  arriving  at  International 
/port:  2,339,555  annually 

B  figures  are  latest  available. 


h 


You  could 

take  our  word  on 

how  Rochester's 

health  care  system 

benefits  business. 

Or  you  could  get  a 
second  opinion. 
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Long  before  "managed  care" 
or  "health  care  reform" 
became  household  words,  we  were 
delivering  high-quality  medical  care  at 
costs  well  below  the  rest  of  the  nation. 


It  happened  because  our  hospitals,  doctors,  insurers,  and 
businesses  worked  together — to  share  costs,  plan  spending, 
and  put  the  interests  of  our  community  first. 

Rochester's  health  care  system  is  viewed  as  a  national  model, 

and  continues  to  give  Rochester  business 

a  competitive  advantage. 
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BlueCross  BlueShield 
of  the  Rochester  Area 

A  Finger  Lakes  Company 


Independent  licensees  of  the  Blue  Cross  and  Blue  Shield  Association. 
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house  will 
cost.  They 
also  need  to 
know  the 
quality  of  life 
they  can 
expect  to 
find.  Cultural 
and  recre- 
ational 
attractions 
in  Rochester 
and  Monroe 
County  vie 
with  the 
best  the 
country  has 
to  offer.  The  settings  themselves  are 
beguiling — rich,  rolling  farmland;  Lake 
Ontario  to  the  north;  the  Genesee  River 
running  through  the  city  and  the  Barge 
Canal;  and  to  the  south  the  Finger  Lakes 
with  their  glacier-carved  gorges,  hills  and 
streams,  big  and  little  wineries,  and  home- 


From  top: 

Boating  on  the  Genesee;  Lilacs  in 

Highland  Park;  Polar  bears  at  Seneca 

Park  Zoo;  One  of  the  area's  many 

public  markets. 

involved  in  several  areas 
that  encompass  the  vision 


More  than  1 001)00  internationa 
visitors  come  to  the  Rochester 

area  each  year. 


made  grape  pies  by  the  roadside  in  season. 

The  abundance  of  natural  waterways 
makes  for  good  swimming,  fishing,  boating, 
sailing  and  canoeing.  Downhill  and  cross- 
country skiing  are  both  popular  in  winter, 
with  several  good  ski  resorts  within  an  easy 
drive.  The  parks  are  many  and  diverse. 

No  visitor  to  Greater  Rochester  could 
ever  be  bored.  The  dozen  or  so  local  muse- 
ums include  the  International  Museum  of 
Photography  at  George  Eastman  House, 
the  Strong  Museum,  the  Genesee  Country 
Village  Museum,  the  Memorial  Art  Gallery 
and  the  Museum  and  Science  Center.  The 
performing  arts  are  strongly  represented 
by  the  Rochester  Philharmonic,  the  Garth 
Fagan  Dance  group,  the  Eastman  School  of 
Music.  GeVa  Theater  and  many  others. 

What  also  appeals  to  the  newcomer  is 
the  link  from  the  workplace  to  the  wider 
community.  Allan  E.  Dugan.  chairman  of 
the  board  of  the  Chamber  of  Commerce 
and  senior  vice  president  of  corporate  strate- 
gic services  for  the  Xerox  Corp.,  notes  that 
corporate  citizens  must  be  responsible  citi- 
zens. "To  that  end,  our  diverse  workforce  is 


of  our  people;  community 
affairs,  higher  education, 
cultural  activities,  national 
initiatives  and  international 
programs." 

CONVENTIONS 
ARE   BIG 
BUSINESS 

Every  year,  about  1.5 
million  people  come  to 
town,  generating  more 
than  $187  million  for  the  local  economy. 
The  Greater  Rochester  Visitors  Association, 
with  Richard  A.  Luber  as  president,  plays  a 
pivotal  role.  Called  the  Convention  and 
Publicity  Bureau  when  it  was  founded  in 
1932  (far  in  advance  of  such  organizations 
in  most  American  cities)  the  Association 
has  parlayed  superb  meeting  facilities — the 
Riverside  Convention  Center,  the  War 
Memorial,  three  convenient,  first-class 
downtown  hotels  and  the  Dome  Center — 
into  a  roaring  convention  business. 

Rochester  was  chosen  over  Tel  Aviv. 
Israel,  and  Sydney.  Australia,  for  the  1990 
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International  Congress  on  Education  for] 
the  Deaf.  Such  unique  resources  as  the  i 
National  Technical  Institute  for  the  Dea 
at  RIT,  as  well  as  important  institutions  < 
preeminent  in  music,  photography  and 
medicine,  exercise  a  powerful  pull  on 
affinity  groups. 

During  the  Ryder  Cup.  Greater 
Rochester  will  be  the  locale  for  scores  i 
business  and  social  functions  around  t! 
clock.  Such  is  the  wealth  of  meeting  fa   : 
ities  that  although  som    :■;: 
20.000  golf  enthusiasts    . 
will  be  in  town  from  3C 
countries,  there  will  sti 
be  ample  room  for  grou 
not  affiliated  with  the 
Ryder  Cup. 

EVERYONE   '  #13 
COMMUNIT 

More  than  anything 
Rochester  and  Monroe 
County  are  about  partr   I 
ships.  Through  a  new 
Rochester  Corporate 
Training  Institute. 
Rochester  corporations 
under  the  sponsorship:)  i 
the  Chamber  and  Mon 
Community  College 
(MCC).  will  pool  their  , 
training  efforts,  open 
course  offerings  to  eve 
one  and  set  up  an  info   - 
mation  clearinghouse 
In  response  to  com 
nity  demands.  MCC  is 
unbundling  its  acaderr 
and  teaching  resources 
and  taking  them  wher 
the  people  live,  in  the 
process  increasing  miri 
ity  recruitment  exponentially. 

The  Greater  Rochester  Quality  Cont 
Council,  a  Chamber  affiliate  with  40  m<   - 
|  bers  representing  the  overall  community  ^e; 
is  drawing  upon  its  large  body  of  expei 
to  help  all  citizens — especially  the  disai 
vantaged — improve  their  quality  of  livi   ; 
i  According  to  the  mission  of  the  Counci 
!  "We  focus  on  the  community  and  cons 
it  to  be  our  primary  customer." 

That  kind  of  wide  community  embi 
applies  equally  to  those  who  come  to 
!  town.  The  welcome  mat  that  runs  up  a 
down  Main  Street  makes  no  distinctioi 
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3ng  visitors,  be  they  casual  tourists  or 
iness  prospects.  An  annual  event  such 
he  Upstate  New  York  Capital 
estment  and  Partnering  Conference 
<es  a  specific  appeal  to  investment 
kers.  venture  capitalists,  private 
?stors.  corporate  development  officers, 
rneys.  accountants  and  anyone  inter- 
(  d  in  investing  in  business. 
tl  Those  who  visit  Rochester  and  Monroe 
a  nty  more  for  the  sights  and  sounds. 
a  i-ther  at  Ryder  Cup  time  or  during  the 
i  jal  Lilac  Festival,  are  no  less  warmly 
5il  ived  than  corporate  development  exec- 
ties.  Says  the  Visitors  Association's 
y^ix:  "All  of  the  activities  our  visitors 
?rience  should  make  them  want  to 
e  back.  What's  important  is  that  visi- 
from  around  the  world  think  of 
tester  as  a  friendly  and  hospitable 
T  ;."  Chamber  President  Mooney  adds, 
x\  ^want  them  to  feel  that  way  from  the 
they  get  off  the  plane  to  the  time 
shop  at  Wegmans  [food  markets]." 
here  are  no  barriers  to  the  Rochester 
rience,  even  at  Ryder  Cup  time.  The 
Golf  Experience,  an  interactive  theme 
of  golf,  will  make  a  vital  connection 
een  the  Cup  and  the  community.  As 

as  80,000  people,  far  beyond  the 
Der  able  to  actually  attend  the  Cup 
ties,  will  indulge  their  golf  enthusiasm 
lost  of  events,  from  free  lessons  by 
iros  to  driving  balls  on  virtual-reality 
ated  fairways. 


Dgether,  Rochester 
is  host  to  some 
,000  visitors 
each  year, 


e  Golf  Experience,  says  Luber,  really  is 
mmunity  outreach  event  during  the 
es.  "Without  it,  we  would  be  coming 
>rt  for  the  community." 
hether  it's  the  golfer  from  Scotland,  the 
:vel  executive  or  the  local  resident. 
rter  and  Monroe  County  are  not  about 
le  up  short  for  anyone.  ■ 


'mond  Stone,  former  editorial-page  editor  of 
lester  Democrat  and  Chronicle,  has  written 
•ely  on  issues  affecting  the  Greater 

area. 

Photographs,  except  where  noted,  courtesy  of 
ter  Rochester  Visitors  Association, 
"dinated  by  the  Greater  Rochester  Metro 
r  of  Commerce. 


'Every  day  we  work  with  different  companies. 


The  one  constant  is  Marine. 


Your  company  is  based  in  New  York  State. 

To  stay  competitive,  you  may  be  importing  raw  materials 

and  looking  to  grow  in  foreign  markets. 

Making  the  right  connections  has  never  been  more  important. 

So  start  by  connecting  with  Marine®  the  experts  in  international 

trade  you  can  work  with  comfortably,  right  here  at  home. 

You  can  tap  into  the  resources  of  one  of  the  world's  largest  financial 

organizations,  with  over  3,000  offices  in  more  than  65  countries. 

In  essence,  you  will  have  offices  all  over  the  world,  making  it  easier 

to  deal  with  suppliers,  customers  and  even  potential  customers. 

Make  the  global  economy  turn  to  your  benefit. 

To  talk  to  a  Marine  trade  services  specialist, 
call  1-800-TRADE81  (1-800-872-3381)  today. 


HSBC  Trade  Services 


Marine  Midland  Bank 

Member  HSBC  Group 
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The  I  print  it,  fax  it,  scan  it,  copy  it, 
color  it,  highlight  it,  network  it, 
image  it,  translate  it,  interact  with 
it,  there  are  so  many  graphics  you 
won't  know  what  to  do  with  it,  bill  it, 
we  guarantee  you  total  satisfaction 
with  it,  distribute  it,  store  it,  get 
creative  with  it,  or  to  cut  a  long  story 
short,  just  document  it)  Company 


The  Document  Compa 
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Floyd  Hall,  the  new  boss  of  Kmart,  seems  able  to  sell 
anything.  He  made  it  big  in  books,  groceries 
and  museum  replicas— yes,  museum  replicas. 

Rodin  for  $35 


By  Zina  Moukheiber 


LEFT: 

Founders  Bradley 
Johnson  (top)  and 
William  Edwards 
Struck  by  the 
volume  of 
museum  shops. 


B 


men  the  Kmart  board  tapped 
loyd  Hall  in  April  for  the  messy  job 
f  straightening  out  the  S34  billion 
ales)  retail  ehain,  the  members  were 
early  impressed  by  the  brilliant  job 
lall,  57,  had  done  in  building  the 
luseum  Co.  This  little-known  chain, 
nly  six  vears  old,  grosses  S80  mil- 
on  and  makes  outsize  profits  selling 
censed  reproductions  of  artworks 
om  some  200  museums  around  the 
orld.  It  already  runs  66  stores  and 
opening  new  ones  at  the  rate  of  15 
year. 

The  beaut}'  of  this  retailing  concept 
that  you  don't  have  to  build  an  image 
>r  the  products:  The  image  is  ready- 
ade.  "They  [the  customers  J  say,  'Oh 
y  God!    I   saw    that  at  the   Rodin 
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Museum  in  Paris,'"  says  Sheila  Dyer, 
manager  of  the  Museum  Co.  store  at 
Tysons  Corner  Center  in  McLean,  Va. 

Rodin's  "Kiss^and  'Thinker "  are 
bestsellers.  A  replica  of  the  'Think- 
er, "  in  plaster,  comes  in  three  sizes 
and  retails  for  S35,  S95  and  S179  at 
Museum  Co.  stores.  Monet  is  another 
favorite;  an  ornately  framed  repro- 
duction of  "Coin  de  Jardin  a  Mont- 
geron"  recreates  the  three-dimen- 
sional texture  and  brush  strokes: 
S849.  Each  reproduction  is  tagged 
with  a  brief  story  of  the  original 
artwork. 

Reproductions  of  antique  jewelry 
are  another  hot  item  in  Museum  Co. 
stores,  with  14kt  gold  items  fetching 
as  much  as  S3. 000.  Other  items  in- 


Owner  Floyd  Hall 
Bringing  Museum  Co. 
stores  to  the  suburbs. 


elude  stained  glass,  tapestried  pillows, 
calendars,  puzzles,  ties  and  cards. 

Hall,  who  owns  100%  of  the  Muse- 
um Co.,  had  been  chief  executive  of 
B.  Dalton  Bookseller  in  the  1970s. 
He  built  Dalton,  then  a  division  of 
Dayton  Hudson,  from  a  small  outfit 
to  an  over-500-store  nationwide  book 
chain.  He  did  so  largely  by  following 
the  literate  public  to  the  suburbs; 
traditional  bookstores  had  been  left 
behind  in  central  cities  when  crime 
and  the  lure  of  more  space  drove  the 
middle  classes  to  the  suburbs. 

Few  museums  existed  in  suburbs, 
but  museum  shops  could  be  easilv 
installed  there.  Hall  put  Museum  Co. 
stores,  which  average  3,000  square 
feet,  in  shopping  centers  in  places  like 
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Museum  Co. 


Birmingham,  Ala.  and  Paramus,  N.J. 

Hall  started  the  chain  as  an  outlet  for 
some  of  the  $50  million  he  had  made 
in  1989  by  selling  his  stake  in  Grand 
Union  supermarkets,  where  he'd  been 
responsible  for  a  major  turnaround. 

Now  that  he  is  wrestling  with 
Kmart's  problems,  Museum  Co.  is 
being  run  by  Bradley  Johnson, 
Floyd's  son  Larry  Hall  and  William 
Edwards.  The  latter  had  been  running 
New  York's  Museum  of  Modern  Art's 
stores.  Johnson  and  Edwards  brought 
the  idea  to  Hall.  "I'd  been  struck  by 
the  amount  of  volume  that  the  muse- 
um stores  were  doing,"  recalls  Ed- 
wards, wearing  a  Miro-print  tie.  "The 
MOMA,  the  last  year  I  was  there,  did 
S10  million  in  6,500  square  feet." 

Hall  has  invested  $10  million.  He 
remembers  unloading  trucks  full  of 
statues  and  jewelry  through  piles  of 
dust  into  the  first  store  in  the  mall  at 
Pentagon  City  in  Arlington,  Va.  "I'd 
just  left  a  $4  billion  company.  I 
thought,  CEO  yesterday,  stockroom 
boy  today,"  he  chuckles. 

While  Hall  still  owns  all  of  the 
stock,  Edwards,  Johnson  and  Larry 
Hall  now  have  valuable  stock  options. 

It's  a  nice,  simple  business.  The 
Museum  Co.  buys  most  of  the  repro- 
ductions from  small  manufacturers 
who  pay  the  museums  a  5%  to  15% 
royalty  on  sales.  They  are  happy  to 
have  a  volume  buyer  like  the  Museum 
Co.  $o  are  some  museums,  which 
supplement  their  gift  shop  operations 
by  selling  to  Museum  Co.  stores. 
Smaller  museums,  which  lack  gift 
shops,  are  willing  to  give  exclusives. 
The  Philadelphia  Museum  of  Art  sells 
stained  glass  by  Frank  Llovd  Wright 
exclusively  through  the  Museum  Co. 

Museum  Co.  gets  something  of  a 
free  ride  on  museums  in  this  respect: 
Whenever  a  museum  puts  on  a  highly 
publicized  show,  the  Museum  Co. 
does  special  displays.  The  Art  Insti- 
tute of  Chicago  is  currently  showing 
Monet.  Museum  Co.  stores  as  far  as 
Virginia  prominently  display  repro- 
ductions of  Monet  paintings. 

But  some  of  the  bigger  museums, 
with  sophisticated  retail  operations, 
are  less  than  happy.  Four  years  ago  the 
Art  Institute  of  Chicago  battled  the 
Museum  Co.  for  a  prime  location  in 
Oakbrook,  a  Chicago  suburb,  and 
won.  Such  battles  aren't  likely  to  slow 
down  the  Museum  Co.  Mi 
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There's  lots  of  leverage  in  Fieldcrest  Cannon, 
the  sheet  and  towel  company.  Jim  Fitzgibbons 
is  determined  to  make  it  work  for  shareholders. 

Darkness 


before  dawn 


By  Toddi  Gutner  Block 


31 


S 


Fieldcrest  Chief  Executive  Jim  Fitzgibbons 

"Our  job  is  to  run  the  business  and  produce  earnings,  and  that's  what  we're  doing." 


Irs  OFTEN  DARKEST  just  before  dawn. 
That  may  well  be  the  case  right  now 
with  Fieldcrest  Cannon,  Inc.,  the 
Kannapolis,  N.C. -based  SI  billion 
(revenues)  maker  of  sheets  and  tow- 
els. Fieldcrest  has  been  squeezed  all 
year  by  record  cotton  prices — $  1.17a 
pound,  versus  only  70  cents  a  year 
ago.  All  the  towelmakers  were  fretting 
because  recession-war)'  retailers  like 
Wal-Mart  had  cut  back  on  orders. 

That  afflicts  the  whole  textile  in- 
dustry, but  Fieldcrest  has  problems  of 
its  own.  Fieldcrest's  earnings  for  1995 
tvill  drop  below  S2  a  share,  from 
$3.02  last  year,  estimates  Kay  Nor- 
wood of  Interstate/ Johnson  Lane, 
ieldcrest  hasn't  paid  a  dividend  since 
990,  and  its  net  operating  margins 
re  well  below  those  of  rival  West- 
»oint  Stevens — 6.6%  versus  10.7%.  At 
urrent  market  prices  you  could  buy 
he  whole  company  for  not  much 
nore  than  S200  million. 

Recently,  the  National  Labor  Rela- 

ions  Board  imposed  stiff  sanctions  on 

ieldcrest     stemming     from     long- 

tanding  charges  of  unfair  labor  prac- 

ces;  the  company  is  appealing. 

But  just  beyond  all  this  darkness, 

here  are  signs  of  a  new  dawn.  Chair- 

an  James  Fitzgibbons,  60,  a  quiet, 

rious,  6-foot-3  New  Englander,  has 

een  seriously  reshaping  the  company 

nee  taking  over  five  years  ago. 

Recruited  from  running  a  smallish 

ovate  leather-goods  company,  Fitz- 

bbons  knew  he  was  stepping  into  a 

ess.  The  year  he  took  over,  Field- 

est  had  a  loss  of  $38  million  and  the 

ock  was  below  $6.  Fitzgibbons'  pre- 

cessor  had  plunged  the  company 

ep  into  debt  to  buy  Cannon  Mills,  a 

ebt-laden  and  moneylosing  maker  of 

i>w-end   towels,   and    Bigelow-San- 

rd,  a  carpetmaker  loaded  with  bad 

ventory.   In   both  cases  Fieldcrest 

dly  overpaid. 

Patiently  Fitzgibbons  tackled  these 

d  other  problems.  Some  were  rou- 

e  but  painful:  cutting  nearly  5,000 

19,000  employees,  shutting  an  un- 

ofitable  electric  blanket  division  and 

g  S8  million  of  computers  to 

Ip  redesign  the  work  flow  and  elimi- 

ite  unnecessary  manufacturing  steps. 

e  was  able  to  cut  work-in-progress 

entories  by  S16  million,  to  $69 

llion,  and  reduced  costs  by  buying 

re  cotton  on  long-term  contract 

er  than  on  the  spot  market. 


Fieldcrest  cotton-weaving  facility  in  Kannapolis,  N.C. 
Finally,  modernizing  is  a  company  priority. 


On  the  marketing  front,  Fitzgib- 
bons persuaded  additional  retailers  to 
carry  Fieldcrest's  high-margin 
brands,  like  Royal  Velvet  and  Fox 
Fibre.  He  scored  last  fall  when  J.C. 
Penney's  700  stores  started  carrying 
Royal  Velvet,  an  account  worth  some 
$12  million  a  year  to  Fieldcrest. 

Fitzgibbons  figures  the  cotton 
price  will  break  soon  and  bring  relief 
on  that  front.  "When  you  look  at  50 
years  of  cotton  prices,  the  highest 
[price]  typically  doesn't  last  more 
than  a  year  or  so,"  says  he  (see  chart). 
Right  now,  he's  buying  for  next  year 
at   the    December   futures    contract 


Spinning  cotton 

Cotton  (dollars  per  pound) 
1.00 


0.80 


0.60 


0.40 


0.20 

'50  '65  '80  '95 

Source:  USDA,  Agricultural  Marketing  Service,  Cotton  Division 

Average  spot  market  prices 
for  cotton:  1950-95. 
Cotton  prices  are  volatile, 
but  the  peaks  are  short-lived. 


price  of  around  80  cents  a  pound — 10 
cents  below  the  current  spot  price. 

When  he  had  to  eliminate  Field- 
crest's long-standing  dividend  in  1990, 
his  biggest  shareholder,  the  Dumaines 
trust,  through  the  Boston-based  invest- 
ment firm  Amoskeag,  put  its  35%  stake 
on  the  block  three  years  later.  Three 
investor  groups — Apollo  Advisors, 
Merrill  Lynch  Capital  Partners  and 
Kelso  &  Co. — bid.  So  did  competitors 
Springs  Industries  and  Bibb  Co.  And 
so  did  Fitzgibbons  on  behalf  of  the 
other  shareholders.  "We  had  to  sweat 
it  out  like  everyone  else,"  he  recalls. 
In  the  end,  Amoskeag  chose  Fitzgib- 
bons' $142  million  offer.  Fitzgibbons 
financed  it  with  a  $75  million  private 
placement  of  convertible  preferred 
shares,  and  the  $140  million  sale  of 
the  carpet  division.  The  move  reduced 
the  common  capitalization  by  50%  and 
greatly  increased  the  leverage:  Today 
there  is  more  than  $  1 10  in  sales  behind 
each  of  Fieldcrest's  8.8  million  com- 
mon shares,  versus  just  $83  before  the 
buyout  of  the  trust. 

Says  Fitzgibbons:  "The  trust  want- 
ed income  while  Fieldcrest  had  the 
priority  to  modernize,  and  the  two 
motives  weren't  in  concert." 

Putting  his  own  money  behind  his 
strategies,  Fitzgibbons  has  purchased 
14,000  Fieldcrest  shares  in  the  past  18 
months.  "Our  job  is  to  run  the  busi- 
ness and  produce  earnings,  and  that's 
just  what  we're  doing,"  he  says.     M 
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Suddenly  raiders  like  Carl  Icahn  and  Leon  Black  are  offering  to  buy 
investors  out  of  those  disastrous  limited  real  estate  partnerships. 
What's  their  game?  What  should  investors  do? 

Back  from  the  dead 


By  Gretchen  Morgenson 

Carl  Icahn,  the  quintessential 
1980s  corporate  raider,  has  returned 
to  the  hostile  takeover  game.  Today 
he's  targeting  real  estate;  specifically, 
distressed  real  estate  limited  partner- 
ships peddled  by  brokers  to  the  retail 
trade  during  the  1980s. 

Brokers  talked  investors  into  pour- 
ing over  $50  billion  into  real  estate 
deals  that  almost  immediately  went 
sour.  For  these  forlorn  investors, 
Icahn  is  the  best  news  they've  had  in 
years.  If  a  shrewd  customer  like  Icahn 
is  nosing  around  partnerships,  then 
maybe,  just  maybe,  these  units,  trad- 
ing at  hideous  discounts  to  asset  val- 
ues, will  recover  some  losses. 

Icahn  tendered  for  six  deals  in  May 
and  the  value  of  the  units  jumped  45% 
overnight.  Icahn  didn't  win  enough 
units  to  gain  control  of  the  partner- 
ships, but  investors  were  better  off  for 
Icahn's  involvement.  Ironic  indeed 
that  a  man  with  a  reputation  for  put- 
ting himself  well  ahead  of  his  investors 
should  now  become  their  benefactor. 

It  was  a  typically  aggressive  and 
abrasive  move  by  Icahn.  Insignia  Fi- 
nancial Group,  a  real  estate  manage- 
ment firm  controlled  by  New  York 
property  mogul  Andrew  Farkas,  man- 
ages some  900  partnerships  country- 
wide. In  late  May  Insignia  tendered 
for  units  in  six  apartment  partnerships 
that  it  manages,  called  Shelter  Proper- 
ties. The  partnerships  were  formed  in 
South  Carolina  in  the  1980s  during 
the  real  estate  boom  and  originally 
sold  for  between  $500  and  $1,000 
per  unit.  Insignia's  offers  were  for 
between  $125  and  $350  per  unit, 
depending  on  the  partnership. 

The  day  the  offer  was  to  close, 
Icahn  made  a  rival  hostile  tender  for 
the  same  six  partnerships  at  prices  45% 
higher  than  Insignia's.  The  general 
partner  then  offered  to  match  Icahn's 
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higher  bids.  When  the  dust  cleared, 
Icahn  appeared  to  have  the  worst  of  it. 
Insignia  held  between  19%  and  27% 
of  the  units  outstanding  in  the  six 
partnerships.  Icahn  had  between  8% 
and  14%  of  the  units,  nowhere  near 
the  51%  he  needed  to  oust  Insignia  as 
general  partner.  Now  Icahn  is  sitting 
with  an  equity  interest  in  the  deals  for 
which  he  paid  $9.1  million. 

He  struck  again  in  July, 
offering  to  buy  out  a  Dal- 
las-based real  estate  man- 
agement concern  called 
McNeil  Partners  from  its 
general  partnership  interest 
in  ten  units.  But  according 
to  the  tender  offer  docu- 
ments, no  agreement  was 
reached.  Gossip  is  that 
Icahn  wouldn't  pay  the 
asked  price. 

A  month  later  he 
launched  his  second  hostile 
tender  for  units  in  those  ten 
California-based  limited 
partnerships  controlled  by 
McNeil.  Icahn  offered  be-  ^^^m 
twcen  24  cents  and  $400 
per  unit,  depending  on  the  partner- 
ship. Some  of  his  prices  are  36%  above 
where  the  units  are  trading  in  the 
desultory  secondary  market,  but  a 
huge  discount  from  what  original  in- 
vestors paid.  Others  are  trading  in  the 
secondary  market  above  Icahn's  bids. 

What  makes  the  McNeil  partner- 
ships so  appealing  is  a  rich  manage- 
ment fee — 1  %  of  assets — that  the  gen- 
eral partner  gets  each  year.  This  com- 
pares with  the  typical  fee  of  5%  of 
revenues.  By  Aug.  31  Icahn  had  spent 
$43  million  and  amassed  roughly  45% 
of  the  partnerships.  His  offer  was  set 
to  expire  Sept.  12. 

Peculiar  about  the  situation  is  this: 
Icahn  is  a  man  who  is  savvy  about  real 


\ 

Leon  Black; 
Carl  Icahn  (right); 
Eyeing  easy  part- 
nership pickings 
Sad  fact  for 
limiteds:  Riding 
with  a  raider  may 
be  the  best 
way  out. 


estate  partnerships.  He  must  ha\| 
known  that  it  is  tough  to  topple 
general  partner  by  making  a  hostiil 
tender  for  partnership  units.  Wh\| 
Because  the  outsider  making  a  tend! 
will  always  be  outbid  by  the  insider! 
But  maybe  Icahn  figures  that  his  pre:l 
ence  in  the  situation  will  nudge  trj 
general  partners  to  do  a  better  job  ar 
produce  some  profits. 

General  partners  are  tfl 
I  quintessential  insider! 

They  have  too  much  tl 
I  lose,  in  fees  and  control  <l 
properties'  cash  flows,  tl 
want  to  relinquish  the] 
grips  on  a  partnership.  Si 


they'll  do  anything 
maintain  control,  even 
this  means  paying  well  u 
to  do  so.  The  general  par 
ner  is  unlikely  to  overpa;. 
He  knows  the  exact  value  c 
the  properties,  down  to  th 
last  brick  and  shingle. 

So  why  did  Icahn  tni 
He  didn't  return  FORBE 
phone  calls,  but  here's  I 
good  guess  at  his  motive 
He  wants  to  gain  control  ( 
partnerships  at  a  discount  to  net  assi 
value,  liquidate  the  properties  an 
take  his  profits.  He  was  outsmarta 
in  the  Insignia  case;  he'll  be  cagic 
next  time. 

What  Icahn  surely  already  knows 
that  the  easiest  way  to  get  control  of 
partnership  is  to  buy  all  or  part  of  tl" 
general  partner  that  manages  it.  Leo 
Black  scored  such  a  deal  last  Octobe 
when  his  Apollo  Real  Fstate  Ventura 
paid  $  1 5  million  for  a  33%  interest  in 
general  partner  that  controls  19  Caj 
fornia  partnerships  launched  betwee 
1977  and  1986. 

Once  it  owned  a  piece  of  the  genei 
al  partner,  Apollo  immediately  bega 
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tendering  for  partnership  units 
among  the  100,000  or  so  investors  in 
the  deals.  It  offered  $70  million  for 
assets  that  were  appraised  at  $110 
million  at  the  time  of  the  deal  and  for 
which  investors  paid  over  $500  mil- 
lion originally.  In  spite  of  its  lowball 
bid,  Black's  outfit  snared  an  astonish- 
ing 35%  of  the  units  outstanding. 

There's  plenty  of  room  for  self- 
dealing  in  these  situations,  as  Leon 
Black  realizes.  A  general  partner,  with 
a  fiduciary  duty  to  its  limiteds,  offers 
to  buy  out  their  units  at  a  big  discount 
to  appraised  value.  It's  a  clear  case  of  a 
well-informed  buyer  and  a  very- 
much-in-the-dark  and  very  weary  sell- 
er. Now  fully  in  control  of  the  part- 
nerships, Black's  outfit  has  already 
started  to  flip  the  properties  for  enor- 
mous profits. 

Raped  once,  the  ordinary  investors 
are  getting  raped  twice.  But  there  is  a 
possible  way  to  avoid  the  second  out- 
rage. It  is  this:  When  these  tender 
offers  are  made,  the  investor  has  two 
choices.  He  can  take  his  money  and 
go  away,  happy  that  he  got  a  better 
price  than  he  could  have  gotten  a 
short  time  before.  Or  he  can  hang  on 
and  ride  along  with  the  raider. 

There's  a  lot  to  be  said  for  not 
tendering.  Why?  Because  when  a  gen- 
eral partner  owns  units  in  the  partner- 
ship, it's  not  just  a  manager  who 
siphons  off  fees.  "It's  an  owner  with 
the  same  interests  as  the  other  limited 
partners,"  says  $pencer  Jefferies,  edi- 
tor of  Partnership  Profiles,  an  industry 
newsletter  out  of  Dallas.  Ditto  with  a 
raider  like  Icahn.  These  people  aren't 
in  for  a  patient  6%  return.  They  want 
to  make  a  fast  profit  and  get  out.  If 
you've  kept  your  units,  you'll  get 
close  to  the  same  price  he  will.  Of 
course,  you  may  not  get  your  original 
investment  back,  but  you'll  probably 
get  more  of  it  back  than  if  you  had 
sold  on  the  tender. 

Listen  to  Glen  Bigelow,  of  Bigelow 
Management  Inc.,  a  New  York  City 
firm  that  buys  and  sells  limited  part- 
nership units:  "Occupancy  rates  are 
up,  rents  are  up,  new  construction  is 
lagging  and  liquidity  is  improving 
among  real  estate  lenders."  All  this 
spells  a  rising  real  estate  market.  Part- 
nership units  should  rise  as  well,  albeit 
from  extremely  depressed  prices. 

Hang  tight,  folks.  The  worst  may 
be  over.  ■ 
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While  other  states  fuss  and  fidget  with  their  Medicaid  systems,  Tennessee 
did  radical  surgery.  The  surgery  has  already  saved  the  state  $1  billion. 

The  Big  Bang  approach 


By  Rita  Koselka 

With  only  six  weeks'  notice,  the 
state  of  Tennessee  began  moving  25% 
of  its  population  into  managed  care 
programs  in  January  1994.  It  did  so 
by  transferring  over  its  entire  Medic- 
aid roster,  plus  many  of  the  uninsured 
who  were  getting  free  or  subsidized 
medical  care.  Previously,  managed 
care  had  only  a  7%  penetration  in 
Tennessee.  Hospitals  and  doctors 
howled,  but  the  program  is  working. 

Like  many  states,  Tennessee's 
health  care  spending  had  swollen  out 
of  control.  Medicaid  accounted  for 
S3  billion  of  the  state's  S12  billion 
budget  in  1993  and  was  growing  at 
20%.  "It  was  not  economically  re- 
sponsible to  try  to  tax  our  way  out  of 
the  problem,"  says  former  finance 
commissioner  David  Manning. 

Raising  taxes  would  simply  have 
driven  business  out  of  the  state  and 
compounded  rather  than  alleviated 
the  state's  economic  problems. 

Tennesseans  are  fiercely  antitax, 
which  is  one  reason  the  state  is  so 
attractive  to  business.  The  state  ranks 
49th  in  the  nation  in  per  capita  tax 
rates.  Former  governor  Ned 
McWherter  was  rebuffed  when  he 
tried  to  impose  .m  income  tax  in 
1992.  Tennessee  relies  on  a  high  sales 
tax,  which  is  painful  for  consumers 
but  puts  less  burden  on  economic 
productivity. 

To  keep  medical  costs  down,  the 
state  was  not  above  a  bit  of  financial 
legerdemain  at  the  expense  of  the 
federal  Treasury  (see  box,  opposite). 
"He  was  the  dog  that  taught  the  pack 
to  hunt,11  quips  Gordon  Bonnyman 
of  the  Legal  Aid  Society  of  Middle 
Tennessee,  speaking  of  former  fi- 
nance commissioner  Manning.  When 
Congress  closed  this  loophole  in 
1992,  Tennessee  had  to  find  a  way  to 
save  money. 

While  health  care  advocates  sug- 
gest all  sorts  of  tinkering  and  partial 
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David  Manning,  Tennessee's  former 
finance  commissioner,  rejected  a  tax  solution 
"He  was  the  dog  that 
taught  the  pack  to  hunt." 


steps,  TennCare — as  the  local  system 
is  known — went  whole  hog.  It  ac- 
cepted bids  from  managed  care  com- 
panies and  moved  more  than  700, 000 
Medicaid  participants  and  400,000 
previously  uninsured  state  residents 
into  programs.  "We  substituted  the 
state's  buying  power  for  its  taxing 
power,1'  says  Manning. 

Manning's  logic  is  elegant,  al- 
though unfortunately  little  under- 
stood in  Washington.  Under  the  old 
program  a  person  eligible  for  Medic- 
aid would  visit  his  own  doctor  or 
hospital  and  the  provider  would  bill 
the  state,  receiving  a  standard  fee  that 
was  below  the  level  paid  by  private 
insurers. 


The  state  also  paid  subsidies  ft 
medical  education  and  medical  ca: 
for  the  needy.  Tennessee  received  a 
most  $2  in  federal  matching  funds  ft 
every  SI  it  spent. 

By  federal  law,  health  care  provu 
ers  had  to  treat  for  free  seriously 
patients  who  were  uninsured.  Sta 
hospitals  and  doctors  simply  shiftt 
the  cost  of  these  services  to  the  pr 
vately  insured  or  were  reimburse 
through  other  government  subsidie 
One  such  subsidy  was  the  so-calk 
disproportionate  share  for  hospita 
that  treated  more  than  the  averaj 
hospital's  share  of  the  uninsured. 

In  figuring  out  how  to  reform  tl 
system,  Manning  took  the  tot» 
amount  of  the  money  the  state  arf 
federal  governments  paid  into  med« 
cal  services  in  Tennessee.  Dividin 
that  by  the  number  of  Medicaid  recij 
ients,  Manning  came  out  with  ov 
$3,500  per  person— more  than  doi 
ble  the  private  market  rate  of  aboi 
S  1,600. 

Manning  realized  that  for  thl 
much  money  he  could  cover  all  thj 
uninsured  as  well — instead  of  jui 
subsidizing  charity  care.  He  set  a  prifl 
per  capita  of  SI, 200 — in  effect  tl 
manding  a  volume  discount  from  th 
private  sector. 

Managed  care  organizatioi 
gulped,  but  still  scrambled  to  pi 
together  bids  for  TennCare  custon 
ers.  Twalve  managed  care  organiz 
tions  were  chosen  by  or  assigned  fo 
mer  Medicaid  patients.  Lhiinsure 
people  earning  up  to  five  times  tl 
poverty  level  were  allowed  in.  Tin 
were  charged  premiums  on  a  slidir. 
scale.  Once  a  year  participants  ca 
switch  among  providers  to  keep  the 
services  competitive. 

"We  had  $3  billion  to  spend, 
knew  someone  would  play,"  sa; 
Manning  drily. 

The  potential  losers  were  docto 
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Lobstergate 


■CAMMING  the  Health 
Care  Financing  Adminis- 
tration was  a  national  pas- 
time in  state  capitals  until 
1992.  Here's  how  Ten- 
nessee played  the  game: 

Former  finance  com- 
missioner David  Manning 
realized  that  the  feds  just 
looked  at  the  total  number 

dollars  the  state  put 
into  health  care  for  the 
poor,  not  where  those 
dollars  came  from. 

Manning  asked  hospi- 
tals that  served  large  Med- 
i  icaid  populations  to 
ii  "donate"  to  state  coffers. 
He  then  turned  around 

a; 
lit 

ilk  land  hospitals.  The  more  patients  go 
t  on  managed  care,  the  greater  the 
q  (pressure  on  doctors  and  hospitals  to 
cut  their  prices  and  perform  more 
it  efficiently.  Not  all  the  savings  from 
i  fTennCare  came  out  of  doctors'1  pock- 
i  iets:  Before,  Medicaid  patients  usually 
ni  went  to  an  emergency  room — the 
ni  piost  expensive  part  of  the  hospital — 
ttj  Mien  they  needed  to  see  a  doctor, 
r  Now  they  have  a  primary-care  physi- 
i  dan  with  whom  they  make  an 
ik  appointment. 

"Providers   think  Medicaid   owes 
:  them  a  In  ing.  We  don't  say  that  to  any 
pther  government   contractor,"   ar- 
gues Legal  .Aid's  Bonnyman.   "We 
j  say,  'If  you  can  deliver  the  product 
according  to  specs  at  the  contracted 
r  J>rice  and  make  a  good  living — or 
make  an  outrageous  profit — go  for  it. 
if  you  don't  think  that  is  in  your 
merest,  don't.'  " 
To  minimize  disruption  the  state 
orked  with  Glen  Watson,  head  of 
Mue  Cross  &  Blue  Shield.  The  Blues 
lad  created  a  medical  provider  net- 
work that  had  a  contract  with  state 
mployees  and  did  not  want  to  jeop- 
rdize  this  nice  piece  of  business.  Wat- 
on  agreed  that  the  Blues'  network 
ad  to  serve  TennCare  patients  if  it 
*'as  going  to  continue  seeing  state 
mployees. 
The  so-called  cramdown  provision 
ifuriated  doctors.  Over  2,200  of  its 
,000  physicians  dropped  out  of  the 


and  counted  that  money 
toward  his  federal 
match.  The  hospitals 
didn't  mind  because  he 
shared  with  them  some  of 
what  he  squeezed  out  of 
the  feds. 

When  Washington 
caught  on  that  it  wasn't 
state  money  it  was  match- 
ing, Manning  pulled  a 
switch.  He  levied  taxes  on 
hospitals.  Hospitals  paid 
willingly  because  they 
knew  they  would  be  com- 
pensated more  for  reim- 
bursements after  caring  for 
the  poor  than  they  were 
taxed. 

Tennessee  wasn't  the 
onlv  state  with  its  hand  in 


the  till.  In  New  Hamp- 
shire, then-governor  Judd 
Gregg  overstated  Medic- 
aid matching  funds  in  1991 
and  1992.  Gregg  used 
most  of  the  extra  federal 
money  for  bridges  and 
other  pork-barrel  projects. 
Now  a  U.S.  senator, 
Gregg  is  leading  the 
charge  on  Medicare  re- 
form as  a  member  of  the 
government's  federal  task 
force. 

In  1991  KathyBetts, 
director  of  a  Massachusetts 
hospital  bureau,  stum- 
bled on  the  federal  regula- 
tion that  led  to  these 
windfall  Medicaid  reim- 
bursements. She  institut- 


ed hospital  taxes  that 
increased  the  state's 
match  by  $489  million, 
leaving  it  with  a  $29  mil- 
lion surplus. 

The  Boston  Globe  did  a 
front-page  story  when  the 
city  of  Marblehead 
awarded  her  a  bushel  of  free 
lobsters  for  her  services  in 
balancing  the  budget. 

But  the  publicity  did 
them  all  in.  Congress  got 
wise  and  closed  the  loop- 
hole in  late  1992,  spoiling 
that  particular  game  for 
everybody.  But  politicians 
will  find  other  ways  to 
spend  money  and  pass 
the  buck. 


/Jm. 
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Former  governor  Ned  McWherter  (left) 
Proudly  enlisting  the  private  sector. 


Blues'  network  rather  than  accept 
TennCare  patients  with  their  lower 
reimbursement  rates. 

The  doctors  have  a  point,  but  their 
arguments  run  flat  against  fiscal  reali- 
ties. We  don't  feel  sorry  for  Apple  if  it 
can't  produce  a  computer  for  $1 ,000 
when  Dell  can. 

Businesses  know  that  they  must 
produce  products  at  a  cost  that  the 
market  will  pay.  Sentiment  aside, 
medicine  is  a  business  today,  and  the 
doctors  and  hospitals  of  Tennessee 
could  not  afford  to  ignore  25%  of  the 
population. 

Predictably,  the  doctors  are  steadily 
streaming  back  into  the  Blues'  net- 
work, especially  general  practitioners, 
whose   rates   take   less   of  a   haircut 


under  TennCare  than  specialists'  do. 

To  repair  state/doctor  relation- 
ships, the  state  has  upped  payments 
about  10%  under  newly  elected  Gov- 
ernor Don  Sundquist  and  instituted 
an  advisory  board  that  includes  physi- 
cian groups.  Sundquist  has  also  creat- 
ed a  government  office  to  regulate  the 
managed  care  organizations  to  make 
sure  they  care  adequately  for  patients 
and  do  not  shortchange  doctors  and 
hospitals. 

There  were  many  problems  in  the 
program  its  first  year  owing  to  its 
hasty  implementation.  The  state 
failed  to  collect  premiums  from  many 
of  the  uninsured  because  its  billing 
systems  were  not  set  up,  but  that  is 
being  dealt  with  now. 

The  managed  care  organizations 
were  late  establishing  a  system  where 
primary  care  physicians  were  assigned 
patients  to  monitor  and  approve  cost- 
effective  services. 

But  without  the  rush,  the  program 
might  have  stalled  indefinitely  while 
special-interest  groups  besieged  the 
legislature.  Former  governor  Ned 
McWherter  is  proud  of  what  he 
helped  create:  "Tennessee's  health 
care  costs  are  almost  $1  billion  less 
than  they  would  have  been  without 
TennCare,  and  we've  covered  94%  of 
the  population.  We  did  it  by  enlisting 
private  market  forces,  not  ignoring 
them,"  he  says.  Other  governors  and 
legislatures  take  note.  Mi 
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For  years,  your  sharpest  ideas  had  to  be  entrusted  to  the  dullest  overhead  projectors. 


And  then  you  discovered  that  a  presentation  with  film  and  sound  and  animation  can  fit  in  a  briefcase. 


And  you  discovered  that  you  can  slip  200  megabytes  of  product,  pricing  and  competitive  updates  into  a  coa 


And  you  discovered  that  you  can  add  French  subtitles  to  a 


And  you  di 


For  more  information,  visit  us  on  the  Internet  at  http://www.info.apple.com/gomobile/ 


i  ../  \pptt  tbt  Ippli  /■.'.:>■  frxaf&fi  ItaM  a  trademark  of  International  Business  Uacboies  Corporation  ■  ■ 


d  edit  a  sales  video  at  30,000  feet. 


i:an  check  an  inventory  database  inTacoma  from  the  back  of  a  taxi. 


And  you  discovered  how  convenient  it  can  be  to  fax  a  purchase  order 


from  a  cafe'  on  the  Champs-Elyse'es  to  a  desk  in  Seattle. 


I  how  powerful  the 
Imputer  makes  you. 


And  you  discover: 


It's  not  how  powerful 
the  computer  is. 


100-117  MHz  603e 

PowerPC  dp,  ,j5br 

Li-Ion  battery,  6  21b. 

10.4"  VGA  or  SVGA  screen 

up  to  64MB  RAM  expan 

si in  up  to  1.1GB 


html  time,  imlable 
230MB  WO  cartridge  avail- 
able, built-in  infrared 
supporting  LocalTali'  up 
in  16-bit  video  out, 
16-bit  stereo  sound 


Introducing  Macintosh 
PowerBook  with  PowerPC. 


The  power  to  be  your  best; 
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All  you  need  i 

and 

royalties 


By  Peter  Nevvcomb  with  Robert  La  Franco 


In  a  MODEST  OFFICE  on  the  second 
floor  of  27  Ovington  Square  in  Lon- 
don sits  Neil  Aspinall,  an  accountant 
by  trade  and  chief  of  Apple  Corps 
Ltd.  A  slim  man  who  bears  a  vague 
resemblance  to  actor  John  Malko- 
vich,  Aspinall,  52,  is  not  your  typical 
entertainment  executive.  For  one 
thing,  Apple  Corps  (no  relation  to 
Apple  Computer)  represents  the  col- 
lective Beatles,  one  of  the  music  in- 
dustry's most  enduring  acts,  and  the 
Beatles — or  in  one  case  the  estate — 
own  Apple  Corps. 

For  another,  Aspinall  is  an  intense- 
ly private  man  in  a  business  where 
publicity  is  money  and  privacy  almost 
nonexistent.  So  rarely  has  he  been 
interviewed  that  a  Nexis  search  of  his 
name  yielded  just  one  quote  in  15 
years.  Since  he  turned  down  our  inter- 
view, we  won't  be  able  to  contribute  a 
second  quote,  but  we  can't  ignore 
him  when  writing  about  the  music 
business. 

One  of  the  four  Beatles  is  dead  and 
the  other  three  have  had  varying  luck 
on  their  own.  Yet  the  old  act  should 
gross  more  than  SI 00  million  this 
year — in  good  part  because  of  Aspin- 
all's  careful  low-key  stewardship.  His 
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strategy  is  simple:  Avoid  overexpos- 
ing the  product,  and  play  off  the 
frenzy  of  publicity  when  you  do  come 
to  market.  You  aren't  just  selling 
product.  Every  exposure  is,  in  effect, 
an  event. 

Most  of  the  Beatles'  1995  loot  will 
be  generated  by  a  single  product:  a 
newly  filmed  documentary,  the  Bea- 
tles Antljoloriy.  It  will  show  in  more 
than  40  countries  on  TV  this  Novem- 
ber and  will  run  six  hours. 

Aiu  paid  Apple  nearly  S20  million 
for  the  broadcast  rights  in  the  U.S., 
and  will  air  the  show  over  three 
nights  on  prime  time  beginning  mid- 
November.  Over  80%  of  the  com- 
mercials were  sold  in  the  first  three 
weeks,  with  some  30-second  spots 
fetching  more  than  $300,000.  'This 
has  been  the  fastest-selling  one-shot 
special  in  abc  history,"  spouts  Rob- 
ert Cagliero,  executive  vice  president 
of  ad  sales  for  ABC. 

Ford  Motor  Co.  was  the  first  buyer. 

The  Beatles,  circa  1965 
Magical  money  tour:  Thirty  years  later 
they've  got  three  soon-to-be-released 
albums  and  a  new  video  anthology. 
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The  four  Beatles  have 
not  toured  or  recorded 
a  new  album  together 
in  over  25  years.  Yet 
they  are  one  of  this 
year's  highest-paid 
acts,  bringing  in  more 
than  $100  million. 


THE  TOP  40 


Ford  will  get  1 6  commercials  over  th< 
six  hours  of  programming,  numerous 
mentions  and  electronic  billboards 
and  will  be  the  exclusive  automotive 
sponsor  for  the  special.  Demograph 
ics  played  a  vital  part  in  the  company'' 
decision. 

'The  Beatles  are  a  perfect  mate! 
for  our  Taurus  launch, "  says  Gerr 
Donnelly,  advertising  manager  at  th( 
company's  Ford  Division.  In  th 
U.K.,  [TV  outbid  the  BBC  for  th 
broadcast  rights,  anteing  up  close  t<,  Eat 
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The  band  just  prior 
to  their  1970  splitup; 
Apple  Corps'  chief, 
NeilAspinall 
Private,  low-key, 
a  fifth  Beatle. 
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$10  million  for  the  special.  Appl 
should  gross  nearly  $75  million  oi^lx 
the  television  anthology  alone. 

You  can  imagine  what  the  televi 
sion  show  will  do  for  record  sales.  It  i 
the  days  immediately  following  th>  Si 
television  broadcast,  record  stores  wil 
be  shipped  the  first  of  three  new  musi>:  Ik 
releases:  a  two-disc  CD,  featuring  nevi  b 
er-before-heard  Beatles  tracks,  as  wel  nil 
as  a  new  song,  Free  as  a  Bird,  that  th  tssli 
remaining  members  of  the  group  re 
cently  recorded  over  a  John  Lennon  tii 
track.  Two  similar  two-disc  sets  wiij  jgj 
follow.  lirPi 

Even  without  big  events,  annua  S\n< 
record  and  publishing  royalties  ruillpplt 
around  $12  million  for  the  Beade  ip  in 
and  their  estates.  usint 

But  this  year's  hoopla  has  Charle  ;jrlC 
Koppelman,  chairman  of  KMI  Record  kn 
Group  North  America,  drooling  btk 
since  EMI  secured  the  distribution  Inn 
rights  for  the  home  video.  "This  i  r\\ 

„  going    to    be    the    release    of   th(  kn: 

1  decade,"  he  almost  shouts.  "It's  gc  jn: . 

\   ing  to  be  incredible." 

i  Formed  in  1967,  Apple  was  create*  dim 
primarily  to  shelter  the  band  fror  RlV 
England's  confiscatory  personal  in  hti re 
come  taxes — even  in  their  countdj  iroUo 
culture  days,  the  boys  had  their  eye.  o^ 
on  the  main  chance.  Apple  was  esseir  1^, 
dally  a  tax  dodge.  ^  \ 

But  as  the  money  poured  in,  th  "]],, 
company's  role  expanded.  The  Bea  itm^ . 
ties'  original  contract  with  km  I,  \vhic»  !((lltl 
yielded  such  hit  albums  as  Revolvi  i^ 
and  Rubber  Soul,  had  expired  in  196( 
Tough  negotiations  followed. 

Peter   Brown,   now    An   entertaii 
ment  industry  consultant  whose 
cuts  include  Andrew  Lloyd  Web 
and    the   BBC,   worked   closely 
Aspinall  at  Apple  in  the  early  day: 
"We  were  confronted  with  the  tat | 
that  we  had  four  owners  who  had  n 
experience  at  business,  no  experienc 

I 
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with  money  and  could  never  agree  on 
anything,'''  says  Brown. 

Lennon  and  McCartney  had  differ- 
ent  ideas  about  the  business  future. 
McCartney  brought  in  the  father/son 
team  Lee  and  John  Eastman,  promi- 
nent New  York  entertainment  law- 
yers. Lennon  brought  in  Allen  Klein, 
an  accountant  who  had  recently  pil- 
laged the  Rolling  Stones'  business.  It 
i  :was  not  a  happy  scene. 

After  much  public  acrimony  the 
iBeatles  split,  just  three  years  after 
f  \pple  was  formed.  The  fight  was  not 
lbout  artistic  principles.  It  was  about 
noney.  "A  lot  of  the  breakup  really 
:ame  about  from  disagreement  with 
low  to  proceed  on  a  business  level," 
iSrown  recalls. 

Aspinall  was  left  in  charge  of  han- 
Uing  the  old  but  perpetually  selling 
ieatles  albums.  Lennon,  McCartney 
nd  Harrison  went  on  to  pursue  suc- 
I  essful  solo  careers.  And  Ringo  Starr, 
former  character  on   the   kiddie 
how   featuring  Thomas   the   Tank 
mgine,  was  last  seen  hawking  pizza 
or  Pizza  Hut. 
Since  then  Aspinall,  in  charge  of 
pple's  business  since  the  band  split 
p  in  1970,  has  pursued  this  simple 
usiness  strategy:  Keep  the  product 
:arce   and  promote   it  hard.    Even 
'hen  the  group  was  still  together,  the 
eatles  made  just  13  "core"  records, 
lany  of  them,  including  Abbey  Road, 
£t  It  Be,  and  Sgt.  Pepper's  Lonely 
leans  Club  Band,  are  consistently 
ong  the  industry's  bestselling  cata- 
jg  records.  Each  year  the  catalog  sells 
ell  over  1  million  copies. 
Record  store  bins  aren't  inundated 
ith  repackaged  Beatles  products.  Go 
rough  the  record  bins  of  the  Rolling 
ones  or  Elvis  Presley  and  you'll  find 
Bevy  of  "best  ofs"  and  live  record- 
gs.  Not  the  Beatles. 
"They've  been  very  into  not  satu- 
ting  the  market,"  says  Terri  Santisi, 
ecutive  vice  president  of  EMI  Ree- 
ds Group  North  America.  "That 
been    their    strength    all    these 
are." 

Santisi  says  this  is  what  happens  with 
ny  new  Beatles  products:  They  are 
t  on  the  market  for  a  limited  time 
d  then  removed.  Take  their  great- 
-hits  packages,  known  to  Beatles 
s  as  the  Red  and  the  Blue  albums, 
eased  in  1993;  and  the  Live  at  the 
tapes,  released  in  1994.  The  bbc 


tapes  will  be  taken  off  the  market  this 
October,  and  the  two  albums  possibly 
later.  They  may  be  released  again  in 
several  years,  or  they  may  not.  If  they 
are,  it  will  be  amidst  suitable  fanfare. 

The  estate  of  Elvis  Presley,  who 
died  in  1977,  still  earns  upwards  of 
S 1 5  million  a  year,  much  of  it  coming 
from  Graceland,  the  King's  former 
home  and  de  facto  mausoleum.  Rec- 
ord sales  of  Jimi  Hendrix,  perhaps  the 
greatest  electric  guitarist  ever, 
still  generate  millions  of  dollars  in 
royalties. 

But  for  sheer  moneymaking  dura- 


bility, no  one  comes  close  to  the 
Beatles.  Perhaps  there  should,  there- 
fore, be  a  fifth  Beatle:  Neil  Aspinall. 
Thirty-five  years  ago  he  left  an  ac- 
counting apprenticeship  to  work  for 
the  musical  act. 

"They've  given  him  a  lot  of  grief 
because  they  don't  know  any  better, 
but  Neil  has  remained  loyal,"  says 
Brown  of  Aspinall  and  his  tempera- 
mental charges.  "What  happens  now 
is  that  they  still  can't  make  up  their 
minds  about  anything,  so  in  the  end 
they  tend  to  let  Neil  sort  it  all  out." 

Way  to  go,  Neil.  wm 


Finally, 

the  big  one . . . 

Early  in  his  career  as  a 
director  of  music  publish- 
ing, Charles  Koppelman, 
then  23,  was  working  for 
the  music  publishing  di- 
vision of  Columbia  Pic- 
tures. He  heard  some  of 
the  Beatles'  British  record- 
ings and  urged  his  boss  to 
fly  him  to  London  so  he 
could  meet  with  Brian 
Epstein,  the  group's  man- 
ager at  the  time. 

Send  a  23-year-old? 
No  way. 

"We  never  made  the 
deal,"  Koppelman  regrets. 
Instead,  the  rights  were 
picked  up  by  a  number  of 
U.S.  publishers. 

Twenty  years  later 
Koppelman  had  another 
chance  to  grab  a  piece  of 
the  Beatles.  ATV  Music,  the 
publishing  company  that 
owned  the  rights  to  most  of 
the  Beatles  catalog,  was 
for  sale. 

At  that  time  Koppel- 
man owned  music  publish- 
er Entertainment  Music 
Co.  and  bid  S45  million.  At 
the  last  minute,  Enter- 
tainment's bid  was  topped 
by  S2.5  million  by  Mi- 
chael Jackson.  "We  came 
back  from  England  emp- 
ty-handed," Koppelman 
recalls.  "No  cigar." 

Only  in  1993  did  Kop- 


pelman finally  get  his  Bea- 
tles. He's  now  chairman 
and  chief  executive  of  EMI 
Records  Group  North 
America,  a  division  of 
Thorn-EMI.  EMI  will  de- 
liver three  double-disc  CDs 
of  Beatles  music,  the  first 
later  this  year. 

This  new  anthology 
will  mean  hundreds  of  mil- 
lions of  dollars  for  his  rec- 
ord company,  and  will  help 
make  the  Beatles  one  of 
the  highest-paid  acts  in  en- 
tertainment this 
year.  -P.N.  wm 


EMI  Records 
Group  North  America 
Chairman  Charles 
Koppelman 
The  new  Beatles 
deal  gives  him 
plenty  of  cause 
to  light  up. 
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Ah,  the  wonders  of  rock  'n'  roll. 
High  on  our  list  of  the 
big  money  entertainers 
this  year  is  a  rock  group 
that  hasn't  cut  a  new  record 
together  in  25  years. 

By  Robert  La  Franco 

Today's  TOP  STARS  arc  naming  their  prices  as  studios, 
record  labels  and  television  networks  clamor  for  that 
sacred  asset:  content.  Over  the  last  two  years  the  40  top- 
earning  entertainers  took,  in  almost  $2.2  billion  com- 
bined— an  average  of  S54  million  each.  That's  nearly 
double  their  take  in  the  first  Forbes  Top  40  list  in  1987. 

Getting  the  dinosaur's  portion  of  that  $2  billion  this 
year — $120  million — is  Hollywood's  Steven  Spielberg, 
who,  even  though  he  has  his  own  shop,  is  still  collecting 
profits  from  Universal  Studios'  Jurassic  Park. 

Oprah  Winfrey  has  a  thriving  empire  that  keeps  her  at 
number  two  this  year.  Her  wholly  owned  Harpo,  Inc.  is 
producing  the  tenth  season  of  The  Oprah  Winfrey  Show. 

Also  looming  large  on  the  small  screen  is  Roseanne,  who 
jumps  up  from  last  place  last  year  to  29th  this  year.  David 
Letterman  now  owns  his  own  late-night  talk  show,  but  his 
big  bucks  come  from  a  $14-million-a-year  salary  at  CBS. 

Barney,  the  purple  creation  of  Sheryl  Leach,  is  still 
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strong  on  TV,  but  his  licensing  market  suffered  overexpc 
sure  (Forbes,  Oct.  10,  1994).  This  year  he  slips  froi 
number  3  to  number  17. 

Records?  It's  the  rock  'n'  roll  relics  that  dominate  tl 
list.  There  are  14  music  acts  on  the  list,  and  most  of  thei 
were  making  records  20  years  ago. 

So,  guess  who's  back?  The  Beatles,  a  group  that  hasn 
cut  a  new  record  together  since  1970  (see  story,  p.  130 
The  Beatles  are  the  hottest  act  of  1995,  with  a  six-hoi 
anthology  owned  by  their  company,  Apple  Corps,  th 
should  pull  in  a  cool  $100  million. 

Michael  Jackson  has  a  record  label,  a  publishing  comp 
ny  and  a  profit-sharing  agreement  with  Sony  Music.  H 
album,  HlStory — Past,  Present  and  Future  Book  One,  h 
so  far  sold  7  million  copies  worldwide. 

Jon  Bon  Jovi  returns  to  the  Top  40  this  year,  while  so 
crooners  Boyz  II  Men  appear  for  the  first  time.  Min 
conglomerate  Jimmy  Bufifett  makes  his  third  straigl 
appearance,  at  number  36  this  year.  Aerosmith's  cleanei 
up  act  assumes  the  32nd  position  (see  story,  p.  156 
Rockers  Rod  Stewart,  Guns  N'  Roses,  U2,  Eric  Claptc 
and  country  singer  Billy  Ray  Cyrus  slip  off  this  year. 

David  Copperfield  holds  steady  in  the  top  ten  while  H 
illusionist  competition,  Siegfried  &  Roy,  are  now  a  mull 
media  property  with  TV  shows,  a  video,  a  CD  and  merchai 
dising  to  complement  their  live  act. 

Buoyed  by  movie  revenues,  several  scribblers  made  tl 
list.  Michael  Crichton  saw  his  Congo  released,  whi 
Stephen  King's  Shawshank  Redemption  was  nominated  f 
an  Oscar.  Not  only  do  the  films  bring  in  huge  payment 
they  also  greatly  stimulate  book  sales. 

In  movieland,  Sylvester  Stallone  is  Mr.  Moneybags  tl 
year  at  number  ten  on  our  list,  but  Tom  Hanks  is  runnii 
fast  on  his  heels  with  his  8%  cut  of  revenues  from  Porn 
Gump.  A  similar  deal  brings  the  film's  director,  Robe 
Zemeckis,  to  the  list  for  the  first  time. 

Michael  Douglas  returns  this  year,  thanks  to  Disclosu 
and  the  upcoming  film  TJje  American  President.  Last  ye 
Douglas  formed  an  independently  financed  productic 
company  with  producer  Steven  Reuther.  Why  take  the  ri 
when  you  get  more  than  $12  million  to  star  in  a  movi 
"Financing  gives  you  ultimate  control,"  says  Douglas. 

Tell  that  to  Kevin  Costner,  who  gave  up  his  share 
Watcrworld\  box  office  gross  so  he  could  shoot  a  few  ext 
scenes.  Costner  tails  from  16  to  39  this  year.  Rob 
Williams  and  Arnold  Schwarzenegger  return  this  year,  b 
Tom  Cruise  slips  off,  taking  some  time  to  be  with  his  nil 
Nicole  Kidman,  as  she  shoots  her  own  movie  in  Italy. 

Movie  new  comers  this  ye^r  are  Demi  Moore  and  Ji 
Carrey,  both  boosted  by  escalating  actor  prices.  Carrey  w 
get  $20  million  for  his  next  film,  but  don't  expect  fine  a:|    ,. 

"Salaries  are  escalating  so  dramatically,  most  of  us  a™ 
willing  only  to  produce  the  safest  product,"  says  oi 
studio  executive.  "We  don't  pay  that  kind  of  money 
take  risks." 

All  figures  are  Forbks'  estimates  of  gross  earnings  fro 
entertainment  or  from  entertainment-related  businfl 
Money  made  from  outside  investments  is  not  counte 
Sources  include  industry  executives,  agents  and  law  vers 
well  as  SoundScan,  Performance,  Pollstar,  Amuseme 
Business  and  Billboard. 
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j  Jtcven  Spielberg 


1994 $165,000,000 

1995 $120,000,000 

Total $285,000,000 


J  ast  year  director  Spielberg  cashed  in  on  Jurassic  Park—the  biggest-gross- 
,  .g  movie  in  history— then  gave  up  a  lucrative  profit-sharing  deal  with  Univer- 
J  Studios  to  launch  his  own  shop,  DreamWorks  SKG,  with  partners 
vth  'avid  Geffen  and  Jeffrey  Katzenberg.  "I  love  to  gamble,"  he  says. 


Oprah  Winfrey 

21994 $72,000,000* 
1995 $74,000,000 
Total $146,000,000 

Winfrey  has  steadily  consolidated  control 
over  her  talk  show  empire  since  going  into 
national  syndication  in  1986.  "I'm  pretty 
possessive,"  says  Winfrey,  now  the  sole  owner 
of  The  Oprah  Winfrey  Show,  the  studio  it's 
produced  in,  and  a  chunk  of  the  company  that 
distributes  it. 

•Numbers  adjusted  from  last  year  based  on  updated  information. 


eatles 


5 


1994 $30,000,000 

1995 $100,000,000 

Total $130,000,000 


disco  can  come  back,  why  not  Ringo,  Paul  and  George?  With 
new  records  since  1970,  the  remaining  three  Beatles  stunned 
world  this  year  with  a  worldwide  television  project  that 
)uld  bring  them  at  least  S75  million  this  year  alone.  Add  in 
>um  sales  and  the  rock  group  ends  up  near  the  top  of  our  list. 
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Rolling  Stones 

41994 $50,000,000 
1995 $71,000,000 
Total $121,000,000 

Their  recent  tour  needed  250  people,  70  trucks  and  cost  more 
than  $1  5  million  a  week.  "It  was  expensive,"  says  promoter 
Michael  Cohl,  "but  it's  good  business."  Tickets  and  merchan- 
dise grossed  over  $300  million.  The  band's  estimated  cut: 
one-third  of  that;  the  live  album  is  expected  early  next  year. 
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Eagles 

51994 $52,000,000 
1995 $43,000,000 
Total $95,000,000 

Unlike  the  Stones,  the  Eagles  tour  was  stripped  down  to  the  basics:  the 
band,  a  few  backdrops  and  a  big  screen.  "We're  about  the  music,"  savs 
manager  Irving  Azoff.  That  music  generated  S500  million  at  retail 
and  put  an  end  to  a  bitter  14-year  feud  among  band  members. 


Pink  Floyd 

71994 $56,000,000 
1995 $14,000,000 
Total $70,000,000 

It's  a  band  that  some  say  should  have  faded  away  with  the  decade 
they  are  best  known  for — the  1970s.  But  last  year  Pink  Floyd 
assaulted  the  world  with  a  SI 00  million  North  American  tour. 
They  supplemented  that  with  two  blockbuster  albums. 
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David  Copperfield 


6 


1994 $29,000,000 

1995 $52,000,000 

Total $81,000,000 
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Copperfield  capitalized  on  an  unexpected  surge  in 
popularity  in  German)',  home  of  his  supermodel 
fiancee  Claudia  Schiffer.  The  illusionist  grossed 
S45  million  in  an  1 1 -week  tour  that  cost  up  to  $156 
a  ticket  to  see.  "Highway  robbery,"  concedes 
one  Copperfield  promoter. 


Michael  Jackson 


8 


1994 $22,000,000 

1995 $45,000,000 

Total $67,000,000 


His  History  album  has  sold  about  7  million  copies 
worldwide  so  far.  Dangerous,  his  album  before  tha 
sold  more  than  20  million.  But  a  lucrative  profit- 
sharing  deal  with  Sony  Music  and  his  ownership 
of  music  rights  (including  251  Beatles  tunes) 
have  kept  the  King  of  Pop  in  the  black. 
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"Cadillac's  Northstar  powcrtrain  system  is  a  gem. ..world  class..."  Popular  Mechanics 
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Seville  outsells  the  Lexus  LS  400  and  Infiniti  Q45  combined* 

The  Seville  SLS  is  the  only  sport  sedan  with  the  Northstar  System:  275-HP  V8 

•  100.000-MILE  SCHEDULED  TUNE-UP  •  COOLANT-LOSS  PROTECTION  •  ROAD-SENSING  SUSPENSION 

•  FULL-RANGE  TRACTION  CONTROL  •  ABS  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS 
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Count  on  Cadillac  this  summer  to  bring  you  a  new  Seville  SLS  with  the  Northstar  System 

at  its  lowest  lease  rate  of  the  year... 
just  $499  a  month  for  36  months  with  $499  down.' 
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For  more  information,  please  call  1-800-333-4CAD. 
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36 

Months 
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•CSponsor  of  the  1996  U.S.  Olympic  Team 
Will  Sponsor  of  the  1996  Olympic  Games 


Seville    SLS 

Creating  A   Higher  Standard,. 


n  R.  L.  Polk  model  year  registrations  through  April  1995.  'FIRST  MONTH'S  LEASE  PAYMENT  OF  $499  PLUS  $525  REFUNDABLE  SECURITY  DEPOSIT  AND  CONSUMER  DOWN  PAYMENT  OF  $499  FOR  A 
'F  $1,523  DUE  AT  LEASE  SIGNING.  Tax.  license,  title  fees  and  insurance  extra.  You  must  take  retail  delivery  out  (if  dealer  stock.  GMAC  must  approve  lease.  Payment  examples  based  on  a  1995  Si 
MSRP  including  destination  charge.  Your  payments  may  be  higher  or  lower.  Monthly  payment  is  based  on  a  capitalized  cost  of  $38,610  for  a  total  of         Always  wear  safety  belts  even  with  air  b.ms 
payments  of  $17,964.  Payments  may  he  slightly  higher  in  Alabama.  Connecticut.  Hawaii.  Rhode  Island,  Texas  and  Virginia.  Option  to  pun  base  al  li  i  <  |995  CM  Corp.  All  rights 

$25,322.  Mileage  charge  of  $.1 5  per  mile  over  36,000  miles.  Lessee  pays  for  excessive  wear  and  use.  See  your  participating  dealer  for  qualification  details.  CADILLAC    si  YILLE.  NORTHSTAR, 
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Barbra  Streisand 

91994 $52,000,000 
1995 $11,000,000 
Total $63,000,000 

Streisand  hit  the  road  for  the  first  time  in  27  years  last  year, 
overcoming  her  stage  fright  by  charging  her  fans  up  to  $350 
to  hear  her  sing.  Now  she's  back  in  Hollywood  making  more 
modest  sums  as  a  director/producer  and  actress  on  the  film 
The  Mirror  Has  Two  Faces. 


Tom  Hanks 

U1994 $16,000,000 
1995 $36,000,000 
Total $52,000,000 

From  sitcom  cross-dresser  in  Bosom  Buddies  in  the  early  1980s 
Hanks  has  gone  on  to  grab  two  Best  Actor  Oscars  and  became 
everyone's  best-loved  idiot  last  year  in  Forrest  Gump. 
That  film  will  bring  Hanks  a  $40  million  payday. 
Apollo  A?  guarantees  him  at  least  $10  million  more. 
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Bill  Cosby 

"^i   /%      1994 $34,000,000 

W      1995 $15,000,000 

JL&     Total $49,000,000 

The  comic  actor  slips  this  year.  The  Cosby  Mysteries  and  a  retread  I 
of  Tou  Bet  Tour  Life  bombed — and  the  market  softened  for  Cost  j 
Show  reruns.  Its  first  syndication  run  brought  in  $5  million  an 
episode.  Distributor  Viacom  got  less 
than  half  that  the  second  time  around  two  years  ago. 
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Andrew  Lloyd  Webber 

"^  ^      1994 $24,000,000 

«£      1995 $24,000,000 

XU      Total $48,000,000 

Webber  has  a  reputation  for  being  controlling  and  bossy.  But  his  hit 
musicals  Cats  and  Phantom  of  the  Opera  helped  the  writer/producer's 
70%-owned  Really  Useful  Group  pull  in  pretax  profits  of  $72  million 
last  year,  from  $171  million  in  revenues. 


Harrison  Ford 

M1994 $27,000,00(1 
1995 $19,000,001 
Total $46,000,00)f 

The  blockbuster  actor  can  usually  expect  close  to 
$30  million  on  even'  movie  he  does,  through  salad 
and  a  percentage  of  box  office  and  video 
revenues.  This  year  Ford  counts  up  cash  from 
The  Fugitive,  Clear  and  Present  Danger 
and  the  remake  of  Sabrina. 


4    I 

Stephen  King 

^|  m*      1994 $21,000,000 

*■*   1995 $22,000,000 

JL  \J     Total $43,000,000 

"He  doesn't  like  to  be  under  the  gun,"  says  King's  agent, 
Arthur  Greene,  who  recently  eased  the  pressure  by  selling  two 
more  of  the  prolific  author's  books  to  Hollywood  studios. 
King  has  now  sold  some  30  of  his  published  works 
for  TV  or  feature  film  rights. 
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The  death  last  month  of  Jerry  Garcia,  the  band's 
spiritual  leader,  very  likely  will  bring  to  an  end 
the  Grateful  Dead's  eight-year  run  on  our  list. 
Consistently  one  of  the  country's  top  concert  draws,  the 
group  promptly  canceled  23  dates — and  may  never  tour  agai 

'Numbers  adjusted  from  last  yc.ir  based  on  updated  information. 
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AT  COLOR  SETS  YOO  APA 


>1 


TRLD'S  FINEST  GRAIN  COLOR.   WORLD'S  FASTEST  DIGITAL  COLOR  COPIERS. 


\t 


Look  more  like  a  leader  with  a  Ricoh  digital  color  copier.  The  world's  smallest  toner  particles 
—    deliver  the  most  distinctive  color  presentations  ever.  Faster  than  ever.  The  world's  fastest 
>«      first  copy.  The  most  copies  per  minute.  And  computer  connectable.  All  in  the  same  full 
^^  line  of  digital  color  copiers.  This  means  unmatched  perfor- 
"  k     mance  and  unprecedented  productivity.  It  also  means  Ricoh 
Oh,   now  leads  the  world  in  digital  color  copier  technology.  So  be 


y 


more  colorful.  Pull  ahead.  Call  us  at  1-800-63-RICOH. 


THE    NAME    TO    KNOW 


KICOH 


6  1995  Ricon  Corporatioi 
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Barney 

*■  pm      1994 $25,000,000 

/   1995 $15,000,000 

JL  /    Total $40,000,000 

Sheryl  Leach's  singing  dinosaur  is  still 
selling  children's  books  and  videotapes. 
But  ancillary  merchandise — backpacks, 
lunch  boxes  and  other  goodies — are  now 
in  the  discount  bin,  as  are  royalties.  "It's 
a  rebuilding  year,"  says  an  executive  with 
Lyons  Group,  Leach's  private  company. 


Siegfried  &  Roy 

H  O     1994 $17,000,000 

1\      1995 $23,000,000 

JLU      Total $40,000,000 

The  tlashv  duo  of  the  illusion  world  are  levitating  even  higher.  Their  run  in 

Las  Vegas  pulls  in  close  to  $70  million  a  year,  and  they  take  nearly  one-third  of  that. 

They  also  have  merchandise,  a  TV  show  and  a  en.  Next  year:  a  daily  cartoon. 


Garth  Brooks 

1  i\      1994 $18,000,000 

I  \M      1995 $22,000,000 

JL  ^      Total $40,000,000 

Countrv  music's  hottest  star  has  a  taste  for  pyrotechnic  shows  replete  with 
explosions  and  fireworks.  But  record  royalties — most  recently  from  his  great- 
est hits  collection — make  the  real  splash:  Brooks  has  sold  more  than  7 
million  copies  of  the  album  in  the  U.S.  alone. 
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Michael  Crichton 

/%/\      1994 $17,000,000 

/•  I     1995 $22,000,000 

M*\j     Total $39,000,000 

The  M.D.  turned  writer  doesn't  sell  as  many  books 
as  the  other  mass-market  authors.  But  his  take 
from  Congo,  Jurassic  Park,  TV's  er  and  the 
sale  of  Jurassic's  sequel,  TIjc  Lost  World,  to 
Universal  more  than  make  up  for  lack  of  volume. 
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IN  A  QUIET  CORNER    r~  ~^A 
of  southwestern  Ohio,  the  S^ 
conflicting  pressures  of  medical  care 
and  medical  cost  are  being  worked 
out  in  a  very  healthy  way. 

Thanks  to  a  new  Health  Data 
Network,  doctors  in  seven  Dayton 
area  hospitals  are  now  spending 
more  time  with  patients,  and  almost 
no  time  looking  for  records. 

The  network,  spearheaded  by 
IBM,  lets  authorized  doctors  look  up 
medical  histories  within  seconds,  no 
matter  where  their  patients  were 
treated.  Test  results  are  also  shown, 


so  repetitive  testing  has  dropped. 

In  all,  the  network  is  helping 
the  Greater  Dayton  Area  Hospital 
Association  better  manage  the  big 
issues  in  health  care  today.  While 
allowing  doctors  to  focus  on  the 
little  ones,  too. 

To  learn  how  networking 
can  help  your  business,  call  us  at 
1  800  426-2808,  ext.  5510. 


Solutions  for  a  small  planet " 


IBM  is  3  registered  trademark  and  Solutions  tor  a  small  planet  is  a  trademark  cJ  International  Business  Machines  Corporation  The  IBM  home  page  can  be  lound  at  http  //www  ibm  com  ©1995  IBM  Corp 
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Jim  Carrey 

/%  'W        1994 $10,000,000 

W  1995 $29,000,000 

JiJIl.      Total $39,000,000 

Five  years  ago  he  was  a  fixture  on  the  hit  TV  show  In  Living 
Color,  when  his  manager  cut  him  a  deal  to  star  in  the  film 
Ace  Ventura:  Pet  Detective  for  $450,000.  Now  featured  in 
Batman  Forever,  the  wacky  comic  will  collect  $20  million 
this  year  for  the  film  Cable  Guy,  due  out  next  summer. 


Charles  Schulz 


23 


1994 $18,000,000 

1995 $18,000,000 

Total $36,000,000 


Peanuts  can  still  be  read  daily  in  more  than  2,500  newspapers 
around  the  world,  and  its  television  specials  are  hits  on  the  holi- 
days. But  the  cartoonist's  real  money  comes  from  plastering 
Charlie  Brown,  Snoopy  and  Lucy  on  everything  from  lunch  pails 
to  airships. 
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Elton  John 

/%     A      1994 $20,000,000 

f  /I       1995 $15,000,000 

J&JL.    Total $35,000,000 

Last  year's  $50  million  tour  with  Bill)'  Joel  and  this  year's 
million  selling  Made  in  England  album  keeps  the  venerated  r< 
star  solidlv  on  the  list.  This  year  John  resurrected  his  Rocket 
Records  at  a  new  label,  Island  Records,  and  his  solo  U.S.  tour 
just  finished  selling  out. 
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Some  Range  Rover  owners  still  check  their  own  oil. 


lat  better  way  to  keep  track  of 
r  investments  than  with  a  Range 
2r  4.0  SE? 
Wherever  your  holdings  may  be,  its 

Ktronic  traction  control  all- terrain 
,  and  4.0-liter  V8  engine  will 
sport  you  there  with  unparalleled 
bility-not  to  mention  comfort, 
his  scarce  commodity  boasts  such 

lCJures  as  individually  heated  front 


seats,  dual  electronic  climate  controls, 
and  an  eleven-speaker  audio  system. 
You'll  also  find  comfort  in  knowing 


RANGE  ROVER 


Always  use  your  seatbelts.  SRS/airbags  alone  do  not  provide  su/fi 


that  if  more  than  pork  bellies  takes  a 
turn  for  the  worse,  there  are  dual  airbags. 

So  why  not  call  1-800-FINE  4WD  for 
the  dealer  nearest  you? 

We  won't  deny  that  854,000*  is  a  lot 
of  capital. 

But  with  all  it  has  to  offer,  the  Range 
Rover  4.0  SE  may  well  be  the  perfect 
company  car. 

Especially  if  you  own  the  company. 


icient  protection. 
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Bruce  Willis 

/\  wmt      1994 $19,000,000 

/  *^   1995 $16,000,000 

Shd\J      Total $35,000,000 

The  actor  is  best  known 

for  his  Die  Hard  series,  but  Willis 

expanded  his  resume  last  year 

with  a  key  dramatic  role  in 

Pulp  Fiction.  Coming  soon:  Gundown, 

another  action  thriller. 


>      i 
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Arnold  Schwarzenegger 

/\fif   1994 $11,000,000 

/    /     1995 $22,000,000 

Jad  /      Total $33,000,000 

The  muscle  man  turned  actor  returns 

to  the  list  this  year  with  revenues  from 

True  Lies  and  Junior.  The  latter  had  a  weak  run 

at  the  box  office,  but  video  rentals  have  been  strong. 

Up  next:  The  Eraser,  a  futuristic  action  thriller 

about  eliminated  identities. 
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28 


1994 $14,000,000 

1995 $18,000,000 

Total $32,000,000 


Through  a  profitable  in-house  production  company  at  Warner] 
Bros.  Pictures,  Eastwood  is  a  low-risk  producer,  director  and  j 
actor.  This  holds  true  for  this  year's  Bridges  of  Madison  Countyl 
Clint's  philosophy?  "Never  mind  a  salary.  Just  tell  me  what  rrra 
piece  of  the  action  is,"  says  chairman  and  cochief  Terry  Semel. 
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WE'RE  MAKING  YOUR  HOME  CONSERVE 


These  days,  the  last  thing  anyone  wants  to  do  is  waste  energy.  So  you'll  be  pleased  to  know  that 
someone  you  didn't  expect  is  helping  to  make  homes  more  energy-efficient  than  ever.  Bayer. 
Almost  60  years  ago  we  invented  polyurethanes.  Today,  our  polyurethane  insulation  materials  go 

AS  MUCH  ENERGY  AS  YOU  DO. 

into  just  about  every  part  of  your  home.  Under  the  siding,  in  the  walls,  under  your  roof  and  even 
in  your  refrigerator.  Together  our  materials  can  increase  thermal  efficiency  by  up  to  50%. 
Which  means  that  you  can  conserve  all  the  energy  you  like,  without  even  lifting  a  finger. 
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Bayer 


BAYERI 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

'er  is  an  international,  research-based  company  in  health  care,  chemicals,  and  imaging  te 
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Roseanne 

/%/\      1994 $13,000,000 

F\M      1995 $19,000,000 

Jm* '7      Total $32,000,000 

The  chubby  queen  of  raunchy  comedy  boasted  to  the  media  that 
she  earns  SI  million  an  episode  for  her  ABC  sitcom — then  told 
Forbes  she  doesn't  like  to  talk  about  money.  Maybe 

because  she  gathers  so  much  of  it  for  her  22  episodes 
a  year  and  the  syndication  of  past  programs. 


Michael  Douglas 

^g\      1994 $11,000,000 

<£■  I      1995 $20,000,000 

%J\J     Total $31,000,000 

Last  year  Douglas  formed  a  production  company 
with  producer  Steven  Reuther.  Their  first  independerr 
film  appears  next  vear.  "The  development  process 
takes  a  while,"  concedes  Douglas.  Fortunately,  he  sti' 
gets  paid  to  act — income  from  Disclosure  and  this 
year's  The  American  President  picked  up  the  slack. 


T 


Boyz  II  Men 

^^m        1994 $14,000,000 

J&  1995 $17,000,000 

%J  JL      Total $31,000,000 

They  croon,  beg  and  harmonize  their  way  to  the  top  of  the 
charts  with  consistent  success.  Last  year  they  hit  the  road, 
playing  more  than  140  dates,  proving  that  the  r&b  sound  that 
sold  more  than  10  million  copies  of  their  latest  album,  II, 
translates  to  live  performance  as  well. 
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Aerosmith 

<^/%       1994 $16,000,000 

<£    /       1995 $14,000,000 

%J£4     Total $30,000,000 

A  decade  ago  the  band  was  strung  out  on  drugs,  fighting  bitter!; 
and  headed  for  destruction.  It  was  nearly  bankrupt,  too. 
Now  the  rehabilitated  group  practices  the  values  of 
clean  living.  "We're  capitalists  with  a  conscience," 
says  manager  Timothy  Collins. 
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It  probably  is.  Just  increase  your  distribution  channels,  start  new  product  lines,  or  expand 

geographically.  And  you're  facing  new  transportation  risks,  the  potential  for  increased  liability 


^ 
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and  different  regulatory  problems  for  each  state.  And  that's  where  Liberty  Mutual  can  help 


You  Ve  Become  One  Of  The  Largest 


V 

Corporations  In  America.  Is  Your  Exposure 

To  Risk  Growing  Faster  Than  You  Are?     ^*-T 


Our  National  Accounts  team  is  well-equipped  to  analyze  your  exposures  and  provide  the 


^* 


creative,  flexible  solutions  your  situation  requires.  Experience  has  been  our  teacher.  For  more 


rm 


I  ■Am * 


^*.t*x££s5L      than  80  years,  we've  worked  with  some  of  the  most  successful  corporations 


V 


in  America  as  they  faced  the  inevitable  risks  that  come  with  expansion.  To  learn  more  about 


staying  ahead  of  growing  risk,  call  John  Ryan,  Vice  President,  Marketing  at  (617)  574-5842. 


LIBERTY 
MUTUAL 

r  Mutual  Group 
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David  Letterman 

^^      1994 $15,000,000 

^  ^       1995 $14,000,000 

t-F  t-f      Total $29,000,000 

He  bombed  as  host  of  the  Oscars,  but  who  cares?  His  sarcastic  attitude  earns 
him  S12.5  million  a  year,  plus  bonuses — what  CBS  paid  to  lure  him  and  his 
late-night  talk  show  from  NBC.  Letterman  also  now  owns  the  show,  en- 
abling him  to  sell  it  into  the  lucrative  syndication  market. 
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John  Grisham 

/^    A       1994 $16,000,000 

<££L     1995 $13,000,000 

i/T     Total $29,000,000 

Grisham  can't  seem  to  do  wrong  with  his  action- 
thriller  formula.  When  Hollywood  films  one  of  his 
books,  it  does  well  at  the  box  office.  But  last  year's  72 
Client  didn't  do  as  well  as  1993's  The 

Finn,  so  Grisham  slipped  in  our  rankings. 


] 


Tom  Clancy 

^  Htf       1994 $13,000,000 

^*%      1995 $15,000,000 

%J%J      Total $28,000,000 

Clancy  is  taking  a  short  break  from  his  Jack  Ryan  government  thriller 
newels.  Instead,  he's  focusing  on  a  nonfiction  book  series  on  military 
machinery  and  working  on  a  paperback-TV  series,  OpCenter,  about 
a  covert  government  agency. 
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Jimmy  Buffett 


36 


1994 $14,000,000 

1995 $12,000,000 

Total $26,000,000 


The  singer/songwriter  owns  a  record  company  and 
two  retail  stores  replete  with  bars.  He  toured  again  tl 
vear  ("for  the  last  time"),  released  his  26th  major 
album,  and  just  bought  an  interest  in  a  travel  agenc 
"I'm  a  mythmaker,  I  sell  escapism,"  he  says. 
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1994 $10,000,000 

1995 $15,000,000 

Total $25,000,000 


/hile  earning  SI 5  million  from  TriStar 
>r  his  latest  comic  effort,  Jumanji, 
be  actor  is  still  counting  up  the  earnings 
iom  video,  TV  and  foreign  runs  of  the 
?93  hit  Mrs.  Doubtfire,  which 
"ought  in  more  than  S400  million 
orldwide. 


Bon  Jovi 

^O      1994 $9,000,000 

^X      1995 $16,000,000 

i/U      Total $25,000,000 

The  hard-rocking  heartthrob  faded  from  prominence  at  home  when  big- hair  bands 
became  a  relic  of  the  1980s.  But  he's  still  a  monster  star  in  Europe,  and  a  sharp 
businessman.  "He'd  rather  be  in  Forbes  than  Rolling  Stone"  says  one  of  the 
performer's  promoters. 


19 


evin  Costlier 


1994 $15,000,000 

1995 $9,000,000 

Total $24,000,000 


spite  negative  press,  his  megabudget  Waterworld 
led  in  S45  million  in  its  first  two  weeks,  proving  the 
or  is  still  a  big  draw  at  the  box  office.  He'll  have  to 
happy  with  S12.5  million  from  the  film;  Costlier 
e  up  participation  in  the  revenues. 
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Demi  Moore 

A  d\    1994 $9,000,000 

iXA  I     1995 $12,000,000 

^K\J     Total $21,000,000 

Following  the  success  of  Indecent  Exposure  and  Disclosure, 
Moore  became  Forbes'  highest-earning  Hollywood  starlet  this  year  when 
Castle  Rock  Entertainment  laid  out  S12.5  million  for  her  role  in  the  new 
comedy  Striptease. 
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Our  Business 


Make  The  Competitict 


elping  \burs* 
Wsh  They  Weren't. 


■s 


To  win  in  today's  marketplace,  you  cant  afford  to  make  a 
wrong  move.  You  need  to  think  ahead.  And  when  you  re  looking  to 
come  up  with  new  and  smarter  ways  of  providing  real  value  to  your 
customers,  we  can  give  you  that  competitive  edge. 

Like  helping  a  health  and  fitness  equipment  company  acquire 
the  needed  capital  to  service  seasonal  peak  activity  and  long-term  growth 
plans.  Or  helping  a  leading  international  airport  work  with  local 
government  agencies  to  make  their  transportation  systems  state  of  the  art. 

At  GE  Capital  Services,  were  25  diversified  businesses.  And 
each  one  is  dedicated  to  developing  and  delivering  products  and  services 
that  make  sure  you  stay  ahead  of  the  game.  If  you  re  looking  to  become 
more  competitive,  call  1-800-243-2222  today.  It's  a  smart  move. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours' 


AMERICOM    •    AUTO  FINANCIAL  SERVICES    •    AVIATION  SERVICES    •    COMMERCIAL  EQUIPMENT  FINANCING 

COMMERCIAL  FINANCE    •    COMMERCIAL  REAL  ESTATE  CINANCING    •    CONSOLIDATED  FINANCIAL  INSURANCE 

EMPLOYERS  REINSURANCE  CORPORATION    •    EQUITY  CAPITAL  GROUP    •    FINANCIAL  GUARANTY  INSURANCE  COMPANY 

FLEET  SERVICES    •    GECC  FINANCIAL  (HAWAII)   •    GENSTAR  CONTAINER    •    GLOBAL  CONSUMER  FINANCE 

GLOBAL  PROJECT  &  STRUCTURED  FINANCE    •    GNA    •    MODULAR  SPACE    •    MORTGAGE  INSURANCE 

MORTGAGE  SERVICES    •    PENSKE  TRUCK  LEASING    •    RAILCAR  SERVICES    •    RETAILER  FINANCIAL  SERVICES 

TECHNOLOGY  MANAGEMENT  SERVICES    •    TIP/TRANSPORT  INTERNATIONAL  POOL    •    VENDOR  FINANCIAL  SERVICES 


THE  TOP  40 


Everybody  in  Hollywood  wants  a  piece  of  the  action. 
Meet  the  hot  new  players  who  are  getting  it:  managers. 

'*We  can  own" 


By  Lisa  Gubernick  and  Robert  La  Franco 


When  LewWAsserman  bought  Uni- 
versal Pictures  in  1962,  the  Justice 
Department  gave  him  a  choice:  Hither 
control  a  talent  agency  or  a  movie 
studio,  but  not  both.  It  took  Wasscr- 
man  about  ten  seconds  to  figure  out 
that  the  money  was  in  owning  a  stu- 
dio. Thirty-three  years  later,  Michael 
Ovitz  and  Ron  Meyer  apparently 
came  to  the  same  conclusion  when 
they  jettisoned  their  jobs  at  the  Cre- 
ative Artists  Agency  to  take  top  jobs  at 
Disney  and  mca,  respectively. 

A  service  contract  is,  at  best,  an 
ephemeral  asset;  it  produces  revenues 
only  for  so  long  as  it  is  in  force .  A  good 
asset  is  forever  and  goes  on  producing 
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Dan  and  Tony  Bennett 

"He  knew  what  I  didn't,"  says  Tony. 


until  it  wears  out.  "Agents  are  frus- 
trated because  they  can't  own,"  says 
Bernie  Brillstein,  co-head  of  Brill- 
stein-Grey,  a  management  and  pro- 
duction company. 

As  long  as  there  have  been  showbiz 
personalities,  there  have  been  manag- 
ers to  handle  their  careers.  And  while 
talent  agents  can  handle  only  book- 
ings, there  is  nothing  to  prevent  a 
manager  from  partnering  with  the 
personality  in  making  movies,  records 
or  TV  shows.  Along  with  Brad  Grey, 
Brillstein  manages  personalities.  They 


also  have  a  multimillio 
dollar  production  compai 
funded  by  abc  and  a  mo\ 
deal  with  Columbia. 

"Our  shows  are  hard 
sets,"  says  Brad  Grey, 
they  go  into  syndicatio 
they  are  worth  $  1  million 
$3  million  apiece.  That  u 
side  is  much  greater  than 
running  a  sendee  busine 
In  movies  it's  much  t 
same.  We  get  a  piece  oft 
first-dollar  gross  on  ar 
thing  we  produce.  You  c 
make  several  million  doll; 
that  way."  Ask  his  partn 
Bernie  Brillstein,  why 
likes  the  management  bu 
ness  and  the  answer  is  sin 
pie:  "We  can  own." 

As  managers,  Brillste 
Grey  brought  in  an  estim 
ed  $100  million  last  y< 
taking  1 5%  off  the  top  fir 
clients  such  as  Brad  Pitt  a 
Garry  Shandling.  As  ow 
ers,  they  have  seven  teleij 
sion  shows  airing  this  fall! 
as  many  as  a  full -fledgi 
studio — and  they'll  be  rl 
ting  the  big  screen  next  y 
with  Tlje  Cable  Guy,  sti 
ring  hot  comic  Jim  Carrey. 

As  entertainment  becomes  mol 
and  more  a  big  business,  the  scope 
making  money  as  a  manager  gro1 
Sandy  Gallin  watched  his  friends  I 
\  id  Geffen  and  Barry  Diller  turn  nil 
figure  profits  from  their  deals  in  i 
record  and  television  businesses.  I 
vious  no  doubt,  he  jump-startec 
motion  picture  company  he  found 
with  one  of  his  biggest  clients,  Do 
Parton.  Together  they  produced  ' 
hit  remake  of  Father  of  the  Bride,  z 
have  three  pictures  scheduled  for  1 
this  year  and  early  next:  a  sequel 
Father  of  the  Bride,  and  remakes 
Sabrina  and  Father  Goose. 
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Wto  ThE  Smallest  Problems 
Pose  TNe  Greatest  Threat 


7f  you  wanted  friends  to  covet  your  car  in  1915,  you  drove  a  Pierce-Arrow.  No  one,  not  even 
Packard,  built  a  luxury  6-cylinder  the  way  Pierce-Arrow  did.  But  just  over  20  years  later,  the  company's 
new  prototypes    ipMp^^  sat  in  a  dark,  still  factory.  There  was  no  mortal  blow,  no  great 
stupiditv  or  thieven,       11     in  the  executive  suite.  Just  one  small  error.  Then  another.  And 
another.  ^^  WhenT        T  most  car  manufacturers  moved  the  steering  column  from  the  right 

side  to  the  left,  Pierce-Arrow  didn't  (in  fact,  they  waited  until 
demanded  it).    M     a  Every  year,  their  cars  featured  signature  rear-mounted 
headlamps,  even  after  consumers    i  began  to  consider  them  old-fashioned.  And  when  competitors 
began  developing  8-cylinder  cars,  then  12s,  Pierce-Arrow  was  slow  to  join  the  race.  Over  time,  the 
mistakes  joined  forces.  The  damage  was  so  deep  that  even  the  breakthrough  1933  Silver  Arrow 
couldn't  save  the  company  from  the  auction  block. 

Companies  are  rarely  undone  by  sudden  and  dramatic  problems — the  ones  that  are  easy  to 
see,  that  frighten  us  into  action.  Remember  it  when  you  look  at  how  yours  manages  transportation. 
It's  an  area  that,  until  recently,  was  considered  mere  overhead.  Hardly  worth  notice.  But  slowly, 
perhaps  imperceptibly,  it's  become  an  area  that  can  make  or  break  your  bottom  line. 

No  wonder,  then,  that  intermodal  traffic  is  on  the  rise.  We're  the  only  transportation  company 
in  the  country  with  truck,  rail,  and  terminal  operations  spanning  North  America.  And  we're  working 
with  a  growing  number  of  companies  who  view  intermodal  as  a  competitive  advantage;  who  want 
a  partner  that's  focused  on  intermodal;  and  who  understand  that  the  decisions  we  make  together, 
now,  will  lead  their  companies  into  the  next  century. 

If  you're  ready  to  learn  more,  call  us  at  1-800-279-6779.  And  if  transportation  strategy  has  been 
one  of  your  nagging  little  issues,  perhaps  you  should  call  today. 


INTERMODAL 


©l"»5  CSX  Intermodal  Fatt  of  the  CSX  global  iniuponarion  network. 
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Sandy  Gallin 
and  Dolly  Parton 
Trying  to  catch 
up  with  Geffen 
and  Diller. 


Essentially  managers  have  found  a 
loophole  in  the  law.  Managers  are 
unregulated,  not  subject  to  the  rules 
created  to  protect  entertainers  from 
predatory  agents.  And  because  man- 
agers aren't  licensed  as  agents,  they 
are  unaffected  by  the  Justice  Depart- 
ment ruling  that  sundered  the  ties 
between  talent  agencies  and  produc- 
tion studios. 

The  managers  can  book,  advise  and 
own.  It's  an  increasingly  lucrative 
business  since  their  properties,  the 
performers,  are  no  longer  just  out 
onstage  strumming  guitars  and  col- 
lecting ticket  sales.  They  are  one-man 
industries:  T  shirts,  records,  videos, 
endorsements,  movie  deals  and  com- 
mercial contracts. 

Used  to  be  that  managers  were 
little  more  than  well  paid  gofers  who 
made  the  hotel  reservations  and  kept 
the  groupies  under  control.  Colonel 
Tom  Parker,  Kl\  is  Presley's  manager, 
did  time  as  a  carnival  barker  before 
hooking  up  with  the  King. 

Today's  manager  is  a  strategic  plan 
ner,  marketing  man,  accountant  and 
babysitter.  He  sees  to  it  that  the  per- 
formers leave  no  aspect  of  their  popu- 
larity unexploited — the  rock  group 
Aerosmith  last  year  opened  a  live- 
music  club  in  Boston  that  capitalizes 
on  its  name.  The  manager  must  know 
the  video  business,  the  record  busi- 
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ness  and  the  tax  laws.  And  he's  not 
just  doing  it  for  1 5%  off  the  top.  He's 
doing  it  for  a  piece  of  the  action. 

Aerosmith  hadn't  had  a  top-ten 
record  in  wars,  and  its  concerts  were 
drawing  so  poorly  they  barely  covered 
expenses.  On  a  floodlit  stage  in 
Springfield,  Ohio  ten  years  ago,  lead 
singer  Steven  Tyler  collapsed.  Drug 
overdose.  Paramedics  pronounced 
Tyler  dead,  but  Aerosmith's  manager, 
Timothy  Collins,  persuaded  the  am- 
bulance crew  to  keep  trying. 

Tyler  revived  a  few  minutes  later, 
And  Collins  realized  he  would  have  to 
take  his  charges  in  hand.  He  packed 
the  whole  band  off  to  drug  rehabilita- 
tion programs,  and  set  about  to  recast 
the  band's  sagging  fortunes. 

Geffen  Records,  the  band's  label, 
refused  to  invest  any  more  money,  so 
Collins  had  to  put  up  SI  65,000  of  his 
own  to  cover  production  for  Perma- 
nent Vacation,  Aerosmith's  ninth  stu- 
dio album.  Geffen  Records,  Collins 
and  the  band  have  also  put  $5  million 
into  videos  on  the  last  three  albums 
tor  \n\-,  a  bid  for  a  new,  younger 
audience. 

In  effect,  Collins  has  restructured 
the  operation,  and  it  has  worked. 
Permanent  Vacation  sold  5  million 
copies  and  began  the  trajectory  that 
currently  has  pushed  the  22 -year-old 
band  to  number  32  on  the  Forbes 


Top  40.  In  the  last  three  years  th 
group  has  pulled  in  more  than  $6t 
million  from  albums,  videos,  area] 
games  and  their  last  concert  tour. 

For  playing  nanny  to  his  shaggy] 
haired  crew,  FORBES  estimates  th; 
Collins  has  brought  in  about  $9  mi 
lion  over  the  past  three  years — h 
estimated  15%  cut  of  Aerosmith 
revenues. 

A  good  manager  is  a  superb  ma 
keting  man.  By  the  mid-1970s,  agir 
crooner  Tony  Bennett  was  sella 
fewer  than  1 00,000  albums  a  year  am 
doing  little  more  than  lounge  work; 
Las  Vegas.  His  son  Dan,  a  guitarist  f< 
a  band  called  Neon,  took  over  as  h 
father's  manager  in  1979,  replacil 
Bennett's  longtime  manager  Jai 
Rollins. 

Dan  realized  that  his  dad's  aud 
ence  was  dying  off;  he  needed  ne 
markets.*  He  started  booking  Toi 
into  jazz  clubs  in  college  towns,  ar 
began  using  television  to  recast  r 
image — licensing  Tony's  likeness  i 
the  popular  Fox  network  cartoon,  7 
Simpsons.  Tony  Bennett  had  nev 
made  a  music  video  for  MTV,  but  wh< 
he  recorded  Stepping  Out,  in  199 
Dan  convinced  him  to  do  just  the 
That  helped  push  album  sales 
450,000,  the  most  he'd  done  in  I 
years.  Suddenly  Tony  Bennett  w 
hot  again.  His  1994  concerts  broug 
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OUR  FINANCIAL  STRENGTH  has  STOOD  UP 


to  the  SCRUTINY  of  STANDARD  &  POOR'S, 


MOODY'S  and  A.  M.  BEST. 


to   MENTION   the  WRATH   of   ANDREW, 


HUGO    and   GLORIA. 


When  you  've  faced  one  duaster  after  another  for  nearly 


200  years,  yon  learn  quite  a  bit  about  building  financial 
strength.    So    much,    in    fact,    that   analysts    like  Moody's 
consistently  give  you  high  ratings. 
At  ITT  Hartford,   we  offer  the  kind  of  careful  planning  and  smart  investing 


got  to  have  these  days.    Whether  you're  interested  in  commercial  insurance, 

us,  asset  management,  or  homeowners  insurance. 

V>,  whatever  your  insurance  needs,  look  to  ITT  Hartford.   The  company  that's  J.JL'_L    FlAKIrOKL/ 

•p  to  Standard  eJ  Poor's,  Moody's,  A.M.  Best,  and  Mother  Nature. 
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Last  year  rock  star 

$100  million  and  loaded 

Princely 

Prince  legally  changed  his 

with  perks:  advances  of 

pauper 

name  to  an  unpro- 

S10 million  per  record,  S20 

nounceable  glyph  and  an- 

million additional  fund- 

nounced that  no  one  was 

ing  for  Paisley  Park  (a  re- 

to call  him  Prince  anymore. 

cording  complex  he  had 

The  change,  he  hoped, 

built  in  Minneapolis),  a  Los 

would  break  him  free  of  any 

Angeles  office  and  his 

contracts  he  signed  as  his 

own  record  label. 

former  self. 

But  Prince  was  soon 

It  was  a  move  any  sensi- 

quarreling with  Time 

ble  manager  would  have 

Warner,  accusing  its  ex- 

nixed. But  Prince  fired 

ecutives  of  "enslaving'"  his 

the  last  in  a  long  line  of  han- 

music when  they  wanted 

dlers  last  year  and  has 

to  stick  to  the  terms  of  the 

been  managing  his  own  ca- 

contract. Warner  shut- 

reer since  then.  Making  a 

tered  his  office  and  stopped 

mess  of  it,  too. 

putting  money  into  his 

Ten  years  ago  Prince 

record  label. 

surrounded  himself  with 

Prince  has  since  re- 

some of  the  sharpest 

treated  to  Paisley  Park, 

minds  in  show  business. 

where  he  has  nearly 

Together  they  sold  over 

ruined  himself  with  self-in- 

15 million  copies  of  the 

dulgent  spending,  in- 

soundtrack for  Purple 

cluding  S6  million  a  year  to 

Rain,  a  movie  he  starred  in. 

keep  the  studio  running. 

A  string  of  other  hits 

Last  year  the  flamboy- 

led to  his  signing  a  six-al- 

ant star  spent  about  $4  mil- 

bum deal  with  Warner 

lion  to  rehearse  his  band 

Bros.  Records  three  years 

and  build  stages  for  a  con- 

ago worth  potentially 

cert  tour  he  never  made 

and  lavished  $2  million  on 
i   nine  versions  of  the  single 

The  Most  Beautiful  Girl  in 

y/i 

|  the  World,  which  he  re- 

1  leased  independently.  It 
|  sold  only  about  700,000 
copies. 

*  m 

1 

He  makes  up  to  30  vid- 

eos a  year,  at  a  cost  of  up  to 

JM 

$500^000  apiece,  and 

L^a£fe~. 

never  releases  them.  His 
last  two  albums,  released 

PaSc  ^T^Bpa^  .'T^ 

last  vear,  have  sold  about 

500,000  copies  com- 

]J        J           fe^ 

bined  in  the  U.S.,  accord- 
ing to  SoundScan. 

Warner  recently  helped 

^^     mm         '  ^^B 

keep  Prince  out  of  bank- 
ruptcy by  lending  him 

$10  million,  an  advance 
against  royalties  from  his 
upcoming  album,  The  Gold 

////IT^I 

Experience.  Add  this  to 

the  bill:  The  label  is  still 

'    M  '  J»-%f^*«^i                    M 

waiting  to  recoup  the 
millions  it  advanced  the  star 

The  former  Prince 

Going  for  broke. 

for  his  previous  records. 

in  $12  million,  quadruple  what  he  v 
pulling  in  Vegas.  "I  was  at  an  a 
where  they  kind  of  put  you  back  o: 
shelf  and  make  a  museum  piece  out 
you,"  says  Tony  Bennett.  "But  D, 
ny  said  he  knew  something  I  didn' 
guess  I  beat  them  at  the  game." 

Irving  Azoffhad  once  been  man; 
er  for  the  Eagles,  the  disbanded  19/ 
rock  group.  Two  years  ago  he  \ 
involved  in  persuading  the  ban 
scattered  members  to  get  togetl 
again  to  do  backup  music  for  1 
video  of  one  of  the  cuts  on  Comn 
Thread.  Released  by  Azoffs  lat 
Giant,  the  video  featured  the  Lag! 
greatest  hits  sung  by  various  coun 
singers.  "I  had  ulterior  motives,"  s 
Azoff:  He  wanted  to  recreate 
band.  After  Common  Thread  s> 
over  3  million  albums,  Azoff  persu 
ed  the  five  Eagles  that  they  could 
even  better  if  they  got  together  age 
Six  months  later  the  Eagles  were  b 
in  the  studio  rehearsing  for  a  TV  s 
rial  and  a  tour,  a  cycle  that  wo 
bring  in  $500  million  in  tickets, 
bum  sales  and  T  shirts. 

Azoffs  estimated  take  was  nei 
$15  million,  15%  of  the  bar 
revenues.  That  was  just  his  mana 
rial  cut.  Azoffs  record  comp. 
released  the  country  record  celeb 
ing  the  Eagles1  hits — making 
company  a  presence  in  Nashville, 
am  involved  with  everything  fit 
how  many  states  pay  withhold' 
taxes  on  merchandise  to  whether 
not  we  should  license  a  song 
Indonesia,"  says  Azoff.  "I  am  r 
ning  a  $500  million  business." 

By  state  law  in  California,  all  ne 
nations  regarding  a  performer's  r 
booking  are  supposed  to  be  hand 
by  a  state-licensed  talent  agent — 
the  manager.  Real  life?  "It's  an  a 
quated  law,"  says  Brillstein.  HI 
many  people  follow  it  to  the  let 
"No  one." 

Think  of  the  managers  as  chief 
ecutive  officers  and  large  stockhok 
in  companies  wherein  they  beco. 
involved    in    every    aspect    of 
operation. 

Bernie  Brillstein's  partner  E 
Grey  recently  turned  down  job 
fers  at  both  Disney  and  MCA:  W< 
ing  for  a  big  movie  company 
beat  talent  agenting,  but  not! 
beats  being  a  manager  for  succes 
performers. 


160 


Forbes  ■  September  25, 


r 

Ilk* 


Apology 

accepted. 

The  ABC  television  network  has  issued  the  following  correction  and  apology  to  Philip  Morris 
concerning  last  year's  DayOne  broadcasts,  which  alleged  that  tobacco  companies  are  "spiking"  their  cigarettes 
with  significant  amounts  of  nicotine  from  outside  sources: 


AMERICAN 


BROADCAST.^  COMPANIES.**. 


t     „aKe  corrections  where  tney  are 
It   is  the  ,oXicy  c,   *C  —  «  — 
WatrantSd'  te  ch  7     X99*.    «-  ^  PtS^  filed 

wUtS^xS =°*«°18"   and  ^xpuXates 

;C£a"ddl=ting»  «*-.-.  in  any 

-v.*  it  does  not  add  ni      purpose  in 

SsrsH*  «»"._,_..--- 

-  -  rss.-ffs.-sss  s-3Hr  .svrs  -■ 
ssSrSsiSSS  5?s£-  ^:/sr£  Bl„tl„. 

f8e8fe   rfsoxved  eXsewfcere.  discontinu*  t*e  deration 

action. 


77  West  66th  btreei 


Philip  Morris  accepts  ABC's  apology,  which  was  read  recently  on  the  ABC  television  network. 

As  for  the  group  of  people  who  eagerly  embraced  the  "spiking"  allegation  to  serve  their  ongoing  crusade 
against  the  tobacco  industry — we  stand  ready  to  accept  their  apologies  as  well. 

The  tobacco  industry  is  subject  to  relentless  attacks.  And  our  responses  to  accusations  like  "spiking"  are 
often  disregarded  by  the  media  and  our  critics.  Here's  all  we  ask:  When  charges  are  leveled  against  us,  don't 
take  them  at  face  value.  Instead,  consider  the  information  we  provide,  and  then — just  as  importantly — 
subject  the  charges  themselves  to  the  scrutiny  and  skepticism  they  deserve.  Fairness  and  a  sincere  interest  in 
the  truth  demand  no  less. 


PHILIP  MORRIS  COMPANIES  INC. 


THE  TOP  40 


New  technology  has  made  it  a  snap  for  anybody 
to  sell  records  these  days.  Now  everyone 
with  a  nose  ring  can  take  on  Time  Warner. 

The  coolest 
capitalists 


By  Robert  La  Franco 
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A  DECADE  AGO  liberally  tattooed  Brett 
Gurewitz  was  the  leader  of  a  punk 
band  called  Bad  Religion.  Punk  rock 
was  shunned  by  the  major  record 
labels,  so  Gurewitz  borrowed  $3,000 
from  his  father  and  started  up  his  own 
label.  Founded  in  1988,  Los  Angeles- 
based  Epitaph  Records  recorded  his 
band  and  others. 

With  the  help  of  a  professional  pro- 
moter, Gurewitz  convinced  Los  An- 
geles station  KROQ  to  play  a  single 
called   "come   out  and   play''1   from 
Smash,  an  album  by  one  of  Gurewitz's 
bands  called  Offspring.  Airtime  in  the 
Los  Angeles  market  pays  off:   Off 
spring  sold  more  than  5  million  units 
|  of  Smash  through  independent  REE 
»   Distribution.  Epitaph  is  on  its  way  tc 
I   revenues  of  more  than  $50  millior 
this  year  with  gross  operating  margin: 
ofwellover40%. 

Gurewitz  still  wears  ratty  industria 
shoes  with  chewed-up  toes,  but  nov 
he  also  quotes  liberally  from  Michae 
Hammer  and  James  Champy's  Keen 
jjineerinjj  the  Corporation:  A  Manifcs 
to  for  Business  Revolution. 

So  we  asked  him:  What's  your  strata 
gy?  He  won't  answer.  "That  wouldn' 
be  cool,"  Gurewitz  savs.  "We  ha\ 
mystique.''''  To  keep  the  mystique 
protest  and  music,  it  wouldn't  do  to 
tans  know  you're  running  a  business. 

And  running  a  business  Gurewitz 
33,  is.  He  is  one  of  a  new  wave  c| 
young  musical  capitalists  who  ar 
making  big  money  outside  the  trad 
tional  production  and  distributio 
channels.  Technology  has  given  theij 
a  way  to  end-run  the  established  pow 
ers.  Using  much-improved  digit; 
home  recording  equipment  and  indc 
pendent  studios,  it's  now  possible  t 
produce  a  quality  album  for  as  little  j 
$2,400 — about  a  hundredth  ofwhj 
it  could  cost  to  record  at  high-ovei 
head  Sony  or  Time  Warner. 

It's  also  easier  to  get  those  recora 
into  consumers'  hands  today.  It  use 
to  be  difficult  if  not  impossible  ft 
unknown  groups  to  get  albums  int 
major  stores.  That's  changed.  At  tf 
retail  level,  consolidation  has  create 
at  least  six  huge  chains,  like  $1. 
billion  Musicland  Stores  and  $54 
million  Trans  World  Entertainmen 

Epitaph  Records'  Brett  Gurewitz 

Turned  mystique  into  over  $50  million. 


Forbes  ■  September  25,  19* 


WE  TOOK  THE  MOST 


J      VI 


JET  EVER  BUILT— AND 
vlADE  IT  ASTONISHF 


performs 
ultimate  challenge  is  this — a  business  jet  must  do  everything  well. 

The  Falcon  50  defines  "versatility"  by  being  equally  poised 
for  a  one-hour  hop  or  a  transatlantic  leap.  Carrying  a  full  load  of 
passengers  and  fuel — and  need  to  depart  from  a  short  airfield? 
The  50 — often  only  the  50 — comes  through. 

Brilliant,  unrivaled  performance.  Which,  naturally,  we  have  now 
improved. 

The  new  Falcon  50EX — with  new  TFE73T40  engines — climbs 
to  an  initial  cruise  altitude  of  41,000  feet  in  a  mere  23  minutes 
(at  maximum  gross  takeoff  weight).  Range  increases  by  400  nm 
at  .80  Mach.  And  the  new  Collins  Pro  Line  4  large-tube  avionics 
reflect  a  particularly  user-friendly  cockpit. 

For  more  information,  call  John  Rosanvallon  in  the  U.S.  at 
(201)  967-2746  or  Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 

INTRODUCING 
THE  NEW  FALCON  50EX 
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Henry  Rollins  (left), 
Coollo  (right), 
Glenn  Danzig 
(below) 
Tattoos  and 
rebel  attitudes 
don't  interfere 
with  the 
entrepreneurial 
spirit.  "Business 
is  an  art  form," 
says  Danzig. 


that  have  hundreds  of  stores  eaeh 
nationwide.  Independent  distribu- 
tors have  consolidated  as  well,  form- 
ing three  national  companies  such  as 
AEC-IND1  in  the  last  two  years.  Instead 
of  calling  on  thousands  of  individual 
stores,  a  record  seller  need  only  make 
a  few  sales  to  blanket  the  country. 

Last  year,  according  to  SoundScan, 
independent  distributors  grabbed 
16%  of  the  country's  S12  billion  mu- 
sic market.  That  was  enough  to  knock 
Sony's  distribution  arm,  with  15%, 
out  of  second  place,  and  to  close  in  on 
market  leader  Time  Warner's  21% 
share.  Independents  have  already 
gained  an  additional  3.5  percentage 
points  of  market  share  in  the  second 
quarter  this  year. 

"Independents  are  on  the  cutting 
edge  of  music,"  acknowledges  MCA 
Music  Entertainment  Group  Chair- 
man Al  Teller.  "'And  we  as  record 
companies  have  to  reinvent  ourselves  if 
we  want  to  keep  our  place  in  the  sun." 

An  advantage  for  the  big  labels  in 
the  past  was  their  fat  purses.  They 
could  offer  big  signing  bonuses,  mon- 
ey to  tour  on,  road  parties  with  roast 
beef  and  champagne.  But  the  per- 
formers have  learned  these  things 
weren't  gifts:  They  were  advances  on 
royalties  and  had  to  be  repaid.  Coolio, 
31,  a  rapper  with  Medusa  dreadlocks, 
learned  that  the  hard  way.  His  album, 
It  Takes  a  Thief,  went  platinum,  sell- 
ing over  a  million  units  for  New  York- 
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based  independent  label  Tommy  Boy 
Records  last  year. 

"I  sold  1  million  records  and  2 
million  singles  and  in  the  end  I  owed 
them  $63,000,"  Coolio  laments. 

Coolio  has  since  started  up  his  own 
company,  Crowbar  Management,  to 
advise  up-and-coming  rap  acts. 

Coolio  is  one  of  many.  Glenn  Dan- 
zig has  long  black  hair,  a  muscular 
build  and  a  large  tattoo  on  his  left  arm 
that  reads  WOLVES  BLOOD.  Danzig  is 
lead  singer  for  his  own  hard  rock  band 
Danzig  and  sings  lvrics  like:  "You 
crawl  across  the  floor  on  your  hands 
and  knees  to  seek  revelation.  ...  I  pull 
you  up,  I  grab  your  hair,  I  give  you 
hope."  Four  years  ago  he  released 
Rlack  Aria,  a  collection  of  classical 
pieces  he  recorded  in  his  basement  for 
less  than  $10,000.  Through  his  own 
label,  Plan  9,  Danzig  has  sold  more 
than  SI. 6  million  of  the  album  at 


wholesale  through  his  own  distribj 
tion  arm.  "Business  is  an  art  form," 
says.  "It's  nothing  to  be  ashamed  o  I 

Henry  Rollins,  34,  is  the  lead  sinjj 
for  the  hard-driving,  raucous  Roll 
Band.  Rollins  has  three  record  labl 
of  his  own  and  a  home  publish! 
venture,  2.13.61.  He  attracts  barj 
by  stimulating  their  dreams  of  fin] 
rial   independence.    Rollins   recer 
|  sold  about  $750,000  worth  of  Get\ 
I  the  Van,  a  diary  of  life  on  the  road  \v* 
t  his  former  band,  Black  Flag. 

"People  always  ask  me,  'How 
you  put  out  a  record,  how  do  )J 
publish  a  book?'  "  Rollins  says.  "'[ 
simple:  You  got  a  Macintosh?  (| 
PageMaker?  Get  it  happening!" 

Now  check  out  the  Lollapalocj 
festival,  a  traveling  summer  spectal 
of  alternative  music  and  artsy  activiij 
that  toured  26  cities  this  sumrrj 
grossing  $  1 3  million  over  six  weeksl 
has  become  a  major  cultural  ev 
among'  Generation  X-ers.  To  fig 
out  the  appeal  read  these  lyrics  fri 
Porno  for  Pyros,  festival  cofoun 
Perry  Farrell's  current  band:  "All  | 
guys  that  really  have  the  money 
too  old  to  have  a  good  time  with  ij 

Farrell's  grungy  audiences  may 
that  stuff  up,  but  he  can't  possi' 
believe  those  words.   Last  year 
annual  festival  netted  $4  million.  I 
lapalooza's  majority  owner,  Fan,  *vot 
sports  a  praying  mantis  tattoo, 
he's  a  millionaire  at  36. 
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You  get  what  you  pay  for  when  you  buy  the  insurance,  too. 


I 


auchof  T  fint,]fWelry:  VOU      Te  mSUf nCe  th3t  S  aS  valuab>^  elry  itself.  Which  is  wh> 

auch  of  the  worlds  precious  jewelry-in  fact,  many  billions  of  dollars  worth-is  insured  by  Chubt 

right  insurance  isn  t  simply  a  matter  of  what  it  costs,  but  what  it's  worth.  And  with  over  a  centun 

nc^ZZTr^  T[al  glfo  ^  heiru0mS'  3  rrtati°n  f°r  fair  -d  timelV  d*im  serv.ce  and  solid 

c  al  strength,  Chubb  insurance  is  worth  its  weight  in  gold.  For  information  and  a  free  brochure  or. 

ecting  your  jewelry,  call  your  agent  or  broker,  or  Chubb  at  1-800-CHUBB  08. 


ire  your  world  with  Chubb 


ffiSlSS!  t£  -ember  insurers  of  the  Chubb  Gn  >uP  ,  ,f  Insurance  Companies  who  issue  coverage 

Ou.bbT  ?i  P  ^1Se  C°Veragf  aff°rded  IS  subject  to  the  tenn8.  conditions  and  exclusions  of  the  polLi^b 

Chubb  Group  of  Insurance  Compan.es,  Warren,  NJ.  Jewelry  and  place  settings  courtesy  of  Tiffany  &  Co 
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pentium 


Exterma  550CD  comes  with 
integrated  CD-ROM  and 
16-bit  jtereo  dound for  full 

multimedia  capability. 


Extensa  550  j  PCI  Bu, 
architecture  enables 
optimal  Pentium 
performance. 


Extensa  and  "Start  Doing  Extraordinary  Things"  are  trademarks  of  Texas  Instruments.  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  ol  Intel  Corp.  ©  1995  TI. 


I  Extensa. 


I450L,  5 
h.-  * 
ook  weight. 


EXTENSA 


EXTENSA  450 

»  Weight:  5.0  lbs. 
'  DX4//  5  processor 
•  10.4"  Dual  Scan  or 

9.4"  Active  Matrix 

(TFT)  display 
-'  h.MB  RAM. 

upgradeable  to  52MB 

Serial  infrared  port 

EXTENSA  550 

•  Pentium  75MHz 
10.4"  Dual  Scan 
display 

•  8MB  R.AM, 
upgradeable  to  -lOMB 

•  Serial  infrared  port 

EXTENSA  550CD 

•  Pentium  75MHz 

•  Integrated  CD-ROM 
and  16-bit  sound 

•  1 0.4  Active  Matrix 
(TFT)or  lO.-TDual 
Scan  display 

•  8MB  RAM. 
upgradeable  to  -fOMB 
Serial  infrared  port 


Today,  the  pressure  is  on  you  to  do 
something  extraordinary.  To  squeeze  out 
more  productivity  than  ever  before  from  the 
same  24  hour  day. 

That's  why  we  made  Extensa;  the  new 
line  of  affordable  portable  computers. 

The  new  TI  Extensa  450  is  the  most 
extraordinary  combination  of  light  weight, 
power,  and  affordability. 

The  new  TI  Extensa  550  gives  you  the 
power  of  a  Pentium®  proces- 
sor for  the  price  of  a  486. 

And  the  new  TI  Extensa 
550CD  multimedia  portable 
computer  gives  you  CD-ROM 
and  plenty  of  Pentium  technol- 
ogy to  enjoy  it.  In  fact,  at  its  price  the  only  thing 
this  powerhouse  doesn't  have  is  competition. 

So  now  you  can  start  working  faster, 
start  working  better,  start  expanding  your 
capabilities,  start  extending  the  power  of  a 
Pentium  processor,  start  using  multimedia 
and,  most  important  of  all,  start  making  your 
money  work  harder. 

In  short,  you  can  start  doing  extraordi- 
nary things.  And  it  all  starts  with  a  phone  call. 
1-800-TI-TEXAS.  E-mail:  2ti@msg.ti.com. 
Internet:  (www.ti.com). 

^r  Texas 
Instruments 
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THE  TOP  40 


Even  if  the  Grateful  Dead  doesn't  survive  Jerry  Garcia, 
his  fellow  performers  won't  starve. 

Coupon  clippers 


"- 


: 


By  Maria  Matzer 

Will  the  Grateful  Dead  survive  Jerry 
Garcia's  death?  The  precedents  aren't 
encouraging.  Nirvana  ended  its  sev- 
en-year, five-album  career  last  year 
when  lead  singer  Kurt  Cobain  com- 
mitted suicide.  The  Doors  made  two 
albums  and  two  tours  in  the  early 
1970s  before  realizing  that  without 
leader  Jim  Morrison  they  were  no 
longer  the  Doors. 

Already  the  Grateful  Dead,  which 
pulled  in  $42  million  over  the  past 
two  years,  has  canceled  23  appear- 
ances. It's  likely  this  will  be  the 
group's  last  appearance  on  the  Forbes 


Top  40  list. 

But  no  need  to  take  up  a  collection. 
The  band  jointly  owns  the  publishing 
rights  to  the  group's  songs,  rights  that 
should  yield  handsome  annuities  to 
the  five  surviving  band  members. 
"Owning  publishing  rights  is  a  musi- 
cian's best  insurance  policy,"  says  en- 
tertainment attorney  Jay  Cooper. 

When  a  song  is  performed  on  the 
radio,  on  a  jukebox  or  by  another 
performer,  royalties  go  to  the  song- 
writer and  the  owner  of  the  publish- 
ing rights.  Michael  Jackson  bought 
the  bulk  of  the  Beatles'  (see  story,  p. 


130)  publishing  rights  in  1985  fo 
$47.5  million.  Paul  McCartney  ano 
John  Lennon's  heirs  still  get  thr 
songwriter's  50%,  but  the  publishinj 
cut  goes  to  Jackson,  who  also  control 
how  the  music  is  used.  Jackson  look 
to  make  out  handsomely:  In  198! 
Nike  bought  the  rights  to  use  th 
Beatles'  "Revolution"  in  a  sneaker  ac 
for  an  estimated  $500,000. 

The  Rolling  Stones  recently  got 
reported  $4  million  from  Microsof 
for  the  songwriter  rights  to  "Start  M 
Up,"  the  tune  being  used  to  flog  th 
new  Windows  95  software. 


u 


*y 


«  £ 


Jerry  Garcia  and  the  Grateful  Dead  in  concert 

The  remaining  members  can  be  grateful  for  royalties  and  publishing  rights. 
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At   the   beginning   of  the   century  a 

b-four  minute  mile  seemed  far  beyond 

e    capabilities    of    any    human    being. 

That's       why      Roger      Bannister's 

minute     59.4     seconds     at     Oxford 

1954    wasn't  just    an    extraordinary 

irting    achievement,    it    demonstrated 

v   far    the    human    race    had    evolved. 

In    the    early    70s,    a    challenge    to 

market   leaders   of  the  civil  aircraft 

jstry    appeared    to    be    beyond    the 

Mobilities  of  any  European  manufacturer. 

So    how    far    has    Airbus    Industrie, 

h  was  launched  with  no  track  record 

I  any    kind,     evolved    in    25    years? 

Wfoday,    Airbus    Industrie    is    a    world - 

We    industrial    giant    with    an    hourly 

Mover    of    $1     million,     supplying     a 

"mplete  range  of  modern   aircraft  to 


of    the    world's     leading    airlines. 


nd   what   of  the   challenge   to   the 

-  competitors?  The  race  is   well  and  truly  on   with  30%  of  the  market  captured  for  large  commercial  aircraft  and  a 

u  [er  $50  billion  worth  of  orders  on  the  books.  Which  goes  to  prove  what  EXTRAORDINARY  THING5  CAN  3E  ACHIEVED 

I  you   set  your  sights   determinedly   on   a    clear  and   simple   objective.  ^2/S+lnD%M9  IwmV%J&  f  flffE 

SETTING  THE  STANDARDS 


inc  lur  <tu 


Ownership  of  a  group's  name  is 
important,  too.  The  late-Fifties 
rhythm  and  blues  group  the  Platters 
was  tied  up  for  years  in  lawsuits 
against  various  parties  over  the  own- 
ership of  its  name.  No  problem  here 
for  the  Dead.  The  band  members 
jointly  own  the  name. 

Of  course,  there  is  always  a  chance 
that  the  Dead  will  come  back.  Some 
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bands  have  made  the  transition  from 
one  front  man  to  another,  but  they've 
been  the  exceptions. 

David  Lee  Roth  left  the  hard  rock 
group  Van  Halen  for  a  solo  career  in 
1985.  The  group  continued  to  flour- 
ish, featuring  Eddie  Van  Halen,  the 
group's  guitar-playing  other  star.  It 
scored  a  coup  by  getting  the  already 
established  rock  singer  Sammy  Hagar 


The  Rolling  Stones  (above) 
and  the  Doors'  Jim  Morrison 
Creating  lasting  legacies. 


to  replace  the  departed  Roth.  Th 
group  has  continued  to  enjoy  golc 
album  and  concert  success  since  th 
change. 

The  Doobie  Brothers  pulled  offl 
similar  feat  when  singer-songwritei 
keyboardist  Michael  McDonald  re 
placed  Tom  Johnston  as  the  mai 
front  man  for  the  group  in  the  mid 
1970s.  McDonald,  who  had  prev: 
ously  performed  with  the  grou 
Steely  Dan,  reshaped  the  sound  of  th 
Doobie  Brothers,  making  them  mor 
popular  than  ever  for  a  time. 

Nirvana's  drummer,  Dave  Grohl, . 
starting  over  with  his  new  band,  Fo 
Fighters.  Next  month  the  grouf 
which  has  already  played  to  enthusiaf 
tic  crowds  at  clubs  and  small  theatei 
around  the  U.S.  and  in  Europe,  wi' 
appear  on  the  cover  of  Rolling  Stont 

Thus  some  members  of  the  Dea 
may  go  on  to  new  careers,  but  th 
chances  are  strong  that  the  band  itsel 
Garcia  gone,  will  lie  back  and  clip  il 
coupons.  ■ 
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IF  BUSINESS  IS  WAR 


"We  had  several  states  courting  us  when  we  began 
a  search  for  a  second  plant  site.  We  chose 
Mississippi  because  of  the  strong  work  ethic, 
excellent  training  programs,  and  easy  access  to 
national  and  international  markets.  But  there  was 
one  other  thing  that  made  the  state  unique.  We 
didn't  find  the  same  adversarial  relationship 
between  government  and  business  common  in 
other  places.  On  the  contrary,  we  were  encouraged 
to  call  the  governor  or  the  head  of  the  state's 
economic  development  agency  if  we  needed  assis- 
tance. Southern  hospitality  certainly  spills  over 
into  business  in  Mississippi.  After  all,  how  many 
other  company  presidents  are  on  a  first-name  basis 
with  the  governors  of  their  states?" 

Louise  O'Sullivan,  President 

Groen/A  Dover  Industries  Company 

Elk  Grove,  Illinois  /  Jackson,  Mississippi 

WE  KNOW  HOWTO  KEEP  IT  CIVIL 


FRIENDLY  FACES 

FIRST-NAME  BASIS 

MANY  FRIENDS  IN  HIGH  PLACES 


(800)340-3323 

BUSINESS      HOTLINE 


MOVE  IT  TO 


MISSIS 


mi™ 


up  a  COMERS 


Barbara  Samson  doesn't  take  no 
for  an  answer.  She  takes  it  as  a  challenge. 
Thus  did  a  24-year-old  novice  launch 
a  real  live  telephone  company. 

Woman 
with  a  mission 


By  Toddi  Gutner  Block 

Just  out  of  the  University  of  Florida 
with  a  telecommunications  degree  in 
1985,  Barbara  Samson  had  a  job  with 
Orlando- based  Phone  One  selling 
long  distance  telephone  service  to 
business  customers.  She  heard  a  lot  of 
complaints  about  how  expensive  and 
unreliable  it  was  to  connect  to  their 
long  distance  carriers  through  the 
local  phone  companies. 

Why  not  build  networks  to  bypass 
the  local  phone  lines,  giving  custom- 
ers a  choice  and  making  it  cheaper  to 
connect  to  long  distance  carriers? 
Samson's  boss  wasn't  interested  in 
bright  ideas  from  24-year-olds. 

With  most  people  that  would  have 
been  that.  Barbara  Samson  isn't  most 
people.  She's  6  feet  tall,  and  rather 
than  apologizing  for  her  height  she 
accentuates  it  with  3-inch  heels.  If 
she's  going  to  be  tall,  she'll  be  the 
tallest  person  in  the  room  and  make 
sure  people  notice  her.  Barbara  Sam- 
son doesn't  strike  you  as  cocky;  just 
confident.  She  doesn't  take  no  for  an 
answer;  she  takes  it  as  a  challenge. 

When  her  boss  turned  her  down, 
she  quit  to  go  out  on  her  own.  She  was 
so  persuasive  that  Phone  One  col- 
league and  engineer  Richard  Kolsby 
agreed  to  join  her.  Together  they 
launched  Tampa- based  Intermedia 
Communications  of  Florida  with 
$50,000  Samson  had  inherited  from 
her  lather  and  a  $450,000  loan  from 
her  mother,  a  onetime  owner  of  a 
profitable  chain  of  hospitals. 

Intermedia  Communications  of 
Florida  was  born,  but  it  was  only  an 
idea,  a  name  and  a  little  money.  "Peo- 
ple didn't  know  you  could  compete 
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against  the  Baby  Bells  when  we  began 
in  1986,"  says  Samson.  She  set  about 
to  persuade  them. 

She  had  read  in  the  trade  press  that 
Scott  Brodey,  the  former  president  of 
I  in  Communications,  had  started  a 
competitive  access  company  in  Wash- 
ington, D.C.,  so  she  contacted  him. 
"I  refused  and  said  I  was  too  busy  to 
help,"  recalls  Brodey,  who  is  still 
building  networks. 

Samson  came  back  with:  "Do  you 
have  a  daughter.5"  When  he  said  yes, 
she's  about  your  age,  Samson  asked: 
"If you  weren't  here  and  she  needed 
someone  to  help  her,  would  you  want 
her  to  have  someone  to  go  to?" 

Of  course,  Brodey  would.  "Well, 
my  father  died  and  I  need  your  help." 

Brodey  gave  Samson  only  a  2% 
chance  of  success  but  agreed  to  be- 
come her  mentor  and  take  a  seat  on 
her  board.  Brodey  got  no  ownership; 
just  a  small  stipend  as  a  board  mem- 
ber. Brodey  called  at  5:30  a.m.  every 
day  with  advice,  then  again  at  5:30 
p.m.  to  make  sure  she'd  taken  it.  Then 
he  introduced  her  to  Wall  Street. 
Bankers  were  interested,  but  leery 
about  her  lack  of  experience.  "I  was 
on  a  mission,  willing  to  do  whatever 
was  necessary,"  says  Samson. 

So  Samson  persuaded  two  sea- 
soned former  ITT  executives,  Robert 
Benton  and  William  Miller,  to  come- 
on  board  as  chief  executive  officer  and 
vice  president  of  operations,  respec- 
tively. They're  now  retired,  and  David 
Ruberg  is  chief  executive. 

Venture  capitalist  John  Baker  of 
New  York-based  Patricof  &  Co.  Ven- 
tures,  Inc.   liked  what  he  saw.   He 


Barbara  Samson,  Intermedia's  founder 
"We  had  to  prove  ourselves 
every  step  of  the  way." 
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I  ou  could  make  rubber  band  balls  for  instance. 
Or  little  paper  clip  figurines.  'But  why  on  earth  would  you 
want  to  spend  more  time  getting  less  done  at  work?  'Z^ell, 
the  answer  is  you  probably  wouldn't.  7^>  one  would.  Tt's 
just  that  some  people  may  not  know  that  you  can  run 
Windows  NT™  applications  up  to  three  times  faster 
with  a  MIPS™  RISC-based  system!  Or  that  you  can  also 
use  MIPS  RISC  with  UNIX.  O-fhd  that  according  to  the 
TPC-C  benchmarks,  the  top  three  OLTP  systems  use 
MIPS  RISC.  On  the  other  hand,  it  may  be  that  these 
people  do  know  about  ail  these  things,  and  have  just  had 
trouble  convincing  other  people,    oo  if  you  find 
yourself  in  this  position,  and  you  think  it 
might  help,  you  could  always  tell  them  that  you  chose 
MIPS  RISC  because  of  its  exceptional 
price /performance 
advantages.  Tou  might 


Windows  NT  without 

rA  IPS,  but  there  are  more 


imaginative  ways 


of  wasting  time. 


also  tell  them  that  you 
chose  MIPS  RISC  because 

nearly  a  hundred 
companies  have  adopted 
its  architecture  and  it's  the 

number  one  RISC-based 

general  purpose  processor 

in  production  today.  'That  usually 

works.    d\xi  if  not  —  if  after  all  that,  they 

still  seem  unsure  -  just  remember  that  you 
still  have  your  imagination.  0<md  there  will 
always  be  plenty  of  office  supplies. 


0 


"Compared  to  a  Pentium -processor-based  system 


Microsoft   Copyright  1995  NEC  Electronics  Inc. 

COMMTBLE    All  trademarks  are  the  property  of  their  respective  owners. 

I  are  information  call  1-800-366-9782  and  ask  for  info  pack  *183. 


Where  to  find  a  plane. 


Where  to  find  your  bags. 


Where  to  find  a  taxi. 


Where  to  find  a 
great  hotel. 

With  75  locations  in 

24  countries,  chances  are 

there's  a  Renaissance  right 

where  you  need  one. 
Call  your  travel  agent  or 

1-800-HOTELS-l. 

Renaissance,  a  name  you  can 
be  comfortable  with.™ 
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HOTELS  AND  RESORTS 


UP  &  COMERS 


created  a  consortium  of  venture  capi- 
talists: Boston-based  Morgan  Hol- 
land Fund,  Vista  III  in  New  Canaan, 
Conn.,  and  Morristown,  N.J. -based 
MBW  Venture  Partners.  They  invested 
S9  million  in  two  fundings,  in  1988 
and  1991,  in  exchange  for  about  70% 
equity.  On  that  equity  Intermedia 
borrowed  S9  million  from  New  York 
Life  Insurance  Co.  in  1989.  By  now 
Samson  was  diluted  down  to  3%  of  the 
company,  but  she  was  under  way. 

Around  the  time  the  first  line  was 
laid,  Samson  signed  on  Sun  Bank  and 
Telesphere  as  customers.  Interme- 
dia's first  fiber-optic  networks  were 
installed  in  Orlando  and  Tampa  be- 
fore 1988  had  ended.  Intermedia  be- 
came what's  known  as  a  competitive 
access  provider,  a  firm  that  builds 
separate  fiber-optic  networks  be- 
tween businesses  and  their  long  dis- 
tance carriers.  The  network  can  digi- 
tally transmit  voice,  data  and  video 
much  taster  and  less  expensively  than 
the  Baby  Bells'  copper  wire  lines. 

Among  her  top  clients  today  are 
General  Mills,  Florida  state  govern- 
ment offices  in  Tallahassee  and  Merrill 
Lynch.  With  estimated  1995  revenues 
of  S42  million,  Intermedia  is  the  larg- 
est competitive  access  provider  in  the 
Southeast — with  480  miles  of  fiber- 
optic cable,  rhore  than  aiw  of  its  com 
pctitors.  In  Florida  its  network  con- 
nects 350  buildings  in  five  major  cities. 
It  recently  acquired  fiber  networks  in 
Cincinnati,  Raleigh/Durham,  Hunts- 
villc,  Ala.  and  St.  Louis.  Intermedia  has 
won  business  in  bidding  against  AT&T, 
BellSouth,  GTE  and  United  Telephone 
Co.,  among  others. 

"We  had  to  prove  ourselves  every 
step  of  the  way,"  Samson  says,  point- 
ing out  that  Intermedia,  with  its  limit- 
ed capital  base,  is  competing  in  a 
capital  intensive  industry:  MFS  Com- 
munications, Peter  Kiewit  Sons'  com- 
petitive access  provider,  was  launched 
with  a  half-billion  dollars  in  capital 
(see Forbes,  Oct.  24,  1994). 

Most  competitive  access  providers 
build  on  speculation,  laying  cables  to 
industrial  parks  and  other  likely  po- 
tential revenue  sources  before  they 
sign  up  the  accounts.  Samson  sells  the 
service  first,  then  lays  the  cable. 

In  1992  Intermedia  reported  a  loss 
of  S235,()00  on  revenues  of  $7  mil- 
lion, but  it  had  a  positive  cash  flow  of 
$2.7  million.  That  year  it  went  public, 


the  first  competitive  access  provid  I 
to  do  so.  Thirty-four  percent  of  tl 
company  yielded  S 1 7  million.  A  19 
secondary  offering  raised  $27  millic 
for  24%  of  the  company. 

Last  year  Intermedia  lost  $3  millic 
on  sales  of  $14  million  and  a  positi 
cash  flow  of  $2.6  million,  30  cent: 
share.  That  the  company  still  los 
money  bothers  Samson  and  her  ass 
dates  not  at  all.  This  is  a  game  y< 
play — at  the  start  at  least — for  ca 
flow  rather  than  for  formal  earning 

What's  next?  Samson,  now  33  ai 
senior  vice  president,  is  eyeing  t 
local  phone  service  market.  Until  i 
cently  state  laws  prohibited  everyo 
except  the  designated  local  pho 
company  from  providing  local  s< 
vice.  In  June  Florida  opened  up 
$5.2  billion  market  to  competition 

Intermedia  recently  acquired  Sai 
son's    old    employer,    $19    milli 


David  Ruberg,  chief  executive  officer 
Directing  and  expanding  operations. 


(sales)  Phone  One  for  $8  million    ; 
cash  and  stock.  Phone  One  brings   ttfl 
Intermedia  special  switching  syste*) 
that  will  allow   Intermedia  to  o 
long  distance  service  itself. 

Samson  knows  the  competition 
just  beginning  to  heat  up  with  derj 
ulation:  MCI  has  committed  $20 
lion  to  expanding  the  scope  ofl 
fiber-optic    network,   and   the    B  i 
Bells  probably  won't  be  tar  behi 
Will  Intermedia  finally  sell  out?  . 
has  already  made  offers.  But  if 
know  Barbara  Samson,  you'll  bett 
she's  going  to  stay  in  the  game  at  I< 
a  couple  more  years.  The  bigger 
termedia  gets,  the  more  the  big  b 
will  want  it. 
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VOLUME  SETS 

•  2,500  photos  on 
25  CD-ROMs 

•  Full-color 
reference  guide 

•  13  different  volume 
sets  available 
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ATTENTION  S 
ONAL  PHOTOGRAPHERS! 
professional  photographer 
n  having  your  photographs 

the  world  s  leading  photo 
llection.  please  call  Corel 

at: 

8-0826  ext.  85080 


CCOREL 


cus1serv@corel.ca 

Call  now  for  taxed  literature! 

1-613-728-0826  ext.  3080 

Document  #1039 


High  Resolution  &  Royalty  Free 
Kodak  Photo  CD  Format 
PC  &  Mac  Compatible 


Ideal  for  Desktop  Publishing 


"The  creative  potential  is  unbelievable." 
PC  Week  -  April  17,  1995 

"Corel's  Stock  Photo  Library  may  be  the  biggest 
bargain  in  multimedia  content  today." 
Syllabus  Magazine  -  Special  Edition,  1995 


1-800-CD-TIGER 

1-800-238-4437 


*$US  plus  applicable  taxes. 


ALL  COREL  PROFESSIONAL 
PHOTOS  INCLUDE: 

•  Corel  Photo  CD  Lab 

•  Corel  Mosaic  Visual  File  Manager 

•  Corel  Artview  Screen  Saver 

•  Corel  CD  Audio 

•  Windows  Wallpaper  &  Flipper 

•  HIGH  RESOLUTION  -  5  resolutions  from 
128X  192  up  to  2048X3072 

Each  image  is  approximately  18  megs 
(uncompressed) 

•  COLOR  FUNCTIONALITY  -  Grayscale, 
16  colors,  256  colors  or  RGB  (24  bit) 

•  EXPORT  FILTERS  -  Windows:  TIF,  BMP, 
EPS,  PCX  or  GIF.  Macintosh:  TIFF  or  PICT 

•  COMPATIBILITY  -  Can  be  read  by  any 
CD-ROM  player  (XA  support  not  needed) 
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SIAKIINU  YUUK  UWN  BUSINESS 


The  food  gestapo  says  popcorn's  bad  for  you. 
Doug  Chu  and  Scoff  Samet  are  glad  to  hear  it. 

Healthy  choice 


By  Maria  Matzer 


LAST  yi-.ar  Washington,  D.C.'s  ('en- 
ter for  Science  in  the  Public  Interest, 
one  of  Ralph  Nader's  fronts,  pontifi- 
cated that  most  movie  theater  pop- 
corn is  unhealthy.  Too  much  saturat- 
ed fat  in  the  coconut  oil  used  to  cook 
the  stuff.  "The  report  caused  a  huge 
uproar,'''  smiles  Douglas  Chu.  He 
smiles  again:  "Our  business  dou- 
bled." He  and  partner  Scott  Samet 
are  happy  to  sell  you  pretzels  instead. 

Chu,  27,  and  Samet,  26,  were 
Wharton  classmates  and  worked  to- 
gether as  financial  analysts  in  Rankers 
Trust's  Los  Angeles  office.  They  also 
saw  a  lot  of  movies  together  and 
decided  there  ought  to  be  .m  alterna- 
tive to  the  popcorn,  hot  dogs  and 
candy  most  movie  houses  offered 
their  patrons.  They  also  decided 
something  else:  "I  didn't  like  the 
possibility  of  working  for  someone 
else  my  whole  life,"  says  Chu. 

Based  in  shared  office  space  in  Bev- 
erly Hills,  their  Taste  of  Nature,  Inc. 
markets  what  it  bills  as  "•healthier" 
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Taste  of  Nature 
founders  Doug  Chu 
and  Scott  Samet 
"Their  products 
attract  some 
customers  who 
wouldn't 
otherwise  buy 
concession  items. 


movie  snacks:  pretzels  covered  with 
yogurt  rather  than  chocolate;  dried 
apricots;  and  Oriental  Party  Mix,  a 
blend  of  rice  crackers,  peanuts  and 
dried  peas.  This  is  good,  high-margin 
stuff.  An  approximately  4-ounce  bag 
of  the  low -fat,  low -calorie  stuff  sells 
for  around  S2.25,  about  the  price  of  a 
small  popcorn. 

Taste  of  Nature  currently  sells  its 
snacks  in  500  theaters  in  40  states.  It 
expects  to  earn  $  1 30,000  this  year,  on 
sales  of  $1.2  million.  But  getting 
there  hasn't  been  easy. 

To  get  started  Chu  and  Samet 
bought  little  packages  of  dried  fruit, 
yogurt  pretzels  and  the  like  from  con- 
venience stores.  Strapped  for  cash, 
they  decided  to  personally  deliver 
their  wares  to  local  theaters,  and  send 
packages  via  UPS  to  those  farther 
afield.  In  July  1992  Chu  and  Samet 
quit  their  Bankers  Trust  jobs,  capital- 
ized their  new  venture  with  $15,000 
of  saved  Bankers  Trust  bonus  money 
and  placed  some  orders  for  snacks. 


One  of  Chu's  first  sales  calls  was  to 
childhood  friend,  Bruce  Corwii 
president  of  a  Los  Angeles-base 
100-screen  theater  chain.  Corwi 
agreed  to  test  Taste  of  Nature's  snacl 
in  two  Santa  Barbara  theaters.  No  g( 

Convin's  concession  manager  e: 
plained  that  the  packaging  turne 
customers  off.  Not  appetizing  like  tf 
sight  and  smell  of  fresh  popcorn.  Wl" 
not  differentiate  their  snacks  by  tal 
ing  them  out  of  their  packages  an 
displaying  them  in  bulk?  Chu  ar 
Samet  installed  clear  plastic  bins  fro: 
which  concession  workers  scoopt 
out  Taste  of  Nature's  products. 

That  got  sales  moving  enough  f< 
the  partners  to  expand  into  150  mo 
theaters  in  20  states.  But  it  took  N 
derite  busybodies  to  give  them  the; 
big  push  in  April  1994.  Chu  ar 
Samet  left  no  angle  of  this  gift  une. 
ploited.  They  changed  the  labels  c 
Taste  of  Nature's  movie  house  plast 
bins  to  read  "cholesterol  free"  at 
"low  fat."  They  used  the  Naderi 
study  as  a  new  opening  argument 
even'  sales  pitch  to  concession  ma 
agers.  They  got  trade  magazines  an 
local  newspapers  to  mention  Taste 
Nature  when  writing  about  the  po 
corn  study. 

John  Miller,  general  manager 
Springfield,  Ill.'s  Kerasotes  Theatri 
a  340-screen  midwestern  chain,  te: 
ed  Taste  of  Nature  in  four  of  1 
theaters  the  month  after  the  stu 
appeared.  He  now  offers  the  snacks 
all  of  his  major  locations.  "Thj 
products  attract  some  customers  wi 
wouldn't  otherwise  buy  concessi 
items,"  he  says. 

Taste  of  Nature  has  also  signed 
ten  sports  arenas,  and  just  a  few  wee 
ago  bagged  a  big  account:  Manh 
tan's  Radio  City  Music  Hall.  Throu 
an  800  number  on  all  Taste  of  Natl 
bags,  customers  can  order  gift  tins 
the  company's  snacks.  Planned  I 
this  holiday  season  is  a  catalog  of  g 
tins  and  gift  baskets.  Catalogs  will 
sent  to  customers  of  the  800  numb 
plus  to  names  culled  from  purchas 
mailing  lists. 

Chu  and  Samet  have  started  to  j 
themselves  a  salary,  which  they  did 
take  for  their  first  nine  months 
business.  But  they  still  answer  th 
own  phones  and  cautiously  watch  t 
market.  Who  knows  where  food  f; 
dism  will  strike  next? 

Forbes  ■  September  25,  IS 


S      P      E 

Iff     r 


C      I      A       L 


A       D       V      E       R      T      '       S       '       N       C  SUPPLEMENT 

1HE   IM95   Fl\A\l'Ul   HEHVI1E8   IIEI'OHTC 


an 


OU     HAD      SOMETHING     yoU| 

protect  and  nurture, 


yourself_withi 


the  ris 


p  o 


and  fall  of  interes 
the  relative  streng 


master   the   most    complex    financia] 


140  c 


informed   and    objective   advice,    a 


take  a  full-time  job  monitoring  all  o 


your  financial  decisions. 


in  Dfta.i  fmm  Bank's  mi  ««»'*  by  CitiM  M  Manm  tank  mi,™*,*  Mkm.  9 1995  Bitank  HA  Oitnnk  DA  ,s  ,n,nl,Mn,  SFA  ml  ma 


Or  you  could  just  talk  to 
your  private  banker. 

At  a  time  of  increasing  volatility,  a  Citibank  Private  Banker  offers  the 
reassurance  you've  been  looking  for.  A  skilled  financial  advisor  who's  committed 
to  thoroughly  understanding  you  and  your  needs,  your  Private  Banker  is  backed 
by  a  global  team  of  investment  experts.  Drawing  on  Citibank's  unrivaled 
presence  and  capabilities  in  markets  and  currencies  around  the  world,  they 
pinpoint  opportunities  that  are  right  for  you.  You'll  receive  informed,  objective 
advice  about  the  proper  allocation  of  your  assets,  and  about  entering  and  exiting 
appropriate  markets.  And  you'll  benefit  from  risk  management  solutions  that  help 
reduce  your  exposure  to  the  hazards  of  fluctuating  markets.  As  long  as  you  are  a 
client  you  have  on  your  side  specialists  on  six  continents  to  help  you  manage  your 
investments  in  line  with  your  goals,  and,  in  good  times  and  bad,  help  you  make 
the  right  financial  decisions.  To  learn  more  about  the  rewards  of  a  relationship 
with  The  Citibank  Private  Bank,  please  call  212-559-1111. 

THE  CITIBANK  PRIVATE  BANK 
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The  \i'u  Unriil  ill  I'rivale  Itanhing 

-j  banking  and  finan- 
cial services  have 
become  a  paradigm 
of  modern  times,  with  services 
increasingly  dominated  by  auto- 
mated teller  machines,  disembodied 
voice-mail  systems  and  ever-chang- 
ing arrays  of  customer  service  repre- 
sentatives. But  one  part  of  the  finan- 
cial services  forest  harks  back  to  ear- 
lier times,  when  people  knew  their 
bankers  by  name  and  received  bank- 
ing services  tailored  to  their  specific 
needs  and  desires.  That's  the  world 
of  private  banking,  a  world  inhabited 
by  affluent  individuals  who  feel  con- 
ventional banking  and  financial  ser- 
vices aren't  sufficient  to  meet  their 
needs  or  suit  their  style. 

Their  affairs  are  complex,  and 
they  want  help  in  managing  them 
In  the  case  of  affluent  individuals, 
"their  scarce  commodity  is  time, 
not  money,"  says  Peter  R.  Burnim, 
Division  Executive  in  charge  of 
the  U.S.  Private  Banking  Group 
at  Citicorp. 

That's  why,  says  Peter  E. 
Guernsey,  Jr.,  Managing  Director 
and  Head  of  Domestic  Private 
Banking  at  Union  Bank  of  Switzer- 
land, private  banking  is  "about 
service  and  about  resources.  If  you 
feel  you're  getting  the  financial  ser- 
vices you  want  and  need  through 
the  Internet,  fine."  But  many  affluent 
clients  require  financial  services 
unique  to  their  own  investment 
circumstance. 

Private  banking  clients  run  the 
gamut  from  the  super-rich  to  the 
affluent  At  U.S.  Trust,  most  private 
banking  clients  have  investable  assets 
of  $2  million  to  $50  million.  How- 
ever, while  U.S.  Trust's  clientele 
includes  more  than  300  families 
with  a  net  worth  of  more  than  $50 
million,  the  firm  has  also  developed 
a  sizable  clientele  with  assets  of 
$250,000  to  $2  million. 

Private  banking  is  more  about  a 
style  than  a  specific  set  of  services. 
That's  not  to  say  the  range  of  ser- 


vices provided  isn't  extensive.  Jeffrey 
C.  Keil,  President  of  Republic  New 
York  Corp.,  parent  company  of 
the  Republic  National  Bank,  says 
"Banking  and  lending  services, 
fiduciary,  custody  and  investment 
management  are  the  four  principal 
categories  of  services." 

Says  Citibank's  Burnim,  "We 
deliver  every  single  product  Citibank 
produces  that's  applicable  to  our 
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client  base  through  private  banking. 
The  dominant  job  of  the  private 
banker  is  to  have  sufficient  client 
expertise  and  skill  to  identify  and 
tailor  the  products  the  client  needs." 

Private  banking  services  are 
custom-tailored  to  go  beyond  pure- 
ly financial  needs  and  be  mindful 
of  such  issues  as  tax  consequences, 
estate  planning  and  family  concerns. 
The  key,  says  Jubertus  Rukavina, 
Executive  Vice  President  of  Citibank 
and  Head  of  its  Global  Private  Bank, 
is  "understanding  the  total  client 
needs  and  coming  up  with  appropri- 
ate solutions." 

\  Changing  Picture  m  All  I  urn  it 

Private  banking  services  have  existed 
for  years.  But  Guernsey  of  UBS 
says,  "There  has  been  an  incredible 
change  in  this  business  in  the  last 
25  years.  With  an  unprecedented 
merger  activity  in  the  financial  ser- 
vices sector,  the  providers  are  chang- 

:■  &0  jt  >*"  *: 


ing,  as  are  the  requirements  of  the 
affluent  market,  and  product  seg- 
mentation is  the  name  of  the  game." 

For  many  years,  private  banking 
was  about  "old  money"  —  many 
people  with  inherited  wealth  count- 
ed on  private  banking  organizations 
to  manage  their  assets,  making  sure 
their  dividend  and  interest  checks 
arrived  at  the  right  address  in  Palm 
Beach  in  the  winter  and  Newport 
in  the  summer.  The  clients'  main 
concerns  were  often  preservation 
of  principal  —  in  order  to  preserve 
their  lifestyle  —  and  they  valued 
knowing  that  someone  else  was 
tending  to  their  interests. 

But  this  rarefied  world  of  "old 
money"  has  been  overshadowed  by 
the  rapid  growth  of  "new"  money. 

"The  1980s  generated  a  lot 
of  new  wealth,"  notes  Republic 
National  Bank's  Keil.  As  a  result 
of  the  spate  of  mergers  and  acquisi- 
tions, initial  public  offerings,  lever- 
aged buyouts  and  divestitures,  a 
sizable  number  of  entrepreneurs 
and  corporate  executives  suddenly 
acquired  substantial  amounts  of 
money. 

While  the  '80s  are  over,  the  sale 
of  family-owned  businesses  has  con- 
tinued to  create  tremendous  liquid 
wealth.  As  a  result,  there  are  several 
million  millionaires  in  the  U.S.  John 
C.  Hover,  Executive  Vice  President, 
U.  S.  Trust,  says,  "The  number  of 
households  in  the  U.S.  with  over 
$200,000  in  income  or  more  than  $1 
million  in  investable  assets  continues 
to  increase  more  than  15%  annually.' 

The  newcomers  have  come  to 
dominate  the  private  banking  mar- 
ket because,  in  many  cases,  "the 
old  mdney  has  been  spent,"  says 
Guernsey  of  UBS. 

As  a  result  of  transfers  to  succes 
sive  generations  and  taxes,  many 
family  fortunes  have  been  diffused 
and  diminished.  A  U.S.  Trust  Co. 
survey  of  the  wealthiest  1%  of  the 
U.S.  population  found  that  only  10°/ 
of  respondents  listed  inheritance  as 
an  "important  source"  of  their  wealth 
while  46%  pointed  to  earnings  from 
a  business  they  owned,  33%  listed 
earnings  from  employment  and  29% 
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Cisco.  You'll  find  out  why  a  core  portfolio,  separately  managed 
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said  earnings  from  a  professional 
practice  were  the  most  important 
source  of  their  wealth. 

The  shift  in  the  nature  of  private 
banking  clients  has  brought  major 
changes  in  the  field.  Those  new  to 
affluence  may  require  different  kinds 
of  financial  services  —  or  at  least 
different  kinds  of  treatment  —  than 
those  with  old  money.  Perhaps 
because  most  of  the 
newly  affluent  are  not 
heirs  but  people  who 
made  the  money  them- 
selves, they  often  remain 
very  interested  in  how 
their  money  is  managed, 
and  they  want  to  be 
involved  in  the  process. 
However,  Guernsey  of 
UBS  says,  "The  classic 
entrepreneur  who  has 
done  very  well  in  building 
a  company  and  then  mon- 
etizes his  wealth  often  is 
not  capable  of  making  his 
own  portfolio  investment 
decisions.  In  many  cases,  he  has  no 
training  in  that  at  all."  Moreover, 
many  of  those  who  are  suddenly 
wealthy  not  only  need  advice  on 
investing,  they  also  require  expert 
advice  to  ensure  that  they  handle 
their  wealth  in  ways  that  limit  their 
tax  obligations  and  provide  a  basis 
for  efficient  estate  planning.  To  do 
that,  they  frequently  turn  to  the 
specialists,  private  bankers. 

As  they  do,  however,  many  of 
the  newly  affluent  remain  active  in 
their  careers,  making  more  money 
Thus,  in  recent  years,  more  and  more 
private  banking  clients  have  not  only 
sought  help  in  managing  their 
wealth  but  also  assistance  in  getting 
the  credit  they  need  to  acquire  or 
expand  a  business.  Even  as  they  seek 
advice  on  direct  investments  as  well 
as  portfolio  investments,  they  also 
need  help  in  learning  how  to  sepa- 
rate their  personal  and  family  invest- 
ments from  their  businesses. 

While  newcomers  have  shaken 
up  private  banking  and  expanded  its 
range  of  services,  private  bankers  say 
it's  important  not  to  make  too  much 
of  the  distinction  between  old  and 


new  money.  Some  old  family  fortunes 
have  become  prominent  sources  of 
funds  for  venture  capital  and  other 
investments  offering  the  prospect  of 
attractive  returns  because  they  seek 
to  revivify  their  family  fortunes. 

Conversely,  some  of  the  money 
made  in  the  wild  and  woolly  '80s  is 
being  managed  with  increasing  cau- 
tion. Citibank's  Rukavina  says, 
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"These  people  have  become  older. 
Although  they  once  bought  and 
sold  companies,  now  they're  not 
necessarily  going  to  start  the  game 
all  over  again  by  buying  or  starting 
a  company.''  Instead,  they're  looking 
for  someone  to  help  them  establish 
and  manage  a  portfolio  of  securities. 
Whatever  a  private  banking 


client's  financial  aspirations,  the  key 
task  for  his  or  her  banker  remains 
identifying  and  marshaling  the  finan- 
cial services  to  meet  each  individual 
client's  needs.  That  includes  their 
needs  for  income  or  growth,  tax 
efficiency  or  estate  planning.  It  also 
includes  psychological  needs:  Some 
clients  want  their  investments  to  pro- 
vide them  with  adventure  and  others 
want  security,-  some  enjoy 
visibility  and  others  need 
secrecy,-  some  want  active 
involvement  and  others 
just  want  their  money  in 
capable  hands. 

1'iiisril  lor  Grow  Hi 

Although  private  banking 
has  expanded  to  include 
a  substantial  number  of 
new  clients,  the  market- 
place remains  poised  for 
continued  growth.  By 
some  estimates,  less  than 
25%  of  the  assets  held  by 
affluent  households  are 
professionally  managed. 

Moreover,  over  the  next  two 
decades,  an  unprecedented  transfer 
of  wealth  will  occur.  Says  U.S.  Trust's 
Hover,  "Older  Americans  have  bene- 
fited from  an  unusual  combination 
of  factors,  including  the  substantial 
increases  in  the  value  of  their  real 
estate,  the  long  upward  trend  of  the 
stock  market,  and  generous  corpo- 
rate pension  plans.  As  a  result, 
they  have  accumulated  substantial 
wealth."  By  some  measures,  upwards 
of  $10  trillion  will  be  bequeathed  to 
members  of  the  baby  boom  genera- 
tion by  their  aging  parents. 

The  forces  that  are  building  the 
private  banking  market  in  the  U.S. 
are  also  at  work  in  many  other 
industrialized  nations.  And  in  devel- 
oping countries,  rapid  economic 
growth  has  also  produced  sizable 
numbers  of  affluent  families.  Overall, 
says  Citibank's  Burnim,  "There's  been 
about  15  years  of  pretty  decent  eco- 
nomic growth  on  a  global  basis,  and 
a  lot  of  people  have  gotten  richer." 

Many  of  these  people  not 
only  need  sophisticated  financial 
services,  they  also  want  to  achieve 
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At  Republic  National  Bank  we  run  our 
business  according  to  one  fundamental  principle: 
to  protect  our  clients'  capital  as  we  safeguard  its 
purchasing  power. 

It  is  a  simple  principle  upon  which  we  base 
our  brand  or  financial  conservatism:  private  banking 
built  upon  rigor,  discipline  and  prudence.  This 
sophisticated  conservatism,  vigorously  pursued, 


IGOROUS.   DISCIPLINED.   PRUDENT. 


AND   PROUD   OF  IT. 


has  created  a  global  private  bank  of  exceptional  stability, 
capable  of  weathering  the  roughest  storms. 

Indeed,  Republic's  capitalization  ratio,  on  a  risk 
adjusted  basis,  is  three  times  as  great  as  that  required 
by  the  world's  international  banking  regulators. 

To  our  way  of  thinking,  it  is  security  as  well 
as  return  that  we  must  ensure  each  day.  And  in  the 
process,  to  provide  a  unique  quality  of  service, 
understanding  and  discretion. 


World  Headquarters  of 

Republic  National  Bank 

in  New  York. 


A  wealth  of  integrity.  |||  Republic  National  Bank 

New  York  •  Geneva  ■  London  -  Beijing  -  Beirut  ■  Beverly  Hills  ■  Buenos  Aires  -  Caracas  ■  Cayman  Islands  ■  Copenhagen  '  Denver  ■  Gibraltar  ■ 

Guernsey  ■  Hong  Kong  ■  Jakarta      Los  Angeles  •  Lugano  ■  Luxembourg  ■  Manila  ■  Mexico  City  ■  Miami  ■  Milan  ■  Monte  Carlo  ■  Montevideo  ■  Montreal  • 

Moscow  ■    Nassau     Paris     Pertfi  ■  Punta  del  Este  •  Rio  de  Janeiro  ■  Rome  -  Santiago  ■  Singapore  ■  Sydney  ■  Taipei  -  Tokyo  ■  Toronto  ■  Zurich 

©  Republic  National  Bank  of  New  York,  1995 


5r/i  i  v^ 


■ 
I 


* 


international  diversification  to  shield 
themselves  from  political  risk,  as  well 
as  protection  from  currency  risk  and 
the  uncertainty  of  local  business 
cycles.  Moreover,  in  many  countries, 
Burnim  says,  "an  entrepreneur  may 
want  to  move  some  of  his  money 
offshore  for  reasons  of  sovereign  risk, 
privacy  and  tax  efficiency."  Private 
banking  can  help  clients  determine 
when  that's  the  right  course 
and  help  execute  this  strategy. 

Wherever  they  are  in  the 
world,  and  indeed,  wherever 
they  are  in  terms  of  their  life 
cycle,  many  affluent  individu- 
als know  what  they  need  to 
do.  Yet  frequently,  Burnim 
says,  "They're  so  busy  all  the 
time,  they  don't  always  do  the 
things  they  should  be  doing  in 
terms  of  planning.  They  need 
a  private  banker  to  help  them 
do  that  work  —  and  to  make 
them  do  that  work." 

The  number  of  people 
who  can  benefit  from  this 
kind  of  help  keeps  growing, 
so  the  private  banking  busi- 
ness seems  destined  to  con- 
tinue its  rapid  growth.  But  it 
remains  focused  on  meeting  the 
needs  of  both  sides  of  the  cus- 
tomer's balance  sheet. 

On  the  asset  side,  Paul  K. 
Napoli,  Executive  Vice  President, 
U.S.  Trust,  says,  "The  core  of  our 
services  for  individuals  is  investment 
management.  We  offer  a  full  range 
of  asset  classes,  including  both 
domestic  and  international  equity 
and  fixed  income,  as  well  as  non- 
traditional  investment  options,  such 
as  venture  capital."  While  the  bulk  of 
the  assets  managed  by  U.S.  Trust  are 
in  individually  managed  accounts, 
the  firm  also  offers  proprietary  funds. 
Its  Wealth  Management  Account  is 
an  investment  advisory  service  that 
utilizes  U.S.  Trust's  family  of  25 
mutual  funds. 

Investment  management  has 
become  crucial  in  private  banking. 
Few  clients  are  content  to  talk  about 
preservation  of  capital.  Inflation 
experienced  in  recent  decades  has 
reminded  even  the  most  affluent  that 


money  has  to  make  more  money  just 
to  stay  in  place. 

A  Broadening  Array  nl 

liui'sininil  UliTiiiiliws 

The  whole  range  of  investment  alter- 
natives has  broadened  dramatically 
In  earlier  periods,  the  investment 
choices  were  limited  to  plain-vanilla 
stocks  and  bonds  and  real  estate.  But 
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now  a  host  of  alternative  investments 
has  emerged  as  a  result  of  the 
development  of  new  markets  and 
instruments.  Because  of  this  broad- 
ened array  of  investment  vehicles, 
Citibank's  Burnim  says,  there  has 
been  a  big  change  in  "the  types  of 
things  people  can  do  today  in  terms 
of  asset  allocation  and  portfolio  bal- 
ancing. People  have  alternatives  — 
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they  can  use  different  tools  and 
diversify  their  investments.  The 
capacity  for  people  to  fit  their 
investments  to  their  own  risk-reward 
preferences  is  much  greater  than  in 
the  past." 

For  example,  for  many  investors, 
Guernsey  of  UBS  says,  "International 
diversification  is  important."  He 
notes  that  these  investors  recognize 
that  "the  U.S.  stock  market 
was  70%  of  the  world's  total 
stock  market  capitalization  in 
1970,  but  now  it's  about  37%. 
Risk  and  reward  elements  do 
not  lead  one  to  putting  100% 
of  one's  assets  into  37%  of 
the  opportunities."  In  invest- 
ing, he  adds,  "You  get  a  more 
efficient  asset  allocation  and 
a  better  return  for  risk  on  a 
global  basis." 

When  investments  go 
international,  Citibank's 
Rukavina  adds,  "That  brings 
in  the  added  complexity  of 
foreign-exchange  exposure 
and  sovereign-risk  exposure." 
But  managing  those  risks  is 
part  of  the  array  of  services 
a  private  banker  can  bring 
to  bear  on  a  client's  portfolio. 
While  asset  management 
remains  at  the  heart  of  private 
banking,  the  liability  side  of  the 
client's  balance  sheet  has  gained 
importance   Besides  obtaining  credit 
to  pursue  business  interests,  private 
banking  clients  need  to  borrow  funds 
to  meet  personal  needs,  such  as  buy- 
ing a  new  home,  making  additions  to 
their  art  collection  or  pursuing  other 
expensive  avocations. 

.Customized  Servire 

To  ensure  that  clients  get  the  right 
array  of  services,  major  private  banks 
assign  specific  individuals  to  work 
closely  with  each  client  in  order  to 
understand  their  needs  and  orches- 
trate the  provision  of  appropriate 
services.  But  the  private  banker 
assigned  to  a  client  is  only  the  start- 
ing point.  Says  Citibank's  Burnim, 
"Every  banker  can't  know  every- 
thing, so  there  are  people  with 
product  expertise  to  work  with  the 
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private  banker.  They're  specialists  in 
delivery  whether  it's  credit,  or  trusts 
and  estates,  or  capital  market  trans- 
actions or  investment  management. 
These  are  delivered  on  the  basis  of 
need."  To  make  sure  the  services  are 
fully  integrated,  private  banking  not 
only  relies  on  trained  bankers  but 
also  on  lawyers,  accountants  and 
others  with  substantial  expertise  in 
tax,  estate  and  trust  issues. 

Because  of  the  emphasis  on  ser- 
vice, private  banking  organizations 
have  expanded  their  facilities  out- 
side of  major  metropolitan  areas  to 
serve  their  clients  through  conve- 
niently located  offices  in  suburbs 
and  in  places  such  as  Florida, 
Arizona  and  California  with  large 
affluent  populations. 

And  they  don't  stop  at  national 
borders.  Major  private  banks  have 
offices  around  the  world,  because 
private  banking  is  a  global  business. 
The  reason  is  not  simply  that  afflu- 
ent individuals  who  need  these  ser- 
vices come  from  all  points  of  the 
globe.  And  it's  not  just  that  invest- 
ment opportunities  suitable  for  these 
people  exist  all  over  the  world  as 
well.  More  fundamentally,  affluent 
people  often  have  business  interests 
and  family  ties  in  many  parts  of  the 
globe.  Private  banking  clients 
include  highly  mobile  Americans 
with  homes  in  several  parts  of  the 
country  —  or  the  world.  Clients 
also  include  overseas  Chinese  fami- 
lies with  business  interests  in  Hong 
Kong,  China  and  Canada,  Europeans 
with  businesses  in  Asia  and  homes  in 
Florida,  and  Middle  Eastern  investors 
with  holdings  on  several  continents. 
"For  these  people,"  says  Burnim,  "the 
world  is  getting  smaller.  They  have 
more  and  more  global  needs." 

Rpynnd  Financial  Management 

Their  needs  are  also  more  complex. 
As  a  result,  private  banking  services 
extend  far  beyond  pure  financial 
management.  Every  private  banking 
decision  is  examined  with  an  eye 
toward  such  issues  as  efficiently 
transferring  assets  to  the  next  gener- 
ation through  estate  planning.  In 
addition,  private  bankers  are  pre- 


pared to  assist  families  concerned 
about  protecting  the  interests  of 
small  children  or  aged  parents,  or 
ensuring  the  well-being  of  those 
who  are  handicapped. 

In  many  cases,  private  bankers 
also  become  deeply  involved  in  their 
client's  philanthropic  interests,  help- 
ing, for  example,  to  establish  and  run 
tax-exempt  charitable  foundations  or 
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to  arrange  trusts  that  provide  clients 
with  an  income  while  leaving  the 
principal  to  selected  charitable 
institutions. 

Many  affluent  individuals 
become  serious  art  collectors,  and 
to  help  them,  Citicorp's  private 
bank  even  has  its  own  Art  Advisory 
Service.  Its  staff  includes  individuals 
trained  in  art  history  and  experi- 
enced as  museum  curators.  Working 
closely  with  those  steeped  in  more 
conventional  banking,  these  art 
advisors  help  Citibank  private 
banking  clients  identify,  select 
and  acquire  works  of  art  for  their 
collections.  Because  they  are  familiar 
figures  in  major  art  galleries  and 
auction  houses  around  the  world, 
these  art  advisors  know  what's  for 
sale,  how  to  negotiate  for  it  and 
even  how  to  display  it. 

You  call  all  this  banking? 
Absolutely.  It's  considered  an  integral 
part  of  the  kind  of  personal  service 


that  is  at  the  heart  of  private  bank- 
ing. Private  bankers  like  to  think  of 
themselves  as  an  extension  of  their 
client's  resources.  Guernsey  of  UBS 
says,  'There  are  a  lot  of  old  'walking 
the  dog'  stories  in  private  banking. 
Recently,  one  of  our  most  significant 
clients  cut  short  a  European  vacation 
due  to  a  sudden  illness  in  his  family, 
forcing  him  to  abandon  his  luggage 
on  a  train.  He  called  the  bank,  asked 
us  to  retrieve  his  bags  from  the 
station  in  Europe,  and  have  them 
brought  back  to  the  States.  With 
6,800  mutual  funds,  50,000  portfolio 
managers  and  3,000  hedge  funds  in 
the  market,  the  differentiation  is 
service.  For  your  most  important 
relationships,  you  (a  private  banker) 
are  a  broad  resource  to  your  client." 

Again  and  again,  any  discussion 
of  private  banking  comes  back  to 
two  words:  service  and  trust.  At 
Republic  National  Bank,  Keil  says, 
"Our  clients,  both  domestic  and 
international,  tend  to  be  entrepre- 
neurs who  have  made  their  money 
through  hard  work  and  are  looking 
for  a  partner  they  can  trust  to  man- 
age part  or  all  of  it."  He  adds,  "We 
give  our  clients  good  reason  to  feel 
they  can  trust  our  commitment  to 
the  private  banking  business." 

Many  banks  have  been  trying  to 
join  the  veterans  in  offering  private 
banking  services.  But  Citibank's 
Rukavina  says,  "The  barriers  to  entry 
are  absolutely  huge  because  the  cus- 
tomer base  is  becoming  increasingly 
demanding.  The  notion  that  you  can 
use  wealthy  people  as  distribution 
outlets  for  your  products  is  not  going 
to  get  you  anywhere.  Either  you 
have  a  client-driven  culture  with  a 
clear  set  of  objectives  regarding  what 
you  want  to  do  for  the  clients,  or 
you  are  not  going  to  succeed  in 
the  private  banking  business." 

"A  private  banker,"  says 
Guernsey,  "is  one  of  the  cadre  of 
people  who  are  part  of  the  high-net- 
worth  individual's  world.  He  has  his 
doctor,  his  lawyer,  his  accountant, 
and  his  private  bank." 

Written  by  David  Click 
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ou  don't  manage  assets  for  140  years 
unless  you  manage  them  well. 


In  1853  a  small  group  of  enterprising  individuals  formed  a  company  with  a  single-mindec 
mission:  to  preserve  and  grow  the  assets  of  affluent  individuals.  The  cornerstone  of  this  firm 
was  a  commitment  to  performance,  integrity  and  quality. 

By  steadfastly  maintaining  that  commitment,  U.S.  Trust  has  built  an  enviable  investmen 
record  and,  today,  ranks  among  the  preeminent  investment  advisors  to  individuals  an< 
families  in  America. 

We've  provided  generations  of  clients  with  a  level  of  quality  service  that  has  set  th< 
standard  in  our  field.  And,  we  offer  a  breadth  of  financial  services  not  offered  by  many  othe 
firms.  They  include  private  banking,  fiduciary  services,  and  tax,  estate  and  financial  planning 

To  learn  how  our  140-year  commitment  to  performance,  integrity  and  quality  can  enhano 
your  assets,  please  contact  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 

■"■J"        ^^        ^T^|  ^^^^^^    A  TRADITION  OF  GROWING  ASSET! 

U.S.TRUST 
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Museums  and  private  collectors  own  million-dollar 
Picasso  paintings.  But  only  Larry  Tolini 
can  put  them  on  clothes. 

Panties  by  Pablo 


By  Christie  Brown 

Walter  Annenberg  paid  S41  mil- 
ion  at  Sotheby's  in  1989  for  Pablo 
'icasso's  "Au  Lapin  Agile,"  but  An- 
lenberg  doesn't  have  the  right  to  put 
hat  painting  on  a  T  shirt.  Only  Larry 

blini  can. 

Tolini,  54,  is  a  veteran  retailer  from 
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Denver.  Tolini  has  bought  the  exclu- 
sive rights  from  the  artist's  family  to 
reproduce  Picasso's  artworks  on 
clothing.  Introduced  this  summer, 
the  line  includes  men's  ties,  golf 
shirts,  vests,  women's  silk  blouses, 
sweatshirts  and  dresses — all  embla- 


zoned with  Picasso's  famous  images. 

In  business  just  eight  weeks,  Tolini 
claims  he  already  has  orders  from 
about  400  stores  nationwide,  includ- 
ing Dillard,  Nordstrom  and  Dayton 
Hudson.  Retail  prices  range  from  $25 
for  a  Picasso  T  shirt  to  S3 50  for  a 
Picasso  sweater  made  in  Peru.  A  silk 
tie  printed  with  Annenberg's  "Au 
Lapin  Agile"  sells  for  about  $60. 
"We're  bringing  out  Picasso  skiwear, 
golf  clothes,  tennis  clothes  and  wom- 
en's lingerie — that'll  be  perfect  in  Pi- 
casso," enthuses  Tolini. 

The  timing  couldn't  be  better.  A 
major  Picasso  show  will  be  exhibited 
next  year  at  New  York's  Museum  of 
Modern  Art,  while  Merchant  Ivor}' 
Productions  is  making  a  movie  about 
Picasso,  starring  Anthony  Hopkins. 
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Unquestionably  the  most  prolific 
artist  of  the  20th  century,  Picasso 
churned  out  an  estimated  70,000 
works  of  art — paintings,  sculpture, 
drawings,  prints  and  ceramics.  When 
he  died  in  1973  at  age  91,  he  left  no 
will  and  an  estate  that  included 
50,000  of  his  works. 

The  French  government  took 
thousands  of  art  pieces  in  lieu  of  taxes. 


The  rest,  including  over  half  of  the  art, 
was  divided  among  Picasso's  heirs: 
Paulo,  son  by  his  first  wife  Olga;  Maia, 
Claude  and  Paloma,  children  by  two 
mistresses,  Marie-Therese  Walter  and 
Francoise  Gilot;  and  Jacqueline,  his 
second  wife. 

"When  I  die  it  will  be  a  shipwreck, 
and  as  when  a  huge  ship  sinks,  many 
people  all  around  will  be  sucked  down 
with  it,"  Picasso,  a  bit  of  an  egomani- 
ac, once  said.  He  was  right.  His 
grandson,  Pablito,  committed  suicide 
by  drinking  bleach  the  day  of  Picasso's 
funeral.  Son  Paulo  died  of  alcohol  and 
drug  abuse.  Marie-Therese  hanged 
herself  and  Jacqueline  shot  herself. 
The  surviving  heirs  approved  little 
licensing  aside  from  educational 
stuff — posters,  postcards  and  books. 

Then  Jack  Childers  came  along.  A 
licensing  agent  in  Skokie,  111.,  Chil- 
ders had  been  rebuffed  by  the  master 
himself  and  tried  again  after  Picasso 
died.  He  wheedled  approval  for  a  line 
of  commemorative  Picasso  plates  and 
Wamsutta  sheets,  which  were  made 
from  1975  to  1978,  but  then  the 
family  terminated  the  deal. 

Two  years  ago,  when  Tolini  got  the 
idea  for  Picasso  clothing,  he  contact- 


Pablo  Picasso 
(1881-1973) 
Churned  out 
some  70,000 
artworks  in  all. 
Tie  with 

"Au  Lapin  Agile" 
Annenberg  paid 
$41  million  for  the 
painting,  the  tie 
costs  about  $60. 


ed  Childers,  who  approached  Spt- 
dem,  Picasso's  French  licensing  firu 
The  family  agreed  to  make  Childei 
an  agent  for  Picasso  licensing. 

After  a  year  of  wrangling,  Childei 
granted  Tolini  a  renewable  ten-ye; 
licensing  contract  for  the  clothin 
trade.  Tolini  could  put  any  of  Pica: 
so's  70,000  works  on  clothes,  watel 
es  and  sheets.  The  Picasso  estate  ge 
royalties  of  between  6%  and  9% 
wholesale  on  all  the  goods  sold,  a 
cording  to  licensing  pros.  Childe 
gets  about  40%  from  the  estate's  tak 

There  are  restrictions.  Tolini  mu 
use  the  entire  painting  on  any  ite 
and  maintain  Picasso's  color  schem 
A  "blue  period"  Picasso  cannot  b 
come  pink.  But  Tolini  can  shrink  ai 
image,  twist  it  or  run  it  repeatedly  ir 
pattern.  "The  cubist  paintings  a 
great  on  ladies'  blouses,  the  bold  on 
are  good  on  ties,"  says  Tolini. 

Tolini 's  company,  Fine  Art  Fas 
ions,  Ltd.,  contracts  out  the  manufa 
ture  to  factories  in  Korea,  Italy  ai 
Peru.  Fine  Art  does  the  marketing. 

On  the  strength  of  his  licensii 
agreement  with  the  Picasso  heirs,  Ti 
lini  raised  about  $5  million  in  tv 
private  placements  through  Spelm 
&  Co.,  a  San  Diego  investme 
house.  Tolini  is  using  the  money 
pay  his  manufacturers  and  set 
glitzy  showrooms  in  New  York,  L 
Angeles,  Atlanta  and  Dallas. 

"This  can  go  from  zero  to  a  billioj  1 1 
dollar  business  in  five  years,"  bubb 
James  Farrelly,  director  of  corporj 
finance  for  Spelman.  "We  expect  sa 
to  be  $50  million  by  June  30,  199C 
Spelman  plans  to  take  Fine  Art  Fa.' 
ions  public  by  next  spring. 

Can  Picasso  compete  with  Ral 
Lauren?  There  are  few  preceder 
Andy  Warhol  clothing  has  be 
knocked  off  now  and  then  withe 
much  success.  The  estate  of  pop  an 
Keith  Haring  sells  jackets,  caps  anc 
shirts  at  the  "Pop  Shop"  in  Manh 
tan,  but  it's  definitely  not  for  ll  „(, 
provinces.  Will  Picasso  be  different 

David  Wolfe,  of  retail  consulta 
the  Doneger  Group,  is  a  doubter, 
thinks  that  Picasso  is  too  highbrc 
"It's  taking  an  elitist  concept," 
says,  "and  selling  it  to  the  mas; 
who  are  more  interested  in  Sylves 
Stallone.  I  don't  think  it's  going 
fly."  But  who  knows?  Fashion  is  e 
unpredictable. 
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i  partnership  is  powered  by  the  atten- 


i  to  our  customers'  present  and  future 
Is  that  cements  solid,  long-term  relati 
s.  W  By  anticipating  the  demands  or  tomorrow, 
e  meeting  those  or  today,  we  can  work  together  to  ere 
ustom-tailored  risk  management  products  and 
tions  that  yield  superior  results  in 
like  cost  management  and  customer  service,  x^n  As 
jmher  or  The  Worldwide  Zurich  Insurance  Group, 
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[ovide  extensive  financial  strength,  and  offer  long-term 
partnership  to  you.  For  more  information,  contact 


agent  or  broker,  or  call   1-800-382-2150  today. 
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INSURANCE  GROUP 
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COMPUTERS/COMMUN  CATIONS 


You  maybe  never  imagined  you  needed  a  color 
printer.  Hewlett-Packard  and  Canon  are 
going  to  convince  you  that  you  can't  live 
without  one. 

Here's  one  for 
your  Xmas  list 


By  Damon  Darlin 

When  Julie  Kaufman,  a  Menlo  Park, 
Calif,  market  researcher,  bought  a 
color  ink-jet  printer  for  her  home 
office,  it  ended  up  in  the  bedroom  of 
one  of  her  two  sons,  ages  8  and  1 1 . 
There  they  give  it  a  workout  printing 
drawings,  greeting  cards,  banners  and 
homework.  Kaufman  herself  still  uses 
the  $425  machine  to  produce  bar 
charts  and  transparencies  for  presen- 
tation to  her  clients. 

"We  couldn't  live  without  it,"  says 
Kaufman.  Getting  the  Kaufmans 
hooked  was  a  real  win  for  Hewlett- 
Packard,  which  probably  pocketed  a 
40%  gross  margin  on  the  Model  560C 
and  does  even  better  on  the  color-ink 
cartridges.  A  three-color  cartridge 
runs  $25  retail,  maybe  $13  wholesale, 
but  costs  only  $5  to  make.  Since  each 
cartridge  lasts  about  four  months  un- 
der normal  use,  there's  a  lot  of  profit 
potential  down  the  road  if  the  Kauf- 
man family  keeps  the  printer  running. 

Adults  buy  color  printers  thinking 
they'll  use  them  for  work,  but  the 
color  applications  often  end  up  pri- 
marily as  a  plaything  for  the  kids.  But 
then  lots  of  parents  would  feel  guilty 
denying  kids  use  of  the  machine  at  4 
cents  a  page.  Parents  are  convinced 
that  children  who  hand  in  colorized 
school  reports  get  better  grades,  says 
Pradeep  Jotwani,  the  ink-jet  products 
group  marketing  manager  for  HP. 

And  so  Hewlett,  Lexmark  and  Ja- 
pan's Canon  and  Epson  aim  to  con- 
vince consumers  this  fall  that  the  color 
printer  is  the  next  must-have  appli- 
ance. Industry  analysts  think  they  will 
do  it,  with  U.S.  sales  growing  1 5%  this 
year,  to  8  million  units.  "Once  they 
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start  using  color  they  stay  with  colo 
It  happened  with  TV,  with  PCs  an 
even  newspapers,"  says  Jotwani. 

As  with  all  things  electronii 
Moore's  Law  (Forbes,  Sept.  L 
seems  to  apply,  with  prices  crashin 
up  to  15%  a  year.  The  HP  660C,  no 
$379,  has  better  features  than  la 
year's  $500  printer.  Canon's  entr- 
level  BJC-210  is  only  about  $250. 
handles  360  x  360  dots  per  inch  < 
resolution  and  prints  a  color  page 
about  two  minutes.  Spend  $500 
so,  and  you  can  get  720  x  720  dots  p 
inch  and  two  pages  per  minute. 

Like  the  smart  marketers  th  - 
found  multiple  uses  for  baking  sod 
printer  makers  are  looking  for  creati- 


Canon  Computer  Systi 
BJC-610  Bubble  Jet 

Discounted  price:  $549 
Footprint:  7.2"  x  16.1"  x  10' 
Freebies:  Hallmark  cardmak 
Crayola  Art  drawing  program 
Pattern  Maker,  Sticker  and 
Label  Store 
l1^  minutes  per  page 


Epson  of  America 
Stylus  Color 

Discounted  price:  $500 
Footprint:  7.5"  x  18.5"  x  2( 
Freebies:  none,  yet 
6  minutes  per  page 


Hewlett-Packard 
DeskJet  660C 

Discounted  price:  $279 
Footprint:  7.9"  x  17.2"  x  U 
Freebies:  card  and  stationei 
software  coming  next  mont 
3  minutes  per  page 
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Many  new  color  ink-jet  printers  match  the  print  quality  of  laser 

printers,  especially  color  printers  capable  of  handling 

the  text  output  at  600  x  600  dots  per  inch  of  resolution 

or  higher.  But  don't  fixate  on  resolution  when  it  comes 

to  color  printing.  Trust  your  eyes  to  choose  the  best  output. 
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wavs  to  keep  the  color  printer  busv. 
HP,  which  has  about  half  the  color 
printer  market,  is  including  a  mailer 
for  Kodak  for  free  developing  of  ordi- 
nary photos  not  as  prints  but  as  digital 
blips  on  a  CD-ROM.  Ifyou  want  to  hold 
the  photo,  you  use  your  HP  printer  to 
I  crank  out  a  hard  copy,  with  the  help  of 
Kodak  software  that  comes  on  the  CD. 
HP  also  plans  to  bundle  its  printers 
(with  a  card-making  and  drawing  pro- 
jgram.  The  software  isn't  as  powerful 
I  as  Adobe's  S380  Illustrator  for  pro- 
fessional artists,  but  it  is  good  enough 
for  a  homespun  birthday  card. 

Canon,  in  second  place  with  about 
i  third  of  the  color-printer  market,  is 
bundling  with  its  printers  a  software 
package  that  creates  and  prints  Hall- 
nark  cards  and  also  does  T  shirt  trans- 
fers, stickers  and  coloring  books.  An- 
other program  on  the  cdrom  stuffed 
nto  each  Canon  box  converts  illustra- 
ions  to  cross-stitch  patterns  and  then 
>rints  them  on  a  piece  of  paper- 
jacked  cotton,  supplied,  of  course,  by 
"anon.  One  can  make  invitations  and 
hank-you  notes  and  greeting  paper 
nd  party  hats  to  match.  Canon  is 
ven  shipping  each  printer  with  a  glue 
dek  to  make  the  envelopes. 

It's  a  time-honored  way  of  hooking 
eople  on  your  product.  "They  are 
oping  the  kids  will  print  lots  and  lots 
f  pictures  that  use  lots  and  lots  of 
*|k,"  says  Charles  LeCompte,  editor 
id  publisher  of  the  Hard  Copy  Ob- 
rper,  a  printer  industry  newsletter. 
Color    printers    could    sell    other 
)me  electronics.  Several  companies, 
ter  all,  make  digital  cameras  that  can 
it  an  image  straight  into  the  com- 
lter,  bypassing  the  photo  developer, 
ley  are  expensive — Apple  Compu- 
s    QuickTake    100    costs    about 
'50 — but  should  drop  in  price  over 
next  ten  years  as   demand  for 
-  •  prized  photos  grows. 
:i  Canon  says  60%  of  printer  owners 
nt  a  color  scanner  next.  That  device 
3\\s  you  to  insert  photos  or  pictures 
m  magazines  right  into  the  com- 
ter.  Fewer  than  a  million  sold  last 
u\  and  with  good  reason:  They  cost 
ir  SI, 000.  Count  on  them  to  drop 
ow  S500  before  Christmas  1996. 
ulie  Kaufman,  with  four  comput- 
and  two  printers,  says  she  is  think- 
about  getting  a  scanner  for  her 
/s.  Think  on  it  now:  Is  your  home 
nplete  without  oner  WM 
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While  Park  Electrochemical  is  no  Intel, 
it  is,  intact,  at  the  toretront 
of  the  computer  revolution. 

Psst!  Laminates 


By  Nikhil  Hutheesing 

Ever  open  up  your  PC  only  to  snap  it 
shut  for  fear  you  might  damage  all 
those  green  boards  that  house  all  that 
circuitry?  Don't  worry,  they're  stron- 
ger than  they  look — they  have  to  be  to 
survive  in  the  tough  neighborhoods 
they're  now  invading.  You  can't  be 
delicate  when  you're  inside  dishwash- 
ers and  jet  engines.  Park  Electro- 
chemical, in  Lake  Success,  N.Y., 
makes  a  ven,'  nice  living  toughening 
the  materials  in  these  boards. 

Park  has  been  public  since  1960, 
but  unlike  computer  and  software 
companies,  it  doesn't  have  a  big  fol- 
lowing on  Wall  Street.  That  could  be 
because  of  its  unglamorous  sidelines, 
which  include  materials  molded  into 
reinforced  plastics  used  for  boat  hulls, 
and  assorted  plumbing  fixtures.  What 
high-tech  investor  wants  shares  in  a 


company  that  makes  more  than  half 
the  bathtub  spouts  in  the  U.S.? 

But  it's  the  circuit  board  materials 
that  kick  in  85%  of  Park's  $253  mil- 
lion in  revenues  and  90%  of  its  $17.3 
million  in  net  income.  Its  NYSE-traded 
shares  sell  for  17  times  trailing  earn- 
ings, giving  Park  a  market  capitaliza- 
tion of  $330  million. 

It  was  almost  by  accident  that  Park 
got  its  ride  on  the  information  high- 
way. In  1954,  when  Jerry  Shore,  then 
29,  founded  the  company,  it  manu- 
factured nameplates  and  decorative 
trim  to  adorn  toasters,  automobiles 
and  face-powder  containers.  No  way 
to  make  a  fortune. 

But  Shore  had  a  keen  sense  for 
opportunities.  In  1960  he  heard  that 
New  England  Laminates  Co.,  across 
Long    Island    Sound    in    Stamford, 
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Multilayer  laminate 
for  printed  circuit 
boards 

First,  impose  a 
photo  image  of  cir- 
cuitry onto  the 
laminate  (shown). 
Next,  etch  away 
the  unwanted  cop- 
per, connect  the 
chips  and  voila, 
you  have 
a  PC  board. 
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Jane  Edwards 
Branch  Manager 
Kelly  Services® 
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1  hanks  to  Sprint  Business,  we're 
filling  offices  across  the  country." 


"Keeping  track  of 

over  600,000  temporary 
employees  wasn't  easy." 

Kelly  Services  has  to  fill  positions 

quickly.   But  because  each  Kelly®  office 

maintained  separate  files,  finding  the 

right  candidate  was  time-consuming. 

"With  Sprint  technology,  we 
can  access  everyone 
at  the  push  of  a  button." 

With  the  SprintNet®Data  Network, 

information  on  every  employee  goes 

into  a  database.   That  lets  Kelly  staff  check 

availability  instantly  —  and  quickly  find  the 

right  person  for  the  right  job.  They  can 

even  access  personnel  files  at  over 

1,000  Kelly  locations  nationwide. 

"Our  business  has  grown  30%." 

Sprint  has  helped  Kelly  Services  assign 

more  people  to  more  jobs  in  half  the  time. 

Which  has  given  Kelly  the  competitive  edge. 

And  that's  a  nice  position  to  be  in. 

Call  now.   We'll  help  your  business 

do  more  business,  too. 


Sprint 

Business 


1-800 -8 16- REAL 
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*EAL  BUSINESS 

telly  Services, 
taffing  specialists 


REAL  PROBLEM 

No  centralized 
employee  database 


REAL  SOLUTION 

SprintNet® 
Data  Network 


REAL  RESULTS 

Placement  time 

reduced  50% 
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Conn.,  had  filed  for  bankruptcy.  But 
it  had  a  valuable  asset — a  laminate 
now  used  in  printed  circuit  boards  for 
computers  and  other  demanding 
electronic  appliances.  Shore  plunked 
down  $212,000  for  what  is  now 
called  Nelco  and  jettisoned  all  but  the 
electronic  laminate  business.  He  then 
set  to  work  to  develop  new  circuit- 
board  materials. 

The  old  material — plastic-impreg- 
nated paper — works  well  enough  for 
the  circuit  boards  in  radios  and  televi- 
sion sets.  But  try  putting  it  into  a 
computer    with    lots    of  processing 


design  on  the  copper.  Then,  the  un- 
wanted copper  is  etched  away,  and 
you  have  a  thin,  etched  laminate  with 
tiny  conducting  lines  that  lead  to  the 
site  of  each  computer  chip.  Add  the 
chips,  and  you  have  the  guts  of  a 
computer. 

Nelco  never  had  this  business  to 
itself.  Hot  on  Shore's  heels  were  Gen- 
eral Electric  and  Westinghouse. 

"I  learned  that  the  best  way  to  beat 

Park  Electrochemical's  Jerry  Shore 

"The  way  to  beat  the  big  companies  is 

to  get  the  hell  out  of  the  wind." 


power,  or  an  airplane's  engine,  and 
the  heat  ruins  the  material. 

Nelco  created  a  composite  material 
that  combines  the  different  strengths 
of  its  parts,  much  as  adobe  brick 
combines  the  compressive  strength  of 
clay  with  the  tensile  strength  of  straw. 
Here,  the  clay — or  matrix — is  epoxy 
resin,  and  the  straw  is  glass  fiber. 

Here's  how  the  laminate  is  used. 
The  boardmakers  first  take  Nelco's 
thin  copper  and  epoxy  fiberglass  lami- 
nate. They  coat  the  copper  with  an 
ultraviolet-sensitive  coating  and  ex- 
pose it  to  the  circuit  design.  Presto: 
Now  you  have  an  image  of  the  circuit 
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the  bigger  companies  was  to  get  the 
hell  out  of  the  wind,"  declares  Shore. 
In  1962  he  introduced  a  system  that 
today  lets  boardmakers  pile  up  to  52 
paper-thin  layers  on  top  of  one  anoth- 
er. Six  layers  is  more  common,  result- 
ing in  a  layer  cake  Vw  of  an  inch  thick. 
It  packs  the  inputs  and  outputs  on  a 
board  closer  together,  speeding  the 
transmission  of  electronic  signals. 

The  aerospace  industry  was  the  first 
to  grab  the  new  technology.  A  few 
years  later  computer  manufacturers 
followed.  Today  virtually  all  high- 
value  electronic  gear,  including  per- 
sonal computers,  have  multilayered 


boards.  Some  automobiles  use  thei 
to  control  fuel -injection  mechanism 
braking  systems  and  airbags.  It's  a  5 
billion  market  in  the  U.S.  that 
expected  to  grow  to  $  16  billion  by  tl 
year  2000. 

Park  has  a  dozen  factories  aroui 
the  world,  and  has  almost  complet< 
a  new  plant  in  Newburgh,  NF."5 
which  will  develop  laminate  for  mul 
layered  circuit  boards.  It's  also  ej 
panding  its  plant  in  Arizona  to  ke  i 
up  with  the  burgeoning  market  fl 
the  miniature  circuit  cards  used  fl 
laptop  peripherals. 

Future  hot  markets  for  Parjl 
Nelco  business?  Everything  wirele  . 
Shore  wants  to  make  the  laminate  r 
circuit  boards  that  act  as  antennjj 
allowing  you  to  carry  and  operate  a 
machine  in  your  briefcase.  Alrea. 
pagers  from  Motorola  and  Erics;- 1 
have  circuit  boards  incorporate  I 
Nelco's  laminate.  And  in  auto  navi  1 
tion  equipment,  circuit  boards  \t 
one  day  power  chips  that  sit  in  int  j 
sections  and  in  cars,  preventing  d  | 
ers  from  getting  lost. 

While  things  look  good  to  PI 
today,  Shore  realizes  that  technoli  j 
can  make  sudden  upsets  in  an  est  a 
lished  and  profitable  business.  'I 
chips  get  more  sophisticated,  one  I 
one  chip  may  be  able  to  do  ev»l 
thing,"  Shore  muses.  "Then  we  j 
be  out  of  business." 

Running  scared  has  taken  J  t 
Shore  a  long  way.  "We  stay  a  In  ( 
sheltering  our  product  by  getting  t 
innovative  niches,"  he  says. 

Right  now  Nelco  is  working  '  t 
chipmakers  on  a  new  way  to  mc  i 
chips.  In  the  present  system,  you  i 
holes  through  the  board  and  mc  i 
the  chips  on  the  surface  of  the  be  ( 
Signals  course  over  copper  path'  1 
inside  or  behind  the  board.  The  1 
system  calls  for  mounting  a  sm.  3 
faster  chip  more  tightly  against  1 
surface  of  the  board.  That  saves  1 1 
millimeters  of  travel  for  electric  j 
nals.  The  tiny  shortcut  will  mz 
difference,  for  example,  for  Ii 
coming  P6  chip,  whose  heartbea  j 
measured  in  trillionths  of  a  secoi 

"Plastics!"  confided  the  buaj 
executive  to  Dustin  Hoffman  ii 
Graduate.  If  the  movie  were  i 
today,  the  advice  would  be  "I 
nates!"  But  then  Jerry  Shore  v 
have  been  way  ahead  of  you. 
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In  the  next  90  days 
Manpower 

will  train  over 

200,000  temporary 

office  workers  on 

Microsoft  Windows  95 ! 
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How  else  could  we  guarantee 
our  customers  high  quality  temporary 
help  matched  to  their  specific  needs? 


We've  earned  our  position  as  world  leader  in  the  temporary  help 

field  by  keeping  our  vast  workforce  at  the  leading  edge  of 

office  technology  advances  through  unique  and  continuous  training. 

Our  new  modules  for  the  Microsoft  Windows  95  operating  system 

and  Office  95  have  been  a  full  year  in  preparation  and  are  now 

operative  in  all  Manpower  offices. 


MANPOWER 


A  Microsoft  Solution  Provider 


ISO  9002-87  Registration  Certificate 

issued  to: 

Manpower  International  Inc. 

World  Headquarters 


COMPUTERS/COMMUNICATIONS 


Had  Ascend  Communications  stuck  to  its  business 
plan  it  might  not  be  around  today— and  it  surely  wouldn't 
have  gained  a  market  cap  of  $1.6  billion. 

Follow 
the  Internet 


By  Jeffrey  Young 


"Is  OUR  SUCCESS  luck  and  timing,  or 
brilliant  skill?"  Jay  Duncanson,  a 
founder  of  Ascend  Communications 
in  Alameda,  Calif.,  hesitates.  "Proba- 
bly more  of  the  former  than  the  latter, 
especially  since  our  first  two  business 
plans  had  very  little  to  do  with  where 
we  arc  today." 

Ascend  makes  electronic  boxes 
used  by  companies  providing  Internet 
services.  The  boxes  deftly  accept  a 
rapidly  varying  volume  of  incoming 
modem  calls  and  connect  them  to  the 
Internet's  main  communication 
trunks.  Wall  Street  loves  AscencTs 
products.  Only  six  years  old,  Ascend 
has  a  market  capitalization  of  $1.6 
billion — 80  times  trailing  earnings 
and  22  times  sales.  It's  part  of  the 
technofrenzy  described  on  page  206. 

Rut  accessing  the  Internet  wasn't  at 
all  what  Ascend  proposed  doing  when 
it  opened  for  business  in  1989.  It 
raised  $17  million  from  venture  capi- 
talists with  a  plan  to  exploit  the 
souped-up  telephone  lines  known  as 
ISDN  (Integrated Services  Digital  Net 
work).  Ascend's  original  product  was 
a  device  to  allow  [SDN  lines  to  be 
deployed  in  corporate  settings.  It 
flopped.  Corporations  continued  to 
use  analog  lines  for  their  data  traffic. 

Ascend's  engineers  rebounded 
with  a  product  that  would  use  ISDN 
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Founder  Jay  Duncanson  (left) 

and  President  Mory  Ejabat 

How  to  get  ahead:  networking. 


lines  to  create  bandwidth  on  demand 
for  things  like  high-speed  data  links 
and  videoconferencing.  Instead  of  us- 
ing expensive  leased  lines  that  might 
lie  idle  for  hours,  a  company  would 
use  Ascend's  gear  and  the  dial-up 
public  telephone  network  as  the  carri- 
er. Engineers  call  this  inverse  multi- 
plexing. (Forward  multiplexing  has 
been  around  for  decades.  It  takes  a 
high-capacity  phone  circuit  and 
canes  it  into  separate  voice  channels.) 

The  effort  worked,  at  least  enough 
to  keep  Ascend  alive.  The  Ascend 
product,  aimed  primarily  at  the  video- 
conferencing market,  brought  in  rev- 
enues of  $3  million  in  1991,  increas- 
ing to  $16  million  in  1993.  On  that 
volume  the  company  netted  8%  pre- 
tax, not  much  for  a  high-risk  technol- 
ogy outfit.  The  venture  capitalists 
started  grumbling. 

It  would  have  taken  extraordinary 
prescience  to  see,  in  1989,  that  the 
Internet  was  destined  to  become  an 
explosively  successful  medium  in 
1995.  Duncanson  and  his  partners 
did  not  have  that  prescience.  But  they 
did  have  persistence. 

"We  are  very  opportunistic,"  says 


Mory  Ejabat,  45,  originally  in  charg 
of  operations,  now  the  firm's  pres 
dent.  "We  saw  another  mark< 
emerging.  The  networking  of  corp( 
rate  America." 

Inverse  multiplexing  was  just  tl 
ticket  for  companies  needing  to  lir 
the  home  office,  via  dial-in  conne< 
tions,  with  branch  offices  and  tel< 
commuters.  Ascend's  inverse  mult 
plexer,  $10,000  to  $60,000  (depen< 
ing  on  the  configuration),  cou 
handle  up  to  96  simultaneous  calls. 

But  it  wasn't  easy  to  sell  this  pro* 
uct  to  corporate  network  buildei 
"No  one  would  even  return  n 
phone  calls,"  says  Ejabat. 

Suddenly,  a  stroke  of  luck — or  pt 
haps  a  product  of  persistence.  "Fin. 
ly  one  guy  at  one  of  the  early  Intern 
service  providers  was  interested.  Sc 
talked    to   him    a   lot."   Ascend   il 
thought  the  product  so  it  could  of)  I 
Internet  service  providers  relative  j 
ow-cost  digital  equipment  capable  I 
handling  both  new  high-speed  ISlI 
connections,  and  also  slower  anal  J 
modem  calls.  Best  of  all,  its  prodt 
could  be  expanded  incrementally 
traffic  rose. 

In  the  cost-sensitive  Internet  s* 
vice  provider  market,  the  product  v 
a  hit.  Sales  came  to  $40  million  1 
year.     Telecommunications     anal 
Neil  Danzger  at  Morgan  Stanley 
predicting  sales  of  $120  million  t 
year,  with  a  19%  net  margin.  Asco 
sells  heavily  to  both  Uunet,  suppf   1<J 
of  connections  for  the  new  Micros!  | 
Network,  and  Bolt  Beranek  &  Nc 
man.  The  latter  is  one  of  the  origi! 
designers  of  the  Internet  and  provin, 
of  connections  to  America  Online 

Anything  wrong  with  this  pictu 
Just  that  19%  net  margins  do  not     ^ 
forever.  They  attract  competition, 
recent  months  Cisco  Systems,  a 
supplier  of  networking  gear,  has  p 
chased  a  firm  with  ISDN-related  pr 
ucts,  and  its  executives  boast  ab* 
"leapfrogging  Ascend."  3COM, 
other  networking  outfit,  has  acquij 
two  outfits,  one  a  leading  supplief 
analog  modem  connections  for 
line  service  companies,  the  othcj 
company  selling  ISDN  products. 

We're  betting  the  new  competill 
won't  find  Ascend  easy  meat.  Its  ;[ 
cess  so  far  reminds  us  of  the  old  jI 
"The   harder   I   work  the   luckit 
get." 

Forbes  ■  September  25,1 
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The  award  winning  original. 


ComputeiLife 

Voles 

Brother  HL-630  &  HL-655M 

Best  Black  &  White 

Laser  Printers 


December  1994 


January  1995 
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March  1995 


February  1995 


The  inevitable  sequels. 
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HL-645M 

6ppm;  300dpi 
Apple"  Mac'  compatibility 


HL-660PS 

6ppm;  600dpi 
PostScript"  Emulation 


HL-960 

12ppm;  600dpi 


HL-1260 

12ppm;  1200dpi  Class 


HL-660 

6ppm;  600dpi 


\  "Other  Laser  Printers  are  the  biggest  hits  in  the  business!  The  revolutionary  Straight  Paper  Path  found  in  all 

r  6  page  per  minute,  300  dpi  HL-600  and  600  dpi  HL-660  Series  laser  printers  represents  the  first  real  break- 

ough  in  years.  It  virtually  eliminates  jams  and  wrinkles  and  even  makes  printing  your  envelopes  a  breeze.  And, 

your  more  demanding  network  and  high  volume  applications,  our  12  page  per  minute,  600  dpi  HL-1260  is  the 

rfect  solution  on  all  counts.  Most  important,  you'll  find  this  type  of  solution-oriented  performance  and  incredible 

j,  |ue  on  all  our  models.  Because  unlike  the  movies,  our  printers  always  live  up  to  your  expectations 


We're  at  your  side. 


BROTHER  INTERNATIONAL  CORPORATION  ■  200  Cottontail  Lane,  Somerset,  NJ  08875 

Apple  and  Mac  are  registered  trademarks  of  Apple  Computer,  Inc.  PostScript  is  a  registered  trademark  of  Adobe  Systems.  Inc. 


What  If  You'd  Had  A  Tip 


b  Bet  It  All  On  Secretariat? 


fhe  Kentucky  Derby.  The   Preakness.  The   Belmont  Stakes.  The  first  horse 


n  25  years  to   sweep  the  Triple   Crown.   If  you'd   only  known.   Well,   know 


his:    Advanced    Micro    Devices    is    the    world's    second-largest    producer   of 


liicroprocessors.    For   26   years,    we've   delivered    premium   performance 


rithout  a  premium   price.   And   now  AMD  is   launching  the  next  generation 


J6  Superscalar" 


family  of  Microsoft  Windows®  compatible  micro- 


rocessors.  This  technology  will  dramatically  change  the  nature  of  competition 


I  the    PC    industry.    Innovation    like   that  could    bring   you   quite   a    payoff. 


It's   a    good    idea.    If   it    makes    a   difference.    Run   with   it. 


AMDS 

Run   with  it. 


1-800-222-9323    Internet:  http://www.amd.com 


Vkro  Devices.  Inc.  AMD  and  the  AMD  logo  are  rewsieretJ  trademarks  ofAovaical  Mfcr 
■yson  Jockey  Club  Research  Foundation  by  Curtis  Management  Group,  fnd  anapolte.  IM 
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Out  at  the  top,  II 


BY  ANDREW  J.  KESSLER 


Andrew  J.  Kessler  is  a 
managing  director  at 
Unterberg  Harris,  an 
investment  banking 
firm  in  San  Francisco; 
his  MCI  mail  address 
is  akessler. 


HERE  WE  GO  again — smart  media  sellers,  not 
so  smart  buyers. 

Not  quite  two  years  ago  I  opined  that  both 
John  Malone  of  TCI  and  Craig  McCaw  of 
McCaw  Cellular  were  getting  out  at  the  top 
(Forbes,  Mar.  1,  1993).  As  it  happens,  McCaw 
unloaded  his  cellular  frequencies  on  AT&T  at 
the  peak  in  that  frothy  market.  The  sale  of  TCI  to 
Bell  Atlantic  fell  apart,  but  had  it  been  con- 
summated, it  would  have  taken  place  at  peak 
cable  prices. 

This  time  it's  in  broadcasting.  Laurence 
Tisch  is  selling  CBS  to  Westinghouse  and  the 
Thomas  Murphy-Warren  Buffett  team  is  sell- 
ing Cap  Cities/ABC  to  Disney.  Once  again  the 
media  sellers,  I  think,  are  getting  out  at  the 
top.  The  fundamental  values  of  broadcasting 
licenses  have  topped.  Competition  is  around 
the  corner. 

The  Fox  network  or  cable  channels?  No,  the 
market  has  already  discounted  that  kind  of  com- 
petition. What  I  am  referring  to  is  competition 
for  eyeballs. 

The  average  American  watches  55  hours  per 
week  of  television,  just  under  8  hours  a  day. 
Advertisers  pay  $10  or  so  per  thousand  viewers 
for  a  30-second  spot  to  attract  those  eyes.  Given 
that  the  population  of  households  goes  up  very 
slowly,  big  revenue  growth  can  come  only  from 
either  increasing  the  numbers  of  hours  watched 
per  week  (no  chance)  or  raising  rates. 

A  battle  is  shaping  up 
for  the  American  eyeball. 
Television's  growth 
trajectory  is  over. 


We  have  seen  some  bold  increases  in  TV 
advertisine  rates  over  the  last  18  months,  mak- 
ing  this  more  or  less  the  best  market  for  broad- 
cast advertising  since  the  last  time  broadcasters 
changed  hands  in  quantity,  which  was  in 
1986.  I  have  a  feeling  that  these  price  increases 
are  not  a  trend,  just  an  uptick.  Tisch  and 
Murphy  are  clever  to  capitalize  on  it. 

In  the  future  there  is  simply  going  to  be  less 
time  spent  watching  broadcast  television.  There 
are  other  screens  to  sit  in  front  of. 

My  dad  reminisces  about  the  golden  years 
of  TV,  not  Milton  Berle  or  Howdy  Doody  but 


: 


! 


Friday  night  boxing.  Eyeballs  were  glued  to 
matches  with  Sugar  Ray  Robinson,  Rocky  Gi 
ziano  or  Tony  Zale,  mostly  fighting  stiffs; 
what  became  known  as  the  bum  of  the  mont 
club.  Now  you  have  the  privilege  of  spending 
$40  to  watch  an  89-second  Mike  Tyson  com 
back.  Who  needs  that?  Try  Mortal  Kombat. 
For  $40  you  can  buy  another  cartridge  for  yo 
videogame  console.  Almost  one  in  three  U.S 
households  has  a  Nintendo  or  Sega  player,  ai,  y. 
new,  more  entertaining  32 -bit  players  are 
coming  out  from  those  two  and  from  Sony 

Til  always  remember  the  NBA  finals  a  few  yea 
back.  At  halftime  the  network  cut  to  number  c 
draft  pick  Chris  Webber  in  his  living  room. 
"What  did  you  think  of  the  first  half,  Chris?" 

"■Didn't  see  much  of  it,1'  Webber  replied. 
"Too  busy  playing  NBA  Jam  on  my  Nintendc 
At  least  one  ad  exec  must  have  choked  on  her"' 
martini  on  that  comment. 

The  last  year  has  seen  a  frenzy  of  home  PC 
purchases,  Pentiums  with  gobs  of  memory  ail 
quad  speed  CD-ROM  drives  and  sound  cards. 
Have  broadcasters  factored  in  the  time  spent 
just  getting  these  machines  to  boot,  let  alone  - 
the  hours  playing  Doom?  Windows  95  may  p 
even  more  new  households  into  the  PC  fold,  i 

In  the  past  year  25  million  PCs  were  sold  iij 
the  U.S.,  more  than  half  of  them  to  consum 
And  these  are  the  consumers  the  advertisers 
are  after — 25-  to  39-vear-olds.  As  PC  screens 
become  more  televisual,  they  will  attract  stilll 
more  eyeballs.  I  don't  buy  the  argument  tha. 
people  are  too  lazy  to  interact  with  a  compu 
and  will  always  prefer  the  horizontal  and  coir 
ridden  position  of  TV  -watchers.  Look,  video 
games  are  interactive  and  they're  already  a  $ 
billion  industry. 

There  are  now  7  million  subscribers  to 
existing  on-line  services  America  Online, 
CompuServe  and  Prodigy.  With  help  from 
Microsoft,  that  number  will  double  in  a  ye 
Surfing  the  Internet  takes  longer  than 
watching  a  Tyson  fight.  You  spend  hours  ; 
hours  to  get  one  useful  piece  of  informata 
Still,  you  spend  it,  and  that  means  eyeballs  t 
belong  to  Netscape's  browser  rather  than  i 
Dr.  Qitinn,  Medicine  Woman. 
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rv  is  not  deadvbut  its  economic  model  is 


Wit' 


subject  to  revision.  Technology  is  a  runaway  tr 
leaving  a  trail  of  upheaval  in  its  path.  All  the< 
rules  are  subject  to  change,  including  those  v 
ten  50  years  ago  by  broadcasters.  William  Pal  ' 
and  General  Sarnoff  each  took  technological  | 
novation  and  created  empires.  Those,  like  all 
empires,  shall  pass,  are  passing. 

Broadcasters  will  look  good  for  a  year  or 
We  have  a  robust  economy,  a  presidential  el 
tion  and  a  murder  trial.  Two  years  from  ncfl 
advertisers  may  finally  sit  up  and  say  they  vva 
rate  cut.  Tisch's  timing  is  brilliant.  tM 
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Dealerscope  Merchandising  Products  of  the  Month 


WHIRLPOOL 

Yew  Flexi-Glide™  Slide-Out  Freezer  Floor. 

tew  Flexi-Glide™  Slide- 
Out  Freezer  Floor,  found 
ixclusively  on  1995 
9-,  21- and  22-cubic  feet 
whirlpool  DesignerStyle™ 
Dp-mount  refrigerators, 
mil  way  out  to  put  all 
ems  stored  in  the  freezer 
ithin  easy  reach,  even 
ems  hidden  way  in  the 
(ack!  Shelf  holds  up  to  75  lbs.,  even  when  fully  extended. 
's  just  one  of  a  long  list  of  unique  convenience  features 
^signed  to  make  the  new  1995  Whirlpool  line  of  refrigera- 
>rs  the  most  flexible,  accessible  and  easy  to  use  on  the 
arket.  Please  contact  your  local  Whirlpool  dealer  or  call  the 
hirlpool  Consumer  Assistance  Center  at  1-800-253-1301. 
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TECH  COMMUNICATIONS 
32  Platinum 

TECH'S  902  Platinum  combines 
gital,  900  MHz  cordless  tech- 
logy  with  two-line  operation, 
Her  ID,  20  number  memory 
aling.  three-way  conference 
fling,  two-way  intercom,  and 
jch  more.  For  more  informa- 
J  ,n,  please  call  1-800-624-5688. 


ERLESS  INDUSTRIES 
e  New  TV  Wall  Mounts 

5  new  TV  Wall  Mounts 
m  Peerless  Industries 
Jture  dual  swivel  points 
i  adjustable  forward 
for  comfortable  view- 
and  space-saving 
venience.  Available  in 
e  sizes  to  accommo- 
13"  to  27"  TV  sets, 
mounts  are  con- 
cted  of  heavy  gauge 

and  finished  in 
Itch-resistant  black  or  white  epoxy.  Their  sleek 
}plements  most  decors.  For  more  information 
865-21 12,  or  write:  Peerless  Industries,  1980 
thorne  Avenue,  Melrose  Park,  IL  60160. 
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DELTA  WARRANTY 
Product  Plus™ 

Delta  Warranty  of 
Issaquah  Washington  is 
introducing  its  Product 
Plus™  line  DSS  satel- 
lite power  protection 
unit.  Manufactured  in 
the  USA,  this  unit  pro- 
tects all  connections 
from  damaging  lighten- 
ing strikes  and  power  surge  damage  for  the  lifetime  of  the 
unit.  The  power  protection  unit  also  includes  Delta's  unique 
three  year  extended  manufacturer's  parts  and  labor  warranty 
on  the  DSS  equipment.  It  is  incorporated  to  give  the  con- 
sumer complete  coverage.  Suggested  retail  price  is  $129.95. 
For  more  information,  call  1-800-472-8778. 

MAXON 

VSI-200  Video  Security  Intercom  System 

Maxon's  VSI-200  Video 
Security  Intercom 
System  provides  security 
and  convenience  for 
residential  dwellings  or 
small  offices  by  provid- 
ing one-way  viewing  and 
two-way  audio  capabili- 
ties The  system  features 
a  wide  angle  CCD  camera  with  infrared  LED  (for  enhanced 
nighttime  viewing)  and  an  attractive  monitor  unit  with  a  4" 
black-and-white  CRT  screen.  For  more  information,  please 
call  1-800-922-9083. 

ZENITH 

The  New  Z-Trak™  Remote  Control 

Introducing  The  New  Z-Trak™ 
Remote  Control  only  from  Zenith. 
This  revolutionary  advancement  in 
TV  remote  technology  is  only 
available  on  Zenith's  new  line  of 
Advanced  Video  Imaging™  televi- 
sions. The  innovative  control  ball 
lets  you  access  and  operate  every 
on-screen  menu  function  faster 
and  easier  than  ever  before,  lust 
point,  spin  and  click.  For  more  information,  call  Zenith 
Electronics  at  1-800-829-9234. 
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Technology:  the  great  deregulate? 


BY  PETER  HUBER 


Peter  Huber 
(72643.221  l@com- 
puserve.com  or 
http://khht.com/huber/ 
home.html),  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Orwell's  Revenge. 


The  sun  is  finally  setting  on  a  dismal  century 
of  economic  commissars. 

Not  Russia's,  ours.  I  mean  the  people  who, 
for  most  of  this  century,  controlled  price  and 
output  in  markets  for  trucking,  air  travel,  rail- 
roads, telephone  service,  cable  TV,  natural  gas 
and  electricity.  Until  recently,  these  mammoth 
industries,  representing  a  sizable  fraction  of 
the  U.S.  economy,  had  about  as  much  to  do 
with  free-market  competition  as  the  steel 
industry  in  Stalingrad. 

It  started  with  the  Interstate  Commerce 
Commission.  Established  in  1887,  the  ICC 
was  to  be  the  federal  antidote  to  rapacious 
railroad  monopolies.  Perhaps  it  was,  for  a 
while,  but  in  the  end  it  drove  them  into 
bankruptcy.  Meanwhile,  local,  state  and  feder- 
al legislators  set  up  baby  ices  left  and  right 
on  the  assumption  that  highways,  pipelines, 
phone  wires  and  power  grids  all  required 
much  the  same  handling  as  railway  track.  In 
track-like  industries,  monopolies  were  natural. 
Competition  was  wasteful.  Commissions  were 
smart  enough  to  run  things  better. 

Most  of  the  people  who  believed  such 
things  died  years  ago,  but  the  government 
pyramids  they  built  have  endured.  A  great 
decommissioning  of  economic  life  in  America 
is  now  under  way.  The  job  is  almost  finished 

Regulators  are  cannibals:  As  they 
proliferate,  they  undercut  each  other. 

for  airlines  and  trucks.  It's  inching  ahead  in 
the  communications  arena.  Electricity  is  just 
getting  started.  We'll  find  out  in  due  course 
whether  Newt  Gingrich  and  Bob  Dole  can 
deregulate  as  boldly  as  Ted  Kennedy  and 
Jimmy  Carter,  who  kicked  off  serious  eco- 
nomic deregulation  in  the  1970s. 

As  the  Kennedy/Carter  legacy  confirms,  the 
impetus  for  change  isn't  hatred  of  government. 
Nor  can  the  decommissioning  of  America  be 
blamed  on  right-wing  capitulation  to  big  busi- 
ness. We've  just  learned  the  hard  lessons  of 
commissariat  collectivism,  in  much  the  same 
way  as  the  Hungarians  and  the  Czechs. 

Consumers  end-run  the  regulators.  Fed  up 
with  prices  that  force  them  to  subsidize  resi- 
dential consumers,  factories  and  hospitals 
cogenerate  electricity  in  their  heating  plants. 
They  install  "private  branch"  telephone 
exchanges  that  displace  about  one-third  of 


the  phone  service  they'd  otherwise  buy  from 
the  local  phone  company.  Landlords  set  up 
rooftop  satellite  dishes  on  apartment  build- 
ings and  sell  "private  cable"  service  to  ten- 
ants. When  you  mow  your  own  lawn,  regula- 
tors get  trimmed  too:  There's  no  income  tax 
for  them  to  collect,  no  maternity  leave  to 
grant,  no  minimum  wage  to  enforce. 

Technology  outwits  the  regulators.  Hub-and- 
spoke  routing  and  yield-maximizing  pricing 
schemes  concocted  on  supercomputers  shat- 
tered the  old  Civil  Aeronautics  Board's  point- 
to-point  vision  of  how  air  travel  should  operate 
and  at  what  price.  The  Fee's  vision  of  "local" 
broadcasting  provided  by  a  few,  community- 
based  stations  collapsed  when  Ted  Turner 
began  bouncing  his  UHF  station  off  a  satellite 
and  back  down  to  cable  systems  nationwide. 
Aid  billions  of  dollars  of  commission-pre- 
scribed prices  will  soon  have  to  be  rejiggered 
because  smart-aleck  programmers  have  worked 
out  how  to  transmit  two-way  voice  conversa- 
tions live  over  the  Internet.  The  commission's 
policy  is  to  price  voice  connections  about  $4  ai 
hour  higher  than  "data,"  but  digital  technolog. 
obliterates  the  distinction. 

Regulators  are  cannibals.   As  commissions 
proliferate,  they  undercut  each  other.  Long 
distance  phone  companies  and  "access 
providers"  like  Teleport  expand  under  lenien 
federal  control — at  the  expense  of  local  phon 
companies  kept  on  a  tighter  leash  by  state 
commissions.  Wireless  phone  service  has  bee.] 
almost  completely  deregulated  by  its  federal 
regulators,  so  it  grows  far  faster  than  service 
by  way  of  telephone  pole,  which  remains 
heavily  regulated  by  the  states.  Cable  is  stag- 
nating under  the  price  regulation  maintainec 
by  one  bureau  of  the  FCC.  Direct  broadcast 
satellite,  cable's  competitor,  is  booming  und 
the  hands-off  watch  of  another  bureau  of  thi 
same  federal  commission. 

Regulators  invest  badly.  They  direct  utilities 
to  put  billions  in  overpriced  power  plants,  ine 
ficient  wires  and  extravagant  service  out  to  thl 
very  last  ranch  at  the  end  of  nowhere.  Cost  is 
no  object;  it  just  gets  dumped  in  the  "rate 
base."  Competition,  when  it  arrives,  is  devas- 
tating, just  as  the  fall  of  the  Berlin  wall  was 
devastating  to  the  factories  that  built  Trabant 

In  these  times  of  radical  technological 
change,  utility  monopolies  are  as  unstable  as 
politburos.  Many  of  the  old-guard  enterpris* 
may  still  grow  and  prosper,  but  only  if  they 
learn  to  sell  to  a  whole  new  class  of  buyers. 
Consumers,  not  commissars.     M 
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Imost  every  aspect  of  life  worldwide  you'll  find  a  British     f 
"leering  company  called  Siebe.  In  America,  a  Siebe  valve  is 
'ing  eliminate  smog  so  the  country  can  breathe  more  easily. 


Our  innovations  are  also  in  domestic  appliances,  industrial 
plants,  head-to-toe  safety  gear  and  compressors.  And 
we're  always  in  the  most  important  place  of  all.  The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE 

bfc  Saxon  House.  2-4  V.ctona  Street.  W.ndso,  Berksh,re  SL4  ,EN,  England.  S.ebe  Inc.  33  Commercal  Let  Fo.boro  mVuSA  Olois  I  m?      ,  7 

For  .nformafon  regard,,  tne  ADR  Program  call  i^^r^^^ZX^^T  ""  "^  ""'  """^  ""  '"S^2'  °45' 


EEHKKEEaUME 


EDITED  BY  NANCY  ROTENIER 


Into 
Africa 


New  Africa 
Advisors'  head 
Justin  Beckett 
A  continent 
to  search. 


Growing  up  in  the  slums 
outside  Boston,  Justin 
Beckett  got  motivated, 
not  bitter:  "I  wanted  those 
material  things  I  knew 
were  attainable  in  Ameri- 
ca." Today,  at  32,  he's 
the  youngest  partner  at 
Durham,  N.C. -based 
Sloan  Financial,  an  invest- 
ment group  with  $3.5 
billion  under  management. 
Beckett  heads  up  New 
Africa  Advisors,  a  two-year- 
old  division  that  manages 
some  $50  million  invested 
in  Africa. 

His  newest  venture: 
the  Calvert  New  Africa 
Fund,  a  pan-African  mu- 


tual fund  launched  in  April. 
Beckett  has  raised  $8  mil- 
lion so  far  and  invested  in 
South  Africa,  Zimbabwe, 
Kenya,  Ghana,  Namibia, 
Egypt  and  Morocco. 

A  former  E.F.  Hutton 
retail  broker  and  Dallas 
Cowboys  offensive  line- 
man, Beckett  targets 
utilities,  health  care, 
infrastructure  and 
telecommunications. 

Next  up:  Botswana, 
Uganda  and  Mauritius — 
anywhere  he  sees  oppor- 
tunity. "If  I  could  get  to 
Mars  and  find  investment 
potential,'1  Beckett  says, 
"I'd  be  on  Mars." 


Dollars  and  scents 

Sanofi  Beaute,  the  U.S. 
subsidiary  of  Paris-based 
health  care  firm  Sanofi, 
was  a  disaster  when  Donald 
Loftus  took  over  in  Feb- 
ruary. The  problem:  Six 
perfumes,  launched  into 
a  glutted  market  in  the  last 
two  years,  lost  more  than 
$36  million.  "It  was  insani- 
ty," says  Loftus,  41. 

The  cleanup  was  no 
easy  task  for  the  junior-col- 
lege graduate,  who  start- 
ed his  career  as  a  Santa 
Claus  at  a  May  depart- 
ment store  in  Cleveland 
and  worked  his  way  to 
cosmetics  buyer  before 
leaving  in  1981  to  head 
up  Northeast  sales  for  Estee 


Lauder.  Stints  at  Yves 
Saint  Laurent  and  Gianni 
Versace  followed  until  he 
landed  at  Sanofi. 

Loftus  has  moved 
quickly.  He's  sold  off  or 
stopped  distributing  21 
of  29  perfume  and  cosmet 
lines,  cut  staff  31%,  to 
240,  and  trimmed  ex- 
penses, including  adver- 
tising, by  $26  million.  Wi' 
Oscar,  Opium,  L'Air  du 
Temps  and  Champagne 
scents  providing  67%  of 
sales,  Loftus  will  launch 
only  one  fragrance  annu- 
ally. On  this  year's  estim3 
ed  $160  million  in  sales, 
Loftus  hopes  for  a  profit 
over  $5  million.  That's 
the  sweet  smell  of  succes; 


Donald  Loftus, 
Sanofi  Beaute 
president 
Coping  with  too 
many  perfumes 


Hole  in  one 

Michael  Magerman,  a  former  marketer  of  videogames,  had  rarely 
played  golf  until  1990.  That's  when  he  started  Odyssey,  a  Carlsbad, 
Calif.-based  putter  manufacturer,  with  $107,000  from  family  and 
friends.  While  working  on  his  M.B.A.  at  the  University  of  San  Diego,  he 
decided  he  could  build  a  business  selling  plastic-center  putters  con- 
ceived with  an  engineer  friend.  "My  mother  said  I  was  making  the  biggest 
mistake  in  life  starting  a  business  I  knew  nothing  about,"  says  Mager- 
man, 33. 

Didn't  matter.  Magerman's  putter  was  such  a  hit  that  Tommy 
Armour,  the  $46  million  ( 1994  sales)  golf-equipment  subsidiary  of  U.S. 
Industries,  bought  Odyssey  in  March  for  $14  million. 

Now,  Magerman,  a  1984  UCLA  graduate,  is  Armour's  new  chief 
executive.  His  mission:  jump-start  the  Morton  Grove,  111. -based  compa- 
ny's sales,  which  are  dwarfed  by  competitors  Cobra  and  Calloway.  So 
far  he's  switched  ad  agencies  and  is  exploring  new  channels  of  distribu- 
tion. In  February  he'll  open  a  research  and  development  center  in 
Carlsbad  to  cut  to  100  days  from  12  months  the  time  it  takes  to  bring  new- 
products  to  market.  WM 
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Armour's  Michael  Magerman 
No  pro,  but  golf's  his  game. 
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tlow  does  the  market  ajject  you  on  a  daily  basis? 


IE  DOW 


The  way  we  see  it  there  are  two  ways  to  invest.  First 
lere's  the  market  timing  way:  following  the  market  day  by 
iy  and  trying  not  to  miss  a  beat  on  earnings  reports  and  daily 
ock  prices. 

Most  fail  when  they  try  to  time  the  market.  Even  the 
vestment  gurus  on  Wall  Street  don't  always  get  it  right. 

But  then  there's  another  way.  The  disciplined  buy- 
id-hold  way.  It's  time  in  the  market,  not  timing  the  market, 
id  is  the  basis  of  every  one  of  our  Defined  Asset  Funds?" 

Take  our  Select  Ten  Portfolio,  for  example.  It  buys 
d  holds  for  a  twelve-month  period  the  ten  highest  dividend- 
aiding  stocks  in  the  Dow  Jones  Industrial  Average.  Youll 
e  the  opportunity  to  update  the  portfolio  every  year. 

Choosing  Select  Ten  Portfolio  is  a  way  to  invest  in 


YOUR  EKG 


these  stocks  for  as  little  as  $  1 ,000  or  $250  in  a  retirement 
account.  We  update  the  portfolio  every  year,  and  we  recom- 
mend investing  for  three  to  five  years  for  the  best  results. 

Select  Ten  Portfolio  is  a  member  of  the  Defined 
Asset  Funds  family.  With  every  Defined  Asset  Fund  we  offer, 
you  know  which  securities  you're  getting  before  you  buy. 
Our  commitment  is  to  investment  strategies  that  are  clearly 
explained  and  rigorously  applied.  That's  why  we  say,  "Buy 
with  knowledge.  Hold  with  confidence." 

Having  a  more  positive  effect  on  your  financial 
health  is  really  what's  at  the  heart  of  the  matter.  To  find  out 
about  Select  Ten  Portfolios  or  any  one  of  the 
Defined  Asset  Funds,  talk  to  your  financial  professional 
or  call  1  -800-562-2926,  ext.  3 1 8. 


Defined  Asset  Funds 


Buy  with  knowledge.  Hold  with  confidence. 

Oponsored  ana  ollerea  by 

[Till  Lynch  •  Smith  Barney  •  PaineWebber  •  Prudential  Securities  •  Dean  Witter 

ospectus  containing  more  complete  information  on  any  Defined  Asset  Fund,™  including  all  charges  and  expenses, 
hilable  from  one  of  the  Defined  Asset  Funds'  sponsors  listed  above.  Read  the  prospectus  carefully  before  investing. 

©  1995  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 
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STATISTICAL  SPOTLIGHT 


Technobubble 


Netscape  is  not  the  only  new  technology  issue 
trading  at  a  dizzy  multiple.  Watch  out  below. 


By  Eric  S.  Hardy 

Netscape  Communications'  first 
day  of  trading  occasioned  astonish- 
ment. Here  was  a  company  with  nega- 
tive earnings,  $17  million  in  half-year 
sales — and  a  market  capitalization  of 
$2.2  billion  at  the  close  on  Aug.  9. 
Tulip-bulb  time  in  technoland. 

The  phenomenon  of  wild  excite- 
ment in  technology  is  not  limited  to 
the  Internet.  We  trolled  through  the 
markets  and  found  an  assortment  of 
technology  stocks  trading  at  outland- 
ish multiples  of  their  sales. 

Enzo  Biochem  is  a  classic.  This 
biotechnology  company  trades  on  the 
stipposedly  enormous  profits  that  lie 
around  the  corner  in  high-tech  medi- 
cal diagnostics.  But  it  has  been  trad- 
ing on  hopes  for  a  long  time — almost 
since  the  day  it  went  public  in  1980. 

Has  no  one  on  Wall  Street  won- 
dered why  it  has  taken  so  long  for 
Enzo's  biotech  research  to  pay  off? 
The  company  has  a  total  market  value 


Blind  faith 


Company/business 

Recent 
price 

12-month         Total 
price            price/ 

Price/ 
tangible 

FP<? 

Book 
value/ 

Sales 
($mil)2 

Mark 
valu 

Latest 

1996 

'" 

change          sales' 

book 

12  months 

est 

share 

($mi. 

Advanced  Tissue  Sciences/biotechnology 

12% 

115%            165.2 

17.2 

-$0.74 

-$0.48 

$0.75 

$2 

$37; 

":■' 

Cephalon/biotechnology 

24% 

94               25.9 

4.4 

-1.86 

-1.98 

5.50 

22 

51 

Cree  Research/semiconductors 

27% 

474                37.7 

15.7 

0.00 

NA  > 

1.84 

7 

28 

;'• 

Enzo  Biochem/pharmaceuticals 

18% 

84                16.9 

5.8 

1.14 

NA 

3.60 

23 

38 

Interneuron  Pharmaceuticals/pbarm 

14 

124              699.2 

46.7 

-0.91 

NA 

0.30 

1 

42 1 

": 

Liposome/biotechnology 

14% 

143               39.3 

5.2 

-1.76 

-1.09 

2.88 

10 

40 

' 

Macromedia/data  processing 

49% 

283                15.2 

19.4 

0.57 

1.40 

3.19 

54 

81 

Netscape  Communications/Internet  software 

49% 

-3             109.2 

99.0 

-0.37 

NA 

0.50 

17" 

1,88 

: 

Nextel  Communications/wireless  comm 

17% 

-32               37.4 

NM 

-1.95 

-2.19 

11.51 

84 

1,92 

■:; 

Summit  Technology/medical  supplies 

43% 

32               30.1 

24.9 

-0.66 

0.30 

2.15 

24 

72 1 

'Sales  and  debt  per  share  divided  by  recent  price 

2Latest  fiscal  year.    3Not  available,  con 

menced  trading 

on  Aug.  9.    "For  the 

six  months  ended  June. 

NA:  Not  available. 

N  M :  Not  mean  i  ngf  u  1 ..    Sources:  Market  Guide  and  IBES  Inc. 

via  OneSource  Information  Services;  Telernet  America  Orion. 

*'("'. 

These  companies  offer  big  promises  and  small  fundamentals. 
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They  may  be  dull  but  they  are  cheap 


Company/business 


Recent 
price 


12-month 

price 

change 


Total 
price/ 
sales1 


Price/         EPS- 
tangible          Latest 
book         12  months 


1996 
est 


Book 
value/ 
share 


Sales 
($mil)2 


Market 
value 
($mil) 


Airborne  Freight/freight  forwarding 

20% 

-33% 

0.57 

1.1 

$1.06 

$1.56 

$18.40 

$1,971 

$429 

Arvin  Industries/auto  parts 

21% 

-11 

0.67 

1.2 

-1.19 

2.13 

17.76 

2,040 

488 

Ashland  Oil/petroleum  refining 

32% 

-14 

0.61 

1.6 

1.56 

3.00 

20.48 

10.334 

2,082 

Centex/home  building 

29V4 

10 

0.67 

1.2 

1.64 

1.98 

23.74 

3.278 

823 

Commercial  Metals/processes  metals 

28V4 

6 

0.48 

1.8 

2.46 

3.11 

15.85 

1,658 

433 

Consol  Freightways/truck  &  air  freight 

25% 

8 

0.62 

21 

1.77 

2.42 

12.18 

4.680 

1,126 

Detroit  Diesel/heavy-duty  diesel  motors 

18% 

-25 

0.54 

1.7 

1.77 

1.87 

11.25 

1,663 

460 

FoxMeyer  Health/pharm  &  beauty  aids 

25% 

42 

0.33 

1.4 

1.49 

2.05 

18.49 

5,177 

424 

Intelligent  Electronics/computer  distrib 

91/4 

-40 

0.25 

1.7 

0.01 

1.35 

5.32 

3,208 

291 

Tosco/refines  &  distributes  petroleum  prods 

32% 

7 

0.38 

2.1 

1.19 

3.24 

15.53 

6,366 

1,190 

1    'Sales  and  debt  per  share  divided  by  recent  price.    2Latest  fiscal  year. 

Sources:  Market  Guide  and  IBES  Inc.  via  OneSource  Information  Services;  Telemet  America  Orion. 


(the  sum  of  debt  and  the  value  of 
common  stock  outstanding)  of  just 
under  S400  million.  That's  13  times 
:he  company's  sales  over  the  last  four 
quarters.  Last  fiscal  year  was  the  first 
'ear  Enzo  made  money  since  1986. 

The  stocks  in  the  table  opposite  all 
it  in  here.  They  trade  at  a  minimum  of 


'old  you  so 


10  times  sales  and  50  times  earnings. 
By  way  of  comparison,  the  average 
stock  in  the  S&P  500  trades  at  1.3 
times  sales  and  16  times  earnings. 

Pav  particular  attention  to  the  ratio 
of  market  value  to  sales.  "The  price/ 
sales  ratio  is  the  most  important  mea- 
sure I  work  with,"  says  FORBES  col- 
umnist Kenneth  Fisher.  "Definitions 
of  earnings  and  book  value  can 
change,  but  revenue  is  a  tough  item  to 


Ten  stocks  with  low  PSRs  and 
profitable  forecasts  for  1996. 


mess  with."  Fisher  warns:  "In  a  bear 
market,  stocks  with  high  PSRs  are  usu- 
ally the  ones  that  end  up  getting 
decimated." 

Even  in  a  bull  market  they  can 
disillusion  investors.  Since  its  1993 
peak  of  547/8,  which  was  66  times  fiscal 
1992  revenues,  Nextel  Communica- 


Company 


1992 
price1 


Recent 
price 


3-year 
percent 
change 


Company 


1992 
price1 


Recent 
price 


3-year 
percent 
change 


Jkermes  14%  6%  -55% 

Jpha  1  Biomedicals  8%  %  -96 

erican  Biogenetic  Sciences  71/s  2%  -61 

ohton  16V4  10%  -34 

Mrix  Laboratories  91A  6%  -31 


Hard  Medical  Products 

iy  Networks2 

Imac 

io-Technology  General 
biomedical  Dynamics 


23% 
8% 

138% 
7% 
7% 


14% 

471/4 

6V4 

2% 

51/43 


-40 
452 
-95 
-63 
-32 


loston  Life  Sciences2 
"A  ''^rrington  Labs 
•elgene 

hantal  Pharmaceutical 
•ompetitive  Technologies2 


15% 
13% 
12% 

91/4 

I21/s 


% 
35% 

9% 

10V4 

5% 


-96 
154 
-22 
11 
-53 


mpression  Labs 
yTele 

I  Care  America 
edical  Sciences 


22% 

12% 

47 

9% 

7% 


9 

3% 
2% 


-65 

-29 
-19 
-65 
-61 


ntex 

jII  Laboratories 

I 


7% 
33% 
10% 

5% 
13 


2% 

5 
231/2 

5% 
!21A 


-64 
-85 
128 

0 
-6 


IVAX 

30% 

25% 

-17% 

ImClone  Systems 

13V4 

3% 

-75 

International  Game  Technology 

16% 

14 

-15 

Lifeway  Foods 

31/2 

2% 

-36 

Medco  Research 

17Vs 

12% 

-26 

Medstat  Group2 

25% 

27    3 

5 

Molecular  Biosystems 

24% 

8% 

-64 

Neurogen 

12 

l51/2 

29 

Noven  Pharmaceuticals 

7% 

8% 

7 

Oncor 

6% 

8% 

22 

Parametric  Technology 

13% 

51% 

280 

PictureTel 

381/4 

50% 

32 

Platinum  Technology 

l81/2 

23% 

29 

Polydex  Pharmaceuticals 

3% 

1 

-71 

Presstek 

9% 

53% 

452 

Primedex  Health  Systems2 

81/e 

% 

-99 

REN  Corp-USA 

12% 

19V2 

51 

Roberts  Pharmaceutical 

25% 

I8V2 

-27 

Sofamor/Danek  Group2 

27% 

22% 

-18 

Summit  Technology 

31 

42% 

38 

Surgical  Care  Affiliates 

361A 

231/s 

-36 

Synetic 

2l1/2 

23 

7 

United-Guardian 

8% 

21/e 

-75 

Valley  Forge  Scientific 

91/4 

31/2 

-62 

Video  Lottery  Technologies 

37% 

6% 

-82 

cesasof  Aug.  29.    'Split-adjusted.    2Name  changed  since  1992. 


Acquisition  price. 


ur  Apr.  27, 1992  issue  we  warned  readers  off  these  50  high-P/E  stocks. 
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TAXING  MATTERS 


dons'  stock  is  off  67%.  Even  so,  it 
looks  vcr\'  expensive  today  and  quali- 
fies for  our  list. 

Following  Fisher's  logic,  we 
screened  for  stocks  trading  at  unusu- 
ally low  multiples  of  their  revenues; 
see  the  table  at  the  top  of  page  207. 

The  table  at  the  bottom  of  page 
207  illustrates  why  we  condemn 
high-multiple  stocks.  Three  years  ago 
(Apr.  27, 1992)  we  ran  a  similar  screen 
of  companies  trading  at  loft}'  multi- 
ples of  sales,  book  value  and  earnings, 
with  similar  advice:  Avoid. 

Five  of  these  risky  companies  did 
extremely  well,  doubling  or  better  in 
price.  They  have  thrived  in  the  current 
market's  fascination  with  fast-grow- 
ing technology  companies.  Presstek  is 
still  a  glamour  stock,  having  quintu- 
pled to  53x/4.  It  now  trades  at  532 
times  earnings.  Carrington  Labs  is  up 
154%;  it  now  changes  hands  at  196 
times  earnings. 

But  there  weren't  enough  Pressteks 
or  Carringtons  to  make  the  list  a 
winner.  Someone  who  bought  the  list 
would  have  a  total  return,  dividends 
included,  of  -1%  so  far.  The  stock 
market  as  a  whole  has  returned  55%. 

Perhaps  Netscape  or  Enzo  Bio- 
chem  or  one  of  the  other  stocks  on 
our  list  of  today's  fantasyland  stocks 
will  be  one  of  the  lucky  companies  to 
pay  oft  for  early  investors.  True,  it 
would  take  just  one  Microsoft  to 
more  than  make  up  for  total  losses  on 
all  the  other  stocks.  But  what  are  your 
chances  of  finding  a  Microsoft?  To- 
gether these  companies  have  a  market 
value  of  $7.7  billion.  That  sum  buys 
you  a  combined  tangible  book  value 
of  $185  million,  combined  sales  of 
$244  million  and  no  earnings. 

Technology  is  a  fickle  god.  You  can 
be  right  about  a  new  technology  and 
still  be  wrong  about  which  companies 
will  profit  from  it.  Look  at  the  FORBES 
list  of  the  largest  companies  (by  mar- 
ket capitalization)  in  1970.  The  four 
technology  firms  were  IBM,  Xerox, 
Honeywell  and  Control  Data.  They 
were  trading  high,  in  large  part,  be- 
cause technology  bulls  were  saying 
that  computers  were  destined  to  be- 
come an  ever  more  important  part  of 
our  lives. 

Those  expectations  were  met,  and 
then  some.  Still,  not  a  single  one  of 
these  four  companies  has  kept  up  with 
die  overall  stock  market.  M 
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Stock  options: 
how  to  mitigate 
the  tax  pain 

Granting  stock  options  to  an  employee  rewards  good 
work.  Gifting  them  to  heirs  trims  the  taxman's  take. 


By  Carolyn  T.  Geer 

In  the  months  before  he  died  of 
cancer  in  December  1992,  Steven  J. 
Ross,  head  of  Time  Warner,  wanted 
to  transfer  some  of  his  stock  options 
to  his  family.  Ross  had  plenty  to  give; 
in  the  two  years  before  his  death,  he 
was  given  1.8  million  options  as  part 
of  his  famously  lavish  compensation. 
Writing  to  the  Securities  &  Exchange 
Commission,  Time  Warner  asked  the 
agency  if  it  would  be  a  problem  for  an 
employee  to'transfer  some  of  his  op- 
tions to  family  members.  The  skc 
said  no,  but  only  two  days  before 
Ross  died. 

Ross  may  not  have  been  able  to 
carry  out  his  plan,  but  he  was  defi- 
nitely onto  something.  The  transfer 
of  nonqualified  employee  stock  op- 
tions is  fast  becoming  more  and  more 
common. 

In  the  past  18  months  at  least  40 
companies  have  quietly  amended 
their  stock  option  plans  to  permit 
certain  employees  to  transfer  options 
to  their  children  or  to  trusts  or  part- 
nerships for  their  children.  ("Incen- 

One  way  to  reduce  estate 
taxes  is  to  transfer  assets  to  a 
child  while  you're  alive.  The 
best  assets  to  give  are  those  that 
have  little  value  at  the  time 
you  make  the  gift  but  may 
explode  in  value  later. 


rive"  stock  options,  which  have  sp 
cial  tax  benefits,  by  law  remain  no 
transferable.)  "By  the  end  of  t 
decade  this  feature  will  be  in  ev< 
option  plan  and  everybody  will  h: 
access  to  it,"  predicts  Thomas  R< 
Jr.,  a  partner  at  Coopers  &  Lybra 
who  has  helped  amend  several  plat 

The  appeal  is  obvious.  One  way 
trim  your  estate  taxes  is  to  trans 
assets  to  your  heirs  while  you're  ali 
The  best  assets  to  give  are  those  tl 
have  little  value  at  the  time  you  m; 
the  gift,  but  that  have  the  potentia' 
exploding  in  value  later  on.  Nonqi 
ified  employee  stock  options, 
instance. 

These  options  give  you  the  rigi 
but  not  the  obligation,  to  buy  stocl 
your  employer  at  a  fixed  price 
exercise  or  strike  price — for  a  fi: 
period — usually  ten  years.  Beca 
the  exercise  price  is  usually  equal 
the  market  price  at  the  time  of 
grant,  options  have  little  value  th 
But  if  your  company  prospers,  y 
options  could  be  worth  a  great  c 
more  in  years  ahead.  Many  a  fort' 
has  been  built  on  them. 

Why  give  them  to  your  heirs?  ' 
transfer  may  be  entirely  tax  free  if 
value  is  less  than  $20,000  a  year- 
amount  you  and  your  spouse  can  j 
tax  free  to  an  heir.  If  the  value  exct 
$20,000,  you  can  start  using  > 
$600,000  '  unified  tax  credit 
child  can  exercise  the  options,  \ 
any  luck  at  a  big  profit,  and  all 
appreciation  falls  outside  your  est 
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ay  Smelling  a  huge  source  of  potential 
as  rust  business,  J. P.  Morgan  &  Co.  has 
alrecured  two  favorable  private -letter 
-ilings  from  the  Internal  Revenue 
TCiervice  for  a  public  company  client 
lat  wanted  to  allow  a  gift  of  options 
ncp )  a  family  trust.  Morgan  then  amend- 
is,  d  its  own  employee  stock  option  plan 

)  permit  gifts. 

:  ivk  When  the  executive  uses  the  op- 

,;odfc>ns  himself,  this  is  how  the  taxes 

s-  ork.  He  doesn't  owe  anything  until 

i  exercises  them — uses  them  to  buy 

stock.  At  that  time  his  paper 

-the   difference   between   the 

arket  value  of  the  stock  and  what  he 

i  id — is  treated  as  salary  income.  His 

nployer  gets  a  deduction   for  the 

ecutive's  paper  profit.  After  exer- 

,.:§e,  any  further  gains  on  the  stock 

'Sition  after  one  year  are  considered 

?ital  gains. 

Now  what   happens   if  executive 

-  le  gives  away  her  options  to  son 

nry?  Again,  there  isn't  any  tax  con- 

luence  until  the  options  are  exer- 

:d.  When  Henry  exercises  them — 

,  buying  a  S40  stock  for  only  $25 — 

•m  gets  taxed  on  the  paper  profit. 

:  SI 5  is  considered  salary  income. 

rv  holds  for  a  year  and  then  sells 


...  leap 
-jfofit 
e  of 


ilenn 
bcs  ■ 


the  stock  at  $50,  the  additional  $  10  of 
profit  is  a  capital  gain. 

But  what  if  Jane  is  dead  at  the  time 
of  exercise?  It  gets  kind  of  messy.  The 
$  1 5  paper  profit  is  ordinary  income  to 
her  estate.  That  means  her  lawyers 
have  to  keep  Jane's  estate  open  until 
Henry  has  used  the  options.  Don't 
blame  us.  We  didn't  write  this  outra- 
geous tax  law. 

So  much  for  income  taxes.  What 
about  gift  and  estate  taxes?  Start  all 
over.  A  different  logic  applies. 

If  an  option  is  given  away  or  be- 
queathed, the  irs  wants  its  gift  or 
estate  tax  immediately.  Tax  experts 
determine  the  value  of  the  option  the 
way  a  Wall  Street  derivatives  expert 
would  value  it — on  the  basis  of  the 
underlying  stock's  volatility,  the  time 
left  to  expiration,  the  exercise  price 
and  so  on. 

Again,  say  Jane  gets  an  option  on 
Acme  Co.  good  for  ten  years,  exer- 
cisable at  S25.  At  the  time,  Acme  is 
trading  at  25,  but  the  options  have 
considerable  value — maybe  $4 
apiece.  If  she  gives  the  option  to  her 
son  right  away,  she'd  pay  gift  tax 
based  on  a  value  of  S4. 

Janine  Racanelli  of  Morgan  gives 
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the  following  example.  An  executive 
receives  options  on  100,000  shares  at 
the  then  market  price  of  $30  a  share, 
and  immediately  puts  them  in  a  trust 
for  his  kids.  Morgan  uses  the  so-called 
Black-Scholes  model,  which  generally 
values  a  typical  10 -year  option  at  one- 
third  of  the  underlying  stock's  price 
on  the  date  of  grant;  then  Morgan 
lops  off  another  50%  for  lack  of  liquid- 
ity. That  brings  the  value  of  the  op- 
tions for  gift  tax  purposes  to  $5  per 
share,  $500,000  in  this  case.  If  the 
giver  hasn't  used  any  of  his  lifetime 
exemption,  no  federal  gift  tax  is  owed 
by  the  executive. 

What  happens  when  the  trustee 
exercises  the  options?  The  answer  is  so 
convoluted  that  we  can  only  say:  If 
you  are  in  this  position,  consult  a 
good  tax  accountant.  But  the  bottom 
line  is  this:  If  there  is  considerable 
appreciation  in  the  stock  after  exer- 
cise, your  heirs  will  be  a  lot  better  off 
than  if  you  had  just  left  the  options  in 
your  estate. 

But  here  are  a  few  things  to  watch 
out  for: 

■  The  grant  of  a  transferable  stock 
option  to  a  company  officer  or  direc- 
tor is  considered  a  purchase  under  the 
short  swing  profit  rules  for  insiders. 
That  means  you  are  barred  from  sell- 
ing stock  six  months  before  and  after 
the  grant.  "It's  a  trap  for  the  un- 
wary," notes  Jesse  Brill,  editor  of  a 
San  Francisco-based  newsletter,  The 
Corporate  Executive.  New  rules  pro- 
posed by  the  sec  would  eliminate  this 
problem,  he  adds. 

■  So-called  cashless  exercises  are  gen- 
erally only  available  to  employees,  so 
the  recipient  had  better  have  enough 
money  to  exercise  the  options.  If  you 
die  before  the  option  is  exercised, 
your  estate  may  need  to  be  kept  open 
and  an  account  established  to  cover 
future  tax  payments. 

■  Remember,  stocks  don't  always  go 
up.  If  you  incur  gift  tax  transferring 
options  and  the  stock  later  dips  below 
the  option's  strike  price,  you  don't  get 
your  money  back. 

■  The  IRS  may  quibble  with  you  over 
how  you've  valued  your  options — it 
has  three  years  to  object  after  you  file  a 
gift  and/or  estate  tax  return.  The 
more  popular  this  technique  be- 
comes, the  more  likely  the  irs  will  try 
to  force  values  higher.  Be  conserva- 
tive in  your  valuations.  ■■ 
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Unit  investment 
traps 

Investors  have  been  sold  on  unit  investment  trusts  on 
the  theory  these  unmanaged  funds  are  better  and 
cheaper  than  open-end  funds.  Wrong  on  both  counts. 


By  Amy  Feldman  i 

\ 


The  average  stock  fund  charges 
1.4%  in  annual  expenses  and  turns 
over  its  portfolio  nearly  once  a  year. 
It's  a  lot  of  sound  and  fury  for  not 
much  result:  The  average  fund  does 
worse  than  a  passive  market  index. 

So  unit  investment  trusts,  or  uits, 
may  seem  like  a  tempting  alternative. 
They  are  portfolios  bundled  together 
by  brokerage  firms — and  that,  in  gen- 
eral, is  that.  There  is  virtually  no 
shifting  around  of  stocks  or  bonds. 
What  you  buy  in  the  first  instance  is 
what  you  get  until  the  unit  trust  self- 
destructs,  in  anything  from  three  to 
ten  years.  Then  you  get  the  cash  value 
of  your  holding. 

The  appeal  is  that  UITs  typically 
don't  do  any  trading  and  their  ex- 
pense ratios  are  less  than  one-fifth 
those  of  open-end  mutual  funds: 
about  0.3%  of  assets  annually.  And 
while  their  sales  charges  (typically  3% 
to  5%)  are  high  compared  with  the 
zero  charge  at  no-load  funds,  they 
cost  no  more  to  buy  than  other  Load- 
bearing  mutual  funds  sold  by  brokers. 

Tempted?  Don't  be. 

These  things  aren't  very  liquid.  That 
is,  it's  hard  to  get  your  money  out 
before  the  liquidation  date.  Unlike 
open-end  funds,  which  must  redeem 
shares  at  their  current  value  on  de- 
mand,  these   trusts  trade   in   a   thin 


secondary  market  dominated  by  their 
sponsors,  which  typically  maintain  a  fat 
spread  between  the  bid  price  at  which 
they  buy  the  units  and  the  ask  price  at 
which  they  sell.  That  spread  tends  to 
run  around  5%,  meaning  you  will,  in 
effect,  pay  a  5%  redemption  fee.  What  if 
the  sponsor  can't  find  new  customers 
who  want  to  buy  in  when  you  want  out? 
An  independent  trustee  (such  as  a 
bank)  stands  ready  to  redeem  shares  by 
liquidating  assets  of  the  trust- — but  all 
you  get  is  the  bid  price,  which  may  be 
collapsing  as  other  unitholders  rush  to 
redeem  their  shares. 

In  1993  Merrill  Lynch  settled  a  case 
in  which  the  Securities  &  Exchange 
Commission  accused  Merrill  of  sys- 
tematically miscalculating  net  asset 
values — and  thus  secondary  market 
prices — of  its  UITs.  Merrill  did  not 
admit  or  deny  the  charges,  but  agreed 
to  rebate  investors  some  $30  million. 

The  next  drawback  is  the  lack  of 
information.  While  open-end  funds 
calculate  net  asset  values  daily,  pro- 
vide regular  account  statements  and 
send  out  shareholder  reports  semian- 
nually, uits  won't  provide  their  prices 
unless  you  call  and  ask.  Their  annual 
reports  do  not  have  to  be  audited  by 
an  independent  accounting  firm. 

Lastly  we  have  accounting  head- 
aches.   Fixed-income    UITs    typically 


liquidate  over  a  period  of  months  c 
years,  as  bonds  mature  or  are  callec 
You  can  wind  up  with  dozens  ( 
principal  repayments  to  liquidate  or 
uit.  For  each  fragment  of  principa 
you  have  to  construct  a  tax  basis  froi 
a  portion  of  your  original  purcha 
price.  The  sponsor  will  probably  c 
nothing  to  help  you. 

Yet  the  uits  have  been  fairly  pop 
lar  with  investors.  At  the  Investme 
Company  Institute's  last  cour 
13,310  outstanding  uits  shared  $' 
billion  in  assets.  Among  the  large 
sponsors  in  the  ici  count  are  tv 
Chicago-area-based  firms,  John  N 
veen  &  Co.  and  Nike  Securities,  anc 
syndicate  led  by  Merrill  Lynch. 

Thousands  more  uits  are  retail* 
by  smaller  brokers.  St.  Louis'  Stif 
Nicolaus  &  Co.  sold  four  differe 
issues  that  hold  stocks  of  midweste 
banks  and  thrifts,  while  Nashvillt 
J.C.  Bradford  &  Co.  has  a  line  of  Ul 
that  specialize  in  supposedly  undt 
valued  southern  companies. 

The  simple  fact  is  that  these  thin 
are  nicely  profitable  for  the  peop 
who  sell  them,  so  they  pitch  tht 
hard.  One  pitch  is:  You  can't  lc 
money.  The  can't-lose  UITs  are  ofte 
blend  of  volatile  securities  and  zei 
coupon  Treasurys.  Nike  Securit 
sponsors  a  trust  that  mixes  Isr< 
stocks  with  the  Treasurys. 

Why  can't  you  lose?  Because  l 
interest  from  the  Treasurys  will,  o 
the  life  of  the  trust,  probably  make 
for  any  losses  on  the  stocks. 

True  enough.  Ifyou  buy  a  $10  tr 
that  matures  in  ten  years  and  inv< 
$5.20  in  Treasury  zeros,  it  does 
matter  where  the  other  $4.80  is 
vested:  In  ten  years,  this  trust  shar 
sure  to  be  worth  at  least  $10. 

But  does  a  can't-lose  struct 
make  the  UIT  a  good  investment? 
silly  to  think  you  break  even  if,  a 
ten  years,  you  still  have  the  sa 
amount  you  started  with:  You've  1 
plenty  through  inflation  and  forg 
interest.  For  most  investors,  the  I 
way  to  buy  stocks  is  an  open-end  ft 
with  a  respectable  performance  hi; 
ry  and  a  low  annual  ownership  I 
(See  our  Aug.  28  annual  fund  surv 
list  of  Best  Buys.)  If  you  want 
speculate  in,  say,  Israeli  stocks,  dot 
separately.  As  we  see  it,  these  l 
trusts  offer  very  few  advantages  an 
carload  of  disadvantages. 
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Evergreen 
Funds 


Morningstar's  Highest  Ratings 

*****  Eve/green  Foundation  Fund 

The  fund's  performance  was  rated  among  2, 1 86  and  1 ,532  hybrid  funds  for  the  three-  and  five-year 
periods  ending  6/30/95,  respectively.  It  has  a  five-star  rating  for  both  periods. 

****  Evergreen  Growth  and  Income  Fund 

The  fund's  performance  was  rated  among  1 ,234  and  906  equity  funds  for  the  three-  and  five-year 
periods  ending  6/30/95,  respectively.  It  has  a  four-star  rating  for  both  periods. 

****  Evergreen  Fixed  Income  Fund 

The  fund's  performance  was  rated  among  609  fixed-income  funds  for  the  three-year  period 
ending  6/30/95. 
****  Evergreen  American  Retirement  Fund 

The  fund's  performance  was  rated  among  2, 1 86  and  1 ,532  hybrid  funds  for  the  three-  and 
five-year  periods  ending  6/30/95,  respectively.  It  has  a  four-star  rating  for  both  periods. 

****  Evergreen  Short-Intermediate  Municipal  Fund 

The  fund's  performance  was  rated  among  685  municipal  funds  for  the  three-year  period  ending  6/30/95. 
****  Evergreen  Balanced  Fund 

The  fund's  performance  was  rated  among  2, 1 86  hybrid  funds  for  the  three-year  period  ending  6/30/95. 
****  Evergreen  Value  Fund 

The  fund's  performance  was  rated  among  1 ,234  equity  funds  for  the  three-year  period  ending  6/30/95. 

Call  for  a  prospectus,  which  contains  more  complete  information,  including  fees  and  expenses. 
Please  read  the  prospectus  before  you  invest  or  send  money. 

I -800-807-2940  Ext.  20 1 


Morningstar's  proprietary  ratings  reflect  historical,  risk-adjusted  performance  as  of  6/30/95.  Ratings  subject  to  change  monthly. 
Calculated  from  the  fund's  three-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  adjustments, 
and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-bill  retums.Ten  percent  of  the  funds  in  an  investment  category  receive 
five  stars,  22.5  percent  receive  four  stars. 

Unless  otherwise  noted,  these  ratings  are  based  upon  the  performance  of  the  existing  no-load  (Class  Y)  shares,  and  therefore  do  not 
reflect  any  sales  charges  or  1 2b- 1  expenses.  A  multiclass  distribution  arrangement  exists  to  issue  additional  classes  of  shares,  designated 
as  Class  A,  Class  B  and  Class  C  (effective  1/4/95). 

The  investment  advisers  to  the  Evergreen  Funds  are  the  First  Union  National  Bank  of 
North  Carolina  (FUNB-NC)  and  Evergreen  Asset  Management  Corp.,  a  wholly  owned 
subsidiary  of  FUNB-NC.The  Evergreen  Funds  are  distributed  by  Evergreen  Funds 
Distributors,  Inc.,  which  is  independent  of  First  Union. 

Investments  in  the  Evergreen  Funds  are  not  endorsed  or  guaranteed  by  any  bank,  are  not 
deposits  or  other  obligations  of  any  bank,  are  not  insured  or  otherwise  protected  by  the 
FDIC  or  any  other  government  agency,  and  involve  investment  risks  including  possible  loss 
of  principal. 
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Growth  bonds 

Utility  funds  crashed  in  1994,  ruining  their  reputation 
for  safety.  Don't  be  put  off.  They  look  like  good  buys  now. 


By  Eric  S.  Hardy 

Utility  funds,  which  invest  mainly 
in  electric  power,  telephone  and  natu- 
ral gas  stocks,  once  were  the  ultimate 
haven  for  widows  and  orphans:  high 
dividends,  stable  prices,  and  so  what  if 
you  didn't  get  much  growth. 

Then  came  1994  and  a  surprise 
runup  in  interest  rates.  The  average 
utility  fund  dropped  9% — and  inves- 
tors bailed  out,  redeeming  15%  of 
their  total  holdings  and  pulling  out 
almost  $4  billion  more  from  utility 
funds  than  they  bought. 

We  think  investors  overreacted,  as 
they  so  often  do.  Utility  funds  are  a 
useful  alternative  to  bond  funds  for 
investors  who  want  a  good  return  and 
a  little  bit  of  inflation  protection.  Go 
for  utilities  rather  than  fixed  income 
and  you  will  sacrifice  a  few  percentage 
points  of  yield  while  picking  up  a  few 
percentage  points  per  year  of  capital 
gain,  over  the  long  pull.  Think  of 
utility  stocks  as  growth  bonds. 

Both  utility  stocks  and  long-term 
bonds  fare  badly  when  interest  rates 
rise.  Both  do  well  when  inflation  and 
interest  rates  are  falling.  Over  the  past 
five  years  utility  funds  have  averaged  a 
total  return  (yield  plus  capital  gain)  of 
9.9%  a  year,  according  to  Lipper  Ana- 
lytical Services.  Long-term  Treasury 
funds  averaged  8.7%. 

Why  are  utilities  so  sensitive  to 
interest    rates?    Higher    rates    make 

Turn  on  the  juice 


bonds  yield  more,  reducing  the  at- 
traction of  utility  dividends.  Also, 
high  interest  rates  are  associated  with 
high  inflation.  Inflation  is  bad  for 
utilities,  since  they  can't  raise  their 
prices  without  getting  permission 
from  regulators  first. 

Historically,  a  percentage-point  in- 
crease in  interest  rates  has  been  associ- 
ated with  a  1 5%  decline  in  the  value  of 
utility  stocks.  That's  a  bit  more  than 
the  rate  exposure  you  would  have  on  a 
30-year  Treasury  bond. 

Conversely,  a  basket  of  utility 
stocks  will  ordinarily  outpace  the  long 
bond  in  a  bond  rally. 

Of  course,  utility  stocks  aren't 
Treasury  bonds.  There  are  other  risks 
besides  changes  in  interest  rates. 
There's  no  guarantee  a  utility  will 
make  a  profit  for  its  common  share 
holders.  Even  without  suffering  a 
profit  decline,  Consolidated  Edison 
in  1974  ran  short  of  cash  and  cut  its 
dividend.  In  the  space  of  a  year  the 
stock  collapsed  almost  75%. 

Lately  investors  have  been  fretting 
over  the  danger  that  the  established 
utilities  will  lose  their  monopoly  sta- 
tus to  such  newer  competitors  as  inde- 
pendent power  generators,  cable 
companies  and  other  utilities  expand- 
ing their  territory.  But,  counters  Edi- 
son Electric  Institute  analyst  Peter 
Jump,  in  electricity  "large-scale  retail 


competition  is  years  away,  if  it  eve 
happens  at  all." 

Jump  points  out  that  the  utilit 
already  serving  its  territory  has  a 
inherent  defensive  advantage,  like 
well-entrenched  army:  its  own  powt 
lines,  power  plants  and  customers.  I 
most  cases,  says  Jump,  a  competith 
invasion  would  require  a  substanti 
capital  investment. 

It's  different  with  local  telephor 
service,  though,  says  Fortress  Utilii 
fund  manager  Christopher  Wile 
Wireless  and  cable  TV  companies  bol 
pose  a  threat.  So  Wiles  is  avoiding  . 
seven  regional  Bell  operating  comp 
nies  while  he  is  buying  higher-yieli 
ing  electric  utilities.  Among  his  favo 
ites  are  Texas  Utilities  and  Pub! 
Service  Enterprise  Group,  both  yiel 
ing  about  8% — versus  6.6%  at  die  avt 
age  electric  utility.  But  he's  avoidiil 

A  percentage-point  increase 
in  interest  rates  correlates  tc 
15%  crash  in  utility  stocks. 


Centerior  and  Long  Island  Lighti 
because,  Wiles  feels,  diey're  in  "< 
tremely  weak"  financial  condition. 

The  table  lists  five  utility  funds 
rate  as  Best  Buys,  meaning  they  fu 
delivered  solid  performance  at  acce 
able  cost.  Forbes'  formula  gives  eq 
weight  to  total  ownership  costs, 
eluding   annual    operating   expen 
and  sales  loads,  and  to  risk-adjus 
total  return  over  the  past  five  ye; 
Note,  though,  that  some  invest  m 
heavily  in  electric  utilities,  some 
telephone  stocks,  some  in  natural 
firms.  Not  all  are  purely  domes 
some  add  foreign  utilities  to  the  n 

Make  sure  you  know  what  you 
buying. 


Fund/distributor 


5-year  Risk 
annualized  level 
total  return 


Largest 
holding 


Annual     Maximum 
expenses      sales 
per  $100     charge 


Assets 

6/30/95 

($mil) 


Minimum 

initial 
investment 


Yield 


Vanguard  Special-Utilities/Vanguard 

— * 

average 

U  S  West            $0.50 

none 

$637 

$3,000 

5.0% 

Fidelity  Utilities/Fidelity 

12.3% 

average 

Ameritech           0.87a 

none 

1,309 

2,500 

3.9 

Stratton  Monthly  Dividend  Shares/Stratton 

8.5 

high 

Health  Care  REIT    0.98 

none 

131 

2,000 

7.7 

Dreyfus  Edison  Electric  Index/Dreyfus 

— * 

very  high 

Pacific  G&E          0.74 

none 

74 

2,500 

6.1 

Fortress  Utility/Federated 

10.6 

low 

Sonat                 1.16 

2.00%b 

768 

1,500 

4.6 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,    a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
reverts  to  distributor.     Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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b:  Includes  back-end  load  that 


These  utility 
funds  combine 
good  risk-adjus 
ed  performanci 
with  low  owner 
ship  costs.  If  ir 
est  rates  stay 
stable,  they  sh 
pay  off  nicely. 
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17.45% 


*Neuberger  &  Berman  Management 
Inc.  became  investment  adviser  to  the 
predecessor  of  this  Fund  on  1/20/75. 
Performance  before  the  Fund's  August 
1993  reorganization  is  for  its  predecessor. 
Investment  returns  and  principal  fluctu- 
ate. Past  performance  is  no  guarantee  of 
future  results.  Redemption  proceeds  may 
be  higher  or  lower  than  original  cost. 
©1995  Neuberger  &  Berman  Management 
Inc.,  Distributor. 


With  18  positive  calendar  years  over  the  last  20, 

Neuberger  &  Berman  Partners  Fund  has  delivered  an  average 
annual  total  return  of  17.45%?  And  our  investors  are  more  than 
satisfied.  We  know  how  they  feel.  After  all,  we're  investors,  too. 
In  fact,  the  owners  and  employees  of  Neuberger  &  Berman 
and  their  families  have  over  $100  million  of  their  own  money 
in  our  mutual  funds.  So  you  can  be  sure  we  are  only  satisfied 
when  our  investors  are.  Call  Neuberger  &  Berman  Management 
Inc.  for  a  prospectus  containing  more  information.  Please  read  it 
carefully  before  you  invest  Call  1-800-877-9700,  ext.  3656. 
Or,  on  AOL,  keyword:  Neuberger. 

Neuberger  @  Berman 

PARTNERS    FUNDSM 


If  we  don't  invest  in  it,  why  should  you? 


CJEHonnsEmE 

THE  MONEY  MEN 

Fallen  angels 

It's  a  tricky  game,  but  Buzz  Zaino  plays  it  well: 
He  buys  onetime  growth  stocks  that  have  hit  a  wal 


By  Thomas  Jaffe 


In  a  dizzying  bull  market  that  has 
growth  stock  investors  frantically 
looking  for  the  next  Microsoft  and 
value  stock  investors  complaining 
about  high  multiples,  what  do  you 
do?  Consider  the  middle  course 
steered  by  Boniface  (Buzz)  Zaino,  52, 
who  since  1984  has  run  Trust  Co.  of 
the  West's  $  1  billion  TCW  Value  Add- 
ed portfolio.  He  doesn't  buy  pure 
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Trust  Co.  of  the  West's  Buzz  Zaino 

"Wait  for  something  terrible  to  happen 

and  for  the  stock  to  collapse." 


growth  stocks  like  Ascend  Communi- 
cations (see  p.  196)  because  they  are 
too  expensive.  But  he's  not  a  classic 
Graham  and  Dodd  value  investor  ei- 
ther, since  those  purists  wouldn't 
even  dream  of  looking  at  earnings 


projections.  What  Zaino  wants  is  J 
growth  stock  that  has  fallen  on  ter| 
porary  hard  times. 

Here's  a  typical  Buzz  Zaino  bul 
General  Host,  owner  of  the  Frantj 
Nursery  &  Crafts  retail  chain.  A  bl 
writeoff  put  the  company  $2.68 1 
share  in  the  red  in  its  last  fiscal  ye;| 
But  Frank's  has  potential  as  a  mel 
chandiser.  It's  heavily  into  lawn  ail 
garden  sales,  currently  a  good  mark  j 
Previously  stagnant  margins  are  r 
ing.  Zaino  says  General  Host  shod 
earn  55  cents  a  share  for  the  fiscal  ytl 
that  ends  next  Jan.  31.  The  stock] 
trading  at  1 1  times  that  amount.  Pn| 
ty  cheap  for  a  growth  stock. 

"Blending  growth  stock  investil 
and  value  stock  investing  forces  youl 
do  that  much  more  work,"  s;{ 
Zaino.  "But  there's  no  reason  yj 
can't  buy  a  potentially  high  grovj 
company  as  long  as  it's  statistic; I 
cheap  and  you  understand  whal 
needed  to  recreate  the  growth  in  re.J 
nues  and  earnings." 

Of  course,  you  don't  get  thl 
chances  every  day  to  buy  a  grovj 
stock  at  value  stock  prices.  "You  h  f 
to  wait  for  something  terrible  to  hi 
pen  to  the  company  and  for  the  st*l 
to  collapse,"  says  Zaino,  "at  \vh| 
time  it  has  the  criteria  to  make 
value  stock." 

The  formula  seems  to  work, 
typical  account  in  the  tcw  Value  Ai 
ed  pool  has  averaged  an  annual  if 
return  (after  0.85%  fees)  in  the  decf 
ended  this  June.  That  puts  the  Zaii 
bit  behind  the  blue-chip  s&p  500, 
Zaino  specializes  in  smaller  stocks 
his   performance   handily   beats 
Russell  2000  small  stock  index. 

Buzz  Zaino  isn't  one  of  your  j| 
out-of-school  M.B.A.  hotshots.  1 
been  around  long  enough  to  ki 
that  bear  markets  happen.  "One  t  J 
I  went  to  the  desk  and  said, 
25,000     shares     of    such-and-s 
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stock,'  "  recalls  Zaino.  "I  came  back  a 
couple  of  hours  later  and  asked,  'How 
much  did  you  get?'  The  trader  an- 
swered, 'Nothing.'  I  said,  'I've  got  to 
get  this  money.  I  don't  care  about 
price;  just  sell  the  stock.'  He  looked  at 
me  and  said,  'Buzzy,  you  don't  un- 
derstand. There  are  no  bids  at  any 
price.'  " 

Zaino  is  prepared  for  another  day 
like  that  one.  He  has  15%  of  the  TCW 
Value  Added's  funds  in  large  compa- 
nies— ballast  that  he  can  unload  in  a 
bear  market  to  meet  redemption  or- 
ders from  investors. 

Cambrex  Corp.,  a  specialty  chemi- 
cals maker,  is  his  largest  holding.  He 
started  buying  the  stock  in  the  low 
teens  in  1990,  when  Cambrex  lost 
$1.05  a  share.  The  following  year  its 
shares  fell  as  low  as  4.  He  was  getting 
beaten  up.  But  he  bought  more,  aver- 
aging a  cost  of  SI  1. 

Cambrex  has  since  cleaned  up  its 
once  debt-laden  balance  sheet,  made 
acquisitions  that  helped  accelerate 
profits  and  recently  traded  at  39. 
What's  more,  despite  its  runup,  Cam- 
brex still  sells  for  just  13  times  what 
Zaino  thinks  it  will  earn  next  year. 
That  makes  it  a  pretty  good  buy  as  a 
growth  stock. 

Zaino's  portfolio  is  divided  into 
four  categories:  undervalued  assets, 
turnarounds,  undervalued  growth 
and  emerging  growth.  He  likes  diver- 
sification. That  means  owning  250 
stocks,  more  or  less.  Their  average 
multiple  currently  is  nine  times  "nor- 
malized" earnings— meaning  what 
ever  they  could  earn  when  they  work 
out  of  a  temporary  hole. 


A  Zaino  sampler 


Why  so  large  a  portfolio?  Because, 
while  it's  unlikely  a  GE  or  P&G  could 
ever  fall  almost  to  zero,  it's  quite 
possible  with  a  small  company. 

"You  have  a  couple  of  major  losers 
ever\'  year,"  says  Zaino.  "By  keeping  a 
lot  of  names,  you're  creating  a  series 
of  probabilities,  trying  to  dilute  the 
disasters.  The  gains  on  vour  winners 
should  vastly  outpace  your  results  on 
losers." 

A  few  Zaino  bombs  in  recent  years: 
apparel  maker  Russ  Togs,  home  sew- 
ing retailer  House  of  Fabrics  and  bank 
CalFed.  He  bought  Dixie  Yarns,  a 

"There's  no  reason 
you  can't  buy  a  potentially 
high  growth  company  as 
long  as  it's  statistically 
cheap  and  you  understand 
what's  needed  to  recreate 
the  growth  in  revenues 
and  earnings." 


maker  of  fabrics,  rugs  and  rug  yarns, 
two  years  ago  in  the  low  teens.  It's  at 
5%  now,  but  he's  not  bailing  out.  A 
turnaround,  if  it  comes,  will  take 
longer  than* he  expected. 

What's  in  store  for  small  stocks  if 
the  current  bull  market  expires? 

"When  the  market's  going  down, 
small  stocks  traditionally  deteriorate  a 
little  slower  at  first,  then  come  down 
pretty  hard.  Next,  there's  this  big 
frustrating  gap  when  they  flatten  out; 
the   market   begins   to   recover  and 


Company/business 

Recent 

—EPS  (estimated)— 

1995  est 

price 

1995 

1996 

P/E 

CKE  Restaurants/restaurants  in  the  West 

13% 

$0.60 

$0.90 

22.9 

Electro  Rent/rental  &  leasing  equipment 

17 

1.23 

1.40 

13.8 

General  Host/nursery  &  craft  stores 

6'/4 

0.55 

0.75 

11.4 

Hartmarx/apparel 

6V2 

0.45 

0.65 

14.2 

Imo  Industries/instruments,  controls,  pumps 

9y8 

0.80 

1.15 

11.7 

Univar/chemical  distributors 

15V2 

1.10 

1.60 

14.1 

Wet  Seal/women's  apparel  stores 

5% 

0.00 

0.50 

NM 

NM:  Not  meaningful. 


These  stocks  are  a  hybrid  of  value  and  growth:  They  aren't 
liquidation  plays,  but  neither  are  they  high-multiple  growth  stocks. 
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these  stocks  are  still  being  liquidat 
Guys  who've  owned  them  are  sayii 
'Never  again  will  I  buy  a  little  stocl 
got  killed.'  "  Of  course,  he  hopes  i 
to  be  caught  with  vulnerable  sto 
when  the  market  is  still  crashing.  ] 
when  the  time  comes  that  invest 
have  sworn  off  small  stocks,  the  srrfff. 
money  will  be  buying  small  stock 
for  the  long  pull.  On  average,  Za 
holds  a  stock  2V2  years. 

Zaino,  a  postal  worker's  son  w 
grew  up  in  the  Bronx,  got  degr 
from  Fordham  and  Columbia,  tl 
went  to  Lehman  Brothers  as  a  jur 
securities  analyst  in  1968. 

"It  was  terrific  training,"  expk 
Zaino.  "You  were  assigned  to  a  ser 
analyst  who'd  covered  an  industry 
years.  You  were  asked  to  do  a 
industry  report,  reinvent  the  wh 
Lehman   liked   you   to  visit  all 
companies.   Each  week  you  had 
make  a  presentation  to  the  sei 
portfolio  manager.  You  gained  en 
bility  if  you  got  something  into 
portfolio  that  worked." 

Zaino  earned  credibility  in  196S 
correctly  urging  the  sale  of  S 
Kresge,  now  Kmart,  at  a  time  whe 
was  considered  uncouth  to  se 
growth  stock  like  this  one.  "Sel 
growth  stocks  was  wrong;  whati 
dips  you  had,  the  smart  thing  wa 
wait  them  out,"  he  recalls.  He  ear 
still  more  credibility  recommenc 
turnarounds  like  ABC,  Northern  T! 
com  and  NCR. 

In  1976  senior  partner  Gee 
Hevman  took  over  the  firm's  mo 
management  business.  Heymar1 
strict  Graham  and  Dodd  fundarsj 
talist,  asked  Zaino  to  be  the  portt 
manager  of  a  new  mutual  fund  I 
man  was  forming.  He  shrewdly 
ognized  that  Zaino's  contrarian 
though  a  byproduct  of  Lehm 
growth  stock  tradition,  could  be  I 
to  the.tenets  of  Graham  and  Doc 

Lehman  Capital  Fund  openec 
business  in  December  1976  at  a  i 
when  stocks  in  general — and  s 
stocks  in  particular — were  out  o 
vor.  Over  the  next  seven  years  ui 
Zaino  the  fund  compounded  at  3 
year.  In  1984  he  moved  to  Los  A 
les'  Trust  Co.  of  the  West,  ope 
the  Value  Added  fund  and  runnii 
from  tcw's  Manhattan  office. 

On  this  page  are  seven  Zaino  \ 
for  this  market. 
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Arthur  Andersen  &  Co.,  SC  — 

Global  Best  Practices5"1 

Johnson  Controls,  Inc. 

Manpower,  Inc. 

,|  MCI  Proof  Positive  1-800-888- 
sd  Praxair,  Inc. 

v  TOSHIBA  COPIERS  AND  FAX 
,  1-800-GO-TOSHIBA 

Toyota  Motor  Corporate  Services  of 


North  America 
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0]  ANCIAL  SERVICES 

"..  unerican  General 
ndai  Unerican  Stock  Exchange 


12.  The  Atlantic  Mutual  Companies 

13.  CHARLES  SCHWAB  &  CO., 
INC/IRA  ROLLOVER 
1-800-711-5502  x85E 

14.  Defined  Asset  Funds™ 

Call  1-800-562-2926  ext.  331 

15.  Evergreen  Funds 

16.  Fannie  Mae 

17.  Gabelli  &  Company,  Inc. 

18.  G.T.  GLOBAL  MUTUAL  FUNDS 
1-800-824-1580 

19.  The  Guardian  Life  Insurance 
Company  of  America 

20.  Merrill  Lynch,  Pierce,  Fenner  & 
Smith  Inc.  1-800-637-7455 

21.  Neuberger  &  Berman  Funds 

22.  The  Principal  Financial  Group 

23.  Robertson  Stephens  &  Company 
Mutual  Funds 

24.  TEMPLETON  LATIN  AMERICA 
FUND,  1-800-342 -FUND  ext.  T643 

25.  Zurich-American  Insurance  Group 


COMPUTER/TECHNOLOGY 

26.  Advanced  Micro  Devices,  Inc. 

27.  LG  Electronics 

28.  NEC  ELECTRONICS  INC. 

29.  Sharp  Electronics  Corporation 

30.  Texas  Instruments  Personal 
Productivity  Products 

CONSUMER  PRODUCTS/SERVICES 

3 1 .  Buick  Motor  Division 
1-800-4ABUICK 

32.  Cadillac  Motor  Division 

33.  Dunlop  Tires 

34.  Letts  of  London® 

35.  Loro  Piana  Italian  Fabric 

36.  Luxurious  urban  resort  in 
Beverly  Hills 

37.  Renaissance  Hotels  &  Resorts 
1-800-HOTELS-l 

38.  SAAB  Cars  U.S.A 


ADER  RESOURCE  reply  card  is  missing,  aide  the  advertiser  numbers  that  interest  you  on  this  page  and  send  it,  along  with  your  name  and  address  to:  FORBES  Reader  Service  Center,  650  South  Clark,  Chicago,  IL  60605-9912. 


HIM 

i^AIL  OR  FAX  THIS  PAGE  to  receive 
Uhi  iterials  from  the  FORBES  advertisers  listed,  circle 

;;  i  corresponding  numbers  on  this  card.  To  ensure 
ick  processing,  please  help  us  by  completing  the 
v::  lowing: 
_:-;   tember  25, 1995  reader  service  offer  expires  December  26,  1995. 

re 


le 


impan\' 
est 

id 


lress 


/State/Zip 


/   leghonej 


;  S  is: 


3  Business  Address  □  Home  Address 


1  2  3  4  5  6  7  8  9  10  11  12 

13  14  15  16  17  18  19  20  21  22  23  24 

25  26  27  28  29  30  31  32  33  34  35  36 

37  38 

Mail  this  page  to: 

FORBES  Reader  Service  Center, 

650  South  Clark,  Chicago,  IL  60605-9912 

FAX  IT  TO  (312)  922-3165 

or  call  1-800-463-6903 


OWN  YOUR  OWN  RANCH  I 
THE  COLORADO  ROCKIEI 
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Forbes  Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  starting  at  as  little  as  $25,00< 
We  provide  full  financing  and  buyer  protection.  If  you've  ever  dreamed  of  owning  your  owni 
the  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vj 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  1 
information  without  obligation, 

Call  1-800-FORBES-5.    Outride  the  U.S.  (719)  379-3263. 
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rhc  Dow  industrials  are  off  nearly  2% 

roin  their  mid-July  high  of  4736. 

David  Shulman,  chief  equity  strategist 

it  Salomon    Brothers,   thinks   the 

narket  could  slide  as  low  as  4350,  as 

strengthening  dollar  weakens  earn- 

ngs  for  export-oriented  blue  chips. 

)espite  his  skepticism,  Shulman  still 

Ivors     some     domestic     growth 

tocks — particularly  cellular  and  wire- 

ss  service  providers  such  as  Califor- 

ia-based  AirTouch  Communications 

327/8).  Shulman  thinks  the  compa- 

s  earnings  will  nearly  triple,  from 

994,s  20  cents,  to  55  cents  a  share 

1996. 

Shulman  also  likes  Chicago-based 
:lephone  &  Data  Systems,  which 
ades  at  ten  times  cash  flow  (net 
come  plus  depreciation  and  amor- 
ation).  He  says  that  the  firm's  fran- 
dse  in  growing  rural  areas  should 
lp  push  profits  ahead. 


Special  focus 


ISecurity  analysts  expect  great  things 
Ifrom  the  companies  below.  The 
Hnstitutional  Brokers  Estimate  System 
reports  that  in  the  last  three  months  all 
pf  these  stocks  have  had  their  1996  con- 
census earnings  estimates  raised  by  10% 
pr  more.  Despite  the  higher  forecasts,  all 
Ihese  stocks  sell  for  less  than  ten  times 
estimated  1996  profits. 

[Rising  forecasts  for  1996 


Company 

Recent 
price 

3-month 
change 
EPS  Est 

[American  President  Cos 

29 /4 

11% 

Bowater 

47  3/4 

13 

Champion  Intl 

57!/4 

22 

Ij&L  Specialty  Steel 

25y, 

19 

Kaiser  Aluminum 

173/8 

23 

Reynolds  Metals 

60 

15 

Seagate  Technology 

43/4 

12 

Willamette  Inds 

69 

17 

Bute;  IBES  ire    Onon  m  Telemet  America. 

The  overall  market 
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The  Barra  All-US  price  index  as  of  9/1/95 

Market  value:  $6,552.0  billion 

P/E:  19.4 

P/E  minus  negative  EPS:  16.6 

Price/book:  3.0 

Yield:  2.2  % 


12-month  closeup 

« Barra  index 
■200-day  moving  average 


'85      '86      '87 


'89      '90     '91     '92     '93     '94     '95 


'94 


'95 


Closeup  on  the  market 


Index  or  investment 


2-week  change 


%  change  from 
1  year  ago        5-year  high 


The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors7 


i  for  period  ending  9/1/95.  Tne  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
1  AORs,  REITs  and  closed-end  funds  are  excluded. '  Total  return  of  a  portfolio  of  more  than  1 50  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
I  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted  index  of  more 
lOO  stocks  from  Europe.  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures. 5  Source:  Knight-Ridder  Financial  Publishing. 
1?.  Source:  IBES  Inc. '  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions 
1  more  groups.  NA:  Not  available.  Principal  source:  Barra.  Inc.,  Berkeley,  Calif. 


Barra  All-US  index 

0.7% 
0.0 

™ 

18.0% 

0.0% 

S&P/Barra  Growth  index1 

24.3 

-1.4 

S&P/Barra  Value  index 

1.9 

|                  21.0 
19.6 
19.7 

0.0 
-1.9 
-0.2 

Dow  Jones  industrials 

0.6 

5L 

S&P  500 

0.8 

NYSE 

1.1 

■■■ 

16.7 
34.3 

0.0 
-1,1 

Nasdaq 

-1.1    ■■ 

Amex 

1.2 

1HH 

17.6 

0.0 

EAFE 

-0.8         | 

-1.0 

-3.9 

CRB  futures  index 

1.6 

■■■■ 

3.8 

-1,7 

Gold   (Comex  spot) 

-0.9       ■ 

-1.4 

-8.5 

Yen  :  (per  $US) 

0.1 

1 

-1.7 

-32.4 

Oil  (W  Texas  Intermediate) 

0.8 

■■1 

3.0 

-56.2 

Best 

Price 

2-week 
change 

1995 
EPS6 

Worst 

Price 

2-week 
change 

1995 
EPS8 

PHP  Healthcare 

30/4 

40% 

$0.75 

Edison  Bros  Stores 

3 

-62% 

$0.11 

Hach 

19 

TVs 

81 

29  Vs 

38 
33 
33 
33 

NA 

NA 

NA 

0.43 

Caldor 

7VS 

-39 

2,33 

Immunomedics 

Lynch 

Turner  Broadcasting  Sys 

Encad 

Michaels  Stores 
OPTi 

17 

16 1/2 
19V2 

-32 
-28 
-28 

1.61 
2.12 
1.65 

Best 

2-week 
change 

Since 
12/31/94 

Worst 

2-week 
change 

Since 
12/31/94 

Oilfield  services 

13.2% 

39.3% 

Aluminum 

-5.2% 

22.6% 

Thrifts 

8.7 

37.8 

Misc  mininig  metals 

-4.5 

8.3 

Tobacco 

6.0 

23.6 

Business  equipment 

-3.9 

31.0 

Property,  health  insurance 

5.9 

35./ 

Precious  metals 

-3.8 

17.6 

Motor  vehicles 

4.9 

-9.8 

Air  transport 

-3.6 

29.2 
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THE  DIVIDEND  REVIEW 


Corporate  vs.  government  yields 


dividend  yield 


I        I        I 


'88  '90  '92  '94  '95 


Representative  industry  payouts2 


Corporate  dividend  revisions 

■  Positive 

2500 
2000 
1500 

■ 

Negative 

1                    I 

1000 

1 

500 

■L 

.    | 

II  II  ill 

in  I.. 

'85        '87        '89        '91         '93        '95 

Through  Aug.  31.  1995 

Industry 

Yield 

Payout 
ratio 

P/E 

Industry 

Yield 

Payout 
ratio 

P/E 

Auto  &  truck  mfg 

3.3% 

22% 

6.9 

Paper  &  forest  prods 

2.6% 

30% 

12.9 

Banking 

3.2 

38 

11.8 

Petroleum 

4.2 

70 

17.7 

Electric  utilities 

6.4 

81 

12.6 

Pharmaceuticals 

2.6 

46 

20.2 

Food  processing 

2.1 

40 

18.8 

Retailing 

1.5 

21 

18.0 

Health  care  svcs 

0.3 

5 

24.1 

Software 

0.2 

6 

34.3 

Dividends  arc  rising,  but  not  ft 
enough  to  keep  up  with  stock  pric 
So  says  Arnold  Kaufman,  editor 
Standard  &  Poor's  Outlook  newsl 
ter.  Kaufman  expects  divide 
growth  of  5%  to  6%  in  1995. 
recently  as  June,  he  was  forecastin: 
7%  increase.  During  the  first  eig 
months  of  this  year  1,278  corpo 
tions  raised  dividends,  against  1,1 
in  the  same  period  last  year. 

The  yield  on  the  s&p  500  fell 
2.46%  in  early  August,  its  lowest  1 
since  Standard  &  Poor's  began  c 
lecting  this  information  in  1926. 
acceleration  in  both  corporate  pro 
and  payouts  could  move  this  re 
tionship  closer  to  historical  levels, 
could  a  sharp  market  correction. 

Some  of  the  best  divide 
prospects  may  lie  overseas, 
investors  willing  to  tolerate  currei 
risk.  "An  economic  recovery 
Europe  could  lead  to  faster  divide 
growth  there  than  in  the  U.S.,"  nt 
Catherine  Avers- Rigsby,  president 
Ceros  Portfolio  Management  ( 
The  table  (below  right)  lists  ten  Eu 
pean  stocks  with  five-year  divide 
growth  rates  over  15%  that  pay  < 
no  more  than  half  their  profits. 


Companies  with  high  payout  ratios 


Company/business 

Price 

Yield 

Payout 
ratio3 

McDermott  Intl/oilfield  construction 

223/> 

4.4% 

NM 

Aetna  Life  &  Casualty/insurance 

68  >/, 

4.0 
4.7 

201% 

Ultramar/energy 

23  V8 

172 

Jacobson  Stores/department  stores 

93/< 

5.1 

156 

Niagara  Mohawk  Power/electric  utility 

12 

9.3 

153 

Cascade  Natural  Gas/oil  refining 

14  4 

6.8 

132 

Piccadilly  Cafeterias/restaurants 

8 

6.0 

120 

Entergy/electric  utility 

24  VB 

7.5 

119 

Kuhlman/electncal  equip  &  metal  prods 

ll3/4 

5.1 

113 

Occidental  Petroleum/energy 

213/4 

4.6 

105 

Data  as  of  8/31/95.  Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index.  Capitalization-weighted.  Divid 
divided  by  net  income;  all  extraordinary  items  are  excluded.  Average  during  the  latest  four  quarters.  NM:  Not  meaningful.  Sources:  Market  Guide  Database  Service  and  Value 
Database  Service  via  OneSource  Information  Services;  Standard  &  Poors  Dividend  Record;  World  Equities. 


Company/country 
CML  Microsystems/UK 

Deveaux/France  textiles 

Hollandia  Industriele/Holland    construction 
Kalamazoo  Computer/UK  software 

Lloyds  Chemists/UK 


OM  Gruppen/Sweden 
ONET/France 
Park  Food  Group/UK 
Quicks  Group/UK 


securities  brokerage  6.3 
environmental  svcs  3.7 
food  distributing 
auto  dealerships 


SPIR  Communication/France      publishing 
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Americas  Infrastructure  Is  Crumbling.  There  Is  Not  Enough  Money 

in  the  Public  Exchequer  to  Pay  for  Its  Rebuilding.  If  You  Supply  Construct 

or  Finance  Infrastructure,  You  Must  Consider  Attending  or  Sponsoring. 


Forbes  Magazine  presents 

■5  Rebuildin 

■SME 


N0V29-DEC  1,1995  'THE  CAPITAL  HILTON  'WASHINGTON,  DC 


The  Third  Annual  Conference  of 

Business,  Investment  and  Government 

Leaders  on  Rebuilding,  Developing  and 

Investing  in  America's  Infrastructure 

Created  In  Partnership  With: 

•  The  National  Association  of  State  Development  Agencies 

•  The  National  Association  of  Counties 

•  Edison  Electric  Institute 

•American  Economic  Development  Council 

FORBES  Magazine  has  developed  the  Rebuilding 
America  conference  as  a  forum  to  promote  the 
exchange  of  views  and  strategies  for  developing, 
rebuilding  and  financing  public/private  construc- 
tion projects. 

During  this  three-day  event,  eleven  months 
before  our  national  elections,  business  executives, 
investors  and  government  representatives  will 
exchange  views  on  private-sector  investment  and 
privatization  of  infrastructure  projects. 


■ 

Presented  In  Association  With: 

h  ARAMARK  Corporation 

■ 

■  AT&T  Network  Systems                       . 

■i  A.W.T  -  Compagnie 

■ 

Generate  des  Eaux 

■  BAA  2 1st  Century  Airports 

■  Bechtel  Enterprises,  Inc. 

■ 

■■  Bradley,  Arant,  Rose  &  White 
■  The  CIT  Group 

■ 

■  Coopers  &  Lybrand 

■■  J#A»M«S/Endispute 

■ 

■  GE  Capital 

■ 

■  Goodwin,  Procter  &  Hoar                     ' 

■ 

■  Governing  Magazine                             i 

■ 

■  Hill  International,  Inc. 

■ 

■  The  George  Hyman 

Construction  Co. 

■ 

■i  King  &  Spalding 

■  Mayer,  Brown  &  Piatt 

■■  Ogden  Projects  Corporation 

■ 

■  Pepper,  Hamilton  &  Scheetz 

■  Peterson  Consulting  Limited 

■ 

Partnership 

■  Smith  Barney  Inc.                                  ' 

■ 

■  Tucker  Alan  Inc.                                    i 

■  United  Infrastructure  Company 

■ 

■  Swiss  Bank  Corporation                        . 

■  Willis  Corroon 

■ 

For  Sponsorship  Information  call 

■ 

William  H.  DeGraff,  Director  of 

■ 

Partnership  Development  at  212-206-5151. 

1  WKBtM  ■■■■  ■ 

Yes,  please  send  me  more  information  and  a  free  program  brochure  as  soon  as  it  is  available. 
Mail  this  coupon  to  Forbes  Management  Conference  Group,  60  Fifth  Avenue,  5th  Floor,  New  York,  NY  1001 1 
Or  call  (800)  243-3238,  fax  (212)  206-5158  or  internet  to  event.consulting@tradeshow.com. 


Name 

Company 
Address 


/      / 


Tide 


Gty 

I  am  interested  in: 


attending  or . 


State Zip - Phone / - Fax 

receiving  information  pertaining  to  sponsorship. 
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STREETWALKER 
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Coffee  break 

A  TRIPLE  in  raw  coffee  prices  and  a 
falling  dollar  have  nailed  the  shares  of 
Nestle  S.A.  this  vear.  That's  because 
30%  of  the  $46  billion  (estimated 
1995  sales)  Swiss  company's  profits 
come  from  coffee,  and  an  estimated 
50%  of  its  profits  are  dollar  linked. 
The  company's  American  Depositary 
Receipts  (nsrgy),  trading  on  the 
NYSE  recently  at  S50,  have  done  noth- 
ing during  this  year's  hot  market. 

But  the  worst  is  over,  argues 
Anne  Alexandre,  an  analyst  at  cs  First 
Boston.  Unprocessed  coffee  prices 
have  dropped  25%  this  year,  to  a  re- 
cent $2,700  per  ton.  And  the  dollar 
is  strengthening. 


Nestle  hasn't  benefited  from  ei- 
ther move  yet.  Its  costs  tend  to  lag  the 
market  by  three  to  six  months,  be- 
cause the  company  buys  coffee  in 
long-term  contracts.  Nestle's  oper- 
ating margins,  which  were  10.6%  last 
vear,  will  most  likely  tall  to  10%  in 
the  first  half  of  this  year.  But  Alex- 
andre expects  Nestle's  profits  to  re- 
bound later  this  year,  with  earnings 
rising  12%  in  1996,  to  $3.60  per 
Aim.  Her  target  for  the  ADRs  is  $57 
over  the  next  12  months — not  sen- 
sational but  a  nice  return  for  a  conser- 
vative investment. 


Bargain  shopping 

INVESTORS  have  given  up  hope  that 
the  hostile  takeover  Milwaukee-based 
retailer  Carson  Pirie  Scott  &  Co. 
launched  against  Younkers  Inc.  will 
ever  happen.  In  the  year  since  Car- 
son announced  the  move,  its  stock  has 
fallen  to  just  nine  times  this  year's 
expected  earnings.  Dain  Bosworth 

222 


analyst  Dean  Ramos  points  out  that 
most  department  stores  trade  at  1 1  to 
13  times  earnings.  Opportunity  for 
alert  investors?  Could  be. 

Carson's  17  million  shares  look 
especially  good  given  its  strong  sec- 
ond-quarter results:  Same-store 
sales  rose  nearly  4%,  while  earnings 
before  interest,  taxes  plus  depreci- 
ation and  amortization  increased 
19%.  The  $1  billion  (estimated 
1995  sales)  merchant,  out  of  bank- 
ruptcy for  two  years,  has  been  re- 
modeling many  of  its  51  stores 
(Forbes,  Apr.  10).  Five  outlets  re- 
done in  1994  had  a  22%  increase  in 
sales  last  quarter. 

Ramos  thinks  it  makes  sense  for 
Carson  to  acquire  Younkers,  an  Iowa 
chain  whose  stores  are  situated  in 
midwestern  states  contiguous  to  Car- 
son's market.  A  lawsuit  Carson  filed 
against  Younkers  in  Delaware 
Chancer)'  Court  should  be  decided 
this  month. 

But  even  if  Carson  loses  the  suit — 
and  walks  away  from  the  deal — Ramos 
believes  the  retailer's  shares,  recently 
trading  at  18,  will  move  higher.  With 
$7  a  share  in  cash  on  its  books,  Car- 
son could  buy  back  stock:  Last  year  it 
purchased  3  million  of  its  shares.  At 
nine  times  earnings,  it  seems  to  have 
now  here  to  go  but  up. 

Bottom  fishers  beware 

A  vear  ago  Streetwalker  warned 
that  the  feverish  pace  of  junk  bond 
underwritings  would  lead  to  a  pick- 
up in  defaults  (Aug.  15,  1994).  So  it 
has:  $5.6  billion  in  publicly  traded 
corporate  debt  landed  in  default 
through  the  end  of  August,  accord- 
ing to  Moody's  Investors  Service — 
143%  more  than  for  all  of  1994. 

Tempted  to  invest  in  this  paper? 
Careful.  "These  companies  aren't  of 
the  same  quality  as  the  busted  i.bos 
we  saw  last  time,"  says  veteran  vulture 
Martin  Whitman,  manager  of  the 
Third  Avenue  Value  Fund. 

Investors  in  the  early  1990s  made 
a  killing  buying  into  bankrupt  busi- 
nesses because  the  companies' 
problems  were  largely  the  result  of 
too  much  leverage.  These  were  of- 
ten splendid  companies  with  leading 
market  shares  sunk  not  by  bad  busi- 
ness but  by  too  much  debt.  This  time 
around,  many  of  the  bankruptcies 


. 


l: 


Investor  Samuel  Zell 
Saved  by  Federated. 


involve  lesser-quality  companies 
whose  intrinsic  business  is  troubled 
"We're  dealing  with  Bradlees,  not 
Federated,"  notes  one  investor.  T( 
day's  disasters  also  have  much  smal 
capital  structures,  making  their  pa- 
per less  liquid. 

Then  there's  the  ominous  Chap- 
ter 22  phenomenon,  as  investors  call 
Some  companies  that  didn't  slash 
their  debt  enough  in  the  early  1990 
are  defaulting  on  their  bonds  for  a 
second  time.  Some  recent  example; 
include  Trans  World  Airlines  and 
SpectraVision.  Broadway  Stores,  co 
trolled  by  investor  Sam  Zell,  avoide 
a  second  bankruptcy  only  thanks  to 
surprise  buyout  by  Federated  Store 

Note  well:  Leon  Black's  Apollo 
Advisors,  which  invested  billions  a 
few  years  ago  in  busted  debt,  has 
been  noticeably  absent  from  the  m 
ket  in  distressed  corporate  paper 
Take  a  lesson  from  Leon. 


Falling  bridges 

Brokerage  Donaldson,  Lufkin  &J 
Jenrette  has  earned  20%  annually 
its  $1.28  billion  bridge  loan  fund, 
begun  in  1987.  Bridges  are  loans- 
made  fo  tide  a  borrower  over  unt 
long-term  financings  can  be  mad< 

This  success  story  plays  well  in 
view  ofDLj's  forthcoming  initial  pu 
offering  of  its  own  stock.  But  ther 
quiet  mirth  on  Wall  Street  about  s< 
disastrous  deals  done  by  the  firm's 
investment  bankers  recently. 

In  April  its  bridge  fund  lent  $11 
million  to  Coram  Healthcare  Con 
few  months  later  Coram  announc 
a  second-quarter  loss  of  $66  milli< 
and  its  president  and  chief  financi; 
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officer  resigned.  So  far  Coram  has 
been  unable  to  refinance  the  bridge, 
which  expires  next  spring. 

Another  smaller  bridge  loan  made 
in  April,  to  In-Flight  Phone  ( lorp.,  was 
refinanced  from  the  proceeds  of  a 
$286  million  bond  offering  placed  by 
DLJ  the  following  month.  But  the 
bonds  have  since  dropped  over  40%  in 
price.  The  three  airlines  that  carry 
In-Flight's  equipment — its  main  cus- 
tomers— have  threatened  to  cancel 
their  contracts  because  of  faulty 
phones  installed  by  the  company. 
Some  of  In-Flight's  bondholders  are 
talking  about  suing  DLJ.  A  DLJ 
spokesperson  couldn't  comment  be- 
cause of  the  upcoming  IPO. 


Diaper  rush 

Plastic  film  and  garage  doors 
iren't  what  you'd  call  sexy  industries. 
That's  one  reason  the  shares  of  Grit- 
on  Corp.  (GFF),  which  makes  these 
products,  are  so  cheap  in  an  era 
\  hen  investors  are  out  chasing  the  pot 
yf  gold  over  the  Internet. 
At  a  recent  S8,  Griffon's  34  mil- 
la  ion  shares  sell  for  a  little  over  ten 
dmes  1995  estimated  earnings  and 
light  times  cash  flow,  says  Laurence 
Jaker,  an  analyst  with  Baltimore 
rokerage  Legg  Mason  Wood  Walk- 
r.  Griffon  has  virtually  no  debt. 
Another  reason  the  stock  price  is 
Mv:  Griffon  reported  a  weak  June 
uarter.  Griffon  manufactures  plas- 
c  films  used  by  makers  of  diapers, 
mitary  napkins  and  surgical  prod- 
cts;  plastics  accounted  for  38%  of  the 
)mpany's  1994  operating  profits. 
amings  fell  25%  in  that  quarter  be- 
mse  of  a  steep  rise  in  raw  materials 
ed  by  its  plastics  division.  Its  garage 
x>r  unit  brought  in  50%  of  profits. 
But  Griffon  will  now  benefit  from 
lling  polyethylene  costs,  down  10% 
>m  their  peak.  And  the  company  is 
veloping  a  new  product  that  could 
:lp  Procter  &  Gamble  and  other 
?  aper  manufacturers  knock  off  the 
;  3ric-like  plastic  that  makes  Kim- 
rly-Clarks  Huggies  Supreme  a  big 
ler.  Baker  expects  Griffon  to  start 
ling  this  product  later  this  year. 
Baker  thinks  the  new  plastics 
uld  help  boost  Griffon's  shares  to 
apiece,  or  12  times  his  estimate 
1996  earnings — a  handsome  38% 
jspective  gain.  ■■ 

•bes  ■  September  25,  1995 
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YOUR  401(k)  MAY  BE 

THE  MOST  MONEY 

YOU  EVER  GET 


NOW  WHAT? 


Koll  it  over  into  a 
Schwab  No-Annual-Fee  IRA 
and  you'll  defer  taxes  and 
avoid  penalties.  Keep  your 
hard-earned  money  growing  with  Schwabs  wide  range  of  investment 
choices.  And  pay  no  annual  fee  for  the  life  of  the  account  if  your 
balance  is  $10,000  by  September  15, 1996— guaranteed* 

Take  a  check,  payable  to  you,  for  any  or  all  of  your  retirement 
distribution,  and  you  could  lose  40%  or  more  in  taxes  and  penalties. 
These  days  you  have  a  lot  of  major  decisions  to  make.  We'd  like 
to  help  you  make  the  ngh<  one  CharfesScllWab 

about  your  401(k).  With  no  Helping  Investors  Help  Themselves* 


Call  1-800-711-5502  Ext.  85E 


pressure  and  no  runaround. 

or  hup  //wwvv schwab  com 


*Set-up  and  maintenance  fees  for  certain  assets  such  as  limited  partnerships  and  promissory  notes  still 
apply.  ©1995  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  S1PC/NYSE.  (8/95) 


Many  happy 
returns. 


Give  the  gift  that  gives  back 
more  than  you've  given.  For  as 
little  as  $25,  you  can  give  a  piece 
of  America  to  someone  you  care 
about.  Ask  your  banker  for  a  gift 
certificate  upon  purchase. 


If  you  had  a 
fulbright 

grant,  we're 

looking  for  you. 

And  there's 

no  catch! 


D 


oin  me  and  other  alumni  in 
celebrating  the  Fulbright 


inAmericaU  J.  BONDS 


A  public  service  of  this  magazine 


Program's  50th  anniversary  in 
1996.  If  you  were  a  Fulbrighter, 
call  202-452-6266  and  leave  your 
name,  address,  phone,  and 
Fulbright  country.    Or  write  to 
Fulbright  Association,  1130  17th 
St.,  NW,  Suite  310  (A), 
Washington,  DC 
20036-4604 
E-mail, 

lulullllTl"!  'ii'MH't.rit-.s.iii'!! 


Joseph  Heller,  author 

ofCatch-22  and 

Fulbright 

Scholar  to 

England, 

1949 
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VIEWPOINT 


Commerzbank's  focus  on  German 
and  European  economic  issues        9/95 


Should  the  fiscal 
criteria  for  Emu  be 
relaxed? 


The  Maastricht  treaty  envisages  a  number  of  EU  countries 
forming  a  European  Monetary  Union  (Emu)  by  January  1, 
1999.  This  implies  a  single  monetary  policy  and  irrevo- 
cably fixed  exchange  rates  for  the  members.  In  addition, 
the  European  Commission  wants  to  see  a  "critical  mass" 
of  transactions  in  the  new  currency  in  order  to  convince 
people  that  this  is  a  monetary  union  of  no  return.  How- 
ever, this  is  not  the  only  "critical  mass"  problem:  will  there 
be  a  sufficiently  large  group  of  countries  that  meet  the 
convergence  criteria? 


While  inflation  continues  to 
be  a  problem  in  some  member 
states,  the  crucial  issue  is  fiscal 
policy.  At  the  moment,  only  Ger- 
many and  Luxembourg  comply 
with  all  the  ceilings  set  forth  in 
the  treaty.  And  even  some  "hard- 
core" countries  would  have  to 
undergo  a  painful  process  of  fis- 
cal consolidation,  with  both  out- 
put and  employment  falling  in 
the  course  of  adjustment,  in 
order  to  achieve  anything  like 
the  prescribed  ratio  of  60%  for 
gross  public  debt  to  GDP. 


International  presence: 

Alma-Ata,  Amsterdam, 
Antwerp,  Atlanta,  Bangkok, 
Barcelona,  Bratislava,  Beijing, 
Beirut,  Bombay,  Brussels, 
Budapest,  Buenos  Aires,  Cairo, 
Caracas,  Chicago,  Copenhagen, 
Dublin,  Geneva,  Gibraltar, 
Grand  Cayman,  Hong  Kong, 
Istanbul,  Jakarta,  Johannes- 
burg, Kiev,  London,  Los 
Angeles,  Luxembourg,  Madrid, 
Manama,  Mexico  City,  Milan, 
Minsk,  Moscow,  New  York, 
Novosibirsk,  Osaka,  Paris, 
Prague,  Rio  de  Janeiro, 
Sao  Paulo,  Seoul,  Shanghai, 
Singapore,  St.  Petersburg, 
Sidney,  Tehran,  Tokyo, 


This  raises  two  questions:  do 
we  really  need  a  strict  interpret- 


ation of  the  fiscal  criteria?  And 
are  the  criteria  set  out  in  the 
treaty  sensible?  The  key  issue 
here  is  the  sustainability  of  fis- 
cal positions. 

In  a  mature  economy,  the 

only  way  to  achieve  fiscal  con- 
solidation without  fuelling  infla- 
tion is  by  reducing  the  primary 
budget  deficit.  In  view  of  the 
high  tax  burdens  in  many  West- 
ern European  countries,  their 
governments  have  no  option  but 
to  cut  public  expenditure.  Not 


lie  financial  or  real  assets,  e  in 
though  this  would  not  impi  'e 
its  fiscal  position. 

The  assets  held  by  public  ]  | 
sion  schemes  are  the 
source  of  discrepancy  betv 
gross  and  net  public  debt,  it 
these  funds  and  the  income  I  |tr. 
them  are  affected  by  current  id 
future  liabilities,  which  wi  Id 
have  to  be  taken  into  accour  as 
well.  The  use  of  additional  ri- 
teria,  however,  would  resu  in 
only  marginal  changes  in»ie 


General  government  debt  indicators 

1994,  as  percentage  of  GDP 


B       DK      SF 
Gross  debt 


surprisingly,  countries  whose 
public  deficit  and  gross  debt  to 
GDP  ratios  are  well  above  the 
target  levels  would  prefer  the 
fiscal  standards  of  the  Maas- 
tricht treaty  to  be  relaxed. 

Moreover,  it  is  often  claimed 
that  these  criteria  do  not  accu- 
rately reflect  a  government's  fis- 
cal stance  anyway.  And,  in  fact, 
fiscal  sustainability  means  dif- 
ferent things  in  different  coun- 
tries, namely  a  balanced  struc- 
tural budget,  deficits  not  exceed- 
ing public  investment,  or  a  stable 
debt  to  GDP  ratio  that  can  be 
readily  financed.  The  treaty, 
however,  stipulates  that  achieve- 
ment of  the  fiscal  objectives 
shall  be  measured  in  terms  of 
the  actual  budget  deficit  and 
gross  public  debt.  The  focus  on 
gross  debt  makes  it  possible,  for 
example,  for  a  government  to 
meet  the  criteria  by  selling  pub- 


assessment  of  most  countri 
cal  stance.  France,  for  exa 
which  has  a  high  actual  d 
tends  to  have  a  high  stru( 
deficit,  while  countries  likt> 
gium  with  high  gross  debt! 
to  have  high  net  debt  as  we 


All  in  all,  the  Maastricl 
cal  criteria  do  not  seem  si  i 
If  applied  strictly,  they  wil  ei 
the  right  candidates  for  I 
After  1999,  they  should  b(  ■ 
as  a  minimum  standard  to  e  q 
that  national  fiscal  polic 
not  undermine  a  Europear 
etary  policy  committed  so 
maintaining  price  stability  : 

For  more  information 
about  our  banking  and 
financial  services, 
contact  Commerzbanh 
Corporate  Communica 
Department,  Frankfurt 
Fax  +4969 1362-98  05 


COMMERZBANK  302. 

German  know-how  in  global  finance 


MONEY  &  INVESTMENTS 


PORTFOLIO  STRATEGY 


Babbling  bears  and 
other  menaces 


3Y  KENNETH  L.  FISHER 


(enneth  L.  Fisher  is  a 
Voodside.  Calif-based 
noney  manager.  His 
lird  book  is  100 
Jlinds  that  Made 
he  Market. 
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Thh  bears  had  a  LACKLUSTER  1994  and  so  far 
a  terrible  1995,  having  bet  on  a  multiplicity  of 
negatives,  which  haven't  C]iiite  happened. 

Of  course,  there  will  eventually  be  a  bear 
market — a  big  one — and  I  suppose  the  bears  will 
be  boasting  that  they  saw  it  coming.  Mean- 
while, they  will  keep  on  growling  that  they  will 
be  vindicated  soon  and  weren't  really  wrong. 
For  the  life  of  me,  I  can't  see  how  anyone  who 
was  so  wrong  as  to  be  bearish  going  into  1995 
should  now  much  be  relied  on  to  forecast  1996 
with  any  better  accuracy.  The  1994-95  bears 
have  cost  their  followers  a  bundle — probably 
much  more  than  can  be  made  up  in  a  normal 
bear  market.  Good  grief. 

So  have  the  pundits  who  urged  you  to  put 
money  into  foreign  stocks,  especially  in  emerg- 
ing markets.  Fully  95%  of  all  paid  consultants 
articulate  this  nonsense.  They  didn't  get  started 
pushing  folks  this  way  until  after  vears  of  for- 
eign equities  besting  U.S.  stocks.  But  they  got  in 
just  in  time  for  the  reverse  to  begin.  Rcarview- 
mirror  driving.  They  praise  diversifying  but  fo- 
cus you  on  markets  that  have  been  long  hot. 

Now  I  may  be  wrong,  but  to  my  knowl- 
edge, the  most  successful  investor  of  the  last  50 
vears,  Warren  BufFett,  has  never  ever  put  any 
appreciable  money  into  any  foreign  stock.  Late- 
ly, I  have  been  scratching  my  head  to  figure 
just  what  it  is  that  all  these  smart  people  know- 
that  Mr.  BufFett  can't  quite  get.  And  I  can't 
figure  it  out.  I  decided  I'm  not  clever  enough  to 
compete  with  them  in  loading  up  on  all  these 
great  foreign  opportunities.  So  I  will  stick  to 
mostly  what  I  know,  finding  deals  here  at 
home,  where  I  know  how  to  get  around.  And  I 
will  ignore  all  the  long-term  bears,  who  are  no 
more  likely  to  be  right  in  the  fall  of  1995  than 
they  were  in  the  autumn  of  1994. 

Novum  Energy  (7)  dropped  steadily  from 
27  in  1989  to  5  this  year.  I  think  it  turned  the 
corner  and  should  regain  fully  half  that  drop. 
As  America's  third-largest  natural  gas  distribu- 
tion network,  it  has  a  strong  base  to  start  from 
and  now  has  a  great  attitude.  Hard  to  not  love  a 
chief  executive  who  works  with  no  contract 
and  takes  all  his  pay  in  stock.  This  is  lousy  old 
Arkla  reborn.  At  35%  of  annual  sales  and  140% 
of  a  much  depreciated  book  value,  Noram  is  far 
cheaper  than  its  P/E  of  22  seems.  Look  for  18. 
Meanwhile,  clip  a  4%  dividend  yield.  It's  easy. 


bes  ■  September  25,  1995 


Cummins  Engine  (40)  is  the  world  leader  in 
diesel  truck  engines.  After  a  dead  decade,  truck- 
ing is  starting  a  comeback,  and  Cummins 
stock  should  get  fueled  by  it  for  a  long  ride.  In 
spite  if  its  having  sagged  for  18  months,  I 
expect  better  stock  action  ahead.  It  is  very  cheap 
at  30%  of  annual  revenue,  140%  of  book  value, 
a  P/E  of  6  and  only  4  times  cash  flow.  The 
dividend  yield  is  2.5%.  I'm  looking  for  60. 

A  very  similar  story  is  to  be  found  in  Brig/js 
&  Stratum  (38),  except  the  engines  arc  tiny, 
two-cycle,  gas-powered  workhorses.  I  last  rec- 
ommended this  stock  on  May  13,  1991  at  15 
and  it  exactly  tripled  to  45  before  pulling  back 
in  the  last  18  months.  I  think  60  is  fully  feasible. 
Great  product,  and  franchise.  Great  chief  ex- 
ecutive in  Fred  Stratton.  Almost  no  debt.  And  a 
still  pretty  darned  cheap  stock. 

Terrible  timing.  On  May  8  I  strongly  rec- 
ommended Archer  Daniels  Midland  at  19. 
Then  the  news  broke  on  the  government's 
price-fixing  probe  and  its  "mole"  Mark 
Whitacre.  Headlines  galore  and  a  15-buck 
stock,  which  has  since  settled  back  to  17.  If  you 
bought,  hang  on.  If  you  didn't,  it's  a  better 
buy  now  than  before.  These  media  hubbubs 
have  a  way  of  going  away. 

If  you  listened  to  the  bears 
last  year,  it  cost  you  a  bundle. 
So,  why  listen  to  them  now? 


I  hold  government  in  low  regard  and  sug- 
gest that,  as  a  rule,  those  stocks  Uncle  Sam 
attacks  work  out  pretty  darn  well.  An  attack 
from  the  bureaucracy  is  often  just  a  sign  of  how- 
strong  a  firm's  basic  franchise  is.  This  flap 
should  be  the  wall  of  worn-  that  builds  ADM 
stock  for  years.  And,  even  if  I'm  wrong  and 
Uncle  Sam  actually  ever  gets  a  judgment  out  of 
\n.vi,  it's  not  apt  to  be  until  some  years  after 
O.J.  Simpson  is  back  doing  Hertz  commercials. 
At  a  P/E  of  1 1 ,  70%  of  sales  and  150%  of  book 
value,  I'm  looking  for  S30  for  ADM. 

Finallv,  I  recommended  Lands'  End  (17) 
on  Jan.  21,  1991  at  7.  And  it  rose  to  27.  But  I 
completely  missed  the  peak.  Still,  I  wouldn't 
continue  to  hold  it  now.  It  is  a  fine  firm,  but 
retailers  have  been  so  beaten  down  that  there 
are  now  many  better  opportunities  available  in 
the  industry  (see  my  July  3  column).  H 
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WALL  STREET  IRREGULAR 


Carl  Jung  had 
a  name  for  it 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria,  Va.- 
based  Hulbert 
Financial  Digest, 
a  monthly  service 
that  monitors  the 
performance  of 
investment  advisory 
letters. 
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PSYCHOLOGIST  Carl  Jung  referred  to  it  as  pro- 
jection: the  habit  of  people  to  "discover"  in 
others  the  flaws  they  are  unwilling  to  confront 
within  themselves.  I  am  reminded  of  Carl  Jung 
when  I  hear  smug  Wall  Streeters  dismiss  in- 
vestment letter  writers  as  quacks.  These  self- 
satisfied  gents  enjoy  pointing  out  that  only  a 
handful  of  investment  letters  beat  the  market. 
They  are  correct.  Only  a  handful  of  letters  beat 
the  market.  I  might  also  point  out  that  the  same 
is  true  of  mutual  funds  and  Wall  Street  sages. 

Let's  compare  investment  letters  with  mu- 
tual funds.  Over  the  last  decade,  according  to 
Lipper  Analytical  Services,  just  21%  of  mutual 
funds  with  a  U.S.  equity  focus  did  better  than  an 
index  fund.  Among  the  investment  letters 
tracked  by  the  Hulbert  Financial  Digest  moni- 
toring service,  the  proportion  is  20% — a  statis- 
tically equivalent  level. 

If  we  make  the  same  comparisons  over  a 
longer  period,  1 5  years,  the  results  are  the  same: 
Funds  and  investment  letters  beat  the  market 
in  roughly  similar  proportions. 

It  gets  worse  for  Wall  Street.  It'turns  out 
that  because  the  last  10  or  15  years  were  so 
bullish,  my  comparison  is  biased  in  favor  of 
mutual  funds  and  against  letters. 

Why  would  a  strongly  bullish  period  be  biased 
in  favor  of  Rinds  over  letters?  Because  the  average 
mutual  fund  is  much  more  heavily  iiwested  than 
the  average  letter.  In  fact,  it  isn't  even  close.  Since 
1980  the  average  equity  mutual  fund  has  kept 
around  10%  in  cash,  while  the  average  investment 
letter  model  portfolio  has  kept  46%  in  cash.  This 
high  cash  level  has  placed  a  significant  damper  on 
the  performance  of  the  average  letter. 

Dare  I  say  that  investment  letters  do  a  better 
job  for  their  clients  than  do  mutual  funds?  You 
don't  need  to  go  that  far  to  see  Jungian  projec- 
tion at  work:  Rather  than  confront  its  own  medio- 
cre record.  The  Street  prefers  to  scorn  invest- 
ment letters.  Or  to  grasp  at  straws — like  this  one: 

According  to  the  Pensions  &  Investments 
Performance  Evaluation  Report  (Piper)  that  is 
compiled  by  Rogers,  Casey  &  Associates  for 
Pensions  &  Investments,  a  full  75%  of  domestic 
equity  managed  pension  accounts  beat  the  s&p 
500  over  the  last  15  years.  This  must  prove 
that  Wall  Street  is  giving  the  pension  people 
good  advice,  right?  Not  necessarily. 

It  turns  out  that  participation  in  the  Piper 


survey  is  voluntary.  This  means  that  a  poor- 
performing  pension  fund  or  bank  trust  depart- 
ment can  keep  its  dismal  performance  from  be- 
ing included.  This  makes  it  impossible  to  draw- 
any  meaningful  conclusions  from  Piper  about 
the  proportion  of  institutional  advisers  who 
beat  the  market. 

Investment  letters  can't  hide  their  record  by 
simply  not  counting  their  embarrassments.  Tht 
Hulbert  Financial  Digest  refuses  to  drop  cov 
erage  of  a  letter  just  because  its  performance  is 
poor.  This  is  why  I  regularly  get  complaints 
from  letters  that  don't  want  me  to  publish  my 
analysis  of  their  results. 

When  this  elimination  bias  is  removed,  the 
proportion  of  pension  funds  beating  the  marke' 
is  just  as  low  as  for  mutual  funds.  In  fact, 
according  to  Professor  Josef  Lakonishok  of  th« 
University  oflllinois,  from  the  mid-1960s  to 
the  mid-1980s  fewer  pension  funds  than  mutua 
funds  beat  the  market. 

Wall  Street  sneers  at 
investment  letters. 
Doctor,  heal  thyself. 


But  results  aren't  the  only  reason  to  take 
investment  letters  seriously.  Over  the  years 
some  of  the  letters  have  discovered  and  refine 
a  number  of  methods  and  indicators  that  hav( 
worked  so  well  that  they  have  become  accept- 
ed weapons  in  the  investment  arsenal.  Indeed 
many  of  these  methods  and  indicators  are  be- 
ing used  by  the  very  Wall  Street  professionals 
who  are  so  disdainful  of  investment  letters. 

Perhaps  the  best  illustration  of  this  is  the  Yah 
Line  Investment  Surrey.  It  is  in  first  place  among 
the  letters  tracked  by  die  hfd  over  the  last  15 
years,  having  beaten  a  buy-and-hold  by  a  1,087 
to-661%  margin.  Value  Line's  famed  stock  rank 
ing  system  has  become  so  well-respected  that 
Street  now  pays  the  service  its  ultimate  compli 
ment:  not  considering  it  to  be  an  investment  lea 
But  an  investment  letter  it  is.  In  fact,  Arnold 
Bernhard,  its  founder,  got  his  first  subscribers  ii 
the  1930s  by  advertising  in  another  investmeni 
letter  and  by  taking  out  two  $35  magazine  ads- 
after  discovering  that  personal  presentations  to 
Wall  Street  firms  got  him  now  here. 

I'm  not  saving  you  should  bet  your  last 
dollar  on  advice  from  an  investment  letter.  I1 
just  saying  that  Wall  Street  shouldn't  be 
snooty  in  its  attitude  toward  them.  Consideri 
that  the  public  pays  tens  of  billions  of  dollars 
year  to  mutual  fund  salespeople  and  manage 
ments  and  gets  in  return  merely  average  per-i 
formance,  the  relatively  modest  cost  of  your 
typical  investment  letter  might  not  be  such  a 
bad  investment  after  all.  ■■ 
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GABELLI 

ASSET 

FUND 

"At  Ga belli  Funds  we  do 
bottom-up  research. 
We  read  annual  reports, 
visit  the  competition, 
talk  to  customers  and 
meet  the  management 
of  a  company  before 
we  invest." 

"  We  look  for  a  catalyst- 
something  happening  in 
the  company  or  industry 
that  may  create  value. " 

"In  1986,  we  created 
The  Gabelli  Asset  Fund 
to  make  the  expertise 
of  Gabelli's  dedicated 
research  analysts 
available  to  help  you 
pursue  your  long-term 
investment  goals. " 

-  Mario  J.  Gabelli,  CFA 

Portfolio  Manager 

Gabelli  Asset  Fund  is  a 
no-load  mutual  fund  that 
seeks  growth  of  capital 
through  investment  in  a 
diversified  portfolio  of 
companies  selling  below 
their  private  market  value. 

For  a  Prospectus 

and  other  information,  call 

1  -800-GABELLI 

1-800-422-3554 

Visit  Gabelli's  homepage  at 
http://www.gabelli.com/gabelli 
on  the  Internet 


[prospectus  contains  more  complete  information,  including  fees  and 
ises,  and  should  be  read  carefully  prior  to  investing  or  sending  money. 
tment  returns  and  principal  value  may  vary.  Shares,  when  redeemed,  may 
3rth  more  or  less  than  their  original  cost.  Returns  shown  include  reinvest- 
of  all  dividend  distributions.  Past  performance  does  not  guarantee 
i  results. 

inception  March  3,  1986 

>lete  and  mail  this  coupon  to: 
lelli  &  Company,  Inc.,  One  Corporate  Center, 
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STOCK  TRENDS 


Unhealthy  reading 


BY  USZLO  BIRINYI  JR. 


Laszlo  Binnyi  Jr.  is 
president  of  Binnyi 
Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


CIGARETTE  packs,  beer  cans  and  wine  bottles 
contain  warnings  that  their  contents  might  be 
harmful  to  your  health.  Movie  ratings  warn 
against  potential  dangers  to  your  presumed  in- 
nocence. Unfortunately,  financial  publica- 
tions are  required  to  carry  no  such  cautions. 

Last  year  one  of  the  newer  financial  maga- 
zines developed  a  model  to  give  the  average 
investor  access  to  Wall  Street's  secrets.  With 
great  fanfare  and  a  long  article,  it  outlined  a  step- 
by-step  approach  to  predict  the  market.  I  had 
misgivings  and  in  the  year  that  has  passed  my 
misgivings  have  been  vindicated.  This  model 
was  largely  influenced  by  interest  rates,  but  de- 
spite the  fact  that  rates  fell  sharply  in  the  first 
six  months  of  1995,  the  magazine's  mechanical 
approach  was  consistently  bearish  and — at 
one  point  in  the  spring — had  close  to  a  maxi- 
mum negative  approach.  We  all  know  what 
happened  to  bears  this  year. 

When  the  latest  issue  of  this  publication 
arrived,  I  looked  for  an  update  and  found  that 
the  feature  had  been  dumped.  Without  expla- 
nation. Without  apology.  Just  gone.  A  phone 
call  to  the  publication  drew  the  response  that 
the  editor  had  left.  We  later  learned  the  model 
was  being  "retooled." 

Another  story  that  recently  appeared  else- 
where profiled  a  financial  commentator  of 
long  standing,  suggesting  that  the  com- 
mentator was  well-connected,  and  the  article 
gave  the  impression  that  it  would  have  been 
smart  to  act  on  the  information  he  confided  to 
millions  of  people.  Oh,  yeah?  Just  a  month 
earlier  my  firm  analyzed  this  commentator's 
1995  comments  (mostly,  by  his  own  admis- 
sion, derived  from  unnamed  sources)  and 
found  that,  of  the  31  rumored  takeovers,  7 
did  materialize,  but  in  only  2  could  you  have 
made  money,  since  several  took  place  at 
lower  than  prevailing  prices.  That's  a  win  ratio 
of  1  -in- 15. 

Far  be  it  from  me  to  question  these  writers' 
First  Amendment  right  to  say  what  they  want,  to 
glamorize  or  demonize  someone,  but  for  hea- 
ven's sake,  don't  they  have  some  moral  obliga- 
tion to  their  readers  for  the  accuracy  of  what 
they  write,  especially  to  readers  who  may  put 
their  hard-earned  money  on  the  line? 

For  all  these  inaccuracies  I  find  tracking  the 
financial  pages  can  be  useful,  and  I  have  my  own 
guidelines  for  doing  so.  The  first  of  these 
guidelines  is  to  ask  how  exposed  the  commenta- 


tor or  analyst  is  who  gives  the  advice  or  makes 
the  comments.  The  fellow  who  loudly  proclaims 
somebody  else's  hot  tip  has  insulated  himself 
from  responsibility.  If  the  tip  works  out,  the 
commentator  takes  the  bow;  if  it  doesn't  work 
out,  the  original  source  was  wrong.  So  I  give 
more  credit  to  direct  statements  than  to  those 
that  are  hedged,  filtered  through  a  second  partj 
or  are  part  of  a  collection  of  comments.  Take 
me  and  my  fellow  Forbhs  columnists.  Our 
names,  our  pictures,  our  words  are  clearly 
identified.  We've  no  place  to  hide.  There  are 
times  when  I  have  said  things  in  my  FORBES 
column  I  later  wished  I  hadn't  said,  but  there  i 
is — in  black  and  white.  I  can't  claim  that  I  was 
misquoted  or  my  comments  taken  out  of  con- 
text or  chopped. 

Second,  the  general  blabber  in  the  media  is 
useful  for  getting  a  sense  of  attitudes  and  marke 
sentiment.  For  months  we  have  read  that  techi 
nology  stocks  are  overvalued,  overhyped,  over 
done  and  overblown.  And  for  months  they 

Now  that  the  technology 
stocks  have  taken  a 
beating,  they  are  in 
a  buying  range  again. 


went  up.  When  the  articles  started  extolling  th 
positives  and  the  shortages  of  chips  and  the 
low  valuations  of  technology  stocks,  then  I 
knew  the  rally  was  nearly  over. 

Now  the  media  are  giving  me  confidence  . 
again.  Flveryone  has  noted  that  strong  first 
halves  are  followed  bv  weak  second  halves,  s 
I  look  for  a  pretty  good  second  half.  The  bea 
are  growling  again.  The  explosive  introduc- 
tion of  Netscape  was,  they  say,  the  kind  of 
carnival  that  typifies  market  tops.  Not  so. 
That  may  be  popular  wisdom,  but  my  studk 
don't  support  it. 

Now  that  the  technology  stocks  have  taker 
their  beating,  I  think  they  are  in  buying  rang< 
again.  In  addition  to  my  old  favorites,  Texas 
Instruments (77)  and  Compaq  (50),  my  studi 
show  continued  strong  accumulation  in  Mi- 
cron Technology  (81)  and  ism  ( 102 ).  If  you  an 
trader  or  have  access  to  the  market  during  th 
day,  Applied  Materials  (110)  and  Intel  (63)  <' 
good  short-term  instruments,  especially  un- 
der 1 10  and  61,  respectively.  ■■ 
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MONEY  a  INVESTMENTS 


COPING 

The  price 
of  prudence 


BY  SHELBY  WHITE 


Shelby  White  is  a  New 
Stork-based  financial 
vriter.  She  is  the  au- 
hor  of  What  Every 
■Noman  Should 
<now  About  Her 
Husband's  Money. 


SOME  YEARS  AGO,  when  interest  rates  were  ris- 
ing rapidly  and  bonds  were  collapsing,  I  inter- 
viewed a  bank  trust  officer.  He  told  me  that  his 
clients  didn't  care  about  bond  prices  so  long  as 
they  were  getting  more  income  every  quarter. 

Keep  income  flowing,  avoid  erosion  of  capi- 
tal, don't  worn'  about  total  return.  He  was  oper- 
ating under  the  hoary  "'prudent  man  law," 
which  was  designed  to  protect  the  nest  eggs  of 
widows  and  orphans. 

On  Jan.  1,  1995  New  York  State's  legisla- 
ture said  good-bye  to  the  prudent  man  and 
welcomed  the  modern  prudent  investor.  The 
new  law  does  more  than  recognize  the  change  in 
gender.  It  transforms  the  management  of 
trusts  and  estates.  At  least  12  other  states  have 
enacted  legislation  along  similar  lines. 

Eileen  Schwab,  a  savvy  lawyer  at  Brown  & 
Wood,  told  me  the  new  law  tries  to  bring  the 
management  of  trusts  into  the  world  of  Mod- 
ern Portfolio  Theory. 

1 .  The  old  law  mandated  that  each  invest- 
ment be  judged  on  its  own  performance.  For 
example,  if  you  were  a  fiduciary  for  a  trust  that 
owned  shares  of  Microsoft,  which  did  well,  and 
also  owned  another  technology  company  that 
went  belly-up,  you  could  be  sued  and  sur- 
charged— that  is,  made  to  compensate  the  ben- 
eficiary— for  the  loser,  regardless  of  how  big  the 
winner.  Laws  like  that  encouraged  money  man- 
agers to  stick  to  so-called  safe  stocks.  The  new  law 
says  it's  okay  to  risk  a  wipeout  in  Zilchofsoft  if 
you  had  sound  reasons  for  buying  it. 

2.  Old  rules  concentrated  on  the  preserva- 
tion of  capital  at  all  costs.  So  long  as  the  capital 
didn't  shrink  in  absolute  terms  you  were  fairly 
safe,  never  mind  that  inflation  had  eaten  away 
half  the  purchasing  power.  The  new  rules  say 
you  must  consider  inflation  and  invest  for  total 
return.  That  means  you  must  strive  for  at  least 
some  capital  gains. 

3.  The  old  rule  usually  had  certain  classes  of 
investments  that  were  considered  inappropriate. 
Now  there  is  no  such  thing  as  the  holding  of 
an  imprudent  asset.  Even  derivatives  could  be 
allowed  as  part  of  an  overall  program. 

4.  The  old  law  forbade  your  delegating  your 
responsibilities  as  a  trustee,  but  under  the  new 
law  the  trustee  can  give  an  adviser  full  discre- 
tion even  with  some  of  the  more  esoteric  points 
of  investing — derivatives,  say,  or  high  tech  or 


currencies  or  foreign  stocks. 

None  of  this  has  been  tested  in  court,  and 
the  truth  is  a  lot  of  the  terms  are  vague. 

I  am  the  trustee  for  a  few  trusts.  What  new 
responsibilities  does  the  new  law  lay  on  me?  I  put 
that  question  to  E.  Lisk  Wykoff,  New  York 
lawyer  with  Kramer,  Levin  who  helped  draft  the 
New  York  legislation.  He  advised: 

1 .  Develop  an  overall  investment  plan  for 
your  trusts  that  takes  into  account  risk  and  re- 
ward. The  size  of  the  portfolio,  liquidity,  infla- 
tion and  the  needs  of  the  beneficiary  must  all  be 
considered  when  you  make  decisions. 

2.  Make  sure  you  diversify. 

3.  Be  diligent  in  sticking  to  your  plan — and 
keep  records. 

I  asked  Carlyn  McCaffrey  at  Weil  Gotshal  & 
Manges,  who  advises  me  and  my  husband  on  tax 
matters,  whether  we  should  change  the  way  we 
have  drafted  investment  powers  in  our  wills. 
McCaffrey  made  a  few  suggestions: 

If  you  want  to  be  sure  an  income  beneficiary 
will  have  enough  to  live  on,  write  a  trust  agree- 
ment that  mandates  an  annual  payout,  say  5%  of 
the  principal,  adjusted  upward  for  inflation.  The 
payout  doesn't  have  to  be  limited  to  the  actual 
dividend  or  interest  income,  and  you  can  invest 
for  total  return  without  hurting  income  benefi- 
ciaries. Or  you  might  write  a  trust  agreement  with 
broad  invasion  powers  and  specify  that  you 
want  the  needs  of  the  income  beneficiarv  to  come 
ahead  of  preservation  of  capital. 

The  Prudent  Man  Law  is 
obsolete,  but  the  laws 
replacing  it  don't  necessarily 
make  life  easier  for  trustees. 


The  Prudent  Investor  Act  looks  back  over 
investment  events  of  the  past  ten  years  and  tailors 
a  law  that  incorporates  most  of  them.  But  as 
new  investment  ideas  come  into  practice,  the 
prudent  investor  rule  will  probably  become  as 
outmoded  as  the  old  prudent  man  rule.  Who 
knows?  With  inflation  down  and  the  stock  mar- 
ket richly  priced,  it's  not  impossible  that  a  bond- 
heavy  portfolio  might  be  right  for  the  years 
ahead.  But  now  a  bond-heavy  portfolio  might  put 
the  trustee  in  legal  hot  water. 

I  am  reminded  of  a  story:  A  businessman  died 
and  left  a  portfolio  valued  at  $900,000,  when  that 
was  real  money.  In  a  few  years  the  assets  with- 
ered to  $30,000.  The  heirs  sued.  They  lost.  The 
court  ruled  that  the  management  looked  bad 
only  in  hindsight.  The  trust  officers  had  properly 
reviewed  the  portfolio  each  year  and  the  fact 
that  the  reviews  led  to  lousy  decisions  didn't  make 
them  liable.  That's  the  trouble  with  laws.  They 
rarely  achieve  what  they  set  out  to  achieve.      ■§ 
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BUSINESS  STRATEGY 


Why  not  to  like 
tech  stocks 


BY  JOHN  RUTLEDGE 


John  Rutledgeisan 
economist  and  chair- 
man of  Rutledge  & 
Co.,  a  merchant  bank  in 
Greenwich,  Conn. 


If  you  hocus  on  the  near-term  profit  funda- 
mentals of  companies  in  the  semiconductor, 
personal  computer  and  software  industries, 
it's  easy  to  justify  the  doubling  of  technology 
stocks  in  the  past  18  months. 

I  don't,  however,  think  the  tech  stocks  as  a 
group  are  a  bargain.  The  problem  is  not  that 
technology  firms  aren't  growth  firms.  It's 
that  the  payoff  is  too  long  in  coming.  To  use  a 
term  of  art  on  Wall  Street,  their  duration  is 
too  great. 

I  will  explain  in  a  moment  just  how  duration 
is  defined.  But  first  reflect  on  why  it  is  that 
Warren  Buffett  doesn't  like  to  invest  in  high 
technology.  His  method  is  to  buy  an  asset 
that  will  produce  a  reliable  income  stream  for 
a  very  long  time,  and  buy  it  for  less  than  its 
intrinsic  value.  The  intrinsic  value  of  an  asset 
is  the  sum  of  all  those  income  payments, 
discounted  back  to  the  present  at  a  reasonable 
interest  rate. 

Income,  to  a  business  buyer  like  Buffett, 
is  not  the  profit  shown  on  the  profit-and-loss 
statement.  It's  free  cash  flow — roughly 
speaking,  profits  plus  depreciation,  less  neces- 
sary capital  spending  and  increases  in  work- 
ing capital.  A  high-tech  company  may  have 
marvelous  profits  vet  have  little  in  the  way  of 
free  cash  flow.  IBM  didn't  have  much  in  the 
way  office  cash  flow  35  years  ago,  when  it 
was  making  a  big  bet  on  the  360  mainframe 
system.  Eventually,  however,  that  main- 
frame business  did  generate  the  cash  for  big 
dividend  payments. 

What's  wrong  with  this?  Nowadays  prod- 
uct cycles  are  much,  much  shorter  than  when 
ii'.M  was  developing  the  360  line.  In  semi- 
conductors (memory  chips  and  microproces- 
sors), the  cycles  last  as  little  as  two  or  three 
years.  That  makes  waiting  decades  for  a  cash 
dividend  problematic.  The  company  has  to 
pull  12  rabbits  out  of  the  hat  for  investors  to 
ever  get  paid. 

Back  to  duration.  This  concept  was  created 
to  explain  how  bond  prices  react  to  fluctations  in 
interest  rates.  A  bond's  duration  is  related  to 
its  maturity,  but  is  not  the  same  thing  as  maturi- 
ty. It  takes  into  account  not  only  the  repay- 
ment of  principal  at  maturity,  but  the  payment 
of  interest  coupons  in  the  meantime. 

A  30-year  bond  with  a  7%  coupon,  for 


example,  has  a  duration  of  about  1 1  years. 
You  plunk  down  $1,000  for  the  bond  today 
and  wait  on  average  1 1  years  for  that  value  to 
come  back  to  you  in  the  form  of  cash  pay- 
ments. Only  $131  of  the  $1,000  represents 
the  value  of  getting  your  principal  back  in 
2025.  The  rest  represents  the  value  of  being 
able  to  collect  semiannual  interest  checks  in 
the  meantime. 

How  can  a  stock  have  duration?  There's  no 
maturity  date,  to  be  sure.  But  there  are  cash 
payments — dividends  or  share  repurchases, 
that  is.  For  an  equity  investment,  duration  is  a 
measure  of  how  long  you  have  to  hold  your 
breath  for  your  cash  outlay  today  to  be  rewarded 
with  cash  tomorrow. 

Stocks  typically  have  longer  durations  than 
bonds,  since  a  stock's  "coupon"  payments  are 
small  (the  average  stock  yields  only  2.5%)  and 
stretch  from  here  to  eternity.  The  s&P  indus- 
trials, for  example,  viewed  as  a  single  stock, 
have  a  duration  of  just  over  38  years.  Eighty 
percent  of  the  intrinsic  value  of  these  400 
stocks  is  based  on  expected  free  cash  flows 
beyond  the  year  2000,  with  50%  still  to  be 
"earned"  after  2008. 

The  problem  with  valuing  technology 
stocks  is  that  their  cash  flows — as  IBM's  were- 
the  high-growth  years  are  almost  entirely 
needed  to  finance  capital  spending  and  increasij 
working  capital.  With  pavday  so  far  off,  a  lot  oil 
things  can  go  wrong — recessions,  managemeni| 
mistakes,  dilution,  overcapacity,  competition 
or  a  guy  with  a  better  mousetrap.  It  is  this 
intrinsic  value  risk,  not  market  volatility,  in- 
vestors should  focus  on. 

Based  on  our  analysis,  for  example,  Intel 
will  have  negative  free  cash  flows  for  the  next  fivj 
years.  More  than  half  of  Intel's  intrinsic  value 
is  based  on  free  cash  flows  beyond  2010.  Buyind 
Intel  at  current  prices  is  betting  that  it  will  stilll 
be  on  top  of  the  heap  when  that  day  comes — 1 1 
years  into  the  future. 

Investors  should  focus  on 
intrinsic  value  risk,  not  on 
market  volatility.  This  is  why 
technology  stocks  are  so  risky. 


The  real  issue,  of  course,  is  to  focus  on 
companies  with  strong  cash  flows  and  estab- 
lished franchises  that  will  give  them  staying 
power,  because  most  of  their  value  resides  in 
that  staying  power,  not  in  their  present  suc- 
cess. Unfortunately,  even  the  best  franchises 
have  their  vulnerabilities.  However,  software 
companies  are  better  bets  than  the  hardware 
makers.  (For  another  argument  against  payinj 
high  prices  for  tech  stocks,  see  p.  206. )  M 


230 


Forbes  ■  September  25,  19? 


chera     Ranch   


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
ere,  high  in  the  Southern  Rockies  of 
ioiorado. You're  in  the  midst  of  250  magnifi- 
ent  square  miles  known  as  Forbes  Trinchera- 
e  perfect  getaway  from  the  stresses  of  the 
orporate  world. 

Your  accommodations,  which  include  an 
Kperienced  professional  staff  of  fifty,  fit  per- 
^tly  into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
r.  Lofty  peaks  scrape  the  blue  Colorado  sky- 
ie  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
el  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


Ft. 


, 


The  best 
of  the  best 


Which  are  the  finest  hotels  and  resorts 
in  the  world?  The  most  intimate  ones? 


This  year  the  2,600  respondents  to 
the  Hideaway  Report  survey  named 
the  Hotel  Bel-Air  in  Los  Angeles  the 
top  U.S.  city  hotel,  for  the  fourth  year 
in  a  row.  It  was  closely  followed  by 
Chicago's  Four  Seasons.  The  best 
U.S.  resort,  for  the  ninth  consecutive 
year,  was  the  Boulders,  in  Carefree, 


Ariz.,  followed  by  the  Greenbrier,  in 
White  Sulphur  Springs,  W.Va. 

Overseas,  the  Regent  in  Hong 
Kong  unseated  the  Oriental  in  Bang- 
kok as  the  number  one  city  hotel, 
while  the  top-rated  foreign  resort  was 
the  Hotel  San  Pietro  in  Positano, 
Italy.  The  Villa  d'Este,  in  Lake  Como, 


dropped  a  notch  to  second. 

Ifyou  are  looking  for  intimate  spot) 
to  escape  to — 30  rooms  or  fewer— A 
the  Inn  at  Little  Washington,  ill 
Washington,  Va.,  is  a  colonial  master  I 
piece  that  respondents  rated  the  besj 
in  the  U.S.  The  Point,  in  Upper  Sara| 
nac  Lake,  N.Y.,  came  in  second. 

The  best  small  resort  abroad  wal 
the  Amandari  in  Bali,  Indonesia,  foil 
lowed  by  Inverlochy  Castle,  Port  Wil| 
liam,  Scotland.  Buckland  Manor  if 
Buckland -near- Broadway,  Englanc] 
is  a  rising  star  that  rated  fourth. 

The  survey  participants  are  penpal 
tetic:  88%  ventured  outside  the  U.J| 
in  the  past  year.  And  successful:  Ovcl 
80%  answer  to  the  title  presidenf 
partner  or  owner. 

For  a  free  copy  of  the  Septembtl 
issue  of  the  Hideaway  Report,  witl 
complete  survey  results,  write  Box  5(1 
Sun  Vallev,  Idaho  83353,  or  fax  4 
862-3486.  -W.G.F. 


The  Meridian  Club,  at  Turks  &  Caicos  in  the  Bahamas 
There's  even  a  resident  dolphin  to  swim  with. 


Restaurant  of  the 
Hong  Kong  Regent 
Top-rated 
foreign 
city  hotel. 


op  20  U.S.  city  hotels 


1.  Hotel  Bel-Air  (Los  Angeles) 


Top  20  U.S.  resort  hotels 


310-472-1211:800-648-4097 


2.  Four  Seasons  (Chicago) 

3.  The  St.  Regis  (New  York) 

4.  Ritz-Carlton  (San  Francisco) 


1.  The  Boulders  (Carefree,  AZ) 


312-280-S 


1-332-3442 


602-488-9 


212-753-4500;  800-759-7550  7  3.  Ritz-Carlton  (Laguna  Miguel.  CA) 


10-553-1717       1 
2.  The  Greenbrier  (White  Sulphur  Springs,  WV)     304-536-1110;  800-624-6070       2 


415-296-7465;  800-241-3333 


212-758-5700 


5.  Four  Seasons  (New  York) 


6.  Mansion  on  Turtle  Creek  (Dallas)  214-559-2100 

7.  Ritz-Carlton  (Boston)  617-536-5700 


4.  Ritz-Carlton  (Naples,  FL) 


8.  Ritz-Carlton  (Chicago)  312-266-1000 

9.  Mandarin  Oriental  (San  Francisco)  415-885-0999 
).  Windsor  Court  (New  Orleans)                 504-523-6000 


I.  Ritz-Carlton  Buckhead  (Atlanta) 


404-237-2700 


The  Peninsula  (Beverly  Hills) 


Four  Seasons  (Boston) 


310-551-2888 


617-338-4400 


1-332-3442 


5.  The  Cloister  (Sea  Island,  GA) 


714-240-2000;  800-241-3333       3 
813-598-3300;  800-241-3333       9 


-527-5432 


3  6.  Ventana  (Big  Sur,  CA) 


1-241-3333         4 


1_  7.  The  Lodge  at  Koele  (Lanai,  I 


912-638-3611;  800-732-4752      5 
408-667-2331;  800-628-6500      6 


800-621-6906 


9 


:-565-7300;  800-321-4666 


i-622-C 


8.  Inn  at  Little  Washington  (Washington,  VA)     703-675-3800 


9.  Auberge  du  Soleil  (Rutherford,  CA)  707-963-1211; 


1-262-2662 


13 

1-348-5406       7 


10.  The  Point  (Upper  Saranac  Lake,  NY)  518-891-5674;  800-255-3530     10 


0-241-3333        13  lLMauna  Lani  Bay  (Kohala  Coast, 


800-462-7899        23  12.  Meadowood  (St.  Helena,  CA) 


I.  Four  Seasons  (Washington) 


'-332-3442        14  13.  The  Phoenician  (Scottsdale,  AZ) 


The  Carlyle  (New  York) 


202-342-0444;  800-332-3442        15  14.  The  Little  Nell  (Aspen,  CO) 


808-885-6622;  800-367-2323  4 
707-963-3646;  800-458-8080  12 
602-941-8200;  800-888-8234     16 


212-744-1600;  I 


I  The  Lowell  (New  York) 


212-838-1400;  I 


0-227-5737 
0-221-4444         20 


8  15.  Four  Seasons  (Maui, 


303-920-4600;  800-525-6200     19 


808-874-8 


The  Clift  (San  Francisco) 


415-775-4700;  800-652-5438 


11 


The  Mark  (New  York) 


L  The  Sherman  House  (San  Francisco)       415-563-3600;  800-424-5777 
Campton  Place  (San  Francisco) 


212-744-4300;  800-843-6275        19  18.  Blantyre  (Lenox,  I 


10-334-6284      18 

16.  Lodge  at  Pebble  Beach  (Pebble  Beach,  CA)    408-624-3811;  800-654-9300     11 

8-923-2311;  800-367-2343      17 


17.  Halekulani  (Honolulu, 


413-637-3556 


24  19.  Post  Ranch  Inn  (Big  Sur,  CA) 


33 


e  at  right  indicates  last  year's  ranking 


September  25,  1995 


415-781-5555;  800-235-4300        16  20.  Twin  Farms  (Barnard,  VT) 


408-667-2200;  800-527-2200     14 


802-234-9999;  800-894-6327 


Figure  at  right  indicates  last  year's  ranking.    'Hotel  was  not  among  top  50  last  year 
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Top  20  foreign  city  hotels 

1.  The  Regent  (Hong  Kong) 

2721-1211:800-545-4000 

2 

2.  The  Oriental  (Bangkok) 

2-236-0400;  800-526-6566 

1 

3.  Hotel  Ritz  (Pans) 

1-4316-3030;  800-223-6800 

3 

4.  The  Peninsula  (Hong  Kong) 

2366-6251;  800-323-7500 

7 

5.  Le  Bristol  (Pans) 

1-4266-9145:  800-223-6800 

5 

6.  The  Connaught  (London) 

171-499-7070:800-223-6800 

4 

7.  The  Stafford  (London) 

171-493-0111 

6 

8.  Mandarin  Oriental  (Hong  Kong) 

2522-0111:800-526-6566 

9 

9.  Hotel  Cipriani  (Venice) 

41-520-7744;  800-237-1236 

10 

10.  Claridge's  (London) 

171-629-8860:800-637-2869 

8 

11.  The  Lanesborough  (London) 

171-259-5599:800-999-1828 

14 

12.  Hotel  de  Crillon  (Paris) 

1-4471-1500;  800-888-4747 

11 

13.  Hotel  Hassler  (Rome) 

6-678-2651:800-223-6800 

12 

14.  The  Dorchester  (London) 

171-629-8888:800-727-9820 

15 

15.  Plaza  Athenee  (Paris) 

1-4723-7833;  800-225-5843 

13 

16.  Raffles  (Singapore) 

337-1886;  800-232-1886 

20 

17.  Four  Seasons  (London) 

171-499-0888:800-332-3442 

18 

18.  Four  Seasons  (Milan) 

2-77088;  800-332-3442 

27 

19.  The  Berkeley  (London) 

171-235-6000:800-637-2869 

16 

20.  Hotel  San  Regis  (Pans) 

1-4495-1616;  800-457-4000 

>: 

Figure  at  right  indicates  last  year's  ranking. 

The  Inn  at  Little  Washington,  in  Virginia 
Voted  best  country  house  hotel  in  the  U.S. 
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Top  20  foreign  resort  hotels 


1.  Hotel  San  Pietro  (Positano.  Italy) 


9-875454;  800-223-9832 


2.  Villa  d'Este  (Lake  Como.  Italy) 


31-3481;  800-223- 


3.  Amanpuri  (Phuket  Island.  Thailand) 


76-324333; 800-421-1490 


4.  Amandari  (Bali,  Indonesia) 


361-975333;  800-421-1490 


5.  Four  Seasons  (Nevis) 


-469-111 


6.  Little  Dix  Bay  (British  Virgin  Islands) 


9-495-5555 


7.  CapJuluca  (Anguilla) 


'-497-6666 


8.  Jumby  Bay  Island  (Antigua) 


-332-3442 


-928-, 


-323-0139 


809-462-6000;  800-421-9016 


9.  Inverlochy  Castle  (Ft.  William.  Scotland)    1397-702177;  tax  1397-702953 


10.  Chewton  Glen  (New  Milton,  England ) 


1425-275341; 


-344-5087 


11.  Boyer"LesCrayeres"  (Reims,  France)     26 


:  fax  26-826552 


12. 

Buckland  Manor  (Buckland,  England) 

1386-852626;  tax  1386-853557 

13. 

Grand  Hotel  du  Cap  Ferrat  (France) 

93-765050;  800-225-4255 

14. 

Gleneagles  (Auchterarder,  Scotland) 

17646-62231;  800-223-6800 

15. 

Four  Seasons  (Bali.  Indonesia) 

361-701010;  800-332-3442 

16. 

Hayman  Island  (Australia) 

79-401234;  800-223-6800 

17. 

Cliveden  (Taplow,  England) 

1628-668561;  800-223-6800 

18. 

Hotel  Bora  Bora  (French  Polynesia) 

689-604460;  800-421-1490 

19. 

Chateau  Saint-Martin  (Vence,  France) 

93-580202;  fax  93-240891 

20. 

Hotel  Splendido  (Portofino,  Italy) 

185-269551; fax  185-269614 

Figurf 

i  at  right  indicates  last  year's  ranking. 

Top  hotels 

City 

in  major  c 

Hotel 

ities 

City 

H 

Amsterdam 

Amstel  Hotel 

Milan 

Four  Sea 

Atlanta 

Ritz-Carlton  Buckhead 

Munich 

Hotel  R; 

Bangkok 

The  Oriental 

New  Orleans 

Windsor  ( 

Beverly  Hills 

The  Peninsula 

New  York 

The  St.  F 

Boston 

Ritz-Carlton 

Paris 

Hotel 

Chicago 

Four  Seasons 

Philadelphia 

Four  Sea 

Dallas 

Mansion  on  Turtle  Creek 

Rome 

Hotel  Ha 

Florence 

Grand  Hotel 

San  Francisco 

Ritz-Ca 

Geneva 

Beau  Rivage 

Seattle 

Four  Seasons  Oly 

Hamburg 

Vier  Jahreszeiten 

Singapore 

R; 

Hong  Kong 

The  Regent 

Sydney 

The  Ri 

Houston 

Ritz-Carlton 

Tokyo 

Four  Se< 

Lisbon 

Hotel  da  Lapa 

Toronto 

Four  Se< 

London 

The  Connaught 

Vancouver 

Four  Se( 

Los  Angeles 

Hotel  Bel-Air 

Venice 

Hotel  Ci| 

Madrid 

The  Ritz 

Vienna 

Hotel  Im 

Melbourne 

Grand  Hyatt 

Washington 

Four  Se; 

Mexico  City 

Four  Seasons 

Zurich 

Baura 
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1-800-32-SMART. 

I  Ring  us  up  and  learn  how 

to  keep  new  Oldsmohile 

payments  up  to  30%  lower 

than  a  bank  loan. 


AURORA  BY  OLDSMOBILE 

SmartLease®  by  GMAC  won't  keep  you  hanging.  With  SmartLease 
you  can  get  monthly  payments  that  are  typically  30%  lower  than  if  you  buy  a 
vehicle  with  a  bank  auto  loan.  You  can  also  afford  more  GM  car  or  truck  for  the 
money.  For  more  information  about  SmartLease,  see  your  GM  dealer  or 
call  1-800-32-SMART.  It's  the  answer  to  lower  monthly  payments  on  a  new  GM 
car  or  truck. 


SMARTLEASE 


byGMAC 


! 


Chevrolet   •   Geo   •   Pontiac   •   Oldsmobile   •   Buick   •   Cadillac   •   GMC  Truck 

©1995  GMAC.  All  Rights  Reserved.  Based  on  a  Bank  Rate  Monitor  survey  of  the  five  largest  banks  in  the  25  largest  metropolitan  areas 
comparing  the  payments  on  a  typical  $20,000  bank  loan  versus  the  average  payments  on  a  SmartLease  contract  of  similar  length  for  a 
$20,000  vehicle.  Of  course  with  a  purchase,  the  buyer  owns  the  vehicle.  At  the  end  of  a  SmartLease  contract,  the  lessee  can  return  the  vehicle 
or  exercise  their  purchase  option. 


■■JW.IiMHJ* 


Top  10  U.S.  country  house  hotels 

1.  Inn  at  Little  Washington  (Washington,  VA) 

703-675-3800 

2.  The  Point  (Upper  Saranac  Lake,  NY) 

518-891-5674;  800-255-3530 

3.  Blantyre  (Lenox,  MA) 

413-637-3556 

4.  Twin  Farms  (Barnard,  VT) 

802-234-9999;  800-894-6327 

5.  Mayflower  Inn  (Washington,  CT) 

203-868-9466 

6.  Inn  at  Blackberry  Farm  (Walland,  TN) 

615-984-9850;  800-862-7610 

7.  Inn  at  Sawmill  Farm  (West  Dover,  VT) 

802-464-8131 

8.  Triple  Creek  (Darby,  MT) 

406-821-4664 

9.  Timberhill  Ranch  (Cazadero,  CA) 

707-847-3258 

10.  Little  Palm  Island  (Little  Torch  Key,  FL) 

305-872-2524;  800-343-8567 

Top  10  foreign  country  house  hotels 


1.  Amandari  (Bah,  Indonesia) 


361-975333;  800-421-1490 


2.  Inverlochy  Castle  (Ft.  William,  Scotland) 


1397-702177; fax  1397-70295: 


3.  Boyer  "Les  Crayeres"  (Reims,  France) 


26-828080;  fax  26-826552 


4.  Buckland  Manor  (Buckland,  England) 


1386-852626; fax  1386-85355 


5.  Gravetye  Manor  (East  Grinstead,  England) 


1342-810567; fax 1342-810081 


6.  Gidleigh  Park  (Chagford,  England) 


1647-432367; fax  1647-43257 


7.  Le  Manoir  aux  Quat'  Saisons  (England) 


1844-278881; fax  1844-27884 


8.  The  Wakaya  Club  (Fiji  Islands) 


440128; 


-3454 


9.  The  Meridian  Club  (Turks  &  Caicos) 


-946-5128;  800-331-9154 


10.  Huka  Lodge  (Taupo,  New  Zealand) 


7-378-5791;  fax  7-378-0427 


Country  house  hotels  have  30  rooms  or  less. 


Country  house  hotels  have  30  rooms  or  less. 


Buckland  Manor,  in  rural  England 

A  rising  star  among  foreign  country  house  hotels. 
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1BD      DEGREES      DF     SEPARATION 


INTRODUCING     L'ESPACE     SERVICE 


What  separates  sleep  from  sleep- 
lessness, comfort  from   crowding, 
Air  France  from  other  airlines?  In  a 
word,  space.  In  our  new  L'Espace  180  and  L'Espace  127  classes, 
the  space  to  indulge  yourself  is  in  great  supply.  L'Espace  180  boasts 
the  only  airline  seat  that  reclines  a  full  180  degrees.  (Flat,  as  in  bed.) 
Add  the  comfort  of  a  down  comforter  and  pillow,  a  built-in  video 
entertainment  system,  gourmet  cuisine  and  fine  wines,  and  your  seat 
suddenly  becomes  your  quarters.  For  business,  L'Espace  127  offers 
the  generous  amenities  of  our  premium  class  in  a  seat  perfecdy  angled 
for  complete  muscle  relaxation.  For  a  measurably  different  experience, 
111  your  travel  professional  or  Air  France  at  1-800-AF-PARIS. 
Irstandably,  nothing  else  comes  close. 


*-JWS 


Staged  introduction  of  L'Espace  service  begins  Srptembcr,  1995. 
L'Espace,  L'Espace  180  and  L'Espace  127  arc  service  marks  of  Air  France  ©  Air  France  1995 


PERSONAL  AFFAIRS 


Luxury, 
slightly  used 

Luxury  car  leasing  took  off  a  few  years  ago,  with  the 
result  that  a  lot  of  very  nice  metal  is  now  sitting  on  dealers' 
lots— at  attractive  prices  and  with  new  warranties. 


By  Alexandra  Alger 

Thinking  about  adding  a  luxury  car 
to  the  family  fleet?  Gird  for  sticker 
shock:  $32,000  to  565,000  for  1996 
luxury  models,  or  $450  to  S850  per 
month  for  a  36-month  lease. 

If  that's  beyond  your  budget,  yon 
might  want  to  consider  "pre-owned" 
luxury  wheels  at  up  to  40%  less.  The 
dealer  will  even  throw    in  an  extra 


warranty  on  it. 

Dealers  of  cars  like  Acura,  Audi, 
BMW,  Cadillac,  Infiniti,  Jaguar,  Lexus 
and  Mercedes-Benz  are  rilling  their 
lots  with  pre-owned  cars  of  their  own 
brand.  They  are  less  likely  to  whole- 
sale them  to  independent  used-car 
dealers. 

Why?  Three  good  reasons.   First, 


once  customers  get  used  to  the  cornl 
fort  and  feel  of  luxury  cars,  they  ofte 
step  up  and  buy  or  lease  brand-ne^ 
ones  the  next  time  around. 

Second,  there  is  real  money  to  b 
made  in  retailing  the  cars  then 
selves — especially  since  the  auto  mar 
ufacturers  subsidize  the  addition, 
warranties. 

Third,  an  unusual  number  of  use 
luxury  cars  are  now  coming  to  marke 
It  is  critical  to  both  manufacturers  an 
dealers  to  control  their  resale  (or  n 
lease)  so  prices  don't  nose-dive. 
used-car  prices  drop,  new-car  sal 
suffer.  Especially  on  leased  cars,  sine 
leasing  charges  are  based  on  resa 
value.  And  most  luxury  cars — abo> 
60%— are  leased. 

"The  glut  of  off-lease  cars  is  ]u 
beginning,  and  it  will  continue,"  sa 
Ashly  Knapp,  head  analyst  of  Seattl 
based  AutoAdvisor,  an  automoti' 
consulting  and  car-buying  service. 

In  the  last  two  years  the  number 
luxury  cars  coming  off  lease  has  shi  ^ 

——^^—^^—       LEFT: 

Used 

93  Cadillac 
Seville  SLS  goes 
for  about 
$28,000. 

BELOW: 

Lexus  LS  400, 
'93  vintage, 
runs  $38,500. 
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What  a  difference  a  few  years  make 


Car 


Buy 
1996 


Lease* 
(per  month) 


Buy 
1993 


Acura  RL/Legend  LS 

Audi  A6/100S 
\   BMW740i 
I  Cadillac  Seville  SLS 


1  Infiniti  Q45 

]  Jaguar XJ6 
Lexus  LS  400 
Mercedes-Benz  E320/300E 


40.000t 

$500 

32.300 

450 

65,300t 

850 

42,995 

515 

53.520 

6001 

54,000t 

800 

53,700t 

715 

45.400f 

610 

$27,975 
21,300 
38,200 
25,375 


Life  after 
leasing: 
Pre-owned 
luxury  cars  can 
be  good  buys 
these  days. 


30.0252 
32.775 
35,950 
34,6252 


I 


*1995  prices,  for  36-month  leases,  with  no  down  payment.  Expect  slight  increases  for 
1996  models,  t  Road  &  Track  estimates.  138-month  lease.  Currently  in  short  supply. 
Sources:  Auto  companies:  dealers:  National  Automobile  Association's  Official  Used  Car 
Guide.  Eastern  Edition,  August  1995. 


■:■ 


a  p  50%,  to  about  300,000  this  vear, 

j  id  should  top  700,000  in  1997  be- 

ri  «re  slowing,  according  to  c.wv  Mar- 

t  Research.  With  leases  it's  the  car- 

lakers  that  "are  on  the  hook  for 

lose    cars,    and    they    have    to   sell 

lem,"  says  Peter  Moore,  manager  of 

;ed  cars  and  sales  support  for  BMW  of 

orth  America. 

Forbks  shopped  eight  luxury  car 
odels  and  found  that  base  prices  for 
>93  models  were  25%  to  45%  lower 
an  new-model  sticker  prices  (see 
ble).  Especially  good  deals  can  be 
don  1993  Infiniti  Q45s  and  Jaguar 
6s.  Infinitis  don't  have  the  luxury 
age  of  Lexus  yet;  Jags  are  plagued 
i  the  memory  of  bad  electrical  sys- 
Tis,  a  fault  long  since  corrected. 


<N 


The  prices  listed  are  approximate. 
Before  shopping,  check  local  classi- 
fieds, and  also  the  Consumer  Reports 
Used  Car  Buying  Guide  ($8.99). 

Of  course,  luxury  car  dealers  will 
doubtless  ask  more  than  the  "book 
price,"  since  the  cars  they  sell  usually 
include  warranties,  which  until  now- 
had  been  unusual  with  used  cars. 

Good  warranty  coverage  can  go  a 
long  way  toward  easing  the  anxiety  of 
buving  a  used  car — especially  one  that 
was  leased.  Even  to  be  eligible  for 
warrant)'  coverage,  the  cars  have  to 
meet  limits  on  age  (typically  no  more 
than  five  years)  and  mileage  (75,000 
miles  or  less).  Dealers  decide  if  cars  are 
eligible  for  the  program,  and  if  so, 
have  them  reconditioned  according 
to  the  manufacturers'  checklists. 

What  is  covered?  Typically,  major 
components,  including  all  internally 
lubricated  parts  of  the  engine  and 
transmission,  as  well  as  some  suspen- 
sion and  electrical  components. 
Wear-and-tear  items  like  brake  pads, 
tires,  upholstery  or  squeaks  and  rat- 
tles— tilings  that  an  original  warranty 
will  cover  for  at  least  the  first  year — 
are  not  covered  under  a  used-car  poli- 
cy. Nor  are  seals,  gaskets  and  hoses — 
parts  that  can  lead  to  serious  engine 
trouble  if  they  fail  and  aren't  tended 
to  quickly.  Moral:  If  you  buy  a  used 
beauty,  don't  neglect  maintenance. 

The  length  of  the  warranties  varies. 
Many  cover  one  year  or  12,000  miles 
beyond  any  unexpired  factory  guar- 
antee. Cadillac,  Lexus  and  Infiniti 
offer  the  longest  warranties,  two  years 
or  20,000  miles  beyond  their  original, 
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four-year/50, 000-mile  coverage  (In- 
finiti covers  60,000  miles).  Acura  is 
experimenting  with  a  warranty  pro- 
gram in  Minneapolis,  Atlanta  and  St. 
Louis,  and  plans  to  take  it  national 
next  spring. 

As  additional  sweeteners,  many 
dealers  also  provide  the  24-hour 
roadside  service  that  comes  with  new 
luxury  cars,  some  for  the  entire  time 
you  own  the  car  (Cadillac,  Mercedes- 
Benz)  or  for  a  limited  period,  often 
the  term  of  the  used-car  warranty 
(Infiniti,  Jaguar,  Lexus). 

A  few  things  to  keep  in  mind: 

■  Consider  lower-mileage  cars  that 
are  at  most  three  years  old.  That  way 
you  have  at  least  one  year  on  the 
original  warranty  ( most  last  four  years 
or  50,000  miles),  as  well  as  the  more 
limited,  used-car  coverage.  The  1993 
cars  are  now  probably  the  best  buys. 
While  1992  cars  are  substantially 
cheaper,  the  1993s  are  safer  and  will 
hold  their  value  better,  since  dual 
airbags  became  standard  on  most  lux- 
ury cars  that  model  year. 

■  When  you've  decided  on  the  make 
you  want,  kick  tires  at  three  or  four 
dealers'  lots.  After  a  while  you  should 
begin  to  notice  some  patterns  of 
wear — the  crack  on  the  dashboard, 
for  instance,  that  appears  after  a  cer- 
tain number  of  years.  The  idea  is  to  be 
able  to  distinguish  reasonable  wear 
from  abuse.  Check  the  manufactur- 
er's label  imprinted  on  the  wind- 
shield. If  it's  different  from  the  label 
on  the  other  windows,  it  has  been 
replaced — possibly  because  of  a  seri- 
ous accident.  Take  a  pass. 

■  Warranty  or  no,  get  a  mechanic  to 
check  out  the  car.  If  the  dealer  balks, 
he's  got  something  to  hide. 

■  Bargain.  Manufacturers  and  dealers 
are  banking  on  the  idea  you  will  pay 
more  for  a  used  car  with  a  warranty 
than  for  one  without.  Fair  enough. 
But  that  doesn't  mean  the  quoted 
price  is  set  in  stone.  Remember,  deal- 
ers often  make  more  money  on  used 
cars  than  new  ones.  That's  partly  be- 
cause used-car  buyers  don't  negotiate 
as  hard  as  new-car  buyers. 

■  Beware  of  used-car  leases.  The 
monthly  charges  are  relatively  high, 
compared  with  leases  on  new  cars, 
which  are  often  subsidized.  If  you 
want  to  lease,  go  new.  Prices  are 
especially  sweet  right  now  on  "left- 
over" 1995  luxury  car  models.       ■§ 
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STAYING  HEALTHY 

Senior 
cybernauts 

Hint  to  retirees  isolated  by  physical  disabilities 
or  suffering  from  depression:  Get  wired. 


By  Michael  Noer 

Severe  arthritis  in  his  legs  has  left 
Samuel  Weissman,  76,  virtually  con- 
fined to  his  one-bedroom  apartment 
in  New  York  City,  but  the  retired 
exporter  has  a  lifeline  to  the  outside 
world.  Every  day  he  logs  onto  the 
Internet  and  spends  two  or  three 
hours  swapping  E-mail  with  friends  in 
Australia  and  England,  surfing  the 
World  Wide  Web  through  his  con- 
nection at  Fordham  University  and 
socializing  with  his  contemporaries  in 
the  on-line  Elders  Group  (for  more 
information,  E-mail  Patricia  David- 
son at  patd@chatback.demon.co.uk). 
Unable  to  travel  physically,  he  travels 
and  visits  with  his  mind. 

"The  network  is  better  than  [pain  ] 
medication,'"  savs  Weissman.  "I  am 
absorbed  for  hours  and  completely 
forget  myself." 


Although  the  elderlv  represent 
only  1%  of  all  Internet  users,  accord- 
ing to  O'Reilly  &  Associates  in  Sebas- 
topol,  Calif.,  the  number  of  elderly 
cybernauts  is  expanding  rapidly.  Se- 
niorNet  (http://\\^\w. seniornet.org 
or  800-747-6848),  a  nonprofit  orga- 
nization for  computer  users  over  55, 
estimates  that  computer  use  among 
the  elderlv  has  grown  by  15%  each 
year  since  1990. 

For  older  folks,  surfing  the  Internet 
is  more  than  a  hobbv;  it's  preventive 
medicine.  In  1993  West  Chester  Uni- 
versity near  Philadelphia  provided  14 
nursing  home  residents  between  the 
ages  of  59  and  89  with  computer 
training  and  access  to  the  on-line 
service  Prodigy.  They  used  it  to  send 
E-mail,  play  videogames  and  follow 
the  stock  market. 


On-line  fanatic 
Samuel  Weissman 
"I  am  absorbed 
for  hours 
and  completely 
forget  myself." 
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"I  had  no  idea  there  was  such  a 
wide,  wide  world  out  there,"  marvels 
one  participant,  76.  "I  was  able  tc 
share  my  recipes  and  find  out  what  the 
cheapest  VCR  was  without  leaving  the 
building.  This  is  the  first  time  in  si) 
years  that  I  have  felt  really  useful." 

Health  benefits  became  apparen 
almost  immediately.  West  Cheste: 
psychologist  Jasmin  McConatha  anc 
her  colleagues  found  that  after  si: 
months  on-line,  the  group  had  be 
come  significantly  less  depressed,  a 
measured  by  the  Geriatric  Depressior 
Scale.  The  mean  score  on  a  cognitivi 
ability  test  rose  14%. 

"If  you  have  Alzheimer's  disease, 
computers  can  help  you  by  simpl 
organizing  your  day  and  providini  ? 
memory  prompts,"  says  Alan  Bright  \ 
man,  manager  of  Apple  Computer''  >, 
Worldwide  Disability  Solutions  (800' 
776-2333).  "They  can  anticipat 
your  needs  and  alert  you  to  what  yo 
should  do  next.  Take  the  medicatio 
in  the  blue  bottle.  Call  Billy  and  lejjl 
him  know  you're  okay.'  The  compul 
er  can  even  do  it  by  voice." 

OutSpoken,  a  text-to-speech  sofi 
ware  package  from  Berkeley  System! 
(510-883-6280     or     http://accesi » 
berksys.com)    will    allow   your   Mai 
($495)  or  PC  ($595)  to  speak  to  yoi' 
The  PC   version,   however,   also  r< 
quires  a  speech  synthesizer.  Dectalk, 
synthesizer  from  Digital  Equipmen 
will    set    you    back    an    addition 
SI,  195. 

Going  on-line  also  gives  the  elder 
and  ill  easy  access  to  support  group 
Shut-ins  can  learn  more  about  the 
medication,  swap  medical  horn 
stories  and  join  on-line  suppo- 
groups.  James  (Whit)  GabersonJ 
geriatric  social  worker  in  Newtoii 
Mass.,  says  one  of  his  patients  in 
nursing  home  was  being  offered  t 
experimental  drug  Betaseron  for 
multiple,  sclerosis. 

"He  couldn't  decide  whether 
not  to  take  the  drug,"  says  Gaberst* 
"It  was  so  new  that  there  wasn't  mu 
written  about  it.  Luckily,  I  was  ab| 
find  a  group  on  the  Internet  devi 
to  MS.  Witliin  a  couple  of  days  I 
gotten    enough    information    fr 
doctors  and  people  who  had  tried 
drug  themselves  that  he  was  abl 
make  an  informed  decision."  Wa; 
of  potential   side   effects,   inclu 
nausea,  diarrhea  and  depression 
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person's  patient  declined  the  drug. 

And  computers  are  becoming 
more  elder-friendly.  You  don't  need 
a  lot  of  dexterity  anymore  to  down- 
load information.  Point -and-click 
overlays  tor  the  Internet,  like  Net- 
scape, have  put  considerable  comput- 
ing power  into  the  hands  of  anyone 
who  can  aim  a  mouse. 

And  computer  classes  for  the  elder- 
ly are  becoming  more  common.  Se- 
niorXet,  for  example,  offers  its  mem- 
bers free  classes  in  basic  Internet  skills 
at  75  computing  centers  situated  pri- 
marily in  senior  centers  and  schools. 
Membership  dues  are  S25  a  vear  plus 
1  one-time  S10  fee.  SeniorNet  also 
)tfers  access  to  SeniorNet  Online, 
ivailable  through  America  Online, 
ind  the  Microsoft  Network  for  be- 
vveen  S5  and  S20  a  month,  depend- 
ng  on  the  level  of  service. 

Says  John  Davidson,  70,  a  volun- 
ier  at  SeniorNet's  Puget  Sound 
>ranch  in  Bellevue,  Wash.'s  Phantom 
.ake  Elementary  School:  "Before 
traphical  interfaces  I  was  teaching 
pniors  Unix,'1  the  abstruse  operating 
stem.  "A  lot  of  my  students  just 
Iren't  staying  with  it.  But  almost 
yone  can  point  and  click." 
You  don't  even  need  to  use  a 
ouse  to  get  on-line.  Voice  recogni- 
n,  braille  keyboards,  speaking 
mputers  and  large-scale  type  en- 
le  people  who  are  severely  arthritic 
even  blind  to  join  the  Internet, 
pie's  Brightman  recalls  a  Macin- 
sh  computer  modified  so  that  a 
adriplegic  could  operate  it  by 
nking  his  eyelids. 

The   Seniors  Computer  Informa- 

n       Project      (http://www.crm. 

ca/scip/),  contains  a  wealth  of 

;al,  housing,  medical  and  lecreation 

brmation  of  interest  to  older  peo- 

The  site,  which  is  funded  by  the 

nadian  government,  has  dozens  of 

s  to  other  Internet  sites  of  interest 

elders.  The  U.S.  government  also 

intains  some  good  sites,  including 

Senate  Special  Committee  on  Ag- 

(http://policy.net/capweb/ 

6e/SenateCom/AGING.tml), 

Social     Securitv     home     page 

://w  ww  .ssa.gov)  and  an  excel- 

'gopher,"  or  information  ferret, 

bv  the  Administration  on  Aging 

her.os.dhhs.gov/DHHS— Re- 

'ces    by    Organization/Adminis- 

n  on  Aging).  Hi 
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You  could  pay 

3  times  as  much 

for  a  business-class 

teleconferencer. . . 


.  but  why?  Add  this  full-duplex 
speaker  to  your  telephone  to 
let  both  parties  speak,  without 
cutting  each  other  off.  Digital 

Signal  Processing  (found 
k   in  products  at  three  times 
the  price)  cuts  annoying 
"echo"  common  to  other 
amplifiers.  To  order,  or 
for  the  location  of  a  store 
near  you,  call: 


l-800-THE-SHACKs"' 

RadioShack 

You've  got  questions.   We've  got  answers.* 

Prices  apply  ai  participating  RadioShack  stores  and  dealers  Items  not  available  at  a  participating  store  can  be  special-ordered  (subject  to  availability)  at  the  advertised 
pnee  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sold  out  Independent  RadioShack  dealers  and  franchisees  may  not  be  participating  in  this  ad 
or  stock  or  special-order  every  item  advertised  Copies  of  applicable  warranties  are  available  upon  request  at  stores  for  inspection  before  sale,  or  by  writing  Customer 
Relations.  1400  One  Tandy  Center,  Fort  Worth,  TX  76102 


$14Q99 
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LEAVING  YOUR  JOB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Rowe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  your  retirement  money. 

We  help  you  know  all  your  options.  Our  up-to-date 
kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 

1-800-541-7853 


Invest  With  Confidence 

T.RoweRrice 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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COLLECTORS 


The  clockwork 
universe 


Clocks  are  endlessly  fascinating,  but  the  true  collector^ 
wants  more  than  just  a  pretty  face. 


By  Doris  Athineos 

A  great  clock  is  more  than  a  pretty 
face.  It's  the  guts  of  a  clock — the 
interior  wheels  and  gears — that  make 
the  real  collectors'  hearts  tick:  the 
intricate  meshing  of  the  gears,  the 
steady  beat  of  the  pendulum,  the 
wonder-inducing  evidence  of  applied 
mathematics.  Great  scientists  like 
Isaac  Newton  used  the  working  of 
clocks  as  an  analog  for  the  workings  of 
the  universe. 

Clock  dealer  Jonathan  Snellenburg 
of  A  La  Vieille  Russie  in 
New  York  says:  "German 
clockmakers  wanted  to  un- 
derstand how  the  universe 
moved  and  cut  [clock] 
wheels  to  mimic  the  mo- 
tion of  the  planets." 

Peter  Guggenheim,  a 
New  York  psychiatrist,  has 
fallen  under  the  spell.  He- 
keeps  more  than  150  Euro- 
pean clocks  wound  and 
ticking  in  his  town  house. 
His  collection  is  considered 
one  of  the  best  in  the  U.S. 
Guggenheim  doesn't 

merely  admire  his  clocks;  he 
delves  into  them.  "You 
have  to  clean  a  good  clock 
every  three  or  four  years,"  he  savs, 
adding  with  a  smile:  "I  take  out  the 
innards,  just  like  I  do  when  I  work 
with  patients." 

There's  history  here.  Bv  the  early 
14th  century  clocks  were  installed  in 
church  bell  towers  to  call  monks  to 
prayer.  Many  early  clocks  had  no 
hands,  which  would  have  been  useless 
to  illiterates.  The  clocks  spoke  with 
their  bells.  Huge  iron  weight-driven 
machines  were  fitted  into  Lowers,  and 
by  the  16th  century  many  European 
towns  had  tower  clocks.  Awareness  of 


time  was  changing  the  world. 

The  first  small  portable  clock, 
powered  by  a  spring,  was  created  by 
German  locksmith  Peter  Henlein 
about  1500.  Dutchman  Christiaan 
Huygens  was  the  first  to  use  pendu- 
lums, in  1656,  harnessing  natural 
forces  to  assure  much  greater  accuracy. 
After  Huygens  the  best  clocks  lost  only 
a  few  ticks  per  week  and  could  run  up 
to  a  year  without  being  wound. 

One  of  Guggenheim's  favorite 
pieces  is  a  1 7th-century  figure  clock  of 
Bacchus  bv  German  master  Conrad 


m 


Kreitzer.  When  the  clock  strikes,  the 
god  of  wine  lifts  a  flask  to  his  lips  and 
opens  his  mouth.  Another  is  a  16th- 
century  bronze  table  clock  by  Nico 
laus  Schmidt  that  is  shaped  like  . 
tower  and  strikes  a  tower  bell  even'  1 5 
minutes.  His  oldest  piece,  a  435-vcar 
old  circular  bronze  table  clock,  trace; 
solar  and  lunar  movements. 

Rare  German  Renaissance  clock; 
don't  often  come  up  at  auction,  but 
when  they  do,  can  fetch  up  to  $1 
million.  "The  vast  majority  are  ir 
museums  and  they're  not  likely  tc 
come  out  of  private  collections,"  say;. 
Christie's  clock  specialist  Ben  Wright 
If  you're  lucky  enough  to  find  ; 
very  old  clock,  you'll  probably  fine 
that  it  has  been  updated  over  tin 
centuries  to  make  it  more  accurate 
But  such  updating  decreases  value 
"If  you  have  a  German  Renaissance 
clock  that's  missing  its  original  move 
ment,  it's  worth  one-twentieth  th 
price  of  an  original,"  says  Wright 
"The  technical  qualities  can  be  the  bii 
that  sells  it  most." 

No  problem  for  Guggenheim.  A 
13  he  repaired  his  grand 
father's  1810  automato: 
longcase  (it  plays  a  ne\ 
song  each  hour)  air 
worked  a  summer  at  Rule 
va's  watch  factory.  While  : 
Cornell,  he  opened  a  watc 
repair  shop.  "It  kept  me  i 
pocket  money  for  fd 
years,"  he  recalls.  He  hi 
been  haunting  auction* 
antique  shops,  dealers  an 
estate  sales  ever  since. 

At  one  estate  auction 
East  69th  Street  in  the  li 
1960s,  Guggenhe 

sleuthed  out  the  housef. 
only  clock.  Covered  I 
dust,  it  sat  on  the  firepla^ 
mantel  in  the  maid's  room.  GuggJ 
heim  peeked  inside  and  saw  that 
guts  were  authentic.  A  Dutch  d 
pushed  the  price  to  four  figures, 
was  interested  in  the  painting  o: 
dial,"  recalls  Guggenheim.  Gugg 
heim  hung  in  and  won  the  bid. 
The  dealer  later  told  him 
Dutch  17th-century  artist  Con 
van  Poelenburg  ( 1 595- 1 667 )  painj 
the  dial.  "We  dated  the  clock  to  abfl 
1065  by  the  painting,  which  I  did! 
know  about  when  I  bought  it,"H^ 
Guggenheim.  It  turned  out  to  he  on|ji 


242 


Forbes  ■  September  25,  1? 


September  25,  1995 


of  the  first  pendulum  clocks  known 
and  was  made  by  a  student  of  Huy- 
gens.  It's  worth  in  the  six  figures. 

When      Parke-Bernet     auctioned 
Walter   P.    Chrysler's    collection    in 
I960,  Guggenheim  paid  $4,200  for 
an  8 -foot-high  mulberry  longcase  by 
English  clockmaker  Thomas  Tompi'- 
on   (1638-1713).  Today  it's  worth 
about    $225,000.    Tompion    made 
only  about  580  clocks;  this  one  is 
numbered  223  and  dates  to  1690. 
Tompion's  design  standards  pushed 
English  clockmaking  to  the  forefront. 
A  bracket  clock  by  Tompion  sold  for 
$1  million  in  London  in  1991. 

If  you  don't  have  millions  to  spend 
and  want  to  try  your  hand,  start  with  a 
handsome  late  Georgian  bracket 
clock  made  by  a  clockmaker  from 
outside  London.  Regency  furniture 
styles  are  reflected  in  the 'mahogany 
and  rosewood  cases.  Nineteenth-cen- 
tury bracket  clocks  can  be  had  for 
under  $5,000.  Supply  is  plentiful,  but 
don't  expect  rapid  appreciation. 

Old  mass-produced  American 
clocks  are  even  cheaper.  Connecticut 
clockmaker  Chauncey  Jerome  turned 
them  out  by  the  thousands  in  the 
1840s  and  brought  the  price  down  to 
levels  where  even  farmers  could  afford 
them.  They  can  still  be  found  for 
under  $500.  These,  too,  are  pieces  of 
history:  Though  often  rather  crude, 
they  were  the  first  fruits  of  the  mass 
production  made  possible  by  the  in- 
terchangeability  of  parts. 

For  reading  on  clocks,  start  with 
Old  Clocks  and   Watches  and  their 
Makers  by  F.J.  Britten  (E.P.  Dutton 
&  Co.,  out  of  print,  but  in  many 
libraries).    Some    of  Guggenheim's 
pieces  are  pictured.  Also  try  David 
Landes'  Revolution  in  Time:  Clocks 
and  the  Making  of  the  Modern  World 
(Harvard  University  Press,  $12.95). 
The  National  Association  of  Watch  & 
Clock    Collectors    (717-684-8261) 
gives  repair  tips  in  its  bimonthly  bulle- 
tin, as  well  as  lots  of  clock  and  watch 
history,  nawcc  maintains  a  fascinat- 
ing museum  in  Columbia,  Pa. 

Christie's  and  Sotheby's  clock  auc- 
tions take  place  in  London  where  the 
trading  is  brisk,  but  sometimes  sleep- 
ers can  be  found  in  European  and 
English  furniture  auctions  in  New 
York.  Chris  Jussel  (914-666-6010) 
and  Jonathan  Snellenburg  (212-752- 
1 727)  are  clock  dealers.  h 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


Receive  Value  Line 
for  only  ^SC  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 

recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  for>65  $55.  Available  only  once  every  three  years  to 

any  household.   SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS. 

Third  Edition  (retail  price.  $10.95)— 537  pages  filled  with  over  3.000 

definitions  of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and 

more.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may  be 

tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along 

with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  316E25)  American  Express,  MasterCard  or  Visa.  24  hours  aday. 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request 

The  Value  Line  Investment  Survey* 

PO  Box  3988  New  York. 
NY  10008-3988 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Siawtirf   Call/Write  for  FREE  KIT: 
Crtsrry       P-O.Box4B4-fb 
rSr  *   Wilmington,  DE  19899 
\    htd  800-321-CORP  •  302-652-6532 


MUTUAL  FUNDS 


MUTUAL  FUND  INVESTORS 


Nervous  about  the  market? 

High  returns  in  rising  or  falling 
markets.  Low  risk.  Managed 
individual,  retirement,  corporate 
accounts.  SIMA,  RO.  Box  9372 
Pensacola,  Fla.  32513,  or  call 


1-800-592-3624      FAX  904  433-4517 


S  OVER  ONE  BILLIONS!  BUS|NESS  OPPORTUNITIES 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  lo  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sail 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


BUSINESS  FINANCING 


SPEAK  AND 
GROW  RICH 

Speaker/Facilitator  Opportunities 

—  Proven  Seminar  System  — 

Complete  Training  and  Support 

(416)798-2295 


IMMEDIATE  CASH 

FOR  YOUR  RECEIVABLES 

We  provide  quick  &  convenient  funding 

to  companies  who  need  capital 

to  expand  their  businesses. 

CASH  AVAILABLE  NOW 

Prime  Capital  Corporation 
Tel  407-684-6100  •  Fax  407-584-6175 


CPA's  Free  Book  Reveals: 


""How  To  Buy  Or  Start 

Any  Kind  of  Business  With 

Absolutely  None 

of  Your  Own  Cash." 

Complimentary  copy  to  serious  parties. 
Call  800-352-9400  or  (702)  384-0700. 


"THE  TAX  EXILE  REPORT" 

b\  Marshall  Lartger 
Discover  how  you  can  become  a  suc- 
cessful legal  Tax  Exile.  Also,  learn 
the  secrets  of  dual  nationality  and 
escape  confiscatory  taxes. 

FREE  BROCHURE  AND 

PRIVACY  NEWSLETTER 

Scope,  Box  4950.  Forestside  House, 

Forestside.  P0  9  6EE.UK 

Tel:  +44(0)1705  631468  Fax:  +44(0)1705  1777 


EDUCATIONAL  SERVICI 


Approved  Self  Paced  Home  J 
Associate  Bachelors  Masters  I 

Business  Admin.  Public  Admin 

Care  Admin,  Human  Resources,  I 

International  Business,  Tech  Mar 

Paralegal,  Psychology,  Call  for  b 

(800)  477-2254  (24  hrs) 

Southern  California  Univer 

for  Professional  Studies 

1 840  E.  1 7  St-F,  Santa  Ana,  CA 


ASSET  PROTECTION-MAX! 

Business  media  agree:  What 
every  American  needs  is  a  Trust. 
Maximum  benefits  require  offshore! 

$200  fee.  Commissions  for 
referrals.  Ruth  D.  Nielsen,  1204 
3rd  Ave.,  Ste.  241,  New  York,  NY 
10021.  Tel  212-479-8417; 

Fax  212-  288-0069. 


COLLEGE  DEGI 

bachelor's  ■  master's  ■  DOC 

For  Work.   Life  and  Academic  Exp 

Earn  your  degree  tl 
convenient  home 

(800)  423-3244  c 
Fax:    (310)  471-f 

send  detailed  resume  lor  fnft  i 

Pacific  Western  Univ» 

600  N.  Sepulveda  Blvd.,  Los  Angeles,  Cf 


PROTECT  YOUR  ASSETS 


You've  worked  hard  to  build  your 
wealth-now  make  sure  it's  protected! 
15  years  experience  with  asset  pro- 
tection, offshore  trusts  and  estate 
planning.  Call  today:  801-266-3117 


Merrill,  Scott  &  Associates 


FREEVIDEd 


EXTERNAL  DEGRE 

BA/BS  MS/MBA  PhD/J  | 
|  Credit  for  work. /life  exp.  •  Acer./ 
(800)  955-8879  (24  hn 

LaSalle  Universe 

Dept.  879,  ManrJerville,  LA  70471: 


M 
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guild  your  busine 

with  books  from  the  U.S.  Governn 


Whether  you're  interested  in  exporting,  selliii  „ 
to  the  Government,  accounting  and  taxation  ■  : 
patents  and  trademarks,  or  general  business  | 
you'll  find  the  best  the  Government  has  to 
offer  in  this  FREE  catalog  of  business  books 
available  for  sale  from  the  Superintendent  ol'  - 
Documents. 

For  your  FREE  catalog,  write  to: 
Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing— Stop  SM 
Washington,  DC  20401 
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REAL  ESTATE 


\  World  of  Books 
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uness  in  Asia  requires  cul- 
1  understanding.  For  in- 
rful  articles  and  reviews  of 
ent  cross-cultural  books 
nj,  ^deas,  there  is  one  source. 

uctory  subscription  rate  only  $36.00 

sw  Asia  Review 
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iy  Street.  Westport,  CT  06880 
(203)  222-9734 


FORBES  BINDERS 


5UR  COPIES  OF  FORBES 

i-made  cases 
3  protect  your  CASE 

bopies  from  dam- 
|  hold  about  half  a 

.  Made  from  re - 
I  oard  covered  with 
;  material  in 
shot-stamped 
inters  have 
ring  mechanism 
|ip-in  rods.  .     BINDER 

18.95  3-S24.95  6-S45.95 
(•$11.25  3-S31.85  6-S60.75 
Jesse  Jones  Industries.  Oept  95  F8. 
is  Ave..  Phila..  PA  19134.  Enclose 
ess  (no  P.O.  Box)  &  payment.  Add 
nit  for  P&H.  Outside  Continental 
no,  AK  &  HI)  $3.50  per  case/binder 
).  Pa.  residents  add  7%  sales  tax. 
orders  call  1-800-825-6690 
ease  allow  4  to  6  weeks  for  delivery. 
Si  Guaranteed. 


Colorado 

Mountain 

Ranch 

Just  24  miles  from  Mt.  Werner  Ski 
area  at  Steamboat  Springs  consist- 
ing of  1 8,000  ±  fee  owned  acres 
plus  adjoining  U.S.  Forest,  BLM 
and  Colorado  State  Leases  making 
a  good  cattle  operation.  Abundant 
reservoir  and  water  rights  supply- 
ing irrigation  for  the  meadows. 
Featuring  year  around  recreation. 
Lakes,  creeks,  and  streams  for  fish- 
ing; tree  cover,  mountain  views,  and 
secluded  areas.  Wildlife  consists 
of  elk,  deer,  antelope,  moose,  bear 
and  a  variety  of  bird  population. 
In  winter,  cross-country  skiing, 
and  snowmobiling  on  the  ranch  or 
downhill  skiing  close  by.  Priced  at 
just  over  $800  per  acre  this  ranch  is 
a  bargain  compared  to  other  land 
close  to  Colorado's  major  ski  areas. 

Offered  by 

Orr  Land  Company 

5040  Acoma  St.,  Denver,  CO  80216 
(303)  295-1313  •  FAX  (303)  295-1256 


MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 

-Any  quantity! - 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 
1-800-844-3100  or  FAX  502+338-9605 


:ORBES  MARKET/CLASSIFIED 


i 

jo  spotlight  your  specialty  product  or 
■vice  to  an  affluent  proven  responsive 

executive  audience: 
BFE,  CALL  OR  FAX:  LINDA  LOREN 

IORBES  MARKET/CLASSIFIED 
60  Fifth  Ave.,  N.Y.  N.Y.  10011 
(212)620-2440 
(212)  620-2472  (FAX) 


Prestigious  Nine  Bar  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located  Outside 
Houston,  Texas  •  Renowned  International  Reputation  •  Excellent  Highway  Frontage 
in  Houston's  Growth  Corridor  •  Meticulous  Attention  to  Detail  &  Amenities  •  Never 
Before  on  Market  •  Brochure  Available  •  Contact  Jennifer  L.H.  Myers 
Tel:  713*840*8853,  Tel:  713*870*8488,  Fax:  713*840*8854. 

A.L  Salley  Realty 
specializing  in  prestigious  farm  &  ranch  properties 


Obtain  Global 

Advantage  Through 

Innovation. 


"Knowledge  is 
power,  and  this 
book  supplies 
plenty  of  both 
commodities. " 

Byron  Sutton, 

President, 

World  Trade  Center 

Orlando 


Achieve  creative  problem  soaring 
and  innovation  as  never  before! 

404  pages/illust  •  $19.95  plus  shipping 
At  major  bookstores  or  call  to  order 

1-800-2-N-OVATE 

(1-800-266-8283) 


FRANCHISE  CONSULTING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

francofp 

Speciaists  <n  Franchise  Development       FB 

New  vofk.Criwoo*  Los  Angeles*  Naples  FL*MexcoC<ty*6ueno$A>res 


Forbes: 
Capitalist 

TooP 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  TT  models  ore  hand- 
crofted  from  solid  mahogany  with 
handpairtted  markings  and  details 

•  Oer  160  models"  in  stock 

•  PncedfroroS99.50 

•  Satisfaction  guaranteed 

Coll  1-800-950-9944 


PACIFIC 


waavsuAMKiuras 

OfRNt 


Scwvto!  *n»t  A2  82SC 


Bow    Tie 


Call  today  for  our  free 
full  color  catalog  which 
offers  over  70  how  ties 
made  of  the  finest  silks. 

1'800«BowKnot 


Antique  Wine  Company  of  Great  Britain 

Specialises  from  its  extensive  vintage  cellar  stock 
in  matching  exceptional  fine  wine  (Lafite  Roths- 
child, etc.)  to  anniversary  occasions  or  the  birth 
year  of  the  recipient.  Presented  in  an  engraved 
case,  the  bottle  from  the  relevant  year  comes  with 
an  original  'London  Times'  from  the  exact  day  of 
birth,  also  a  Vintage  report.  Delivery  Worldwide. 
Tel:  U.K.  (01827)  830707;  Fax:  (01827)  830539 
Toll  Free  Tel/Fax  U.S.  A.  1  800  827  7153 


REAL  ESTATE 


Most  spectacular  building  lot 
at  Sundance,  Utah.  Adjacent 
to  Sundance  Institute.  Unbe- 
lievable setting  and  privacy. 
Will  accommodate  extra-large 
home.  All  features.  $650,000.00 
Tel:  801-532-1991. 
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Burn  Fat 
KGetFit 

RELAX  INSTANTLY 

LOSE  YOUR 
LOVE  HANDLES 

GET  WHAT  YOU 
WANT  IN  BED 

THE  FASTEST  WAY  i 

TO  BUILD  MUSCLE 

WE  ATE  IT, 
WE  RATE  rr 

BesliWorsi 
Low-Fal  Foods 
FAST  FIXES  FOR 
•Sore  Knees 
■Bad  Habits 
•Grooming  Gafles 


ARTICLES  FOR  A  TELEVISION  ICON 


CAN  ANY  WOMAN  MEASURE  UP  TO  YOUR  MOM? 

-December  1994  issue 

LISTENING  TO  YOUR  INNER  CHILD 

-July  1994  issue 

WHAT'S  IN  A  NAME? 

-April  1994  issue 

PEAKING  TOO  EARLY 

-May  1993  issue 


Men's  Health  Magazine  is  the 
modern  man's  survival  guide,  filled 
with  tips  to  help  you  feel  better,  look 
better  and  perform  better. 

Call  now  for  a  free  trial  issue  and 
get  a  free  copy  of  '101  Mens  Health 
Secrets."  The  world  of  Men's  Health 
is  yours  for  a  year  when  you  pay 
$19.97.  Or  simply  write  "cancel'  on 
the  invoice  and  owe  nothing.  The 
trial  issue  and  the  book  are  yours  to 
keep,  compliments  of  Men's  Health. 


Call  1-800-403-4747, 
and  order  now! 


Tons  of  useful  stuff  for  regular  guys:' 
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"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

■From  the  issue  of  Oct.  1,  1925) 
"The  income  tax  payments  made  by 
individuals  reveal  that  our  richest  citi- 
zens have  handed  over  a  great  part  of 
their  fortunes  to  their  sons,  thus  es- 
caping or  reducing  death  duties.  John 
D.  Rockefeller  has  transferred  practi- 
cally his  entire  fortune  to  his  only  son; 
Henry  Ford  has  shifted  half  his  mil- 
lions to  his  only  son;  George  F.  Baker 
likewise  has  equally  divided  his  large 
fortune  with  his  onlv  son." 


|l 1925  National  Safety  Council  poster 
romoting  health  in  the  workplace. 

[Consider  this  fact:  Tliere  was  a  net 
ass  of  15,106  unskilled  laborers  last 
ear.  Is  this  gratifying  or  alarming? 
poes  not  this  country  need  unskilled 
orkers  more  than  any  other  class  of 
nmigrants?  If  we  continue  to  lose 
dier  than  gain  common  laborers,  who 
lall  perform  our  rough  work,  who 
lall  undertake  the  nation's  chores?" 

'0  years  ago 

[Rom  the  issue  or  Oct.  1,  1935) 
Will  new  straitjackets  be  fastened 
industry?  Or  will  industry  .  .  . 
nduct  itself  so  reasonably  that  there 
1  be  little  public  clamor  for  new 
islative  restraints?  President 
arles  L.  Suhr  appealed  to  the  con- 
tion  of  the  National  Petroleum 
sociation  to  conduct  all  their  activi- 
s  ethically,  to  treat  competitors  and 
nsumers  alike  with  justice  and  con- 
eration.  The  Editor  of  Forbes 
rncd  the  industry  that  unless  they 
laved,  the  public  would  find  ways 
means  to  punish  them." 


FOR  JUST  $854  FIRST  CLASS 


Round-the-world  first-class  travel  was 
cheap  in  1935  via  Dollar  Lines. 


"Most  [auto]  factories  will  have 
stocks  [of  new  models]  in  dealers' 
hands  before  public  announcements 
are  made,  so  that  owners  will  be  able 
to  see  the  new  cars  in  their  home- 
towns as  soon  as  they  read  about  them 
in  the  advertisements." 

50  years  ago 

(From the  issue  of  Oct.  1,  1945) 
"On  Sept.  8,  the  25th  anniversary 
of  the  first  transcontinental  airmail 
was  celebrated.  At  first,  400-horse- 
power  DeHavilland  biplanes  carried  a 
few  sacks  of  mail  by  day. . .  .  For  more 
than  two  decades  now  United  Air- 
lines has  been  flying  the  midcontinent 
route  .  .  .  with  ever  swifter  and  more 
commodious  equipment.  Soon,  it 
may  be  predicted,  all  first-class  mail 
will  go  by  air." 

"Continuous  growing  of  forest 
crops  on  a  practical  commercial  basis, 
popularly  called  'tree  farming,'  is  rap- 
idly assuming  the  status  of  a  major 
industry  in  the  U.S.  .  .  .  With  postwar 
uses  of  wood  expected  to  expand 
considerably,  the  realization  has  come 
that  America's  lumber  resources  .  .  . 
are  far  from  being  fully  developed 
and  utilized." 


25  years  ago 

(From  the  issue  of  Oct.  1,  1970) 
"Since  its  May  low  the  Dow  Jones 
industrial  average  is  up  some  20%,  but 
many  Big  Board  stocks  have  rebound- 
ed 50%  or  more.  [The]  55  top  re- 
bounders  [are]  led  by  the  oils,  finance 
and  building  stocks." 

"The  looming  battle  for  a  national 
health  insurance  program  is  bringing 
back  uncomfortable  memories  for  the 
private  health  insurance  companies. 
It's  like  remembering  Waterloo  from 
Napoleon's  point  of  view:  After  mar- 
shaling all  its  money  and  brains  in  the 
early  Sixties  to  oppose  Medicare  and 
Medicaid,  the  industry  lost  badly.  The 
real  pinch  came  later  in  the  estimated 
$750  million  in  premiums  the  compa- 
nies have  lost  because  of  the  federal 
health  programs." 

10  years  ago 

(From  the  issue  of  Sept.  23,  1985) 


Tree  farms  start  with  seedlings. 


John  Bogle's  college  fascination  with 
mutual  funds  led  to  the  Vanguard  Group. 


"John    Bogle,    chairman   of  the 

Vanguard  Group,  Inc.,  wrote  his  se- 
nior thesis  at  Princeton  about  the  fu- 
ture of  the  mutual  fund  industry.  The 
industry  at  the  time,  1951,  was  puny 
by  today's  standards,  and  most  college 
students  didn't  know  what  a  mutual 
fund  was.  That  thesis,  sent  to  Welling- 
ton Management  Co.  along  with  a  job 
application,  landed  Bogle  his  first  job. 
In  the  34  years  since,  he  hasn't  stopped 
thinking  about  mutual  funds."       mt, 
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The  other  day  a  few  of  its 
here  were  pow-wowing  with 
some  of  the  topmost  brass 
of  one  of  the  country's 
most  prestigious  banks.  In 
a  discussion  about  the  man- 
datory retirement  policies 
of  most  corporations,  one 
of  these  guests  observed 
that  it  would  be  equally 
valuable  or  far  more  so 
if  there  were  a  mandatory 
retirement  policy  for  senators 
and  congressmen. 
Every  reason  for  the  exist- 
ence of  age  ceilings  in  the 
corporate  world  or  the  mil- 
itary [or]  any  other  world 
applies  to  federal  legis- 
lators— in  spades.  We  wen- 
all  in  agreement  with  the 
idea  but  figured  that  keep- 
ing snowballs  from  thawing 
in  Hades  might  be  a  far 
simpler  undertaking  .  .  . 

-Mai  c  olm  Forbes 


A  Text .  .  . 

For  I  say,  through  the 
grace  given  unto  me,  to 
every  man  that  is  among 
you,  not  to  think  of 
himself  more  highly  than 
he  ought  to  think;  but  to 
think  soberly,  according 
as  God  hath  dealt  to 
every  man  the  measure 
of  faith. 
-Romans  12:3 


Sent  in  by  Robert  A.  Kantz, 

Hershey,  Pa. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Whatever  you  do,  or  dream 
you  can  do,  begin  it. 

Boldness  has  genius,  power 
and  magic  in  it. 

-Goethe 

The  beginning  of  every  war 
is  like  opening  the  door 
into  a  dark  room.  One  never 
knows  what  is  hidden  in 
the  darkness. 
-Hitler  (on  invading  Russia) 

Being  rich  is  having  money; 
being  wealthy  is  having  time. 
-^Stephen  Swid 

America  owes  most  of 
its  social  prejudices 
to  the  exaggerated  re- 
ligious opinions  of  the 
different  sects  which  were 
so  instrumental  in  estab- 
lishing the  colonies. 
-James  Fenimore  Cooper 


Humility  is  not  my  forte, 
and  whenever  I  dwell  for 
any  length  of  time  on  my 
own  shortcomings,  they  grad- 
ually begin  to  seem  mild, 
harmless,  rather  engaging 
little  things,  nor  at  all 
like  the  staring  defects  in 
other  people's  characters. 
-Margarei  Hai  sn 

It  is  not  what  a  lawyer 
tells  me  I  may  do,  but  what 
humanity,  reason  and  justice 
tell  me  I  ought  to  do. 
-Edmund  Burke 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50  ($27.50  per  volume  if  purchased  separate- 
ly). Also  available,  a  one-volume  edition  of  over 
3,000  "Thoughts."  Price:  $27.50.  Send  check  and 
order  to  Forbes  Books,  P.O.  Box  11234,  Des  Moines, 
IA  50340.  Add  sales  tax  on  orders  in  New  York  State 
and  other  states  where  applicable.  For  faster  service 
call  1-800-234-4553  and  charge  to  your  credit  card. 


You  philosophers  are  lucky 
men.  You  write  on  paper, 
which  is  patient.  Unfortu- 
nate Empress  that  I  am,  I 
write  on  the  susceptible 
skins  of  living  beings. 
-Catherine  the  Great 

What  I  still  ask  for  daily — 
for  life  as  long  as  I  have 
work  to  do,  and  work  as 
long  as  I  have  life. 
-Reynolds  Prk  e 

I  can  think  of  few  important 
movements  for  reform  in  which 
success  was  won  by  any  method 
other  than  an  energetic 
minority  presenting  the  in- 
different majority  with  a 
fait  accompli,  which  was 
then  accepted. 
-Vera  Brittain 

So  many  rules  are  antifun 
They're  like  a  poison  pill: 

In  time  the  only  sanctioned 
things 

Will  be  what  makes  us  ill. 

-Art  Blh  k 

The  petty  economies  of  the 
rich  are  just  as  amazing 
as  the  silly  extravagances 
of  the  poor. 

-William  Feather 

A  secret  is  diluted  by  the 
square  of  the  number  of 
those  who  have  heard  it. 

-Robert  Hai s 

When  Lwas  younger  I  made 
it  a  rule  never  to  take 
a  strong  drink  before  lunch. 
Now  it  is  my  rule  never  to 
do  so  before  breakfast. 
-Winston  Churchill 

Can  it  be  possible  that 
the  painters  make  John 
the  Baptist  a  Spaniard  in 
Madrid  and  an  Irishman 
in  Dublin? 
-Mark  Twain 
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lere  are  times  when  just  any  ordinary  cellular 
)!  will  do.  Then  again,  there  are  times  when  life 
I  bit  wild,  and  you  don't  want  any-  ^Hp^ 
I  less  than  the  best  cellular  phone     *j         "m^ 


rs. 


a  cellular  phone,  ask  for  an  Ericsson.  After  all,  it's  a 
wild  and  woolly  world.  Shouldn't  you  have  the  most 
reliable  cellular  phone  around?  For  a  free  brochure 
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iicsson  Gellular  Phone 


Inch  is  why  you  should  ask  for  an  Ericsson? 
),  Ericsson  makes  some  of  the  best  cellular 
available  today. 

lou're  not  familiar  with  Ericsson,  here's 
|ething  you'll  find  reassuring:  Ericsson  is  a 
)rld  leader  in  cellular  phones.  And  Ericsson 
technology  is  so  highly  regarded 
many  cellular  companies  use 
it  in  their  transmitting 
stations.  Truth  is,  one  third 
of  all  cellular  calls  are  made 
with  Ericsson  equipment. 

The  new  Ericsson  AH-320 
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example  of  our  reliability.  It  weighs  a 
*  v  barely  noticeable  8.7  ounces,  and  fits 
easily  in  your  pocket.  It's  also  completely 
portable,  so  you  never  have  to  be  out 
of  touch. 

And  since  a  cellular  phone 
isn't  much  good  if  you  n 
degree  in  rocket  science 
operate  it,  we        ^ 
made  the  AH-320 
easy  to  use.  You'll 
love  the  fast,  simple, 
menu-driven  operation  and  ^( 

iroiivenient  features. 
Bwf  all,  the  AH-320  gives  you  outstanding 
bifr  and  dependability.  So  when  you  choose 
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T  long  ago,  a  friend  familiar  with  the  habits  of  college  pro- 
prs  told  me  about  a  parlor  game  they  sometimes  play.  Gathered 
Lther  in  the  faculty  lounge  early  of  a  Friday  evening,  after  a  gru- 
ff week  spent  avoiding  their  students,  the  profs  will  sip  their 
ry  and  engage  in  a  kind  of  oneupmanship  the  rest  of  us  can  only 
l/el  at.  It  begins  simply  enough. 


'ou  know,"  one  will  say,  "I  have 

•  read  Henry  Fielding's    Tom 

"  Then  he  will  laugh  through  his 

the  way  college  professors  do. 

colleague  will  try  to  trump  him: 

onally,  I  could  never  get  through 

Had — just  never  found  the  time." 

[third,  an  English  lit  teacher,  will 

even  more  casually  than  the 

two:  "You  may  be  surprised  to 

that  I  have  never  read  'Ode  On 

:cian  Urn.'" 

d  so  it  will  go,  with  ever  inten- 
g  casualness,  as  the  professors 
|;s  to  having  never  read  evermore 
ental  texts.  My  friend  called  it 
bhame  Game,"  but  shame  has 
g  to  do  with  it.  It  is  a  display  of 
of  self-confidence — a  confi- 
available  only  to  those  who  are 
d  to  have  read  a  great  many 
ooks  than  I. 

be  I'm  too  impressionable,  but 

ry,  when  I  heard  it  last  winter, 

profound  effect  on  me.  I  was 

e  who  was  shamed.  Not  only 

not  read  Tom  Jones,  I  actually 

Tom  Jones  album.  Even  so,  I 

ways  aspired  to  pedantry.  To 

st-rate  pedant,  I  assume,  you 

know  a  whole  lot  about  which 

be  pedantic.  But  here  was 

beyond  pedantry — meta- 

,  as  a  pedant  might  say.  I 

love  to  have  read,  say,   The 

ury  Tales,  if  only  so  I  could 

ense  to  say,  with  pride,  that  I 

ver  read  The  Iliad.  As  it  hap- 

course,  I've  read  neither. 

is  a  terrible  impetus  from 

o  embark  on  a  self-improve- 

rogram,   as   I   should   have 

But  then  I  should  know  a  lot 

ts  I  don't;  that's  the  point  of 

lt-inrovement  programs.  I  began 

'th  aesolve  to  read  Flaubert's  mas- 

rpi*,  Madame  Bovary.  I  was  about 

tal    my  wife   and   children   to 


Florida  for  a  spring  vacation,  five 
sumptuous  days  during  which  I  would 
consume  the  novel,  with  the  dream 
that  someday,  in  the  not  too  distant 
future,  I  would  find  myself  among  a 
group  of  intellectuals  and  could  an- 
nounce, with  almost  sleepy  poise,  that 
I  had  never  read  Flaubert's  master- 
piece, A  Sentimental  Education.  In  my 
dreams  I  could  already  hear  the  intel- 
lectuals coo  with  admiration. 


Mr.  Sisyphus 


The  day  before  we  left  I  went  to 
the  bookstore.  There  are  several 
English  editions  of  Madame  Bovary, 
not  surprisingly,  and  I  scanned  them 
all,  weighing  each  translator's  style, 
comparing  word  choices,  sentence 
lengths,  transitions.  Then  I  bought 
the  edition  that  would  look  most  im- 
posing as  I  lugged  it  from  plane  to 
rental  car,  from  beach  to  pool,  past 
the  bathers  with  their  water-logged 
John  Grishams. 

"What's  that,  Dad?"  asked  my 
four-year-old  son,  as  I  unpacked. 

"That,"  I  said,  "is  my  book.  Dad's 
book.  And  I'm  going  to  start  reading 
it  right  now."  I  slipped  into  my 
trunks,  settled  myself  beside  the  pool, 
and  cracked  it  open. 

The  sun  reflected  glaringly  off  the 
page.  "Translator's  Introduction," 
read  the  title.  Does  one  really  have  to 
read  introductions?  To  novels?  I 
began:  Scholars  of  a  calendrical  turn  of 
mind. . .  What's  calendrical?  I  checked 
to  see  how  long  the  introduction  was. 
It  began  on  ii  and  ended  on  xxi,  but 
roman  numerals  are  Greek  to  me.  I 
counted  the  pages  by  hand,  and  de- 
cided to  read  the  introduction  after 
finishing  the  book. 
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What  I  didn't 

read  on  my 

summer  vacation 


By  Andrew  Ferguso 
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I  began  again,  with  the  story  itself: 
We  were  in  study  hall  when  the  head- 
master entered,  followed  by  a  new  boy 
not  yet  in  school  uniform  and  by  the 
handyman  carrying  a  large  desk.  Very 
crisp  scene-setting,  I  thought.  A  su- 
perb translation.  Their  arrival  dis- 
turbed the  slumbers. . . 

"Let's  swim!"  shouted  my  son.  He 
stood  beside  the  pool  in  his  trunks, 
arms  raised. 

"You  can't  swim,"  I  said. 

"I  know!"  he  said.  "Let's  swim!" 

After  sloshing  about  for  45  minutes 
in  a  death  grip — he  the  gripper,  my- 
self the  grippee — we  dried  off  and 
had  lunch. 

I  returned  to  the  pool.  Their  arrival 
disturbed  the  slumbers  of  some  of  us. . . 
My  neck  was  swelling  slightly  where 
his  fingernails  had  broken  the  skin. 
Their  arrival  disturbed. . . 

"Poopy!"  my  two-year-old  daugh- 
ter said.  She  tugged  at  her  diaper. 
"Poopy,"  she  said  again.  As  I  carried 
her  to  the  bathroom  I  said  the  same 
thing,  in  my  own  words. 

The  afternoon  wore  on.  Into  the 
pool,  back  out  again.  To  the  market 
for  groceries.  Helping  my  wife  with 
the  bedding,  then  with  dinner.  Before 
mealtime  I  drank  two  martinis,  dou- 
bles. Then  wine.  The  kids  were  down 
by  nine.  After  helping  with  the  dishes, 
I  retired  to  our  bedroom,  picked  up 
the  book,  and  found  my  place.  Their 
arrival  disturbed. . .  Whose  arrival?  I 
backtracked.  ...when  the  headmaster 
entered,  followed  by. . .  Yes,  that's  right. 
And  the  handyman,  carrying  a  large 
desk.  The  headmaster  motioned  to  us  to 
be  seated;  then... 

I  was  asleep  within  seconds. 

The  next  day  began  at  6:30  with 
two  hours  of  Looney  Tunes.  Then  the 
kids  got  dressed — another  two  hours. 
We  went  to  the  beach,  Madame 
Bovary  traveling  in  the  beach  bag.  It 
was  spring  break  in  Florida,  and  we 
had  trouble  clearing  a  spot  among  the 
sprawling  college  kids.  Under  the  um- 
brella I  watched  as  my  wife  took  the 
children  for  a  walk  to  find  shells. 

The  headmaster  motioned  and  the 
collegians  behind  me  began  a  heated 
argument.  One  of  them  was  writing 


Vacations  with 

children  are 
not  the  occasions 

to  launch 
programs  of  self- 
improvement. 


a  postcard. 

"How  do  you  spell  geek?"  I  over- 
heard. 

. . .  "Monsieur  Roger, "  he  said  in  an 
undertone, 

"Is  it  one  'e'  or  two?" 

"here's  a  pupil I'd like  you  to  keep  your 
eye  on. 

1  wo  e  s. 

I'm  putting  him  in  the  last  year  of  the 
lower  school. " 

"Two  'e's.  G-E-K-E." 

The  newcomer,  who  was  hanging 
back  in... 

"No,  you  f---in'  moron!  The  'e's 
are  in  the  middle." 

. . .  hanging  back  in  the  corner  so 
that. . . 

"Right.  G-E-E-C-K." 

I  began  to  ponder  the  fate  of  a  gen- 
eration that  never  reads,  when  my  son 
pulled  me  away  to  poke  a  dead  jelly- 
fish with  a  stick.  Then  another.  I  have 
never  seen  so  many  jellyfish.  We 
poked  them  all.  That  night  I  had  three 
martinis,  doubles.  This  made  reading 
problematic.  We  played  Monopoly. 

The  next  day  I  will  sum  up  in  two 
words:  Court  TV. 

When  we  boarded  the  plane  to  re- 


turn home,  three  days  later,  I  wail 
page  13  of  Flaubert's  masterpj 
Madame  Bovary.  I  had  averaged  slijl 
ly  better  than  two  pages  a  day. 

In  the  following  weeks,  keepingl 
book  faithfully  at  bedside,  I  pusj 
myself  to  page  44. 1  am  taking  stol 

The  lessons  I  draw  from  this  f;l 
trating  experience  are  as  follcl 
First,  college  professors  make  kl 
role  models.  Ho  Chi  Minh  w;l 
college  professor.  Second,  vacatil 
are  not  the  occasions  to  launch  \  | 
grams  of  self-improvement.  Thl 
vacations  with  children  are  notf 
occasions  to  launch  programs  of  si 
improvement. 

Fourth,  I  will  very  shortly  fo  I 
lessons  one  through  three.  The  s;| 
friend  who  told  me  of  the  shil 
game  casually — always  casually!— I 
marked  the  other  day  that  he 
reading  Proust  in  French.  Howij 
it  would  be,  I  thought  mildly,  to  i| 
Flaubert  in  French. 

But  first,  of  course,  I  have  to  Id 
French.  I've  got  a  vacation  cominj 
in  November.  • 

Writer  Andrew  Ferguson  isse\ 
editor  of  The  Standard. 


16  FORBES 


rvi 


tpm 


art  provides   respite  from   an 
ncreasingly  complicated  world 


vl 


V 


- 


- 


Missoni  in  Men's  Sportswear. 

1    der  a  copy  of  our  casual  sportswear  video, 
call  1-800-507-0100. 


^ 


H 

|w| 

HARRY  WINSTON 

The  Ultimate  Timepiece 


ss 


**^: 


■ 


^H 


uanrgi 


■ 


■s ^  /£<\ 


L 


■?  '■/£ 


IVY/? 


"**v 


v. 


gg 


•# 


NEW  YORK 

718  FIFTH  AVENUE  1 


GENEVE 

'I  GENERAL Gt 


BEVERLY  HILLS  TOKYO 

1  N.  RODEO  DRIVE        HOTEL  SEIYO  - 1,  GINZ/ 


ere  are  a  lot  of  gruesome  things  that  can  happen  to 
r  mind  as  you  shuffle  into  middle  age,  but  one  of  the  most 
•sing  concerns  of  aging  Baby  Boomers  at  least  can  be  put  to  rest, 
ring  once  been  a  hippie  is  not  one  of  the  causes  of  decline.  A 
id  past  of  casual  pot  smoking,  even  using  LSD,  wouldn't  have 
lerated  the  effects  of  aging  in  the  mind,  says  Alan  Searleman  of 


awrence  University. 
3,  you  are  off  the  hook.  For  now. 
there  has  probably  already  been 
casion  or  two  when  you  forgot 
cquaintance's  name,  misplaced 
car  keys  or  paid  the  electric 
cwice,  and  wondered  fearfully 
her  you  were  suddenly  entering 
last  of  the  ages  of  man  that 
espeare  so  kindly  dubbed  "sec- 
hildishness  and  mere  oblivion." 
nd  you  probably  are. 
:h  decade  of  middle 
le  brain  loses  about 
o  nerve  cells  from 
brebral  cortex — the 
part  of  the  brain — 
day.  And  old  people  have  as 
as  30%    fewer   neurons   and 
icals  crucial  to  mental  function- 
an  their  younger  counterparts. 
:  second  half  of  a  person's  life, 
tance,  as  much  as  20%  of  the 
ampus,  an  important  brain  area 
mory,  disappears, 
s  biological  attrition  takes  its 
the  mind.  Many  mental  func- 
in  fact,  begin  their  decline  as 
as    the    20s.    According   to 
as  Crook  of  the  Memory  As- 
nt  Clinic  in  Bethesda,  Mary- 
typical  40-year-old  does  worse 
n  18-year-old  in  such  tasks  as 
g  while  being  bombarded  with 
tions,  doing  several  tasks  si- 
eously,  remembering  names  of 
they've  just  met  and  cramming 
ation  into  their  head  by  rote 
ization. 

it  is  not  as  bleak  as  it  appears. 

at  scourge  of  aging  brains  and 

an  of  Boomers,  Alzheimer's 

,  for  instance,  actually  occurs 

r  than  two  percent  of  people 

■5.  And  while  the  number  of 

in  the  brain  may  dwindle,  the 

of  connections  between  those 

ain  may  actually  increase. 


Since  at  its  most  basic  cellular  level, 
thoughts,  memories,  reasoning,  and 
so  on  are  produced  by  the  brain's  bil- 
lions of  neurons  talking  to  each  other 
through  their  myriad  connections, 
this  finding  suggests  that  the  remain- 
ing neurons  are  forging  new  connec- 
tions to  help  pick  up  the  slack.  Studies 
show  that  the  decline  of  the  mind  is 
highly  variable,  and  in  many  cases  the 
mental  prowess  of  an  old  codger 


Second  Opinion 


might  still  exceed  that  of  a  young 
buck.  Tests  also  show  that  the  old 
brain  is  fairly  cunning  at  adapting  new 
strategies  for  doing  mental  tasks  that 
keep  it  up  to  speed  with  that  of 
youngsters.  One  study  that  examined 
typists,  for  instance,  found  that  while 
old  people  were  slower  in  their  reac- 
tion times,  they  were  still  able  to  type 
at  the  same  rate  as  younger  people  be- 
cause they  employed  tricks  such  as 
reading  ahead  and  moving  several  fin- 
gers to  the  right  keys  at  the  same  time 
— which  the  younger  people  didn't 
do.  Most  important,  new  scientific 
evidence  suggests  that  how  the  mind 
ages  may  depend  in  part  on  what  you 
do  with  it  during  the  years  it  is  knock- 
ing around  inside  your  skull. 

One  of  the  best  strategies  for  keep- 
ing your  mind  active  is  to  make  sure 
that  it  is  attached  to  a  body  that  is  also 
active.  In  a  scientific  paper  published 
in  the  British  Journal  Nature  this  year, 
Carl  Cotman,  head  of  the  University 
of  California  at  Irvine's  Institute  for 
Brain,  Aging  and  Dementia,  found 
that  lab  rats  who  ran  anywhere  from  a 
mile  to  five  miles  a  day  on  a  wheel  in- 
stalled in  their  cage  had  a  higher  dose 
of  brain  chemicals  known  as  neu- 


Preventing  (or 

at  least  postponing) 

brain  drain 


By  William  F.  Allman 
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rotrophins,  compared  to  couch  potato 
rats  who  did  not  exercise.  Neuro- 
trophins  are  thought  to  be  nature's 
version  of  brain  food,  enhancing  the 
growth  of  neurons.  Exercise  also  ap- 
pears to  affect  the  flow  of  oxygen 
to  the  brain.  Psychologist  William 
Greenough  of  the  University  of 
Illinois  outfitted  different  groups  of 
lab  rats  with  miniature  gym  equip- 
ment. One  group  had  sticks  to 
push  around,  one  group  had  a 
running  wheel,  one  group 
had  a  net-like  jungle  gym  and 
one  group  had  no  equipment. 
Greenough  found  that  all  the 
rats  who  had  some  kind  of  ex- 
ercise showed  an  increase  in 
the  flow  of  oxygen  to  their 
brains,  and  those  rats  who 
got  to  play  on  the  jungle  gym 
also  had  an  increase  in  con- 
nections among  their  brain's 
nerve  cells. 

The  increased  oxygen  flow  to 
the  brain  that  comes  with  exercise 
is  thought  to  help  the  aging  brain 
keep  spry.  Scientists  have  found,  for 
instance,  that  people  who  run  as 
much  as  six  miles  a  day  have  higher 
levels  of  beta  waves — electrical  activ- 
ity in  the  brain  thought  to  be  associ- 
ated with  concentration  and  stamina 
in  the  mind — and  do  better  on  tasks 
such  as  mathematics  and  spatial  rea- 
soning than  those  who  do  not  exer- 
cise. A  study  comparing  men  over  50 
who  played  squash  or  racquetball 
three  times  a  week  to  younger,  non- 
exercisers,  found  that  the  active  men's 
reaction  times  were  faster  than  their 
younger,  sedentary  counterparts. 

In  some  cases,  exercise  appears  not 
only  to  stem  the  erosion  of  one's  men- 
tal faculties  but  actually  makes  older 
people  smarter.  Robert  Dustman,  a 
neuroscientist  at  the  Veterans  Affairs 
Medical  Center  in  Salt  Lake  City, 
tested  the  mental  acuity  of  a  group  of 
nftysomethings  and  then  put  them  on 
a  four-month  walking  program.  He 
found  that  their  scores  on  the  mental 
tests  increased  ten  percent.  In  another 
study,  the  mental  reaction  times  of 
people  in  their  60s  and  70s  signifi- 
cantly improved  after  a  ten-week  pro- 
gram of  swimming. 
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The  best  exercise  for  the  mind  may 
be  that  which  takes  place  from  the 
neck  up.  The  old  nostrum  that  doing 
crossword  puzzles  keeps  you  sharp 
turns  out  to  be  true.  But  it  is  not  so 
much  puzzles  that  the  mind  craves, 
but  novelty.  In  one  experiment, 
University  of  California  at  Berkeley 
brain  scientist 
Marion 


Forget  the  gym:  "the  best  exercise  for  the 
mind  may  take  place  from  the  neck  up. " 

Diamond  filled  the  cages  of  one  group 
of  lab  rats  with  toys  to  engage  their 
minds  and  the  cages  of  another  group 
of  rodents  with  nary  a  trinket.  Those 
rats  who  lived  in  an  intellectually  in- 
teresting environment  were  found  to 
have  far  more  connections  between 
the  neurons  in  their  brains  than  the 
rats  who  were  bored.  But  merely  hav- 
ing a  lot  of  playthings  is  not  enough, 
notes  Diamond:  the  biological  effects 
soon  wore  off  if  the  cache  was  not  re- 
freshed with  new  toys. 

The  most  important  part  of  forg- 
ing new  mental  connections,  it  ap- 
pears, is  continually  offering  new 
experiences  for  the  brain  to  deal  with. 
This  relationship  between  novel  ex- 
periences and  brain  connections  ap- 
pears to  hold  true  in  humans  as  well: 
scientists  find  that  the  more  education 
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people  have,  the  more  connecti| 
they  have  in  their  brain. 

Keeping  your  brain  nimble  is  ( 
cial  because  it  is  not  your  ability 
hold  onto  old  knowledge  that  wa  lie 
in  old  age,  but  the  ability  to  pro<  a 
new  knowledge.  What  scientists 
"crystallized"  intelligence — the  acAjp 
mulated  knowledge  of  one's  lifet 
such  as  the  history  of  the  Civil  Wa 
the  best  years  of  Bordeaux — rem; 
fairly  stable  throughout  old  age. 
fact,  retired  college  professors  ( 
journalists,  I  should  add)  consiste: 
score  higher  on  verbal  recognit 
tests,  for  instance,  than  young  coUiv, 

students.  It  is  so-called  "fluid"  in^; 

ligence — the  ability  to  process  1  tab 

information  such  as  remembei^,- 
new  names,  faces  or  a  grocery  , 
and  learning  a  new  task  sucljirj 
how  to  use  a  computer  spreiio 
sheet — that  gets  creaky  as  L^ 
gets  on  in  years.  These  glitches  - 
timately  have  an  effect  on  0  s 
ability  to  dredge  up  pieces  of  stc  1 
information.  Studies  show  that  i 

folks  are  often  just  as  accuratt 
youngsters  in  remembering  thing  t 
just  takes  them  longer  to  recall 
information. 

There  are  a  variety  of  things  a 
can  do  to  stem  the  ravages  of  tim<8§ 
one's  mind,  says  K.  Warner  Schaifi 
Pennsylvania  State  University.  Sdft| 
tracked  the  mental  abilities  of  s(«|§ 
5,000  people  for  as  long  as  35  ye 
and  found  that  while  a  patterr 
mental  decline  emerges,  it  is  also  c 
that  some  people  decline  less  t 
others.  The  advice  of  Schaie  and  <j 
er  scientists  is  to: 
Stay  on  top  of  the  socio-econo 
heap.  That  means  having  a  hid 
than  average  education,  a  high  I 
come*  and  a  job  that  is  consisted 
challenging  and  interesting.  TH 
with  the  most  toys  stay  the  sharp!  J 
Keep  your  family  intact. 
surrounded  by  loved  ones  as  you 
into  old  age  can  be  both  a  comfor 
an  intellectual  challenge. 
Remain  on  the  learning  cui 
Crossword  puzzles  are  fine,  butijL 
read  a  lot,  travel,  attend  theater  % 
back  to  school  and  join  clubs.        % 
Marry  someone  smarter  tt l 


H  Studies  show  that  spouses  who 
Bwer  in  cognitive  skills  at  the  time 
■irriage  actually  maintain  or  in- 
K  ■  their  brain  power  through  life. 
I  flexible.  People  who  are  able 
■ipt  to  new  situations  are  more 
Ig  to  learn  new  ideas. 
arhppy.  People  who  score  high  on 
Jrs  measuring  their  attitudes  to- 
Jrthemselves,  their  accomplish- 

■  and  status  at  mid-Ufe  appear  to 
me  less  as  they  move  into  the  later 

■  of  life. 

H  out.  Research  suggests  that 
Ant  bouts  of  stress  can  damage 
wpocampus,  a  part  of  the  brain 
Wpd  in  memory. 

B  abuse  drugs.  Not  pot,  but 
■tost  popular  drug  among  aging 
Aers,  alcohol.  Too  much  and 
Aind  turns  to  mush. 
on  worry. 

■e,  none  of  the  above  practices 
Hiarantee  that  dementia  won't 
(■mocking  someday — scientists 
■n't  know  why  that  small  per- 
nie  of  minds  drop  into  the 
eAe  of  deterioration.  But  while 


normal  brains  do  lose  a  few  cylinders 
as  they  age,  they  make  up  for  it  by 
being  smart  in  other  ways.  Studies 
show  that  training  old  people  in  how 
to  think  smarter — how  to  reason  bet- 
ter, and  mental  tricks  on  memorizing 
lists  and  faces — improve  the  perfor- 
mance of  these  old  minds,  and  that 
they  stay  that  way  for  years. 

And  there  is  something  to  be  said 
for  the  age-old  concept  of  age-old 
wisdom.  Studies  show  that,  in  fact, 
old  people  are  wiser  when  it  comes  to 
dealing  with  the  most  difficult  times 
of  life.  Testing  people  with  hypothet- 
ical scenarios  such  as  someone  con- 
templating suicide,  a  15-year-old 
planning  to  get  married,  or  someone 
planning  to  make  a  radical  change  in 
their  career,  psychologist  Paul  Bakes 
of  the  Max  Planck  Institute  of 
Human  Development  and  Education, 
found  that  older  people  were  more 
skillful  in  asking  questions  that  put 
the  problems  in  context  and  taking  a 
pragmatic  approach  to  solving  them. 

We  often  forget  that  the  wisdom 
of  old  people  can  be  a  tremendous  re- 


source. The  lengthening  of  the  life 
span  that  has  occurred  over  the  past 
century  is  mostly  due  to  fewer  people 
dying  in  childhood  and  the  control- 
ling of  various  infectious  diseases.  But 
the  biological  time  limit  for  the 
human  body  has  been  roughly  the 
same  for  eons.  Paleoanthropological 
excavations  find  that  for  as  long  as  hu- 
mans have  been  around  on  earth,  at 
least  a  few  people  have  lived  to  a  ripe 
old  age.  Why  people  would  live  so 
long  after  their  child-rearing  days  is 
an  evolutionary  mystery,  but  one  clue 
is  that  before  the  invention  of  writing, 
old  people  were  the  repositories  of  a 
society's  culture  and  experience. 
When  dealing  with  once-in-a-life- 
time  experiences  such  as  an  earth- 
quake, marrying  young  or  changing 
careers,  having  the  mind  of  a  seasoned 
old-timer — and  making  sure  you  keep 
that  mind  sharp — still  counts  for 
something.  • 

William  F.  Allman  is  the  author  of 
The  Stone  Age  Present:  How  Evolu- 
tion Has  Changed  Modern  Life. 


First  Encounters 
by  Davidoff 


Chopin  liked  his  women  young, 

beautiful  and  demure.  Sand 

was  older,  rebellious  and  given 

to  wearing  men's  clothing. 

Upon  meeting.  Sand  ignored 

Chopin's  performance,  choosing 

to  spend  the  evening  smoking 

cigars  and  philosophizing 

madly  among  his  guests.  Chopin 

detested  Sand.  Sand  pitied 
Chopin.  A  love  affair  was  begun. 


for  those  who  are  obsessed 
with  quality. 


3denc  Chopin  and  a  fine  cigar 
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the  time  you  read  this,  ladies  and  gentlemen,  I'll  be 

|iding  at  the  podium  before  the  Rotary  Club  of  Essex  Junction, 

-mont,  lecturing  a  couple  of  hundred  bankers  and  insurance 

Ismen  on  the  subject  of  "Why  I  Write  About  Women."  It  isn't  my 

venue,  of  course.  I  can't  say  for  certain  that  I  even  know  what 

I  arians  are,  much  less  why  the  local  chapter  might  be  interested 

feeling  as  though  I  could  snap  a 
pencil  in  half  with  my  bare  hands. 

My  tormentors  were  unmoved. 
"Don't  you  think  lesbianism  is  an 
inside  job?"  I  asked. 

They  did  not.  Since  no  one  was 
laughing,  I  wandered  home,  stupefied 
to  think  that  my  total  humiliation  as 
a  scholar  and  a  man  had  been  kindled 
by  the  memory  of  Eleanor  Roosevelt, 
our  first  ambassadress  to  the  United 


ly  work.   Women's   biography 
pretty  low  on  the  list  of  topics 
:onversation  in  the  boardroom; 
)wn  prior  experience  with  "bid- 
limited  though  it  is,  leads  me  to 
let  an  outbreak  of  sniffing  and 
rhing  when  I  get  up  to  do  my 
Iber:  "Why  do  you  write  about 
)en,  Mr.  Kurth?  It  is  Mr.  Kurth, 
it?"  My  sister,   who   got   me 
this,   assures   me   that  lots  of 
rians  are  actually  women,  but  I 
she's  confusing  them  with  the 
cians,  and,  anyhow,  women 
a  lot  of  use  when  it  comes  to 
ning  the  biographer's  art. 
fore  I  get  slammed  for  that  sex- 
ark  let  me  tell  you  a  story.  Not 
ago,  filled  with  curiosity  and 
Mssional  good  will,  I  turned  up  at 
re  in  New  York  City  given 
the  auspices  of  the  Lesbian 
native  Something-or-Other — 
rry  to  be  so  vague,  but  my  mind 
s  over  at  even  the  memory.  The 
|  was  Eleanor  Roosevelt,  and  the 
p<   er  was  one  Blanche  Wiesen 
>«   ,  whose  best-selling  biography 
f    s.  R.  made  the  not-very-aston- 
>h   ;  claim  that  she  had  enjoyed  the 
oi  any  of  women,  and  that  she 
iii|     even — hold  on  to  your  hats! — 
at   alien  in  love  with  a  few  of  her 
.*i(    s.  The  fact  that  there  is  no 
ce     to     confirm     that    Mrs. 
velfs  distaff  attachments  ever 
med  into  "lesbian"  passion  did 
event  three  raging  gorgons, 
akes    unaccountably   shaved 
their    heads,    from    blocking 
h  to  Dr.  Cook's  talk, 
men  only,"  they  snarled  as  I 
d  the  stairs  (and,  I  swear,  they 
need  the  word  exactly  as  it's 
by  feminist  diehards:  wimmin). 
a  Lesbian  Alternative  my- 
answered    stoutly,    pulling 
up   to   my  full  height  and 
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Nations,  toleration  in  the  flesh,  a 
woman  whose  reputation  for  fair- 
mindedness  will  live  in  the  nation's 
pride  for  as  long  as  Honest  Abe's  and 
whose  highly  developed  sense  of 
community  service,  I  dare  to  suggest, 
would  not  have  allowed  her  to  en- 
dorse the  carping,  harping,  whining, 
whinging,  dreary  rights-of-victims 
thing  that  currently  passes  for  a  social 
agenda  in  America.  Nor  was  this  the 
first  time  I'd  run  afoul  of  lesbian  lit- 
crit.  The  same  sort  of  person  who 
kept  me  from  hearing  Dr.  Cook  took 
me  roundly  to  task  a  few  years  ago 
when  I  published  a  biography  of 
Dorothy  Thompson,  the  American 
journalist  and  commentator,  whose 
open  romance  in  the  early  1930s  with 
the  German  writer  Christa  Winsloe, 
author  of  Madchen  In  Uniform,  has 
found  its  way  permanently  into  gay 
and  lesbian  almanacs  and  stuck  poor 
Dorothy  on  the  "They  Were  Really 
Homosexual"  list.  Never  mind  that 
Dorothy  Thompson  had  three  hus- 
bands and  a  couple  of  dozen  male 
lovers  before  she  died;  I,  her  biogra- 
pher— and  "a  man" — had  "aban- 
doned the  issue  of  her  lesbianism" 
midway  through  the  book.  I  was  tried 
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One  man's  love  affair 
with  two  Dorothys 


By  Peter  Kurth 
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and  condemned,  not  for  something 
I'd  said,  but  for  something  Dorothy 
said,  plain  as  day,  when  she  finally 
turned  her  back  on  "sapphic  love." 

"It  doesn't  suit  me,"  she  wrote.  "All 
this  petting  is  nothing  without  the  deep 
thrust  to  the  heart  of  one."  It  may 
be,  as  some  of  my 
friends  insist,  that 
Dorothy  was  "in 
denial,"  that  she 
"didn't  know  much 
about  lesbian  sex" 
and  hated  herself  in 
the  morning.  All  I 
know  is  she  got  the 
hell  out  and  never 
went  sapphic  again. 

You  have  to 
understand  some- 
thing about  Do- 
rothy Thompson: 
any  sex  would  be 
proud  to  have  her. 
She  was  one  of  the 
greatest  journalists 
the  world  has  ever 
seen — "a  molder  of 
opinion,"  her  con- 
temporaries said,  "a 
power  in  the  land," 
seeing-eye  of  Cassandra  and  the  ap- 
pearance of  Briinnhilde  with  the 
gusto  of  General  Patton  and  the  holy 
fire  of  a  crusading  apostle."  In  the 
1920s,  as  chief  correspondent  for  the 
Curtis-Martin  newspapers  in  Vienna 
and  Berlin,  Dorothy  Thompson  was 
America's  preeminent  expert  on 
Middle  Europe  and  later  the  loudest 
and  most  impassioned  voice  raised  in 
this  country  against  the  menace  of 
the  Nazis.  In  1934  she  was  expelled 
from  the  Third  Reich  on  the  personal 
order  of  Adolf  Hitler;  a  "Dorothy 
Thompson  Emergency  Squad"  had 
actually  been  established  at  the 
German  Foreign  Office  in  order  to 
monitor  her  writings  against  the 
Hitler  regime.  Her  thrice-weekly 
opinion  column,  "On  The  Record," 
was  syndicated  to  hundreds  of  news- 
papers in  the  United  States.  She  was 
the  highest-paid  lecturer  in  the  coun- 
try, fielding  up  to  700  requests  a  week 
to  appear  at  rallies,  dinners,  club 
meetings  and  business  roasts,  deliv- 
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ering  commencement  addresses  at 
colleges  and  universities  across 
the  nation  and  broadcasting  every 
Sunday  night  over  the  NBC  radio 
network  in  a  kind  of  topical  swing 
session  that  allowed  her  to  comment 
on  any  subject  she  chose,  from  the 


The  two  Dorothys,  Thompson  (left)  and  Parker:  above  and  beyond  the 
neuroses  of  most  modern-day  biography. 


'combining  the 


fate  of  nations  to  the  shape  of  hats. 

"She  has' shown  what  one  valiant 
woman  can  do  with  the  power  of  a 
pen,"  said  her  friend  Winston 
Churchill.  "Freedom  and  humanity 
are  her  grateful  debtors."  In  1939  she 
appeared  on  the  cover  of  Time,  where 
she  was  described  as  "undoubtedly  the 
most  influential"  woman  in  the  United 
States  after  Eleanor  Roosevelt.  And 
I — silly  me! — had  "abandoned  the 
issue  of  her  lesbianism." 

To  be  frank,  I  don't  give  a  damn 
about  Dorothy  Thompson's  lesbian- 
ism except  insofar  as  her  willingness  to 
experiment  was  a  signal  of  her  open 
mind,  her  courage  and  her  determina- 
tion not  to  go  through  life  as  a  robot.  I 
don't  hesitate  to  declare  that  I  fell  in 
love  with  this  woman  on  the  day  we 
met — more  than  ten  years  ago  now, 
between  the  covers  of  her  long-for- 
gotten books  and  in  the  yellowing 
clips  of  her  syndicated  column.  I  am 
certain,  in  fact,  that  my  biography  of 
Dorothy  Thompson  succeeds  pre- 
cisely to  the  point  that  I  was  in  love 
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with  her.  I  did  not  regard  it  as  my  jo 
as  so  many  biographers  do,  to  kno<  I 
my  subject  on  the  head,  poke  tl 
corpse  with  a  stick  and  snicker  whc; 
the  bugs  crawled  out.  I  am  adamant 
against  the  "psychological"  school  ar 
not  inclined  to  look  at  the  past  as 
mirror  of  my  ovf 
neuroses:  I'm  in  tl! 
business  of  celebra 
ing  lives.  It's  becon 
fashionable   amor 
biographers  to  mo; 
a  great  deal  abo 
the  nature  of  the 
art,  about  its  "fata 
ness,"  its  lack  of  "0! 
jectivity"     and    i 
essentially    prurie 
nature.  You  wor 
hear    men   beatii 
this  drum  nearlrjl 
hard     as     wome 
however.  The  wo 
pathography,  if  I' 
not  mistaken,  sprai 
from  the  nightma 
mind  of  Joyce  Car 
Oates  and  found  i 
ultimate   definitk 
(I  certainly  hope)  in  Janet  Malcoln 
Silent  Woman,  her  broody  meditatk 
on  the  myth  of  Sylvia  Plath  in  a  bo< 
that   is   guaranteed  to  bring  on 
headache.  So  pained  is  Ms.  Malcol 
by  the  self-serving  goals  of  contemp 
rary  biographers,  herself  among  thei 
that  she  can  barely  keep  her  own  he; 
out  of  the  oven,  let  alone  rememb 
the  first  requirement  of  a  good  boc 
that  it  tell  a  good  story.  This  requir 
discrimination,  of  course,  along  wit! 
definite  point  of  view,  a  willingness 
pick  and  choose  material  and  an  a 
sumption  of  responsibility  for  the  11 
ished  product.  I  may  be  the  last  oi  1 
breed,  but  I  never  imagined  that  bio 
raphy  was  supposed  to  be  objective 
wrote  the  life  of  Dorothy  Thomps< 
because  I  admired  her  example  at 
worshipped  her  spirit.  I  had  no  oth 
agenda  and  never  needed  to  look  ft 
ther  than  Dorothy's  own  words  foi 
justification  of  my  position. 

"Women,"  she  once  wrote— si 
was  given  to  blanket  statements  lil 
this — "Women,  conscious  of  ther 
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selves  as  'the  sex,'  are  a  bore.  Large 
bodies  of  women  aggressively  being 
women,  without  the  alleviating  comic 
spirit,  which,  as  Meredith  pointed 
out,  men  introduce  into  the  society  of 
women  and  women  into  the  society 
of  men,  are  infinitely  wearisome 
when  not  somberly  terrifying."  As 
a  veteran  of  the  campaign  for  woman 
suffrage  in  America,  Dorothy 
Thompson's  feminist  credentials 
were  unassailable.  After  World  War 
II  she  became  president  of  the  World 
Organization  of  Mothers  of  All 
Nations — W.O.M.A.N. — and  issued 
a  call  for  universal  disarmament  that 
got  her  in  a  heap  of  trouble  with 
the  anti-communist  crowd. 

"People  have  confidence  in 
women    to    get    them    out    of 
trouble,"     Dorothy    explained. 
"Otherwise  the  people  {not  the 
Church)  would  never  have  ele- 
vated the  Virgin  Mother  to  the 
role  they  did,  quite  clearly  confi- 
dent that  they  could  count  on 
Mary  more  hopefully  than  on  the 
Holy  Ghost.... A  little  more  matri- 
archy is  what  the  world  needs,  and 
I  know  it.  Period.  Paragraph."  But 
she  had  no  use  for  "the  specious 
feminism  of  the  women's  maga- 
zines, which  persist  in  finding 
cause  for  jubilation  every  time  a 
woman  becomes,  for  the  first  time,  an 
iceman,  a  road  surveyor  or  a  senator." 
She  abhorred  the  American  habit  of 
regarding  women  as  "news,"  of  divid- 
ing subjects  of  interest  into  "male"  and 
"female"  categories  and  looking  at  "the 
inevitable  development  of  women  as 
something    quite    apart    from    the 
general  evolution  of  civilization." 

"Parenthetically,  may  I  say,  that  this 
'women's  stuff  would  be  vastly  more 
amusing  were  it  written  by  men," 
Dorothy  went  on.  "The  editor  of  an 
American  newspaper  with  a  Paris  edi- 
tion once  told  me  that,  losing  a  woman 
fashion  reporter,  he  put  a  bright  boy  on 
the  job  and  that  the  boy  was  the  best 

fashion    editor   he    ever   had The 

moral  of  this  is  not  the  hasty  one  of  the 
anti-feminists  that  any  man  can  do  a 
woman's  job  better  than  she  can  her- 
self, but  that  despite  the  American  ef- 
fort to  separate  the  interests  of  men 


and  women,  women  are  still  interested 
in  men  and  men  in  women." 

Hear,  hear.  If  more  men  wrote 
books  about  women,  we  might  be  in 
line  for  a  biographical  renaissance. 
We'd  see  some  fine  biographies  of 
Catherine  the  Great,  for  example, 
and  nothing  at  all  about  Anai's  Nin. 
(My  personal  vision  of  hell  is  to 
be  locked  in  a  room  with  Robin 
Williams  and  nothing  to  read  but 
Nin's  Diaries.)  We  might  even  get  a 
good  biography — finally — of  the 
"other"  Dorothy,  Mrs.  Parker,  who, 
through  some  bizarre,  late-century 
twist  in  cultural  values,  has  emerged 
as  the  front-runner  in  the  race  for  the 

/  may  be  the  last  of  a  breed,  but 

I  never  imagined 

that  biography  was  supposed  to  be 

objective.  I  wrote 

about  Dorothy  Thompson  because 

I  admired  her  example  and 

worshipped  her  spirit.  I  had  no 

other  agenda. 

title  of  Most  Downtrodden  Woman 
in  History.  Anyone  who  saw  Jennifer 
Jason  Leigh's  deeply  grieved,  noire 
performance  as  Dorothy  Parker  in 
Alan  Rudolph's  recent  film,  Mrs. 
Parker  And  The  Vicious  Circle,  will 
know  just  how  unhappy  Mrs.  Parker 
was;  they  will  know  nothing,  unfor- 
tunately, about  how  funny  she  was, 
why  so  many  people  liked  to  be 
around  her  and  why  no  one  in  her 
own  time  even  thought  of  cracking 
her  over  the  head  with  a  lamp  in 
order  to  shut  her  up.  In  1993,  to  mark 
her  centenary,  I  was  asked  by  one  of 
America's  shinier  magazines  to  write 
a  tribute  to  Mrs.  Parker,  only  to  be 
told,  as  the  anniversary  came  and 
went,  that  the  editors  wanted  "to  wait 
for  the  movie."  Personally  I'm  con- 
vinced that  they  never  ran  the  story 
because  it  skipped  so  lightly  over 
Mrs.  Parker's  pain.  She  "wore  [her] 


heart  like  a  wet,  red  stain/  On 
breast  of  a  velvet  gown" — these 
Dorothy    Parker's    own    words 
describe  her  situation.  I  was  woni 
ing  what  she  might  say  if  she  ki 
that  her  face  had  been  put  0 
postage    stamp — something    ab 
being  licked,  I  suppose,  or  sole 
sheets  or  swapped  by  collectors, 
was  a  woman  of  whom  it  was  s 
correctly,  that  "the  men  were  in 
out  of  her  apartment  like  the  mai 
"I'm    a    feminist,"    Mrs.    Par 
protested,  "and  God  knows  I'm  1 
to  my  sex,  and  you  must  remerr 
that  from  my  very  early  days,  w 
[America]   was   scarcely  safe  fi 
buffaloes,  I  was  in  the  struj 
for  equal  rights   for  worm? 
Until  recently  she  was  the  c 
woman  in  America  to  who 
whole   volume   of  the   Vil 
Portable  Library  was  devotee 
fact,    and   she    sells   like  1- 
cakes — in  the  top  ten  by  t! 
recent  count,  next  to  Shai 
peare,  Nietzsche,  Jung,  Thon 
Emerson,  Poe  and  Joyce. 

So  why  have  women  all 
eluded  that  her  life  was  a  di:< 
ter,  an  indignity,  a  tragedy  r 
and  simple?  The  most  rec 
biography,     Marion     Mea 
Dorothy  Parker:  What  Fresh  1 
Is  This?  (1989),  takes  its  hilarious  I  '*. 
from  Mrs.  Parker's  habitual  respc1: 
when  the  doorbell  rang  ("It  wavt 
funny,"    said    her    friend    Vincif3 
Sheean;  "she  meant  it"),  but  Me  : 
is  squarely  in  the  line  of  the  psy<  - 
deconstructionists,    portraying  I  ■ 
rothy  Parker  as  a  weepy,  rauru  , 
disconsolate   pain    in   the   ass,  -1 
humor    born    of  shame    and  s 
loathing,     her     internalized    a:  - 
Semitism...oh,   never  mind:  it'1 
terrible  time  to  be  a  literary  legen- 
America.  A  man  writing  her  st  ' 
might  run  the  risk  of  minimi? 
Mrs.    Parker's    suffering,    but  I 
wouldn't  reduce  her  to  a  cipher, 
would  never  deprive  her  of  her  u 
mate  weapon  and  shield:  humor. 

"There   must  be  courage;  tl ; 
must  be  no  awe,"  Mrs.  Parker  her 
observed  when  she  talked  about 
work.  "There  must  be  criticism, 
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lor,  to  my  mind,  is  encapsulated 

•iticism.  There  must  be  a  disci- 

d  eye  and  a  wild  mind.  There 

be  a  magnificent  disregard  for 

reader,  for  if  he  cannot  follow 

there  is  nothing  you  can  do 

it."  Alcoholism?  Lousy  love 

s?  Suicide  attempts?  There  were 

in  Mrs.  Parker's  life,  and  after 

)f  them,  in  1925,  she  tied  huge 

ribbons  to  her  bandaged  wrists 

sked  if  she  could  have  a  flag 

r  oxygen  tent.  The  various  epi- 

she  composed  for  herself — 

ise  My  Dust,"  "This  Is  On  Me," 

If  You  Can  Read  This,  You've 

Too  Close" — are  as  famous 

is  her  legendary  couplet,  "Men 

:m  make  passes/  At  girls  who 

Mglasses."  But  how  many  people 

■  know    that    Dorothy    Parker 

ftd  to  be  buried  "in  a  shroud 

t  of  unpaid    bills    from    Va- 

■a?"  And  why  is  humor  regarded 

Miinor  achievement  in  the  arts? 

|4.is   era  of  cheap   psychology, 

■["dysfunction"  is  the  explanation 

tt  hour  and  all  emotional  experi- 

Hpas  been  equalized,  democra- 

zec  and    flattened    to    banality, 

sffeht  want  to  remember  that  dif- 

rei  ages  had  different  standards, 

mat  one  woman's  "denial"  is 

ftr's  intense  relief 

»u  know  how  you  ought  to  be 

Bien?"  Mrs.  Parker  once  asked. 

fwhould  always  be  aloof,  you 

iou  never  let  them  know  you  like 

ieir  you  must  on  no  account  let 

«el  they  are  of  any  importance 

m  you  must  be  wrapped  up  in 

>ur  ati  concerns,  you  may  never  let 

»eBose  sight  of  the  fact  that  you 

HBerior,  you  must  be,  in  short,  a 

gul  stuffed  chemise.  And  if  you 

»uldee  what  I've  been  doing!" 

iw*  do  I  write  about  women? 

&  I  like  them.  I  honor  them. 

nd  .vvant  the  sexes  to  lighten  up. 

wal  that  even  Rotarians  ought 

■appelate.  • 

IKurth     is    the    author    of 
nastiia  ana' American  Cassandra, 
eMfe  Of  Dorothy  Thompson. 

t  isirrently  at  work  on  a  biography 
liaaa  Duncan. 


If  you  want  to  celebrate  Jack  Daniel's  birthday  with  us  this  month,  how  about  a  sip  of  his  Tennessee  Whiskey? 

THOUGH  JACK  DANIEL'S  BIRTHDAY  is 
celebrated  in  September,  the  exact  day  and  year 
remain  a  mystery 

His  statue  at  our  distillery  reads  that  he  was 
born  in  1850.  Yet  other  sources  state  it  was 
September  of  1846.  And  as  to  which 
day,  that  may  never  be  known.  Still, 
all  the  confusion  has  never  stopped 
anyone  from  celebrating  Mr.  Jack's 
birthday.  The  way  we  look  at  it, 
there's  any  one  of  30  days  to 
choose  from. 


SMOOTH    SIPPIN* 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 

Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361],  Tennessee  37352 

Placed  m  the  National  Register  of  Historic  Places  by  the  United  States  Government 
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There's  never  a  dull  moment  in  the  great 
port  city  of  Osaka.  Through  its  gates,  long 
ago,  came  missionaries,  traders  and 
emissaries.  Emperors  have  been  buried  here.  Warlords  built 
their  castles  here.  Merchant  families  made  their  fortunes 
here.  The  government  still  coins  its  money  here.  And 
it's  here  that  the  curtain  first  rose  on  Japan's  celebrated 
bunraku  puppet  theatre. 

In  March  1996,  another  distinguished  name  will 
take   up  residence  in  this  dynamic 

metropolis:  the 
long-awaited  Imperial 
Hotel,  Osaka. 
Like  the  legendary 
Imperial  Hotel  in  the 
heart  of  Tokyo,  the 
Imperial  Hotel,  Osaka, 

will  be  the  premier  hotel  in  the  city,  with  a  century-old 
tradition  of  catering  to  our  guests'  every  need,  personal  or 
business,  near  or  far.  Our  accommodations  will  rival  the 
proud  castles  of  old.  Globe-trotting  executives  will  rejoice 
at  our  sophisticated  facilities. 

And  like  in  Tokyo,  our  location  will  be  unbeatable:  just 
midway  between  the  commercial  district  (downtown)  and 
Osaka  Business  Park  (uptown).  By  day,  we'll  be  close  to 
Osaka's  cultural  treasures;  by  night,  to  its  nationally-famous 


1,000  cherry  trees 
historic  Okawa  River. 


restaurants.  And  every 
spring,  our  windows  will 
open  onto  the  city's  most 
glorious  spectacle:  the 
full  flowering  of 
along  the  banks  of  the 
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We  expect  to  welcome  a  few  thousand  extra  visitors  to  our 

neighborhood  during  that  time.  But  it 

goes  to  show  that,  in  Osaka  as  in 

Tokyo,  The  Imperial  is  always 

where  the  action  is  —  and 

without  question  the 

best  address  in  town. 
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For  information,  contact  the  Overseas  Sales  Offices  of  the  Imperial  Hotel:  London  Tel:  (171)355-1775;  New  York  Tel:  (212)692-9001; 

Los  Angeles  Tel:  (213)627-6214.  For  reservations,  contact  the  Imperial  Hotel,  Tokyo  Tel:  (03)3504-1111,  or  contact  your  nearest 

travel  agent.  For  reservations  at  the  Bali  Imperial  Hotel  resort  on  Legian  Beach,  Bali,  Indonesia,  contact:  Tel.  (62)361-730730. 

The  Imperial  Hotel,  Osaka,  will  open  on  March  15,  1996. 

OAP  (Osaka  Amenity  Park),  1-chome,  Tenmabashi,  Kita-ku,  Osaka  530,  Japan  Tel:  (06)881-1 1 1 1 

Portrait  of  feudal  lord  Toyotomi  Hideyoshi  (16th  c  )  from  the  collection  of  Koudai|i,  Kyoto  Puppet  from  the  collection  of  the  Waseda  University  Theatre  Museum,  Tokyo. 


ear  Irascible  Traveler:  As  someone  who's  on  the  road  more  than 
ilf the  year,  I  learned  my  lesson  long  ago  about  using  my  company  phone 
<rd  and  avoiding  the  minibar  when  staying  at  hotels.  Unfortunately, 
<at's  not  a  lesson  easily  taught  to  my  two  teenage  daughters,  who,  on  a  re- 
nt trip  managed  to  drain  most  of  the  family  travel  budget  on  minibar 
nging  and  protracted  phone  calls  to  their  boyfriends  back  home. 

Hotel  &  Motel  Association  and  dared 


Departures 


Just  one  more  occasion  for  my  wife  to 
mind  me  why  I  should  have  gotten 
it  vasectomy  back  in  the  '70s. 

I  While  Tm  not  trying  to  assign  blame 
iay from  my  daughters,  I  just  don 't  un- 
■  id  why  hotels  charge  so  much  for  local 
^^mom  my  room  and  minibar  items. 


i 


DTELS  OVERCHARGING  ON  PHONE 

ses  and  minibar  items?  I'm  shock- 
1— shocked! — to  hear  of  such  bla- 


them  to  justify  those  prices.  "The 
minibar  is  put  in  your  room  for  con- 
venience," said  Kathyrn  Cochran, 
who  handles  food  service  questions 
for  the  association.  "You  pay  for  that 
convenience." 

Yes,  but  do  I  have  to  pay  four  times 
the  going  rate  for  convenience? 

"You  have  to  understand,  they're 
paying  for  the  actual  minibar,  and  for 
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The  Irascible  Traveler 


t  gouging  in  the  so-called  hos- 

ality  industry. 
,  JWhy  do  hotels  charge  so  much  for 
>  little?  Because  they  can,  my  in- 

Sdibly  naive  friend.  They  count 
jthe  fact  that  if  you — or 
fir  teenage  daughters — 
ike  up  at  3  a.m.  with  a 
•colate  craving,  you'll  have 
where  else  to  go  but  the 
flnibar  for   satisfaction. 
'■ill  pay  the  $12.50  for  a 
iclcers  bar  and  wake  up 
|h   nothing    but    a 
liibar-bill  hangover. 
It's  the  same  with 
lei  phones.  If  you 
't  be  bothered  to  ac- 


someone  to  come  around  and  restock 
it  and  keep  inventory  and  all  that." 

Okay,  fine.  Then  what's  the  over- 
head on  these  things? 

"I  don't  know.  I'm  sure  it  varies 

from  hotel  to  hotel." 

Hungry  at  3  When  we  called  the  Hilton 

a.m.? That       organization    to    pursue    the 

binge  is  going     matter,  they  fobbed  us  off  on 

to  cost  you.  the  food-service  person- 


your  own  carrier — 
ch  is  likely  to  cost  you 
-cent  "access  charge" 

jvay — it's  caveat  emp- 

Ifauddy. 

put,  one  outrage  at  a  time, 
^et  to  the  bottom  of  the  minibar 
ation,  we  made  random  calls  to 
ral  hotels  in  New  York,  Chicago 
L.A.,  and  found  the  price  of  a 
ibar  can  of  soda  ranged  from  a 
y  reasonable  $1.50  to  an  appalling 
We  then  called  the  American 


Give  me 

your  stranded, 

your  cramped, 

your  bumped, 

your  "I  have 

no  record  of  your 

reservation,  Sir" 


nel  at  the  Chicago  Hilton  property. 
There,  minibars  take  in  revenues  of  $1 
million  per  year  and  run  a  40%  profit. 
Yet  the  minibar  items  were  among  the 
least  expensive  we  found.  (A  can  of 
Coke  costs  $1.50.)  So  imagine  the  prof- 
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its  raked  in  at,  say,  New  York's  Plaza 
Hotel,  where  a  Coke  is  $3.75. 

We  once  knew  a  thrifty  business 
traveler  who  got  around  the  high  cost 
of  minibars  by  indulging  all  night  and 
then,  in  the  morning,  running  out  to 
a  7-Eleven  to  replace  the  items  before 
the  maid  arrived. 

While  we  applaud  his  determina- 
tion, most  people  just  don't  have  the 
time  to  go  galavanting  all  over  town 
for  replacements.  And  anyway,  many 
hotels  now  have  high-tech  minibars 
that  sense  when  an  item  is  removed 
and  immediately  bill  the  customer. 

To  find  out  about  hotel  room  tele- 
phone fees,  we  contacted  Susan 
Lewis  Sallet  at  the  Federal 
Communications  Commis- 
sion's Common  Carrier  Bur- 
eau. She  told  us  that  in-room 
phones  come  under  the  same 
classification   as   public   pay 
phones — all  lumped  in  the 
"operator  service  provider" 
category,   which   saw   its 
complaint  rate  nearly  dou- 
ble from  1993  to  '94. 

Sallet's  advice  is  to  use 
caution  when  picking  up  that 
receiver.  Operator  Service  Pro- 
vider (OSP)  phones  by  law 
have  to  allow  you  to  access 
your  own  carrier,  but  the 
FCC  doesn't  regulate  the  ac- 
cess fees  hotels  often  charge 
for  that  access. 

It  does,  however,  investi- 
gate consumer  complaints 
and  will  take  action  against  OSPs  that 
appear  to  charge  excessive  fees. 
Currently,  the  FCC  has  three  such 
companies  under  investigation  and 
has  taken  action  against  one  other, 
Oncor  Communications  of  Bethesda, 
Maryland,  which  has  been  known 
to  charge  three  to  four  times  the 
rates  offered  by  major  carriers  like 
AT&T  and  MCI. 

But  hotels  still  have  to  take  some 
heat  for  the  high  cost  of  phone  ser- 
vice. Most  utilize  larger  carriers  and 
then  tack  on  their  own  fees  for  the 
upkeep  of  their  phone  systems.  Kevin 
Maher,  of  the  Hotel  &  Motel 
Association,  told  us  that  hotels  charge 
so  much  because  phone  systems  are 


"costly  to  install  and  maintain." 

Are  you  saying  hotels  don't  make 
a  lot  of  money  from  phone  service? 

"My  guess  is  no,  they  don't," 
Maher  replied. 

Guess  again. 

According  to  Smith  Travel  Re- 
search, which  compiles  data  on  hotel 
services  nationwide,  revenues  from 
phone  service  rank  third  behind  room 
charges  and  food  and  beverage,  with 
$1.7  billion  annually.  That,  despite  the 
fact  that  Maher  says  phone  service 
revenues  are  withering.  "Hotels  are 


' 


No,  I  don't  care 

what  you  say! 

I'm  telling  you,  this 

is  not  Lincoln 

&!#*&*! Center! 


seeing  less  and  less  re- 
turn on  long  distance 
calls  because,  I  think,  a 
lot  of  people  know  how 
to  access   their  person- 
al carriers." 
If  true,  it's  welcome  news.  In  1992, 
the  FCC  estimated  consumers  could 
save  $280  million  per  year  by  avoiding 
the  highest-priced  OSPs. 

So  the  next  time  you  nearly  have  a 
brain  hemorrhage  after  seeing  your 
hotel  phone  bill,  we  recommend  you 
first  contact  the  OSP  and  try  to  re- 
solve the  issue  yourself.  (The  name 
and  number  should  be  on  the  room 
phone.)  Failing  that,  file  a  complaint 
with  the  FCC  (Enforcement  Divi- 
sion, Common  Carrier  Bureau,  Mail 
Stop  1600  A2,  Washington,  DC 
20554).  They're  often  successful  in 
having  the  bill  adjusted. 

And  for  Pete's  sake,  keep  your 
teenagers  away  from  the  phone. 


Dear  Irascible  Traveler. 

I  don't  know  if  it's  just  me,  but  I  hw'tt. 
absolute  worst  time  with  car  serte. 
and  I'm  fed  up.  The  cars  are  always 
the  drivers  are  rude  and  don 't  speak 
English,  and  they're  constantly  ge  i 
lost.  And  then  when  I've  called  to 
plain,  I've  been  given  the  runarou, 
I'd  like  to  know  who  trains 
drivers  and  what  qualifications 
have,  because  if  you  ask  me  they're 
pletely  incompetent. 

Of  course,  you  could  al\ 
hail  a  taxi.  Then  you'd  have  the  pli 
of  whiplash  and  noxious  traffic 
since  most  of  these  cars  seem  ti 
air  conditioning.  And  if  you  b 
you  have  problems  commui  at 
ing  with  radio-car  driver  itr 
chatting  up  a  cabbie. 

After  several  attemj  jtt 
find  a  car  and  limousin  '«• 
vice  willing  to  talk  tjp- 
we  finally  landed  Mi  te 
Men  Fleet  Radio  Dis].tcl 
in  Woodside,  N.Y.,j$< 
spoke  with  Sales  Ma:ge 
Paco  Soto. 

Just  where,  we  asked  Sol  d< 
you  get  your  drivers? 
"We  basically  take  people  whc  aw 
been  in  the  yellow-car  industry,  an<  he 
gather  their  experience  there,"  he  to]  u! 
as  if  that  was  supposed  to  make  ife 
better.  "We  test  their  knowledg  ini 
their  command  of  the  English  Ian:  agi 
as  well  as  their  knowledge  of  the  :a. 
You  could've  fooled  us,  we  thojl 
But  suppose  a  driver  shows  up  I 
hours  late  or  gets  us  lost  in 
crime-infested  nether  region? 

"When  we  get  a  complain) 
management  pulls  a  'slip'  or 
driver,"  Soto  said.  "And  the  drivi 
to  appear  before  a  judicial  b 
where  we  weigh  everything  a 
necessary,  we  heavily  fine  him.  I 
this  is  a  consistent  thing,  we  seno 
back  to  radio  class."  Serious  3 
tions,  he  added,  merit  firing. 

Alas,  the  client  is  not  allow 
fire,  or  shoot,  his  driver.* 

Horror  stories?  Write  The  Iras\ 
Traveler,   Forbes   FYI,   60  1\ 

Avenue,  New  York,  NY10011. 


: 
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ABSOLUT*  VODKA  PRODUCT  OF  SWEDEN  40  AND  50%  ALC/VOL  (80  AND  100  PROOF)  100%  GRAIN  NEUTRAL  SPIRITS.  ABSOLUT  COUNTRY  OF  SWEDEN  VODKA  &  LOGO,  ABSOLUT,  ABSOLUT 
BOTTLE  DESIGN  AND  ABSOLUT  CALLIGRAPHY  ARE  TRADEMARKS  OWNED  BY  V&S  VlN  &  SPRIT  AB  ©1995  V&S  VIN  &  SPRIT  AB.  IMPORTED  BY  THE  HOUSE  OF  SEAGRAM,  NEW  YORK,  NY. 

THOSE  WHO  APPRECIATE  QUALITY  ENJOY  IT  RESPONSIBLY. 

We've  spent  200 
years  helping  you  plan 

your  day 


Letts  has  made  history  by  producing  diaries  for  nearly  200  years.  Letts  diaries, 

used  to  record  daily  events  by  such  illustrious  greats  as  Charles  Dickens,  George 

Bernard  Shaw,  Queen  Victoria  and  President  Roosevelt,  are  now  on  the  desks  of 

today's  prominent  leaders  and  everyday  people.  That's  because  Letts  helps  people 

with  challenging  lives  stay  ahead  by  planning  their  days  wisely. 


of  London 


The  Essential  Accessory. 

Available  at  Fine  Stationery,  Luggage,  Specialty  and  Department  Stores. 
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■on't  you  just  love  pets?  Me  neither,  can't  stand  the  fluffy 
tie  fleabags.  My  priceless  Louis  Quinze  armchair  clawed  to  shreds, 
drballs  in  the  vegetable  bin,  poopsky-scoopsky  everywhere;  Man's 
st  friends,  indeed.  Want  a  friend?  Buy  an  inflatable  doll. 
I  had  a  pet  once,  a  miniature  schnauzer  named  Alfred  Nobel.  I 
ought  if  I  kicked  it  often  enough — well,  never  mind.  I  have  a  cat 


med  Einstein,  because  he's  excep- 

nally  smart  about  dodging  cars.  He's 

;enius,  even  if  he  can't  tie  his  own 

)es.  Oh,  well.  On  with  der  schau. 

Yes,  there  is  a  vast  universe  of  pet 

unos  out  there,  as  people  lavish 

•re  and  more  money  on  their  pets, 

\  less  on  their  increasingly  recalci- 

nt  children.  Hey,  your  pets  don't 

mp  you  full  of  double  martinis  and 

n  make  you  sign  a  power  of  attor- 

',  minutes  before  dumping  you  in 

unlicensed  nursing  home.  So  why 

:  pamper  them  a  bit?  Spoil  them, 

instance,  with  items  from  Harry's 

galog,  a  catalogue  published  by 

jle  for  the  Ethical  Treatment  of 

mals  (PET A).  You  know,  the 

)le  who  fire-bomb  cosmetics  lab- 

tories     and     splash     blood     on 

eabeth   Taylor   every   time    she 

irs   Siberian   fox   to   a   perfume 

ning. 

he  Dogalog  gets  a  big,  wet  lick 
n  Gizmo.  We  like  the  Humane 
usetrap  ($12),  the  100%  Herbal, 
elty-Free  Dog  Shampoo  and  Dip 
the  Zigwags  vegetarian  dog  bis- 
($4),  and  the  Sheds-All  groom- 
ool  "that  handles  hairy  problems 
le  giving  positive  strokes  to  furry 
ds."  ($6;  sounds  like  something 
Clinton  could  use  on  Newc.)  And 
specially  favor  the  provocative, 
le-rousing  T-shirts  modeled  by  a 
ing  young  vicuna  named 
rtney  Thorne-Smith.  "She  plays 
on  on  'Melrose  Place,'"  a  PET  A 
w  traveler  explains. 
:'s  a  drunk."  The 
'ence  is  to  Allison, 

The  Humane 

Mousetrap  means 

no  more 

sliced  mice. 


Dr.  Gizmo 


not  Ms.  Thorne-Smith. 

GIZMO  RATING:  3.9  out  of  4. 

Best  in  show.  And  no  energy-wasting 
800  numbers,  either.  Dial  301-770- 
8978.  Ask  for  Courtney. 

The  main  problem  with  dogs  is 
the  same  problem  with  people:  they 
make  noise.  When  humans  bay  inces- 
santly, we  land  them  a  guest  spot  on 
the  Jenny  Jones  show.  But  alas,  there 
are  no  such 
options  for  ca- 
nines. There 
are,  however,  a 
plethora  of 
neo-Pavlovian 
"silencing"  gizmos  available. 

Take,  for  instance,  the  Waterjet 
Kennel  Silencer,  eerily  reminiscent  of 
the  APC-mounted  water  cannon  fa- 
vored by  the  East  European  police  of 
yesteryear.  Just  like  the  Polish 
ZOMOs  used  to  douse  Solidarity 
workers,  the  Silencer  sprays  water  on 
any  dog  that  says  "woof,  woof  at  the 
wrong  time.  ($300)  There  are  also 
hand-held  gizmos  called  Barker 
Breakers  that  emit  high-pitched 
sounds  to  reinforce  the  conventional 
command,  "Shut  up!"  ($25  and  $45.) 

And  then  we  move  on  to  anti-bark 
devices  that  use  electro-shock  "ther- 
apy." (For  humans,  this  has  been  re- 
named "electro-convulsive  therapy." 
In  Petspeak,  it's  called  "electric  pulse" 
reinforcement.) 


If  the  ASPC A 
doesn't  entertain 

serious  doubts 
about  its  use,  or  if 

it  doesn't  leave 

your  pet  lit  up  like 

an  electric  blanket, 

it's  probably 

not  a  pet  gizmo 
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These  are  noise-sensitive  col- 
lars that  give  Fido  a  little 
jolt  of  the  juice  if  he  starts 
barking   without   permis- 
sion. Most  collars  have  a 
dial  that  allows  you  to  alter 
the  amperage  from  "Gentle" 
to  "Tennessee  Valley  Author- 
ity," for  the  especially  trou- 
blesome pet.  Some  pet  experts 
aver  that  if  your  dog  is  out- 
side   and    barking    all    day, 
maybe  you   shouldn't  leave 
him  alone  all  day.  But  these 
worthies  have  nothing  to  sell. 
By  contrast,  the  catalogue 
of  Doctors  Foster  6c  Smith, 
"The  Company  Owned  and 
Operated  by  Practicing  Vet- 
eranarians,"  sells  several  of  the 
above-mentioned    products, 
ranging  in  price  from  $45  to 
$100.  (800-826-7206,  24  hours 
a  day).  Also  available  from  Alsto's 
Handy  Helpers  800-447-0048.  You'll 
find  the  number  for  your  local  SPCA 
in  the  phone  book. 

Remember  Robert  Frost's  famous 
dictum?  Good  fences  make  good 
pets.  The  latest  word  in  pet  "contain- 
ment" is  the  electric,  or  "invisible" 
fence  that,  like  the  above-mentioned 
collars,  gives  Fido  a  little  buzz  if  he 
strays  too  near  the  underground 
perimeter  wire.  You  get  the  concept: 
Stalag-17  for  dogs. 

These  come  in  a  variety  of  shapes, 
sizes,    and    evocative 
names:    Contain    'n 
Train     ($530     from 
Foster    &.    Smith), 
YardRanger,  Room- 
Ranger  (both  from 
F&S,     $300     and 
$200,  respectively) 
and    Home    Free, 
$250  and  up  (from 
Alsto).  The  fences 
are    not    without 
their  shortcomings, 
however.   Unlike   a 
chain-link  fence,  these 
systems    crash    during 
power  outages.  It  has  also 
happened  that  Rover  scampers  through 
the  electronic  barrier  in  hot  pursuit  of 


_JkJDlP 

lttM.0»rt 


Squeaky-clean 

schnauzers, 

without  all  that 

guilt. 


aquarium 
in    timer 


* 


Mr.  Squirrel,  but  then  has  second 
thoughts  about  re-crossing  the 
Hot  Zone  in  the  return  direc- 
tion. Hey,  maybe  you'll  get 
lucky  and  he'll  become  some- 
one else's  problem. 

Forget  dogs.  What  about 
fish?  Can  you  tell  me  where 
to  get  scrod?  Every  time  I 
fly  into  Boston,  I  tell  that 
little  joke  to  my  post-grad- 
uate   seminar    at    M.I.T., 
and   no  one  laughs.   Oh, 
well.  Here's  a  top-drawer 
tchachka  for  our  untersee 
friends:   the  14-day  Fish 
Feeder  from  Hammacher 
Schlemmer. 

"More  trustworthy  than 
a  neighbor  or  friend"  (I 
should  hope  so!),   this 
gizmo  hitches  on  to 
the  top  of  your 
Then  its  built 
dispenses    a 
carefully  measured  lit 
tie  fish  meal  every 
day  during  the  two 
week  period.   Of 
course,     if    you 
delay    your    re- 
turn,   you'  may 
find  some  silvery 
stomachs    float- 
ing upside  down 

on    Day    15 Hurry 

home!  Kevin  Costner  could  have  used 
one  of  these  to  feed  the  crew  on 
Waterworld. 

GIZMO    RATING:    3 
out  of  4.  Needs  one  AA 
battery.  $30  from  Ham- 
macher Schlemmer. 
800-543-3366. 

But  what  about  our 
feline  friends?  Here's 
an  item  I  found  adver- 
tised   in    Cat  Fancy, 
which      you'll      find 
wedged   in   between 
Car   &  Driver   and 
Catholic    Digest     at 
your  local  library. 


other  cat's  food.  Not  only  are 
rapacious  eaters — Einstein  w> 
be  all  over  the  dining  room  tab 
we  didn't  whack  him  off  each  tin 
but  Tabitha  may  be  on  a  sp< 
low-fat  diet,  while  Felix  can 
what  he  wants.  So  Tab- 
itha would  have  to 
wear  a  special  col 
lar,  which  emits 
a  high-pitch- 
ed tone  and 
warns  her 
away  from 
Felix's 
fodder. 


c 


X 


Shedding  stroker, 

for  your  pet's 

body  and  mind. 


s 


Hillary  might  want  to 
one  of  these  around  the 
Husband,  to  keep  him  o> 
Socks'  Meow  Mix. 
The  Smart  Bowl  is  endc 
by  Catsumer  Reports  (t1 
right...)  and  nominated  for  ( 
ada's  prestigious  Manning  A  war 
innovation.  (The  Canadians  are 
proud  of  their  many  inventions! 
eluding  the  hydrofoil,  frozen  food 
the  green  garbage  bag.) 

GIZMO    RATING:    3    out 
Einstein    says:    purrrrrrrrrfect. 
Available  from  AQCON  of  Torcl 
800-891-BOWL. 


Hi 


With  a  long 

enough  speaker 

wire,  Rex  will 

scare  any  intruder. 


It's  the  Smart 
Bowl,  designed  to 
prevent  one  cat 
from   eating  an- 


Enough  pet  gizmos  for 
moment.  How  about  a  gizmo 
Meet  my  friend  Rex,  the  electi 
watchdog,  who  "patrols"  a  15 
20-foot  radius  with  his  bionic  i 
vision.  When  an  intruder  appro 
es,  Rex  emits  a  digitally-synthes 
warning  bark.  Then  if  Mr.  r 
keeps  coming,  well,  Rex  just  a 
bites  his  head  off.  Ruff.  Rufl 
our  house  Rex  has  Einstein  s( 
witless,  not  such  a  bad  thing, 
haps.  And  Rex  does  tend  to 
barking  when  I'm  talking  o: 
cordless    telephone.    A    correc 
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:ign  flaw,  no  doubt. 

As  the  manufacturer  correctly 
Ants  out:  no  food,  no  shots,  no  third 
jgree  from  the  twits  at  the  American 
;i  nnel  Club,  and  of  course,  no  poop- 
jj'-scoopsky. 

GIZMO  RATING:  3.5  out  of  4. 

1p.  From  the  Herrington  catalog, 
3-622-5221. 
_)T  THAT  I  WANT  TO  BRING  IT  UP, 

I  am  a  man  of  science.  Waste 
nagement  turns  out  to  be  big  busi- 
;s  for  the  pet  purveyors.  The  1995 
CO  ("The  Complete  Pet  Store  in 
ur  Mailbox")  catalogue  has  an  en- 
page  dedicated  to  an  astonishing 
iety  of  post-prandial  animal  aids. 
:  example:  a  polyethylene  plastic 
lica  of  a  burning-red  fire  hydrant 
4.);  Civic  Doodys,  100%    biode- 
dable,  collapsible  cardboard  boxes, 
scooper   ($26    a   dozen);    the 
xrake  ($12);  the  collapsible  alu- 
lum  Poop  Scoop  pan  and  rake  set 
>);   or   the   top-of-the-line,   all- 
ome   Sani-Scoop,   made  of  16- 
ge  galvanized  steel  ($16). 
\t  these  prices,  Gizmo  says,  either 
&  them  Kaopectate  or  teach  them 
se  the  commode.  The  UPCO  cat- 
;,  800-254-8726. 
\„  iufwiedersehen  for  now,  my  little 
hnicks.  And  remember:  if  the 
3CA   doesn't    entertain    serious 
bts  about  its  use,  or  if  it  doesn't 
your  pet  lit  up  like  an  elec- 
tric   blanket,    it's 
probably  not  a  pet 
gizmo.  • 


vags,for  the 
bit  of  vegan 
every  dog. 


WHERE     IDEAS     GO     FAR 


Only  Olympus 

elevates 

Microcassette"1 

recording  to  the 
way  yon  live, 
work  and  think. 
To  an  earphone 
made  almost 
weight/ess, 
playing  yesterday's 
meeting 
on  today's 
flight 
home. 
Or  to  a 
microphone 


N    e     v 


OLYMPUS 


Pearlcorder  L400 

MICR0CA5S€TTt  OECO"0€B 


that 's  smaller  than 

a  cufflink,  yet 

hears  a  voice  from 

across  the  room. 

So  consider  the 

v    uossibilities. 

Made  all 

e  better  by 

Olympus. 


OLYMPUS 


Call  us  for  more  i 


Nothing  more  comfortable  than  staying  at 

Le  Meridien  Hotels  and  earning  double  miles 

with  American  /Advantage®  and  Delta  SkyMiles™? 


Orleans,  San  Diego, 

ork,  Boston,  Dallas, 

real...  you  will  find  a 

iridien  Hotel  in  all  key 

destinations.    For    further 

information,  please  contact 

your  travel  professional  or 

call  our  toll  free  number  : 

800  543  4300. 


Over  80  hotels  worldwide  including  Amsterdam  •  Brussels    •  Dubai  ■  Dublin      Edinburgh 
Frankfurt  ■  London     Melbourne  •  Monte  Carlo     Paris  •  Rio  de  Janeiro  ■  Singapore  •  Tokyo 

American  Airlines  and  AAdvanugr  aie  tcgisiricd  trademarks  uf  American  Airlines.  Inc   American  reserve*  the  ne,h(  in  change  (he  AAdvanuge  pnnjiam  it  any  lime  without  nuiice 


Genuine  oak-leather  soles.  A  solid  foundation  around  which  the  finest  4  11 

shoes  are  made.  By  practiced  artists,  using  the  highest  quality  jfjliv/ll 

materials.  Creating  a  style  as  classic  as  Duke  Ellington  at  the    TjV1^^|. 
piano.  For  more  information  or  a  brochure,  call  l-800-235-2348.(MEA)  JL^.JJ.1-1-" 


It's  a  sobering  thought,  but  it's  entirely  possible  that  your  pix- 
ilated aunt,  the  sherry  drinker  blithely  sitting  on  two  husbands'  worth 
|>f  accumulated  assets,  has  gone  on  10  or  15  years  beyond  her  time 
because  of  the  sherry.  F/or,  the  unsightly  surface  yeast  that  is 
Ihe  key  to  the  aromas  and  flavors  of  the  finest  dry  sherries,  is 
|hought  by  many  to  have  a  range  of  salubrious  effects  on 

below,  only  the  special  limited  bot- 
tlings  from  Domecq  and  Osborne 
cost  more  than  $22,  and  several  are 
half  that  price. 

Manzanilla  These  lighter  aperitif- 
styled  sherries  are  all  the  rage  in 
Spain.  In  the  seafront  restaurants  of 
Sanlucar  they  are  served  with  tapas, 
boiled  shrimp  and  other  shellfish. 
And  because  of  their 
relatively  modest  alco- 
hol levels  (15.50/0-16%), 
they  are  increasingly 
brought  forth  at  the 
dinner  table.  The 
Sanlucar-based 
firm  of  Hidalgo 
makes  two  stun- 
ning  manzan- 
illas  far  supe- 

Grape 

rior  to  anything  else  in  the  category. 
Their  Manzanilla  Fina  "La 
Gitana"  ($10.50)  is  a  pale,  pungent, 
penetrating  wine  with  the  salt  tang  in 
spades.  Your  first  taste  of  this  bracing 
wine  may  come  as  a  shock,  but  I'm 
betting  you'll  want  a  second  glass. 
Hidalgo's  Manzanilla  Pasada 
($16)  is  even  more  concentrated, 
smooth  yet  gutsy,  with  hints  of  nuts 
and  spices  and  a  whiplash  of  an  after- 
taste. Less  profound  and  even  less 
expensive  than  these  two  gems  is 
Hartley  Sc  Gibson's  Manzanilla 
($7-58;  an  aggressively  priced  second 
label  from  the  firm  of  A.  R.  Vald- 
espino):  yeasty  and  faintly  nutty  on  the 
nose  and  silky-smooth  in  the  mouth, 
without  quite  the  delicacy  or  nuance  of 
the  above  wines. 


ne  body  and  spirit.  In  Spain,  flor  is 
/idely  believed  to  have  the  same  ben- 

Kficial  effects  on  digestion  as  camomile 
:a.  Bodega  workers  in  Jerez  purport- 
dly  are  curiously  resistant  to  colds.  I'm 
—Did  th.2X  flor  is  sold  in  powder  and 

iblet  form  in  health  food  stores  in 

Candinavia. 
Besides  its  digestive,  antibiotic  or 

nti-oxidative  qualities,  sherry  is  an  all- 

lirpose  drink:  a  revivifying  aperitif, 

li  accompaniment 

Imps  and  starters 

lie  perfect  des- 

Irtwine — or 

ibstitute.  The 

est  sherries  are 

Imarkably  com- 
ic, and  many  of 

lem  are  impossi- 
'  underpriced. 
Naturally,  sherry    , 
a   hot   seller   in 

Imerica  ...Not! 

[ith  the  exception  of 

Ihandful  of  aggres- 

ply  marketed  brands,  most  of  which 
Fer  little  more  than  inoffensive- 

jss,  sherry  consumption  in  the  U.S. 

Is  steadily  declined  over  the  past 

pieration. 
On  the  theory  that  consumers  have 
lply  not  had  the  good  fortune  to 
lple  the  best  sherries,  I  recently 

[ted  just  about  every  sherry  available 

I the  U.S.  market.  I  have  provided 

|tes  below  on  the  most  distinctive 
prries  currendy  available  in  the  mar- 
cplace,  in  roughly  ascending  eate- 
ries of  sweetness  (see  the  box  on 
je  47  for  background  on  sherry). 
kese  are  the  real  articles.  You  may 
|d  the  driest  sherries  too  uncom- 
)mising;  then  again,  you  may 
them  habit-forming.  Sweetened 
[rosos  and  cream  sherries  may  rep- 
lent  a  better  introduction  for  the 
ithearted.  Of  the  wines  featured 


Juice 


A  sherry  primer:  the 

worlds  most 
undervalued  wine? 


By  Stephen  Tanzer 


FYI 
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Fino  Finos  are  also  lightly  or  not  at  all 
fortified,  and  ideal  with  shellfish, 
olives  and  pates.  Valdespino's  Ino- 
cente  ($12),  a  rare  single-vineyard 
wine,  has  been  called  the  Montrachet 
of  fino.  This  green-edged,  straw-col- 
ored classic  boasts  minerally  aromas  of 
great  subtlety,  an  uncommonly  full- 
bodied  but  very  dry  mouthfeel,  and  a 
brooding,  palate-staining  aftertaste. 
Along  with  the  more  ethereal 
Hidalgo  "La  Ghana," 
this  textbook  Jerez 
fino  must  be 
winedom's  great- 
est steal.  Lustau's 
Puerto  Fino  ($10) 
emits  complex  but  re- 
strained aromas  of  cit- 
rus rind,  minerals  and 
spice.  It's  rich  but  not 
quite  as  austere  as  the 
Inocente  despite  tangy 
acidity.  Hidalgo's  Fino 
Superior  "El  Cuadrado"  ($16)  is 
a  deeper-pitched,  spicier,  fuller  wine, 
with  a  salty-olive  tang.  It's  a  gutsy, 
macho  style  of  fino,  but  not  at  all 
heavy.  Alvear's  Fino  ($7),  from 
Montilla,  offers  pungent  aromas  of 
yeast,  apples  and  pears;  racy,  refin- 
ed, olive-tinged  fruit;  and  a  subtle, 
slightly  bitter  finish.  Two  other  reli- 
able, classic  finos  that  enjoy  wide  dis- 
tribution are  Gonzalez  Byass's  Tio 
Pepe  ($14)  and  Pedro  Domecq's  La 
Ina  ($13.50). 

Amontillado  Dry  amontillados  are 
ideal  accompaniments  for  almonds, 
olives,  fried  foods  and  sharp  cheeses. 
Two  of  the  most  distinguished  and 
prototypical  amontillados  are  "al- 
macenista"  sherries  from  Lustau — 
limited  unblended  sherries  aged  by 
small  stockholders,  typically  doctors, 
lawyers  or  shopkeepers.  The  Amont- 
illado del  Puerto  Almacenista 
fose  Luis  Gonzalez  Obrcgon  ($20) 

boasts  an  extraordinarily  complex  nose 
of  orange  peel,  raisins  and  mossy  earth. 
It's  fresh  and  penetrating  on  the  palate, 
with  a  vibrant  orange  zest  quality. 
Lustau's  Amontillado  Fino  Alma- 
cenista Alberto  Lorente  Piaget 
($21)  shares  the  above  wine's  green- 
tinged  coppery  color.  It's  even  more 
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aromatically  refreshing,  with  notes  of 
almonds  and  dried  fruit,  but  also  a  pro- 
nounced yeasty  quality.  This  is  a  rich, 
smooth,  mouthfilling  wine  of  great 
subtlety.  The  slightly  darker  Hidalgo 
Amontillado  "Napoleon"  ($11)  is  a 
classic  take-no-prisoners  style  of 
amontillado,  with  high-toned  notes  of 
vanilla,  grilled  nuts  and  coffee;  a  pen- 
etrating, intense  palate  im- 
pression; and  a  very  dry 
aftertaste.  The  Amont- 
illado 51-la  of  Pedro 
Domecq  ($57)  offers 
pungent,  older  aro- 
r  mas  of  toasted  hazel- 
I  nuts,  vanilla,  dried 
,  fruits  and  raisins. 
It's  almost  aus- 
tere, with  a  pow- 
erful dry  finish, 
but  so  rich  you  might 
not  miss  the  sugar.  Two  other 
outstanding  amontillados  are  the 
Gonzalez  Byass  Amontillado  del 
Duque  ($19;  aromas  of  burnt  caramel; 
puissant  on  the  palate,  thanks  to  a  wal- 
lop of  alcohol;  lingering  olive  and  cit- 
rus skin  finish)  and  Alvear's  Solera 
Abuelo  Diego  Amontillado  ($14; 
complex  toasty,  nutty  nose  with  an  ap- 
pley  quality  reminiscent  of  Calvados; 
dry,  racy,  very  fresh  middle  palate;  and 
firm,  persistent  finish). 

Palo  Cortado  Pale  cortado 
also  goes  perfectly  with  roaste 
nuts  and  strongly  flavored 
cheeses.  Three  examples  of 
these  deep  amber,  fuller-bodied 
sherries  stand  out  for  their 
concentration  and  com 
plexity.  Osborne's  Palo 
Cortado  Abocado 
"Solera  PAP,"  ($35) 
has  high-toned  aro 
mas  of  toasted  nuts, 
marzipan  and  dried 
fruit;  a  fresh,  juicy  quality 
despite  its  fairly  pronounced 
sweetness;  and  an  utterly  seductive, 
nutty  aftertaste.  Pedro  Domecq's 
Sibarita  "Very  Old  Palo  Cortado" 
($57)  displays  a  fascinating,  older  nose 
of  mocha,  walnuts,  spice  and  maple 
syrup;  exotic,  slightly  aggressive,  mod- 
esdy  sweet  chocolate  and  coffee  flavors 
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leavened  by  an  edge  of  tart  acidity;  an 
a  fairly  dry,  insistent  finish.  Lustau; 
Palo  Cortado  Almacenista  VidJ 

($20)  is  drier  still,  with  a  tangy,  youtl 
ful  nose  of  orange  peel  and  citric  fnu 
beautifully  delineated  flavors  of  nu 
and  figs,  and  intense  finishing  flavq 
Also  outstanding  is  Hidalgo's  Jer« 
Cortado  ($17.50),  with  its  deep  arorrJ 
and  flavors  of  nuts  and  olives,  gracen 
shape  and  impeccable  balance. 

Oloroso  The  best  dry  olorosos  in  ri 
recent  tastings  did  not  offer  quite  tl 
nuance  of  the  aforementioned  pal 
cortados  but  are  unusually  accessitj 
thanks  to  their  layered  textures.  My  n 
vorites  are  Lustau's  Oloroso  Pali 
de  Gallina  Almacenista  Jua 
Garcia  Jarana  ($20;  scent  of  orann 
peel;  supple  and  easy  in  the  moutj 
slightly  saline  aftertaste)  and  Hi., 
algo's  Oloroso  ($11;  nose  of  brov 
butter;  smooth  but  succulent). 

To  my  taste,  the  excitement  in  tl 
oloroso  category  begins  with  tl 
sweetened  wines,  particularly  tw 
sensational  "rare  sherries"  froj 
Osborne.  The  Dark  MahogaJ 
Oloroso  Solera  BC  200  ($35),  weigfl 
ing  in  at  a  hefty  22%  alcohol,  offal 
vivid  aromas  of  trail  mix  and  oranj 
peel.  It's  silky,  thick,  only  moderate] 
sweet  and  quite  heady,  with  a  clasJ 
cally  powerful,  slightly  saline  fil 
sh.  The  Oloroso  Amol 
oso  Solera  m 
fonso  J 
Sabio  ($31 
shares  til 
above  windj 
gree  n - edga 
amber  color.  I 
smells  of  mol 
high-toned  dates  ail 
raisins.  This  is  I 
sweeter,  multidimel] 
sional  oloroso  that  mail] 
'  tains  a  certain  suavil 
thanks  to  its  more  sul 
cessfully  integrated  alcokj 
I  also  enjoyed  the  clasil 
Gonzalez  Byass  Oloroso  Abocadl 
Aposteles  ($19),  an  intensely  flavorel 
nutty,  very  concentrated  sherry  wif 
only  a  moderate  dose  of  sweetnei 
and  a  bracing  citric  peel  qualit 
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THE      NEW     G  E 


A  WORLDWIDE  STRATEGY  OF  REVITALIZATION  IS  BRINGING  JHE  TRADITIONAL/ 

English  label  Aquascutum  into  the  2  1st  century!  ^The  New  York 

STORE    HAS    BEEN    REDESIGNED    AND    THE    FASHION    IS    BETTER    THAN    EVER, 
COMBINING  THE  BEST  OF  ENGLISH  TAILORING  WITH  A  NEW  INTERNATIONAL  LOOK. 
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AQUASCUTUM 
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quascutum  couldn't  have  timed  it  better.  At  a 
moment  when  the  world  is  ditching  PVC  tube 
dresses  and  wacky  paper  jackets  in  favor  of  beautiful  and 
luxurious  classic  clothes,  Aquascutum  is  revitalizing  its 
New  York  store  and  stocking  it  with  one  of  its  most 
impressive  collections  yet.  The  boutique  is  a  Mecca  for  me 
and  women  seeking  smart,  beautifully 
made,  contemporary  clothes  for  office 
and  evening  that  have  a  fabulous 
English  feel.  Around  the  light,  ordered 
space  there's  everything  the  businessman 
could  want:  city  suits  in  pure  wools,  an 
Edwardian  'motoring'  coat  in  rain-proof 
cotton  and  cozy  alpaca  overcoats.  For 

the  working  woman,  whether  she 

needs  clothes  for  Wall  Street  or 

the  Village,  things  look  just  as 

good.  From  a  shawl-collared 

cashmere  coat  to  a  tartan  'dandy' 

jacket  or  a  perfectly  tailored  double-breasted  suit, 

there's  something  for  the  kind  of  woman  who  needs 

to  impress. 

Aquascutum  has  the  edge  this  season  because  it' 

a  company  that  can  produce  classics  with  confidenc 

rather  than  just  as  a  fashion  item.  It  is,  after  all,  a 
company  with  a  history  -  the  coats  worn  by  the  troops  inj 
the  trenches  were  by  Aquascutum  (yes,  Aquascutum 
invented  the  trench  coat)  and  Edward  VII  was  a  loyal 
customer.  But  that  doesn't  mean  it's  a  company  that's  stuc 
in  the  past.  "Exclusivity  of  creation  from  fabric  to  style  wt 


HISTORY       OF       STYLE 


An  original  'Aquascutum'  or 
Watershield  garment 


Prince  Edward  in  his  prized 
Aquascutum 


Recent  St.  Building  opens 


The  Trenchcoat  is  I 
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differentiate  this  brand  from  its  peers," 
says  James  Pow,  Group  Chief  Executive. 
Since  his  appointment  in  1993,  a 
dus  program  of  new  ventures  has  begun.  The  New  York 
[rbishment  (in  which  a  50%  increase  in  business  is 
:ipated)  is  part  of  a  bigger  business  picture.  During  the 
|of  this  year  and  in  1996,  new  or  refitted  Aquascutum 
;s  will  be  launched  in  some  of  the  most  cosmopolitan 
Is  in  the  world.  Paris,  Tokyo,  Hong  Kong,  Seoul, 
hghai,  Sydney  and  San  Francisco  are  just  a  few  of  the 
jtions  on  the  list,  while  the  international  flagship  store 
)ndon  has  already  had  the  full  treatment. 

Aquascutum  obviously  relishes  the  challenge  of  the 
he  -  in  the  business  and  the  fashion  sense. 
|  fabrics  that  Aquascutum  have  developed  are 
^ordinarily  modern,  lightweight  and  versatile, 
example,  there  is  one  three-ply,  high-twist 
|c  that  is  being  used  to  produce  smart  suits, 
;ts  and  trousers  that  are  crease-resistant  and 
ideal  for  the  business 
traveler.  But  that  doesn't 
mean  the  English  tradi- 
tions are  no  longer  on 
offer.  Along  with  the  microfibers 
and  rubberized  cottons,  the  New 
York  store  is  bursting  with  camel 
hair,  plaids,  tweeds,  angoras, 
alpacas  and  tartans.  So  for 
purists  and  Anglophiles,  there's 
no  need  to  fret. 
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Fifties.. 


Sixties. 
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And  now  the  Nineties. 
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AQUASCUTUM 

EXTRAS 


It's  not  surprising  that  a  grand  old 
English  company  like  Aquascutum 
believes  that  having  the  right  clothes 

for  the  weekend  is  just  as  important  as 

being  perfectly  groomed  for  work. 

Despite  its  forward-looking  fashion, 

Aquascutum  still  believes  there  is  a  place 

for  the  ultra-traditional  -  on  weekends 

and  on  vacation.  Aquascutum's  off-duty 

pieces  include  weather-resistant  duffel 

coats,  three-piece  suits  with  suede  elbow 

patches,  merino  wool  waistcoats  and 

corduroy  trousers  for  men,  while  for 

women  there 
are  loose  suede 
overshirts,  dramatic  riding 
skirts  and  chunky  chenille 
sweaters. 

With  fashion  becoming 
simpler  and  more  elegant 
than  ever,  what  matters 
are  the  details.  Aquascutum 
has  responded  by  creating 
a  new  line  of  beautifully 
designed,  well-made 


Scarves,  ties  and  handbags  have  alwa 
added  individuality  to  a  smart  look 
and  Aquascutum's  luggage  ranges  froi 
traditional  overnight  bags  to  fun  duff 
bags  and  trendy  rucksacks  in  the  fam 
Club  Check.  Meanwhile  floral  silk  sqt 
tied  around  the  neck  have  a  hint  of 
Parisian  chic  about  them  and  Aquascui 
men's  ties  are  extra  special.  Woven  in 
silk,  they  incorporate  the  traditional 
fleur  de  lys 
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SHERRY  FACTS 


sal  sherry — and  would  this  publica- 
on  recommend  any  other  kind? — 
)mes  from  the  area  of  Andalusia 
round  Jerez  de  la  Frontera,  between 
idiz  and  Seville.  The  best  sherries  are 
ade  from  the  Palomino  Fino  grape 
rown  on  pale,  chalky  soil  called  aJ- 
In  theory  at  least,  the  finest  raw 
rials  are  reserved  for  dry  sherries 
fino,  manzanilla,  amontillado — which 
jt  little  or  no  fortification  with  grape 
irits  to  boost  their  alcohol  levels. 
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KERRY  PRODUCTION 
ND  TYPES 

ie  secret  to  the  pungent,  individual 
aracter  of  dry  sherry  is  flor 
ower),  a  layer  of  yeast  that  looks 
:e  a  cross  between  fine-grained 
|ttage  cheese  and  pond  scum,  and 
ws  on  the  surface  of 
wine  aging  in  barrel. 
r  prevents  the  wine 
m  oxidizing  and  im- 
ts  a  yeasty,  fresh- 
jad  pungency  that  some 
iters  compare  to  the 
ma  of  Champagne. 
>r  is  most  conspicuous 
ally  filtered,  un- 
ified wines  that  are 
fid  and  sold  when  ve- 
oung.  Aged  sherries 
sweetened  sherries, 
contrast,  are  charac- 
«d  by  deeper  aromas 
flavors  of  grilled 
s,  dried  fruit,  toffee, 
mel,  raisins  and  figs. 


is  a  light,  subtly  al- 
-scented,  dry  wine  ge- 
ly  carrying  16%- 18% 
[)hol.  Particularly  deli- 
examples  come  from 
(area  around  El  Puerto 
ita  Maria,  while  fuller- 
f  ino  is  produced  in 
i  itself.  Manzanilla 
i  even  more  delicate  and 

sherry  aged  in  the  port  town 
lucar  de  Barrameda,  where  the 
ence  of  the  sea  is  said  to  impart  a 
tang  to  the  wine.  Manzanilla 
is  aged  manzanilla. 


IMPORTERS  OF 

SHERRY  AND 

MONTILLA 


Alvear: 

Jorge  Ordonez/Fine 

Estates  from  Spain, 

W.  Roxbury,  MA. 

Pedro  Domecq: 

Domecq  Importers, 

Greenwich,  CT. 

Gonzalez  By  ass: 

Palace  Brands, 
Farmington,  CT. 

Hidalgo: 

Classical  Wines 

from  Spain,  Seattle, 

WA. 


Lustau: 

Europvin  Iberia/ 

Christopher  Cannan, 

Watertown,  MA. 


Osborne: 

Osborne,  U.S.A. 
Inc.,  Butler,  NJ 

Valdespino: 

Jack  Poust  & 
Company,  Inc., 
New  York,  NY. 


Amontillado  is  essentially  aged  fino 
that  develops  over  a  longer  period 
while  its  normally  thinner  layer  of  flor 
gradually  dissipates  and  controlled  ox- 
idation occurs.  Unadulterated  amontil- 
lado is  a  racy,  nutty,  amber-colored, 
dry  drink  of  great  distinction.  But  too 
many  amontillados  are  sweetened  for 
the  mass  market,  often  at  the  expense 
of  their  personality.  The  relatively  rare 
palo  cortado  combines  the  nutty  aro- 
mas of  amontillado  with  the  deeper 
color  and  fuller  body  of  Oloroso;  most 
palo  cortados  in  the  American  market 
are  slightly  to  moderately  sweet. 

Oloroso  is  made  from  raw  materi- 
als that  are  not  quite  as  refined  as 
those  used  for  fino,  but  are  believed 
to  have  greater  potential  for  aging. 
Like  palo  cortado,  oloroso 
does  not  develop  flor,  be- 
cause the  wine  comes  in 
contact  with  the  air,  it  is 
somewhat  oxidized  in 
character.  Most  oloroso  is 
sweetened  to  some  degree 
with  wines  made  from 
sugar-laden  Pedro  Xime- 
nez  or  Moscatel  grapes. 
Cream  sherries  are  also 
olorosos  mellowed  by  Pedro 
Ximenez,  but  tend  to  be 
even  sweeter  than  sweet- 
ened olorosos.  Virtually 
every  major  shipper  offers 
a  cream  sherry,  and  while 
few  are  obviously  flawed, 
most  can  best  be  describ- 
ed as  commercial-grade. 
Even  sweeter — and  gener- 
ally thick  and  cloying — 
sherries  are  made  entire- 
ly from  P.X.  or  Moscatel 
grapes.  As  a  general  rule, 
sweetened  sherries  begin 
with  more  heavily  fortified 
base  wines,  and  typically 
carry  alcohol  in  the  heady 
18%-23%  range. 


called  the  solera  system,  which  ensures 
a  continuity  of  style  and  quality  for  the 
various  sherry  types  offered  by  each 
bodega.  This  is  a  complicated,  labor- 
intensive  method  that  can  be  rather 
simplistically  explained  as  follows: 
imagine  a  cellar  full  of 
barrels,  100 


THE  SOLERA  SYSTEM 

With  very  few  exceptions,  sherry  is 
an  amalgam  of  vintages,  produced 
through  a  blending  and  aging  process 


across  and  se\ 
eral  rows  high.  The  bottom 
row  is  called  the  solera  (from  the 
Spanish  word  suelo,  or  floor).  When 
wine  is  drawn  off  from  the  solera  for 
bottling  and  shipping,  this  quantity  is 
replaced  by  a  like  amount  of  wine  from 
the  barrel  on  top  of  it.  The  barrels  on 
the  second  row  are  then  topped  up  with 
wine  from  the  third  row,  and  so  on  up 
the  line.  The  top  row  is  replenished 
with  another  wine,  in  some  instances 
from  the  current  vintage.  By  the  time 
the  new  wine  has  worked  its  way  down 
through  the  various  rows,  it  will  have 
taken  on  the  characteristics  of  the 
older  wines  in  the  system.  Assuming 
that  the  quality  of  new  wine  added  to 
the  top  row  of  barrels  remains  consis- 
tently high,  the  solera  can  be  refreshed 
and  maintained  virtually  indefinitely. 

SERVING  AND 
STORING  SHERRY 

Serve  dry  sherry  chilled  in  a  small 
tulip-shaped  glass  called  a  copita,  or  a 
reasonable  facsimile.  Sweeter  sherries 
should  be  served  cool  but  not  cold. 

The  sweeter  or  higher  in  alcohol  the 
sherry,  the  longer  an  opened  bottle  is 
going  to  hold  up  in  your  refrigerator 
or  cool  basement.  The  most  delicate  dry 
sherries  are  fairly  fragile:  manzanilla 
and  fino  are  best  consumed  within  sev- 
eral days  after  they've  been  uncorked. 


JJMJ 


FYI 


FORBES  47 


THE  PLAYFUL  SIDE  OF  PARADISE. 

Eat.  Drink.  Play  (tennis  &  golf  schools  plus  a  championship  course).  Swim.  Dance.  Sail.  Scuba. 
Snorkel.  Horseback  riding.  Disco.  Exercise.  Don't  exercise  (this  is  your  vacation,  not  ours).  And  chill  out 
because  absolutely  everything  at  Jamaica  Jamaica  is  included  in  one  single  price.  No  tipping  allowed. 

SuperQubs" 

The  Caribbean's  Only  Super-Inclusive""  Resorts. 
For  o  complete  brochure  or  more  information,  coll  your  travel  ogent  or  SuperClubs  toll-free  ot  1-800-859-SUPER/Ext.  330. 
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Investor's  Business  Daily 

FREE  FOR  2  WEEKS!! 

Just  call  the  toll-free  number  listed  below  and  you'll  receive 
2  weeks  (10  issues)  of  Investor's  Business  Daily  ABSOLUTELY 
FREE  ...  no  strings  attached.  Plus,  you'll  also  receive  a  FREE 
audio  tape,  "100  Ways  to  Improve  Your  Investment  Results." 

Investor's  Business  Daily  gives  you... 


•  The  Hew  America 

•  Hews  For  You 

•  The  Economy 

•  Computers  &  Automation 
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•  Executive  Update 


S  800-642-4447 

24  hours  a  day,  7  days  a  week! 
Investors  Business  Daily 

12655  Beatrice  Street,  Los  Angeles,  CA  90066 

Subscribers  within  the  last  4  months  not  eligible. 
Offer  expires  12/95  and  good  only  in  the  U.S. 


•  Smart  Stock  Tables 

•  Expanded  Bond  Tables 

•  Company  Earnings 

•  "Stocks  In  The  Hews" 

•  Mutual  Fund  Coverage 


FREE  WITH 
YOUR  ORDER! 


Sweetened  olorosos  are  lovely  aloil 
side  a  strong  dose  of  coffee,  or  as 
evening  toddy. 

Cream  Sherry  The  shelves 
flooded  with  cream  sherries,  most  1 
gettable  but  a  few  quite  fine.  1 
Hidalgo  Cream  ($io)  offers  an 
ticing  raisin  and  creme  brulee  chai 
ter.  It's  rich  and  beautifully  balam 
and  not  at  all  over-sweetene 
a  compelling  cream  sherry  for  gro\ 
ups.  The  Lustau  1986  Vendin 
Cream  ($18)  is  a  rare  vintage-da 
sherry:  unusually  pale  in  color,  v\j 
pungent  aromas  of  vanilla,  oak  ; 
minerals,  vibrant  citric  fruit 
spice  flavors,  and  a  finishing  b 
Lustau's  Deluxe  Cream  Sol< 
Reserva  "Capataz  Andres"  (i\ 
offers  deeper  aromas  of  figs 
roasted  almonds;  sweeter,  softer 
vor,  with  a  faint  note  of  raisins;  arj 
long,  chocolatey  aftertaste — a 
crowd-pleaser. 

Super-Sweet  Dessert  Sherr 

Sherries  made  from  Pedro  Xime 
or  Moscatel  grapes  are  among 
sweetest  wines  in  the  world.  Ima£ 
the  most  cloying  cough  syrup  for 
down  your  throat  as  a  child,  and  yc 
get  the  general  idea.  These  are  am 
the  only  wines  that  can  stand  uj 
chocolate  desserts.  Try  dribbJ 
Pedro  Ximenez  over  ice  cream 
pour  it  on  a  loved  one  and  get  out 
rubber  sheets.  The  best  and  n 
complex  examples  include  Lusta 
Moscatel  Superior  Sol* 
Reserva  "Emilin"  ($13)  and  E 
India  Solera  Reserza  ($ 
Hidalgo's  Pedro  Ximenez  VI 
($16),  Pedro  Domecq's  Venera  « 
"Very  Rare  Pedro  Ximen 
($57),  Osborne's  Pedro  Xime 
Viejo  ($35)  and  Alvear's  Pe 
Ximenez  "Solera  Abuelo  Di 
27"  ($i3.5o-$i4).  • 
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Stephen  Tanzer  is  the  editor 
publisher  of  the  International  W 
Cellar,  a  32-page  bimonthly  newslw 
covering  the  worlds  fine  wines,  i. 
scription:  $48.  Tanzer  Business  C 
munications,  Box  20021,  Cherokee 
tion,  New  York,  NY  10021. 


here  are  27  different  products  from 

mWaV  in  thiS  phOtO.  (The  other  5000  or  so  wouldn't  fit.) 

vay  has  come  a  long  way  since  pioneering  its  first  biodegradable  cleaning  product,  L.O.C.® 
^    All-Purpose  Cleaner  over  35  years  ago.  Now  you  can  find  such  Amway 
items  as  shaving  cream,  cosmetics,  mouthwash,  shampoo,  and 
more.  In  fact,  virtually  everything  in  this  photo  could  be 
obtained  through  Amway  -  from  the  Seiko*  watch  to 
the  boxer  shorts.  There  is  one  thing,  however,  that  you 
can't  see...  Amway  s  money-back,  100%  satisfaction 
guarantee.  (But  it's  there.) 


NIQUE. 


And  you  thought  you  knew  us. 


Find  all  27?  Forafree  infopacket  which  includes  the  solution  to  this  ad,  call  1-800-544-7167.  In  Canada,  call  1-800-265-542/. 

iko  is  a  trademark  oj  Kabushiki  Kaisha  Hattori  Seiko,  Tokyo,  Japan 
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1995  Imported  by  The  Glenlivet  Distilling 


The  Glenlivet  Single  Malt. 
Once  discovered,  always  treasured. 

Those  who  appreciate  quality  enjoy  it  responsibly. 

r  Old  Single  Malt  Scotch  Whisky,  Ale.  40%  by  Vol.  (80  proof).  The  Glenlivet  is  a  registered  trademark. 
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couple  of  years  ago,  I  had  to  drive  from  Indianapolis  up  to 

ichigan,  then  over  to  Ohio,  and  then  back  to  Michigan  again.  It 

is  a  grueling  month  of  driving,  playing  golf,  watching  races,  driv- 

in  a  couple,  and  attending  banquets  as  the  guest  of  honor.  It's  a 

rd  life  and  I  figured  that  I  had  earned  a  little  comfort.  So  when  I 

spped  up  to  the  counter  to  rent  a  car  and  the  woman  asked, 

and  the  steering  have  been  engi- 
neered so  that  you  don't  feel  the 
small  contours  and  banks  in  the  high- 
way. Which  is  not  necessarily  a  neg- 
ative. In  fact,  when  you  are  steaming 
along  on  cruise  control,  doing  the 
legal  limit  without  accelerating  or 
braking  for  miles,  then  the  Town  Car 
feels  pretty  good.  I  like  dirt  bikes  and 
off-road  vehicles  and  all  the  rest  but 
sometimes  I  like  comfort.  Like  it  a 


ftiat  kind  of  car  would  you  like, 
>n  I  didn't  say,  "Whatever  you've 
L  as  long  as  it's  got  some  power,"  as 
Isually  do.  I  thought  it  over  for  a 
lond  and  then  asked,  "You  got  any- 
ig  that's  big  and  comfortable?" 
lit  just  so  happens  I  have  a  Lincoln 
Iwn  Car  that  somebody  dropped 

she  said. 
IT11  take  it." 

pure,  I  wanted  something  big  and 

irious  but  I  hadn't  counted  on  a 

m  Car,  the  biggest  and  most  lux- 

|)us  American  car  on  the  road.  The 

final  iron  barge. 

Jut,  you  know,  in  for  a  dime 

It  was  one  of  those  decisions  that 
[ted  paying  off  right  away,  even 
)re  I  cranked  the  engine.  There 
room  for  everything.  Golf  clubs, 
jage,  plaques  from  the  testimo- 
I  dinners.  If  I'd  been  carrying  a  bi- 
le and  a  bass  fiddle  around  with 
there  would  have  been  room  for 
too.  And,  then,  just  sliding  in 
|ind  the  wheel  of  that  car  felt 
1.  The  leather  was  soft  and  rich 
lgh  that  you  could  have  made  a 
I  jacket  out  of  it.  They  used  to  put 
of  wood  on  the  dash  and  clut- 
[t  up  with  unnecessary  stuff,  but 
1  layout  was  clean  and  very  tidy. 
Ire  was  something  sort  of  sooth- 
ibout  the  surroundings,  which  is 
)rtant  when  you  are  going  for  a 
haul  on  the  Interstate. 
[he  Town  Car  is  in  no  way  a  per- 
jiance  vehicle.  The  ride  is  soft  as 
Ither  mattress  and  the  car  weighs 
]ibout  an  even  two  tons,  so  it's  not 
ind  of  thing  you  go  slaloming 
lgh  the  pylons  course  with.  Now, 
lally  I  like  to  feel  the  road.  After 
lose  years  of  racing  dirt  tracks,  the 
desert  and  big  ovals  like  Indy, 
:ome  to  expect  a  lot  of  feedback 
a  car.  So  the  Town  Car  took  a 
:  getting  used  to.  The  suspension 


Parnelli  Jones 


lot.  And  the  Town  Car  has  it  to  spare. 
So  I  settled  down  into  that  plush 
leather,  found  some  music  on  the 
JBL  sound  system,  a  system  that  is  as 
good  as  what  I  am  used  to  at  home, 
and  just  ate  up  the  miles  between 
Indy  and  Detroit. 

I  TOLD  A  LOT  OF  PEOPLE  ABOUT 

that  car.  I  also  learned  a  thing  or  two 
from  Town  Car  fans.  For  instance,  did 
you  know  that  it  is  the  most  popular 
rear-wheel-drive  car  sold  in  America? 
That  has  to  tell  you  something. 

So,  a  few  months  later  when  I 
heard  that  Lincoln  had  done  a  make- 
over of  the  Town  Car  and  put  a  new 
engine  in  it,  I  figured  I'd  do  some 
comparative  driving. 

The  people  at  Lincoln-Mercury 
who  loaned  me  the  car  were  a  lit- 
tle...well,  if  they  weren't  nervous, 
then  they  were  sure  curious.  What 
would  an  old  race  car  driver  who  was 
too  heavy  in  the  foot  and  too  light  in 
the  brains  want  with  a  car  that  rides 
like  a  hotel  suite? 

"I  just  want  to  drive  it  around  a 
little,"  I  assured  them.  "Relax  and 
enjoy  the  ride." 

Which  is  just  what  I  did.  I  took  the 


BANKERS'  HOT   RODS 


Heavyweight 

luxury  iu  the  Lincoln 

Town  Car 
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car  to  the  golf  course  and 
down  to  the  office,  drove  it 
around  the  hills  outside  of 
Los  Angeles  where  I  live, 
drove  it  down  to  the  beach. 
Drove  it  out  on  the  freeways. 
I  drove  it  enough  to  where  I 
thought  I  had  a  pretty  good 
feel  for  it  and  where  I  kind  of 
hated  to  give  it  back.  One  of 
these  days,  I'm  going  to  have 
to  get  myself  about  an  18- 
hole  garage. 

The  Town  Car  I  tested 
had  been  improved  a  little 
since  my  memorable  ride 
around  the  Midwest.  It  had  a 
bigger  V-8,  now;  a  4.6  liter 
that  will  deliver  210  horse- 
power at  4,250  rpm.  That's 
not  blow-your-doors-off 
power  but  you  don't  buy  a 
two-ton  car  with  a  117-inch 
wheel  base  (219  overall)  if  you 
want  to  go  around  blowing 
peoples'  doors  off.  The  new 
car  has  all  the  power  it  needs 
for  what  it  does.  In  fact,  I'd 
been  telling  people  about  how 
impressed  I  was  with  the 
mileage  I  got  on  the  car  I 
drove  out  in  the  Midwest.  It 
did  better  than  20  miles  per 
gallon.  The  new  engine  gets  a 
little  less.  Price  of  power,  I  suppose. 

The  updated  Town  Car  was  even 
more  comfortable  than  the  one  I'd 
rented.  More  leg  room — just  over  41 
inches.  Everything  on  the  dash  was 
right  there  at  arm's  length  and  some 
of  it  was  even  closer.  There  are  dual 
airbags  and  heat-reducing  tinted  win- 
dow glass  (the  air  conditioning  system 
works  without  CFCs).  Lincoln  has 
put  the  cruise  control  and  the  dials  for 
the  stereo  and  the  fan  adjustment 
right  on  the  steering  wheel  so  you 
don't  develop  a  repetitive  stress  disor- 
der turning  down  the  temperature  or 
cranking  up  the  volume.  I  mean,  this 
car  pampers  you. 

Lincoln  makes  the  car  in  three 
grades.  Executive,  Signature  and 
C  artier.  I  got  the  C  artier,  which  is  top 
of  the  line.  My  wife,  Judy,  who  knows 
her  way  around  Rodeo  Drive,  would 
be  a  better  judge  than  I  about  what 
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All  dressed  up  and  somewhere  to  go:  nothing  less  than  a  Lincoln  Town 
Car  for  our  debonair  automotive  Man  About  Town. 


that  name  brings  to  the  parly.  I'm  not 
really  sure.  I  will  say  though  that  with 
a  sticker  of  around  $42,000,  this  pack- 
age had  some  nice  little  touches.  It 
came  with  16-inch  spoke  aluminum 
wheels  and  all-season  white-wall  ra- 
dials.  There  are  13  exterior  and  9  in- 
terior colors  to  chose  from.  It  had 
heated  seats  and  rear-seat  vanity  mir- 
rors— if  you  are  going  for  comfort, 
then  you  might  as  well  go.  The 
Cartier  package  also  included  auto- 
matic dimmers  for  the  headlights,  a 
traction-assist  feature,  and  a  garage- 
door  opener  over  the  visor.  It  is  pro- 
grammable for  three  channels.  About 
15  less  than  I'll  need. 

One  other  thing  surprised  me 
about  the  car.  That  was  the  braking.  I 
like  a  car  that  will  go  when  you  need 
it  to  go  and  stop  when  you  need  it  to 
stop.  The  Town  Car  has  power  four- 
wheel  discs  with  an  anti-lock  brake 

FYI 


system,  which  is  a  safely  feature 
people  seem  to  want  these  days.  1 
most  racers,  I'm  not  all  that 
about  ABS.  I  like  to  use  my  own  b  i 
and  my  own  foot.  But  the  brake 
the  Town  Car,  even  though  they\ 
ABS,  impressed  me  with  their  « 
and  their  positive  response.  I  loc 
up  some  specs  and  saw  where  it  c<  m 
get  from  70  to  nothing  in  186  id 
That's  real  good. 

But  the  thing  I  kept  coming 
to  was   the   feel   of  riding  ari 
wrapped  up  in  all  that  leather.  1 1 
pose  driving  the  Town  Car  with 
Cartier  name  attached  made  me  : 
the  way  my  wife  does  when  she  w 
the  kind  of  stuff  Mr.  Cartier  m; 
working  his  day  job.  I'll  have  to 
her.  Anyway,  it's  a  nice  feeling,  a 
can  tell  you,  there  will  be  a  plac  > 
honor  for  it  when  I  get  my  18-I  c 
garage.  Count  on  it.  • 
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Introducing  the  Toshiba  M781,  The  First  VCR  with  Digital  Noise  Reduction. 


Ever  notice  that  the  more  a  video 
is  played,  the  fuzzier  the  image 
ecomes?  You've  certainly  noticed 
lat  old  videos  have  more  "snow" 
lan  new  videos.  And  until  now, 
le  only  thing  you  could  do  was  sit 
Jack  and  watch. 

Toshiba  introduces 
Digital  Noise  Reduction 
(DNR),        Egm 
available    m  ™" 
only  on  the  Toshiba 
M781  VCR  The  DNR 
circuit  examines 
cuU^h  w  ,„     each  frame  of  the 

;  brains  behind  the 

shibaM78i.  picture,  finds  the 

loise  elements  and  removes  them 

restoring  old  and  worn  tapes  to 
iear  their  original  clarity.  It  also 
'".harpens  dull,  faded  video  images. 
With  the  DNR  circuit  engaged, 

le  M781  offers  the  finest  picture 
Payback  quality  of  any  VHS 


VCR.  Which  is 
especially  impor- 
tant on  big  screen 
and  projection 
TVs.  To  sharpen 
quality  further,  the 
M781  features  6 
video  heads   and  2 
audio  heads.  At  19 
microns  wide,  the 

ElBBB3  heaeds  are  the 

world's  narrowest,  ensuring  a 
clear  signal.  You  could  even  say 


Conventional 


Digital  Noise  Reduction 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba  America  Consumer  Products.  Inc  ,  82  Tolowa  Road.  Wayne  NJ  07470 
htlp:/  /www.  toshiba  .  com 


"Snow"  and  interference  seen  on  older,  worn  tapes.  (Simulated  picture) 
Toshiba's  advanced  DNR  restores  them  to  almost  original  condition. 

that  the  M781  is  the  difference 
between  watching  an  old  movie 
and  enjoying  a  classic. 

Take  a  close  look  at  Digital  Noise 
Reduction,  the  most  advanced 
video  technology  available.  You'll 
see  that  it  takes  the  worst  video 
on  the  shelf  to  demonstrate  the 
best  VCR  on  the  market. 

Until  then,  that  warm,  fuzzy 
feeling  should  be  telling  you 
something. 


Every  detail  of  the  Swiss 
Army®  Brand  Cavalry'" 
Watch  reflects  an  integrity 
of  design  that  sets  it  in  a 
class  all  its  own.  Inspired 
by  field  watches  of  two 
World  Wars,  its  all-steel 
body  is  strapped  down  with 
a  rugged,  riveted  leather 
band.  Bold  easy-to-read 
numerals  shout  out  loud  and 
clear.  Luminous  hands  and 
markers  light  up  in  the  dark. 

Engineered  to  provide 
Swiss  quartz  precision 
accuracy  at  all  times.  Water- 
resistant  to  330  feet.  With 
a  clean-cut  date  calendar. 

It's  tooled  for  efficiency, 
not  for  effect.  So  it  can  go 
through  hell  and  high  water. 
And  back. 
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(ot  long  ago  I  was  sitting  around  a  lunch  table  with  four  mild- 
annered  business  executives  and  I  asked  the  group  this  question: 
lave  you  ever  thought  of  disappearing,  just  vanishing  and  starting 
e  over  as  somebody  else,  somewhere  else?"  All  of  them  admitted 
at  the  thought  had,  at  one  time  or  another,  crossed  their  minds. 
len  I  asked,  "Do  any  of  you  have  a  little  stash  of  cash  set  aside  that 

Still,  the  man  who  absconds  with 


or  wife  doesn't  know  about?" 

Two  of  them  answered  yes.  Final  - 

iwhen  I  asked  if  they  would  know 

fff  to  go  about  actually  changing 

■ir  identities,  all  of  these  respectable 

nily  men  had  a  pretty  good  idea  just 

w  easy  it  would  be  to  disappear. 

It's  unlikely  any  of  them  ever  will, 

course,  but  it  proved  my  suspicion 

t  everybody  at  least  thinks  about 

ing  to  Texas,"  as  it  has  been  called 

"going  into  the  wind,"  as  the 

jfiosos  say.  Vanishing  is  a  kind  of 

ide  of  identity — a  quick  exit  from 

picture — but  what  few  realize  are 

hard  consequences  of  coming  back 

ife  as  someone  else.  Staying  dis- 

eared — that's  the  tough  part.  It 

ly  works  out  the  way  people  imag- 

it  will. 

he  vast  majority  of  people  who 
ippear  are  men,  and  these  break 
n  into  two  groups.  First,  wanted 
inals  or  those  who  believe  some- 
is  after  them.  John  List,  for  exam- 
murdered  his  wife,  mother  and 
e  children  in  New  Jersey  in  1971. 
ile  I  was  heading  the  New  York 
e  of  the  FBI,  I  learned  that  he 
ned  his  disappearance  as  care- 
as  if  it  had  been  a  bank  job.  He 
turned  down  the  thermostat  in 
ouse  keeping  it  cold  enough  to 
decomposition  of  the  bodies, 
giving  himself  more  time  to  get 
.  List  went  to  Colorado,  married, 
was  an  active  member  of  the 
leran  Church.  All  this  he  did  over 
riod  of  18  years  under  the  name 
MP- Clark. 

ot  all  criminals  are  murderers,  of 
e.  There's  plenty  of  white-collar 
e,  particularly  embezzlement, 
is  never  reported.  That's  because 
^s  and  insurance  companies  sim- 
on't  want  their  depositors  know- 
■that  they  did  not  exercise  due 
jilence  in  protecting  the  company. 
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company  funds  is  likely  to  change  his 
identity  because  he  never  knows  for 
sure  what  measures  will  be  taken  to 
find  him. 

The  second  type  of  runaway  is  usu- 
ally unhappy  in  his  marriage  or  rela- 
tionship. That  pretty  well  describes 
Jay  Carsey,  the  well-married,  good- 
looking,  47-year-old  president  of 
Charles  County  Community  College, 
who  left  his  23-room  man- 
sion in  Maryland  hunt 
country  one  morning  and 
never  showed  up  at  the  of- 
fice. Carsey  had  no  ene- 
mies, nor  was  he  in  trouble 
with  the  law.  He  took  a  modest  stash 
of  less  than  $30,000  with  him,  leaving 
most  of  his  net  worth  to  his  overbear- 
ing wife.  "Uncle  Jay"  as  people  called 
him,  lit  out  for  San  Diego,  then  "went 
to  Texas,"  in  this  case  literally,  El 
Paso.  He  had  found  another  woman 
and  had  opened  a  bar  when  People 
magazine  found  and  exposed  him 
after  six  months. 

So  how  do  you  go  about  failing  off 
the  face  of  the  earth? 

Once  a  man  walks  away  from  his 
old  life,  the  first  thing  he  needs  to  start 
his  new  one  is  a  mail  drop.  That's  a 
cinch.  It  could  be  just  an  ordinary  post 
office  box  or  some  other  facility  that 
will  hold  mail.  If  he's  trying  to  throw 
the  posse  off  his  trail,  he  might  sub- 
scribe to  specialty  mail  drops  that  take 
in  letters  from,  say,  Kansas  City  and 
sends  them  to,  perhaps,  San  Fran- 
cisco, where  they  can  then  be  remailed 
with  a  California  postmark. 

Next,  he  applies  for  a  birth  certifi- 
cate, and  once  he's  got  that  he's  home 
free.  (Runaways  are  often  tempted  to 
resort  to  forged  documents,  but  that 
can  be  dangerous.  Most  forgeries  are 
pretty  shoddy,  and  it  only  takes  one 
alert  clerk  to  spot  it,  so  it's  preferable 
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Disappearing  is  easy. 

It's  staying 
disappeared  that's  hard 
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to  go  for  the  real  thing.)  The  easiest 
way  to  get  a  birth  certificate  is  to 
assume  another  person's  identity, 
preferably  someone  who's  died.  Some 
runaways  search  the  obituaries  be- 
cause obits  normally  include  lots  of 
information.  Or  let's  say  you  had  a 
boyhood  friend  who  was  killed.  You 
already  know  some  details  about  his 
life — who  his  parents  were,  what  kind 
of  a  place  he  grew  up  in,  his  school, 
church,  and  so  on. 

Then  the  runaway  simply  writes  to 
the  hall  of  records,  and  waits.  Nothing 
could  be  easier.  In  fact,  not  too  long 
ago  I  myself  wrote  to  city  hall  in 
Chicago,  my  birthplace,  because 
I  couldn't  find  my  birth  certifi- 
cate. I  was  quite  specific:  I  said 
I  needed  a  document  with  a 
raised  seal,  which  is  accepted  for 
all  official  purposes.  They  sent 
me  three  copies,  no  questions 
asked.  The  U.S.  Passport 
Office — a  passport  is  also  easy 
to  acquire — will  actually  send 


never  be  absolutely  certain  in  the  com- 
puter age  that  discrepancies  won't 
show  up.  (It's  better  not  to  fill  out  any 
more  forms.) 

Now,  where  are  you  going  to  live? 

Ideally,  you'd  pick  a  little  town  in 
central  Iowa  nobody's  ever  heard  of. 
The  problem,  however,  is  that  in  a 
small  town,  everybody  knows  every- 
body else.  You'll  stand  out  like  a  sore 
thumb.  What's  more,  you  really  can't 
live  in  a  small  town  without  trans- 
portation, which  leads  you  to  another 
problem:  buying  a  car. 

It's  interesting  that  a  lot  of  run- 


People  who  disappear  dream  they'll 

become. ..nobody.  That's  impossible. 

What  happens  is  that  they  just 

become  somebody  else  with  a  different 

set  of  problems.  Life  goes  on 


on  a  cash  basis,  standing  in  some  oi 
door  labor  pool  each  morning  alci 
with  undocumented  immigrants,  h  f 
ing  to  be  picked  for  day  work. 

Sound  like  the  life  you  had  pi  ] 
ned  when  you  left  the  car  at  the 
port,  bought  a  ticket  for  Aruba  ;| 
disappeared?  Probably  not.  And  U 
tell  you  what  almost  always  happl 
to  runaways.  They  get  very  lonl 
And  very  bored. 

People  who  disappear  almost  ■ 
ways  go  underground  solo.  It's  h  d 
enough,  after  all,  to  vanish  on  ym 
own.  Once  you  drag  a  boyfriend  or  n 
friend  along,  you  double  y| 
risk  of  getting  caught.  Friel 
and  lovers  are  a  problem. 

Still,  everyone  needs  cc 
panionship,  and  people  be 
to  miss  their  old  lives.  Soil 
times  they  head  back  to 
old  neighborhood,  even  thol 
they  run  the  great  risk  of  bel 
spotted  by  people  who  ol 
knew  them.  Other  times  tl 


you  a  pamphlet  with  detailed  in-     whether  you  re  Bob  Smith  Or  Bill Jones,     make   new  friends  and 


structions  on  how  to  get  a  new 
birth  certificate. 

Now,  a  Social  Security  card.  This 
is  a  bit  trickier  because  there's  the  risk 
that  some  nosy  clerk  will  question  why 
a  man  is  applying  for  Social  Security 
at,  say,  age  57.  Still,  all  the  applicant 
has  to  do  is  satisfy  that  one  clerk,  and 
there  are  plenty  of  plausible  explana- 
tions: I've  been  a  student  all  my  life. .  .1 
just  got  out  of  prison... I've  always 
lived  overseas. .  .1  was  a  missionary  up 
the  Amazon.... 

Once  the  runaway  has  a  driver's  li- 
cense— DMVs  are  always  too  busy  to 
ask  questions — he's  a  new  man.  (Or 
new  men;  at  the  FBI  we  often  picked 
up  guys  with  four  or  five  complete  sets 
of  documentation.) 

Welcome  to  your  new  life.  You've 
done  it.  You've  cut  your  hair  and 
grown  a  beard.  You've  affected  glasses, 
gained  ten  pounds — it's  been  shown 
that  weight  loss  or  gain  is  the  most 
effective  of  all  disguises — and  even 
the  wife  and  kids  you  left  behind 
wouldn't  recognize  you.  It  was  all  so 
easy.  Happy  now? 

Well,  don't  get  too  cocky.  You've 
just  created  a  paper  trail,  and  you  can 
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aways  avoid  buying  cars  because  they 
see  the  potential  trouble  that  comes 
with  owning  one  (witness  Oklahoma 
bombing  suspect,  Timothy  McVeigh, 
who  was  pulled  over  on  the  interstate 
because  he  forgot  to  put  a  plate  on  his 
car).  With  a  car,  there  are  possible  ac- 
cidents and  insurance  records  to  worry 
about,  annual  exhaust  permits  and 
registration  forms.  So  you're  pretty 
much  stuck  on  mass  transit. 

A  foreign  country?  Everybody 
dreams  they'll  vanish  to  that  small, 
idyllic  Greek  island  where  they  once 
spent  a  wonderful  vacation.  But 
how's  your  Greek?  English-speaking 
Canada?  Trouble  is  that  in  Canada, 
too,  you  would  stick  out.  Even  if 
you've  embezzled  a  half-a-million 
dollars  from  your  employer,  where  are 
you  going  to  spend  it  without  drawing 
attention?  You  could  decide  to  sit  on 
the  money  until  things  cool  off,  but 
that  means  you'll  need  a  job.  If  you 
were  a  bank  vice  president  before 
going  on  the  lam,  you  aren't  likely  to 
get  back  into  that  line  of  work.  So, 
what  else  are  you  good  at?  Not  much. 
Which  means  you  may  have  to  work 
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cumb  to  the  temptation  tol 
someone  their  true  story.  The  rrl 
people  they  tell,  though,  the  gnl 
er  the  chance  that  one  of  them 
expose  the  lie,  and  maybe  not  el 
for  obvious  reasons.  (John  Wall| 
wife  didn't  call  the  FBI  to  tip  us 
to  her  husband's  spying  for 
Soviets.  She  was  mad  at  him  for  1 
sing  alimony  payments.) 

The  fact  is  that  people  who  diw  1 1 
pear  dream   that  they'll  becom    ^ 
nobody.  That's  impossible.  What  1 
pens  is  that  they  just  become  some 
else  with  a  different  set  of  probk 
Life  goes  on  whether  you're 
Smith  or  Bill  Jones.  None  of  mj 
surance  executive  friends  has  stop 
showmg  up  for  work,  and  I  ex 
that's  because  deep  down  they  ii 
itively  know  this.  It's  what  I  leai 
after  decades  of  handling  cases  of] 
pie  who've  fled  their  old  lives:  thi 
nothing  technically  difficult  al 
running  away,  but  even  if  no 
catches  up  with  you,  you'll  still  sf 
your  life  in  prison. 


James  Fox  is  the former  director  0 
New  York  office  of  the  FBI. 
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AWAII,  for  me,  used  to 
bring  to  mind  sun- 
burned tourist  couples  in  matching 
aloha  shirts  sipping  blue  drinks  with 
Japanese  parasols.  A  lava  rock  with 
palm  trees  where  everyone  played 
ukulele,  sang  "Tiny  Bubbles"  and  ate 
steamed  pig  at  luaus.  Anyone  who 
went  to  Hawaii  was  either  a  honey- 
moonen  the  grand  prizewinner  on 
some  TV  game  show  or  in  the  Navy 
en  route  to  the  South  China  Sea.  Not 
my  kind  of  place. 

Then  one  cold,  foggy  April  day  in 
San  Francisco  my  wife,  Marcie,  won  a 
fellowship  to  study  the  contemporary 
Japanese  novel  at  the  University  of 
Hawaii's  Asian  and  Pacific  Studies 
Center  I  quit  the  Fog  City  to  join  her 
in  the  sun-blessed  tropics.  "What  will 
you  do  after  you  get  a  tan?"  a  pal 
asked.  I  wondered  that  myself. 

When  two  Big  Island  volcanoes 


by  Rick  Car  roil 

erupted  at  once,  spewing  red  hot 
fountains  of  lava  into  the  sky,  I  set  out, 
wide-eyed,  to  discover  the  real  Hawaii. 

I  paddled  a  kayak  to  desert 
islands,  splashed  in  waterfalls,  sailed 
around  the  Big  Island  on  a  sloop  and 
hiked  inside  Haleakala  crater,  a  hole 
big  enough  to  swallow  New  York  City. 
I  ventured  into  'Ola'a  rain  forest  to  see 
rare  native  birds  and  strange  insects 
like  the  Happy  Face  Spider  I  saw  night 
rainbows  on  Maui  and  watched  red 
hot  lava  boil  into  the  Pacific. 

On  my  little  expeditions  I  fell 
easily    into   the    habit    of   using 
Hawaii's  great  island  retreats  as 
headquarters,      places      like 
Oahu's     Halekulani,     Kauai's 
Princeville    Resort,   the    Big 
Island's  Mauna  Lani  Resort 
and  Kona  Village. 


After  a  hard  day  in  the  great  out- 
doors, these  civilized  inns  embrace  the 
weary  adventurer  who  may  soak  in  a 
Jacuzzi,  then  order  a  1986  Penfolds 
Grange  to  wash  down  a  Kona  coffee- 
smoked  rack  of  Niihau  lamb  with 
Ohelo  berry  sauce. 

The     real     and     sophisticated 
Hawaii  captivated  me,  and  from  my 
experiences  I  wrote  Great 
Outdoor    Adventures     of 
Hawaii,  the   first   adven- 
ture guide  to  the  islands. 
After     more     than     a 
decade  on  the  islands,  I 
still  haven't  done  or  seen  it 
all.  When    you    come    to 
Hawaii,  you  can  sit  on  the 
beach  at  Waikiki  with  other 
nice  tourist  couples  or  you 
can  join  me  on  some  of 
the  greatest  adventures 
on  earth. 


Top  photo  by  PonyExpress;  Bottom  photo  by  Jack  Jeffrey  /  Photo  Resource 
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People  say  the  nicest 
things  about  us. 


HaleMani 

"HOUSE  BEFITTING  HEAVEN" 


nw  M>/  ■,*</•  •Or  w 


On  the  beach  at  Waikiki. 


Call  toll-free  (800)  367-2343 
or  (808)  923-2311. 


Hotels*  Rtsotm  'woiuowiw 
(800)  323-7500     L^° 
Thi*IfahrfHotelsofth<m>rki9 

(800) 223-6800 


To  explore  Oahu  —  from  Diamond 
Head's  760-foot  summit  to  the  North 
Shore's  30-foot  waves  —  I  checked  into 
the  Halekulani,  that  great,  marbled 
beachfront  oasis  that  is  Waikiki's  most 
elegant  hotel,  and  found  adventure  just 
outside  my  door. 

Catch  a  Wave  on  an 
Outrigger  Canoe 

I  am  flying  across  Oahu's  Mamala  Bay  like 
an  ancient  Polynesian  mariner  in  an  out- 
rigger canoe.  The  30-foot  canoe  surfs 
down  the  face'of  a  big  Pacific  wave.  We 
are  one  with  the  wave,  paddles  digging,  on 
the  ancient  sea  route  called  Canoes. 

From  offshore,  Waikiki  is  all  skyline, 
palm  trees  and  thousands  of  prone  people 
roasting  in  coconut  oil.  Almost  dead  ahead 
stands  the  statue  of  Duke  Kakanamoku, 
Hawaii's  1912  Stockholm  Olympic  Gold 
Medalist  and  most  famous  beach  boy. 

We  surge  past  surfers  off  Queen's 
Beach,  then  head  back  out  to  sea  to  do  it 
again.  Waikiki  is  the  only  place  in  the  world 
where  you  can  catch  a  wave  on  an  out- 
rigger canoe.  Three  waves  for  $5.  It's  the 
best  deal  on  the  beach. 

Kayak  to  Desert  Islands 

Like  pyramids  in  a  blue  lagoon,  two  desert 
islands  sit  on  Oahu's  windward  side  with- 
in paddling  distance  of  Lanikai  Beach. The 
Mokulua  islands  may  be  visited,  but  only 
by  sea;  a  kayak's  the  best 
way.  In  crystal  water,  bright 
tropical  fish  flit  like  butter- 
flies around  white  coral 
heads.  Overhead,  fork- 
tailed  man-of-war  birds 
that  Hawaiians  call  Iwa 
hang  motionless  in  the 
sapphire  sky. 

I  pause  in  the  golden 


rays  to  look  back  at  Oahu's  spectao 
coast.  Coco  palms  line  the  shore.  Clo 
wreath  the  Koolau  mountains.  Slow/ 
come  up  on  the  island  and  step  ash 
in  soft  coral  sand.  Alone  on  this  isle: 
it's  easy  to  see  why  ancient  Hawai 
believed  gods  shared  their  paradise. 

Into  the  Sleeping  Giant 

Tiptoe  into  Maui's  sleeping  volcano 
your  sneakers  grind  against  clinkers 
Sliding  Sands  Trail  betrays  your  presen 
Don't  wake  this  old  volcano.  Haleal- 
officially  dormant,  last  erupted  in  179] 
blink  of  an  eye  in  geologic  time.  Sc 
drive  up  the  mountain,  others  coast  d 
on  a  bike. To  experience  its  real  grand 
you  have  to  get  inside  it. 

The     10,023-foot-high    moun 
has   a   seven-mile-long,  two-mile-w 
3,023-foot-deep  hole.  Once  inside 
33-square-mile  crater,  you  feel  like  the 
person  on  earth. 

The   crater   is    home   to   the  i 
Silversword    plant,   tombs    of   anc 
Hawaiians  and  —  here's  a  little  secre' 
three  wilderness  cabins  where  you 
stay  the  night.  The  cabins  are  easy 
reach  —  it's  all  downhill  from  Pu'u  Ul 
Observatory   at  the  top.  The    3.9- 
Sliding   Sands  Trail    leads   down  to 
floor  of  the  "house  of  the  sun"  sc 
3,000  feet  below  the  crater  rim.  Si 
it's    often    30    degrees    at    night, 
National  Park  Service  \ 
vides  firewood,  but  b 
your  parka. 

Ride  Mauka  h 
Makai 

In  Hawaii  you  often  I 
the  phrase  "from  mauk 
makai"  which  means  f 
mountain  to  sea.  It's  a< 


pt  of  early  Hawaiians  whose  royal  land 
/isions  ran  from  summit  to  shore. 

Now  it's  possible  to  gain  a  Hawaiian 
nse  of  place  on  horseback  by  riding 
ith  Allan  Mendes  on  his  300-acre  work- 
l  cowboy  ranch  way  out  west  in  Maui. 
ie  ranch  is  an  earthly  paradise  of  rain- 
iws,  waterfalls,  palm  trees,  coral  sand 
Bch,  lagoons,  tide  pools,  a  rain  forest 
id  the  mile-high  volcano  known  as  Pu'u 
kui  or  "hill  of  enlightenment." 

"I  want  people  to  have  an  authentic 

aiian  ranch  experience,"  Mendes  says 
we  gallop  across  golden  pastures 
lere  Texas  longhoms  graze. 

We  ride  up  to  the  rain  forest  where 
bents  believed  the  world  began,  then 
|wn  across  the  ranch  to  the  coast 
ere  sharks  patrol  the  coves.  Back  at  the 
ral  we  tie  up  our  steeds  and  head  for 
gh  noon  barbecue  of  ribs  and  baked 
ans  followed  by  a  siesta  under  the 
ngo  tree. 

Seeing  the  Red 

a  hot,  sweaty,  often  scary  hike  across 
ck  lava  flows  to  see  the  red  hellfire  of 

erupting  Kilauea  volcano.  Since  1 983, 
.  live  Big  Island  volcano  has  created  the 
th's  newest  beaches.  Too  hot  to  walk 

too  new  to  be  named,  these  black 
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sand  beaches  appear  before  your  eyes 
when  lava  hits  the  sea. 

Go  before  sundown  to  get  a  front- 
row  seat  on  sea  cliffs  by  Chain  of  Craters 
Road,  then  sit  in  awe  as  red  rivers  of  fire 
run  to  the  sea.  It's  the  hottest  show  in 
Hawaii  —  2,500  degrees  Fahrenheit! 

Ski Mauna  Kea 

Wearing  ski  togs  in  82-degree  heat  we 
look  like  lost  Alpine  skiers  waiting  for  a 
lift  at  the  porte  cochere  of  the  Mauna 
Lani  Bay  Hotel  at  Mauna  Lani  Resort  on 
the  Big  Island  of  Hawaii.  Not  your  usual 
ski  resort,  the  tropical  resort  sits  on 
gold  sand  beaches  at  the  base  of  the 


I  3,796-foot  Mauna  Kea  —  the  only  place 
in  Hawaii  to  snow  ski. 

My  North  American  ski  journalist 
pals  want  to  ski  the  old  volcano  that 
rises  33,476  feet  from  sea  floor  to  sum- 
mit, and,  according  to  the  Guinness  Book 
of  World  Records,  is  "the  tallest  moun- 
tain on  earth." 

On  the  summit,  we  hope  to  experi- 
ence 1 00  square  miles  of  virgin  powder, 
five-mile-long  runs  and  vertical  drops  of 
2,500  to  4,500  feet.  Weather  changes  fast 
on  Mauna  Kea.  All  four  seasons  can  occur 
in  one  day.  Avalanches,  blizzards  and 
whiteouts  are  common. 

By  the  time  we  reach  the  summit,  a 


'rinceville  Hotel 

Princeville  Resort,  Kauai 


ITT  Sheraton  Luxury  Collection 


**# 


Sli71^ 


Weren't  we  supposed  to  play  golf  or  something? 

Oh  yeah.  Mmm... maybe  tomorrow. 


Princeville.  Do  it  all,  or  do  nothing,  with 
equal  abandon.  Luxurious  ocean  view  room 


Prince  Course  (rated  "Hawaii's  Best" 
by  Golf  Digest).  Plus  dinner  one  evening 


for  3  nights  and  4  days.  Includes  2  days  of     at  Cafe  Hanalei.  Just  $780*  Call  your 


activities,  select  I  per  day:  Horseback/ 
picnic;  raft  tour  of  Na  Pali  Coast;  helicopter 
tour;  unlimited  tennis;  golf  at  Makai  or 


preferred  travel  planner  or  ITT  Sheraton 
Reservations  at  (800)  STAY  ITT,  and  ask 
for  the  "Adventures  In  Paradise"  package. 


*Price  is  per  person  and  based  on  double  occupancy.  Alcoholic  beverages  not  included.  Special  package  rate  inclusive 
of  tax.  Offer  expires  December  31,  I99S. 
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Hawaiian 
By  Nature. 

There  is  a  place  that 
civilization  has  overlooked. 
Where  pressures  are  washed 
away  by  the  gentle  lapping 
of  the  waves.  And  home  is 
a  thatched  hale,  steps  from 
the  water's  edge. 

A  place  you  feel  free  to 
be  yourself. 

All  meals  and  activities 
are  thoughtfully  included. 
For  more  information, 
call  your  travel  agent  or 
800-367-5290. 


KonaVillaoeM 

RESORT  O       \JL/ 

Hawaii  as  it  was  meant  to  be. 

P.O  Box  1299,  Kailua-Kona,  Hawaii  9o74<> 


sudden  spring  thaw  turns  the  packed 
snow  to  rivulets  on  jagged  black  lava.  Just 
our  luck.  Nobody  wants  to  risk  their 
Rossignols  —  or  their  life.  In  awe  of 
Mauna  Kea's  moody  weather  we  come 
down  the  mountain,  vowing  to  return. 

Kona  Sport  fishing 

The  fish  exploded  out  of  the  sea  like  a 
rocket.  It  flashed  and  thrashed  and 
fought  the  line.  It's  an  ono,  also  known 
as  wahoo,  one  of  Hawaii's  great  sport 
fishes  to  catch  —  and  eat.  We  had  just 
wet  a  line  outside  Honokohau  Harbor 
where  the  big  Pacific  blue  marlin  roam 
in  the  deep  cold  water  off  the  Big 
Island's  Kona  Coast. 

No  marlin  today,  just  a  quick  hookup 
and  a  big  trophy  for  a  boy  on  his  first 
deep-sea  fishipg  trip.  If  you  want  to  catch 
fish,  it  doesn't  get  any  better  than  the 
Kona  Coast. 

In  my  opinion,  the  best  place  to  stay 
on  the  Kona  Coast  is  Kona  Village, 
an  architecturally  keen  collection  of 
thatched-roof  South  Seas  hales  nestled 
under  coco  palms  on  the  black  lava 
coast.  In  this  rugged  remote  environs, 
the  new  Four  Seasons  Resort  Hawaii,  a 
low-rise  cluster  of  bungalows,  is  sched- 
uled to  open  in  the  fall  of  1996  at  near- 
by Hualalai  Resort  -  -  named  after 
8,27 1 -foot-high  Mt.  Hualalai,  one  of  the 
Big  Island's  defunct  volcanoes.  The 
upscale  seaside  resort  will  have  36  indi- 
vidual one-  and  two-story  bungalows 
nestled  around  an  18-hole  jack  Nicklaus 
championship  golf  course,  due  to  open 
this  December. 

Swapping  fish  tales  later  that  night,  I 
tell  about  a  fisherman  I  know  who  once 
caught  a  trophy  Kona  marlin  using  a  brass 
doorknob  for  a  lure. 

Tiger  Sharks 
of  Tunnels  Beach 

Up  on  Kauai's  North  Shore  there  is  a 
great  snorkel  beach  called  Tunnels  —  the 
best  place  to  see  Hawaii's  white-tipped 
sharks.  The  beach  is  just  down  the  road 


from  the  Princeville  Resort,  the  g  io 
hotel  at  the  gateway  to  the  Na  |a!i 
wilderness  coast. 

An  underwater  photographer  na  ac 
Captain  Nemo  took  me  there.  On  ft 
edge  of  the  reef,  you  dive  down  abouB 
feet  to  lava  tubes  —  tunnels  create  by 
molten  lava  in  its  rush  to  the  sea.The*B 
nels  teem  with  well-fed,  sleeping  shj«, 
some  1 5  feet  long.  I  free-dived,  lookeM 
saw  a  toothy  shark  grinning  back  a' it 
and  surfaced  ASAR 

Safely  ashore,  everyone  sat  ;  ill- 
bound,  watching  the  video  repla  ot 
Captain  Nemo  toying  with  tiger  sljf 
deep  inside  the  underwater  tunnel 
hard  to  explain  why,  but  the  next  i 
hung  out  at  Princeville's  wonderful  p 

Search  for  Niihau  Shell, 

On  Niihau  Island,  I  search  for  pearly  5 
with  Momi,  an  island  girl  expert  at  fid 
the  red,  white  and  yellow  shells  HaM 
queens  wore  as  necklaces.  "Go  whet 
tide  is  low,"  advises  Momi.  "And  look 
hard."While  I  can't  see  them  at  first,  i 
shells  spill  from  her  hand. 

This  encounter  on  the  last  I 
Hawaiian  island  17  miles  off  the  co£( 
Kauai  is  unique. The  20-minute  flight  ' 
you  back  1 00  years  to  an  island  inhai 
by  200  Hawaiians  who  still  trade  sea;f 
for  Yankee  dollars. 

Those   little   seashells  are  wor| 
small  fortune  today.  No  wonder 
takes  1 ,000  of  them  to  make  a  strani 
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Sail  the  Big  Island 
by  Sloop 

th  4,000  square  miles,  the  Big  Island  is 
:  Pacific's  largest  tropical  island.  It  has 
!  volcanoes,  three  capes,  two  great 
■  s  and  the  longest  coast  line  in  the 
kwaiian  archipelago  —  266  miles. 

"There's  every  possible  tropical 
ment  —  big  blue  water,  smoking  voi- 
ces, secret  coves,  great  diving,  plenty 
[fish,"  says  Ralph  Blancato,  skipper  of 

50-foot  luxury  yacht,  Maile,  the  best 
ise  in  the  islands. 

We  spend  our  days  as  water  babies 

snorkeling  reefs  and  coves.  Dolphins 
»  out  of  our  shared  water  at  Kiholo 

During  our  last  golden  Pacific  sunset 
sea,  we  search  for  the  elusive  green 

and  toast  our  good  fortune  to  be  in 
rt  I  call  the  real  Hawaii. 


Carroll,  author  of  Great  Outdoor  Adventures 
lowoii  (available  globally  on  the  Internet  at 
J  /www.cyber-hawaii.com/travel/)  is  a  for- 
San  Francisco  Chronicle  writer  who  covered 
ait  and  the  Pacific  for  United  Press 
national.  His  next  book  on  Hawaii's  best 
hes,  is  due  in  fall  '95  from  Macmillan. 


gn:  Pagnano  &  Pagnano,  New  York  City 
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mat  Adventure  Resorts 
At  A  Glance 

Four  Seasons  at  Hualalai  Resort  —  Opening  in  fall  '96,  this  695-acre  residen- 
tial resort  community  will  include  250  rooms  in  one-  and  two-story  detached 
bungalows  on  the  beach  with  an  18-hole  Jack  Nicklaus  golf  course.  RQ  Box  1119 
Kailua-Kona,  HI  96745.  (808)  325-0808. 

Haiekulani  —  The  perfect  place  to  begin  any  Hawaiian  adventure,  the  elegant 
456-room  beachfront  Haiekulani  sets  Honolulu's  standard  as  the  city's  only  Five 
Diamond  hotel.  2188  Kalia  Road,  Honolulu,  HI  96815.  (800)  367-2343. 

Kona  Village  Resort  —  Founded  by  a  sea-faring  adventurer  this  125-unit  beach- 
front resort  on  the  Big  Island  of  Hawaii's  Kona  Coast  is  a  great  escape  for  anyone 
in  search  of  old  Polynesia.  PO.  Box  1299,  Kailua-Kona,  HI  96745.  (800)  367-5290. 

Mauna  Lani  Bay  Hotel  &  Bungalows  — This  sophisticated  350-room  beach- 
side  hotel  on  the  Big  Island  of  Hawaii  also  offers  five  4,000-square-foot  bungalows 
and  24-hour  butler  service.  One  Mauna  Lani  Drive,  Kohala  Coast,  HI  96743. 
(800)  367-2323. 

Princeville  Resort  —  On  Kauai's  spectacular  North  Shore,  this  252-room  hotel 
overlooks  fabled  Hanalei  Bay  and  the  steepled  Bali  Hai  ridges  at  the  gateway  to  the 
wild  Na  Pali  coast.  5520  Kahaku  Road,  Princeville,  HI  96722.  (800)  826-4400. 

The  Ritz-Carlton  Mauna  Lani  —  Set  between  black  lava  and  the  blue  Pacific, 
the  539-room  Ritz-Carlton  is  itself  an  adventure  with  two  1 8-hole  golf  courses,  I  I 
tennis  courts  and  a  fitness  center  One  North  Kaniku  Drive,  Kohala  Coast,  HI  96743. 
(800)241-3333. 
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Watching  your  shot  clear 
both  the  perilous  black  a'a  lava 
and  open  blue  ocean  to,  finally, 
land  on  a  faraway  green.  Standing  on 
the  15th  tee  of  the  South  Course  (where  each  year  they 

y       play  the  Senior  Skins  Game)  and  wondering 
(jm~\       if  golf-  or  anything  -  can  really  be  this 


jOLYUAGi 

1994  Gold  Medal  Winner 


perfect.  If  you've  ever  been  here, 
you  know  what  we  mean.  If  you 
haven't,  it's  hard  to  understand 
what  we're  talking  about.  We  describe 
it  as  perfection.  To  begin  enjoying  some,  call 
your  travel  agent  or  1-800-327-8585 
or  1-800-367-2323. 


|  MAUNA  LANI 
RESORT 


68-1400  Mauna  Lani  Drive,  Kohala  Coast,  Island  of  Hawaii  96743-9796 

AAA  Five  Diamond  Award  Ww '-mr  <m>*ii>   A  Member  of  IhtFJfadwtfHotelsafthtfWfoHd'      Pan  Pac.1I  [<    Hoteh 


THE  MAUNA  LANI  BAY 

Hotel  and  Bungalows 


Jvecapture  tne  spirit. 


j/ie  opportunity  for  relaxation  siiould  do  more  t/ian  pamper  your  Body,  yt  s/iou  let  also 

inspire  your  mind.    71  nd  soul.    Tit  Jiuaialai,  our  enlia/itened  reiuoenation  center  will  do  just  l/iat. 

> 

Uf  course,  Jour  Reasons  oeac/ifront  ounaalows  and  an  IS-iiole  <JacJi  JticAlaus  ^ 
course  will  tieia/i ten  t/ie  inspiration.  Jiuaialai  will  emorace  t/ie  c/iarm  of  a  foryoilen  Jlawaii  in  a  leaendanj 
resort  community.   Jxeacauaintina  you  wiin  JlawaiTs  spirit.   Jind  your  own. 


^Jlualalc 


ai 


Jvesort  to  paradise. 


n  development  of  /luaialai  Development  Company    tJU    ISox  lll'i    TCaifua-  7i<*na.    itao an  ()<>74.'j   Lei  us  reaeyuatnt  uou  with  t/ie  spirit of  /fawan—fSM/ 9c 
\  •>/  registered  n  it/i  the    \  ecu  Jersey    neaJ  <    state  (  ommn  tion     wis  «  not  an  offering  /■>    \  ea  yorjG,     \  ea  Jersey  or  C  California  res/dents  or  any  state  adtere  pro/tioitea by  '■ 
06lain  (fie  property  report  required  By    ~?ederat  (aa  and  read  it  Before  signing  any  tinny     Ko    Tederat f  agency  lias  fudged  t/ie  merits  or  value,  if  any,  of  tiih  /<    </" 


he  view  from  the  top  of  the  food  chain  used  to  be  exhilarat- 
y,  but  these  days  our  lofty  perch  seems  precarious.  Organisms  and 
:her  revolting  parasitical  agents  that  used  to  be  content  to  hang 
t  in  the  remotest  tropics  have  begun  to  think  globally  and 
t  ringing  the  dinner  gong. 
Grim  stuff  indeed. 


But  reading  about  diseases  is  one 
life's  pleasures.  And  with  so  many 
v  contagions  on  the  loose,  audio 
lefinitely  the  sensible  approach, 
;ing  the  hands  to  load  the  auto- 
'e,  put  on  latex  gloves  and  perform 
er  acts  of  prudent — if  ultimately 
le — hygiene. 

f  you  have  not  already  done  so,  the 

k    to    begin    with    is    Richard 

Bton's  The  Hot  Zone,  a  rare  phe- 

nenon,  a  number- 

,  best-selling  book 

truly  deserves  to 

|I  recommend  the 

bridged   Recorded 

ks  version  read  by 

ard  M.  Davidson  whose  voice  is 

determined  and  a  little  ghoulish. 

may  I  suggest  that  you  listen  to 

out  of  the  public  eye?  The  bloody 

uescence  and  total  corporal  melt- 

1  described  here  with  such  unruf- 

fortitude  produced  in  me,  at 

rate,  "audio-filovirus  syn- 

e":   gagging  and  sponta- 

s  exclamations  of  horror,  (n 

s;  purchase  $67,  rental  $17; 

638-1304.)  Although  his  book 

:adly  serious  in  its  import, 

:on  writes  with  such  brio  that 

lias  to  remind  oneself  that  this 

Bess  isn't  funny. 

«more  sober  and  detailed  deliv- 
the  same  bad  news  is  provided 
B/aurie    Garrett's     The    Corning 
Wme:  New  And  Emerging  Diseases  In 
&rld  Out  Of  Balance.  (Books  On 
WL  unabridged;  Part  I:  17  hours, 
Htase  $88,  rental  $19;  Part  II:  20 
H,  purchase  $104,  rental  $10;  800- 
■333.)  Read  by  Kimberly  Schraf, 
wh.  voice  is  sweet  and  clear,  this  is 
Biedical  epic,  part  jeremiad.  It  also 
Irits  a  rouge's  gallery  of  post- 
Hll   diseases:    HIV,    Lassa   and 
ferue    fevers,    Hantavirus,    Toxic 
■L  Legionnaire's,  Ebola,  of  course, 


and  that  sinister  nerd,  E.  coli  0157^7. 
All  this  is  by  way  of  introducing 
absolutely  the  best  book  I  have  ever 
heard.  White  Man's  Grave  by  Richard 
Dooling  was  nominated  for  the  Na- 
tional Book  Award  in  1994  and  is  as 
terrific  as  it  is  on  the  page.  But  what 
sets  the  taped  version  above  others  is 
George  Guidall's  virtuoso  reading  for 
Recorded  Books  of  an  extraordinarily 
demanding  text.  (Unabridged;  16 


Reviews  on  Tape 


hours;  purchase  $84,  rental  $19.)  Much 
of  the  dialogue  occurs  in  Krio,  a  west 
African  patois  of  sorts  that  is  rich,  po- 
etic and  amusing, 
but  which  would 
confound,  I 


A  petri  dish  of 
viral  prose 


think,  any 
other  reader. 
The  story  itself  concerns  Ran- 
dall Killigan,  a  take-no-hostages 
bankruptcy  lawyer,  stress  junkie  and 
hypochondriac,  who  measures  his 
waking  life  in  billable  hours  and 
whose  sleep  is  refreshed  with  dreams 
of  the  U.S.  Bankruptcy  Code.  His 
son,  Michael,  has  unaccountably  re- 
jected law  for  the  Peace  Corps  and  is 


By  Katherine  A.  Powers 
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Parisian  elegance  welcoming 

the  world  s  most 

discerning  capitalists 

112  Rue  du  Fbg  St-Honore  75008  Paris 
Phone:  (1)  42669145    Fax:  (1)  42665416 

ThtFJeadmgHotels  ofthtfWorld  * 


T.  Rowe  Price  Mid-Cap  Growth  Fund  can 

help  you  benefit  from  the  performance  poten- 
tial of  America's  leading  midsize  companies. 
Typically,  these  companies  are  small  enough 
to  adapt  quickly  to  change,  yet  mature  enough 
to  have  successful  products  and  experienced 
management.  As  the  chart  shows,  the  fund  has 
consistently  outperformed  its  Lipper  Category 
Average  since  inception  (6/30/92).*  While 
midsize-company  stocks  tend  to  be  less  volatile 
than  those  of  small  companies,  they  are 
typically  more  volatile  than  larger-company 
stocks.  $2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-7871 


Average  Annual  Total  Returns 
as  of  6/30/95 

■  Mid-Cap  Growth  Fund 

D  Lipper  Mid  Cap  Funds  Average 

26.3%  25  3% 

D  I'D 


1  year 


Since 
iceptic 


Invest  With  Confidenci 


TRoweRice 


(SQL 


'Source: 


x  lipper  Analytical  Services.  Inc.  ''Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital 
gain  distributions.  Total  returns  represent  past  performance  Investment  returns  and  principal  value  will  vary  and  shares 
may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Past  performance  cannot  guarantee  future  results. 
Request  a  prospectus  containing  more  complete  information,  including  management  fees  and  other  charges  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money  T.  Rowe  Price  Investment  Services,  Inc..  Distributor.  \u  G027519 


now  missing  in  Sierre  Leone,  wlH 
biggest  export — apart  from 
monds — is  disease.  Aside  fronl 
splendid  descriptions  of  physical! 
fliction,  the  novel  is  an  ingenious  ■ 
de  force  in  which  Western  sciel 
law  and  religion  appear  as  impnl 
ble  as  African  "bad  medicine." 

Also  well  worth  listening  t  i 
Dooling's  first  novel,  Critical  (I 
about  the  tribulations  of  a  resi 
doctor  in  charge  of  the  nighttime 
eration  of  an  ICU.  (Recorded  Be 
unabridged;  12  hours;  purchase 
rental  $17.)  Richard  Ferrone's  wot 
sardonic  voice  hits  exactly  the 
note.  Mordant  and  gruesome  tht 
it  is,  the  tale  has  a  serious  dimer 
that  triggered  in  me  the  desire  to 
an  audio  version  of  Tolstoy's  "E 
Of    Ivan    Ilyich."    Available 
Blackstone,   coupled  with  "M 
And  Man,"  this  lengthy  short 
remains  the  best  depiction  oi 
realization    that    one's    own    c 
is  approaching,  a  situation 
all   the   more 
galling  by  the  , 
healthy  people, 
who  consider 
the   doomed   a 
pathetic  nui- 
sance.   ( U  n  - 
abridg  e  d  ;     8 
hours  for  com- 
plete  recording; 
purchase    $36, 
rental  $12;  800- 
729-2665.)  Walter  ^^ 
Zimmerman's 
reading  is  absolutely  first-rat^ 
female  voices  possess  such  veris, 
itude  as  to  be  positively  eerie. 

Plague    and    mortal    disease 
course,  are  literature's  acknowl 
ment  of  the  major  foul-up  we< 
entangled  in — the  human  cond 
There  are  some  wonderful  audi'  1 
sions  of  the  classics.  Basil  Rati 
reads  Edgar  Allan  Poe's  "Masq 
The    Red    Death"   with   grue: 
neurasthenic  brilliance.  This  is 
able  on  a  single  cassette,  conti 
other  poems  and  tales  by  that 
master  of  the  morbid.  (Caec 
unabridged;  1  hour;  $10;  800-331- 
You  can  also  hear  Daniel  D 


Critical  C 

fov  Richard  D<" 


ThEo^que 
fts§SfTH 


lima 

:"  U«/  0/7^  P%^  1W,  a  fright- 
ing and   acerbic   account  of  the 
™    eat  Plague  of  1665  in  London.  Dan 
zar  handles  Defoe's  prose  with 
'  -h  clean  dispatch  and  attention  to 
■  rasing  as  to  be  completely  compre- 
1  bsible  to  the  modern  ear.  (Books 
'(Tape;  unabridged;  8  hours;  pur- 
;e  $44,  rental  $14.) 
book  called  Boswell's  Clap  And 
yer  Essays  caught  my  attention — 
could  it  not?  (Recorded  Books; 
.bridged;  16  hours;  purchase  $84, 
pal  $19.)  These  12  essays  by  the  late 
William  Ober,   a  New  Jersey 
ologist,  purport  to  illuminate  the 
k  of  a  dozen  literary  folks  by  di- 
losing  or  explaining  their  physical 
and  by  showing  the  effects  upon 
ir  ideas.  His  subjects,  aside  from 
(well,  include  Swinburne,  Keats, 
;khov,     D.H.     Lawrence     and 
rates.  I  will  say  that  Dr.  Ober 
ids  like  an  amiable  crackpot  in  his 
lusiasm  for  psychoanalysis  and 
rest  in  the  sex  lives  of  his  subjects. 
d  by  Ron  Keith  with  chatty,  con- 
lg,  barely  suppressed  glee,  there  is 
:h  here  of  prurient  interest. 
Vhether  we  will  develop  resis- 
e  to  the  epidemic  of  disease  books 
-ping  the  land  remains  to  be  seen. 
the  moment  the  best  response 
is  to  be — total  surrender.  • 


lRl 
lib 


ugh  Katherine   A.    Powers' 
•    lar physician  says  her  stuffy  nose  is 
ing  to  worry  about,  she's  currently 
dering  a  third  opinion. 
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golfing  visit  to  Scotland,  the  ancient  home  of  golf,  is 
apposed  to  engender  a  spiritual  response  as  you  traverse  the  storied 
id  historic  fairways.  And,  perhaps,  the  first  time  I  went  years  ago 
felt  that  cosmic  frisson. 

But  my  most  recent  trip  to  Scotland,  in  May,  more  resembled 
e  Bataan  Death  March  combined  with  a  Monty  Python  movie 


an  a  pilgrimage  to  Mecca.  Main- 
ning  the  proper  reverence  for  the 
rroundings  is  difficult  when  you're 
/eling  with  eight  fellows;  playing 

0  difficult  courses  a  day,  a  total  of 
le  in  six  days;  sharing  hotel  rooms 
j  the  close  quarters  of  loaded  autos. 
id  when  every  day  it  seems  someone 
5  a  new  sheep  fornication  joke  to  tell. 
jit  all  began  last  winter  when  my 
bsin  Huw  called  to  say  he'd  been 
ranizing  a  little  golfing  jaunt  to 

ttdand  for  a  group  of  pals.  Would  I 
interested? 

month  or  two  later,  Huw's 
lerary  arrived,  and  my  eyes  bulged. 
little  "golfing  jaunt"  comprised 
laudaciously  ambitious  schedule, 
ting  all  the  courses  on  the  circuit 

1  Scots  laughingly  refer  to  as  "the 
Ik  Run ":  the  well-known  and  ex- 
Isive  axis  of  Turnberry,  Gleneagles 

St.  Andrews,  plus  Royal  Troon, 
iPrestwick,  Carnoustie  and  a  cou- 
|of  others.  Because  Huw  had  been 
lccessful  in  obtaining  a  hallowed 
I  time  at  Muirfield — 
ays  a  tough  ticket — he 

substituted  a  quick 

over  to  Northern 
land  to  play  Royal 
|trush,  considered 
>ng  the  best  on  the 
jrald  Isle.  Despite  the 
|that  in  Scotland  one 
(there  are  no  golf 
in  the  Temple  of 

),  he  had  us  sched- 

for  two-a-days,  constant  check- 
ind  -outs,  and  a  time  schedule 
jilated  down  to  the  last  minute. 
I,  he  had  the  whole  trip  budgeted, 

:  down  to  the  nightly  allowance  of 
lagers  and  a  wee  dram  each. 
Ihe  group  that  had  committed  to 

lonstrosity  was  a  hodgepodge  of 
Ids  and  strangers.  Huw  and  his 

ler-in-law  (my  cousin-in-law?), 


college  roommate,  business  associ- 
ates, friends-of-friends,  and  one  guy 
from  San  Diego  who  knew  somebody 
but  I  forget  whom.  Handicaps  ranged 
from  two  to  twenty-six. 

We  all  assembled  in  the  Glasgow 
airport  on  a  bright  Friday  morning  in 
May.  The  wagons  were  loaded  to  the 
groaning  point,  and  we  followed  the 
River  Clyde  west  to  Wemyss  Bay, 
where  we  caught  the  noon  ferry  to  the 
Isle  of  Bute. 

Huw  had  scheduled  a  day  of  de- 
compression on  this  bucolic  and  hid- 
den isle,  in  part  because  his  parents 
(my  aunt  and  uncle)  have  a  lovely 
three-story  brownstone  there,  cling- 
ing to  the  hillside  overlooking  the  sea. 
We  only  had  a  brief  reunion,  for 
Huw's  schedule  had  us  teeing  off  at 
the  Rothesay  Golf  Club  at  2:30.  We 


The  Golf  Bag 


Drinking  and  driving 

through  the 

Temple  of  Golf 


fortified  ourselves  first  with  a  sand- 
wich and  a  pint  in  the  dark  and  smoky 
clubhouse,  where  the  telly  was  show- 
ing a  cricket  match  between  the  West 
Indians  and  the  English.  "Who's  win- 
ning?" I  asked.  "The  tanned  ones," 
said  the  Scotsman,  frowning. 

We  needed  the  fortification,  for 
the  first  hole  at  Rothesay  is  only  265 
yards,  but  every  inch  is  straight  uphill. 


By  James  Y.  Bartlett 
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the  summit  of  Ben  Lomond, 
lingered  over  lagers  in  the  ele£ 
surroundings  of  Rossdhu  Hoi 
now  the  clubhouse,  where  ste 
looking  Colquhouns  stared  dowii 
us  from  the  walls. 

Although  it  was  still  full  dayli 
at  7:30,  we  finally  realized  we  v, 
late  for  dinner  at  Gleneagles,  a  g| 
hour's  drive  away,  and  so  we  hi 
tailed  it  across  the  countryside,  I 
noring  the  signposted  warning;] 
hidden  speed-trap  cameras, 
ended  up  being  late  for  the  dress 
dining  room,  so  we  walked  do\ 


The  fresh  air  was  nice  after 
the  overnight  flight,  but  as 
jet  lag  kicked  in  and  the 
cold  wind  began  blowing 
in  a  series  of  rain  squalls, 
we  staggered  home,  en- 
joyed a  delicious  home- 
cooked  meal  and  tumbled 
into  bed. 

Huw's  schedule  called 
for  an  early  morning  round 
at  the  nine-hole  Bute  Golf 
Club  at  Kingarth  the  next 
day,  but  a  scheduling  glitch 
occurred  and  we  found  the 
course  was  all  booked  up. 
So  in  the  afternoon,  we  had 
a  date  at  the  new  Loch 
Lomond  Golf  Club,  about 
22  miles  northwest  of 
Glasgow  on  the  bonnie, 
bonnie  shores. 

The  locals  are  dubious 
about  the  marketing  scheme 
for  the  Loch  Lomond: 
Arizona  developer  Lyle 
Anderson  (Desert  Moun- 
tain, Desert  Highlands,  Las  Campanas) 
purchased  the  project  from  the  Bank  of 
Scotland  and  is  pushing  for  interna- 
tional memberships  aimed  largely  at 
Americans.  Whether  or  not  that  idea 
works  (and  Anderson  has  further 
plans  for  residential  cottages  and  a 
second  course  designed  by  Jack 
Nicklaus),  the  Tom  Weiskopt  and  Jav 
Morrish  design  deserves  all  the  kudos 
it  has  received.  Set  on  the  magnificent 

68  FORBES 


...to  the  mirror- 
smooth  waters  of  the 
new  Loch  Lomond 
Golf  Club. .  .from 
an  early  tee  on  the 
King's  Course  at 
Gleneagles. . .  to  all 
those  nasty  little 
burns  at  Carnoustie. . . 


grounds  of  the  former  estate  of  the 
Clan  Colquhoun,  it's  a  beautiful, 
flowing  design  that  takes  advantage  of 
the  lakefront  before  ducking  into  a 
tight  and  difficult  series  of  holes  in 
the  wetlands. 

We  caught  Loch  Lomond  on  a 
rare  and  gorgeous  day:  it  was  sunny, 
warm  and  calm.  The  waters  of  the 
Loch  were  mirror  smooth,  reflecting 
the  last  patches  of  snow  clinging  to 


the  grill  room  at 
Dormy  House.  / 
our  nightly  ratio 
drams  in  the  bar 
lingered    over    ci 
and  conversation  1 
midnight,    swap 
sheep  jokes  and  t 
oughly    scandali 
Zoe  the  barmaid. 
The  next  day* 
the  first  of  our  tw 
days,  beginning 
an  early  tee  tim 
the     King's     Co 
Gleneagles'  best.  Already,  legs 
shoulders  were  groaning  ,  but  at 
the  weather  was  holding.  The  K) 
is  a  marvelous  old  Braid  design  < 
looking  the  Ochil  Hills,  and  a 
test.  I  maintained  my  personal 
time  record  of  never  hitting  the  t 
top  green  on  the  short  fifth, 
Girdle,  and  found  myself  in  a  bi 
at  the  bottom  of  the  20-foot  droj 
Triple-six.  I  played  the  rest  of  the  r 


FYI 


AND  YET 


MOST  SATISFYING 


RECOLLECTIONS 
I   HAVE   ARE   OF  THE 
TOURNAMENTS 
BY   TRIUMPH! 


OVER   MY   OWN 


MISTAKES  AND   BY 


CRUCIAL   STROKES 

PLAYED  WITH 
IMAGINATION  AND 


PRECISION  WHEN 
ANYTHING 


ORDINARY  WOULD 


NOT   HAVE   SUFFICED. 


J> 


WHEN    ANYTHING    <>RlM\\m     WILL    NO'     SUFI 
The   Sportswear  Division    of  the   H ickey^wfetlHan    Cotttpgt. 

1-800-295-3000 


Hummer's  off-road  prowess  is  legendary.  However,  it  is  perfectly  capable  of 


performing  admirably  on  the  road  as  well.  In  fact,  with  its  unique  suspension 


system,  it  handles  more  like  a  sports  car  than  a  truck.  You  '11  find  weaving  in  and  out  of  traffic 


and  navigating  the  bank  drive-thru  a  breeze.  You'll  also  find  that  a  police  escort  isn't  the  only  way 


to  get  traffic  to  pull  politely  out  of  your  path. 


It  may  well  be  the  most  unfor- 


giving, uncivilized  stretch  of 


encounters,  including  moun- 


tainous dunes  and  valleys  of 


land  known  to  man.  An  infamous  piece  deep,  shifting  sand.  It  can  scale  an  18- 


of  hell  in  southern  Saudi  Arabia  known  inch  vertical  rock  ledge,  plow  through  a 


as  the  Empty  Quarter.  To  even  consider  three-foot  snowdrift  or  ford  a  two-foot 


crossing  it,  you  have  to  have  a  death  stream.  In  a  world  of  exaggerated  claims 


wish.  Or,  as  it  turns  out,  a  Hummer.  With  of  toughness,  ruggedness  and  off-road 


its  16  inches  of  ground  clearance,  steep  prowess,  a  Hummer  stands  proudly  and 


approach  and  departure  angles,  stable  realistically  alone.  It's  not  that  np  other 


72-inch  track  width,  and  unique  geared  vehicle  can  keep  up.  It's  that  no  other 


hub  assembly,  a  Hummer  is  more  than  vehicle  can  even  follow.  For  more  infor- 


equipped  to  handle  any  terrain  that  it  mation,  call  1-800-732-5493. 


m 


■.42g* 


A     HUMMER     BECAME     THE     ONLY 


VEHICLE     TO     EVER     CROSS     SAUDI 


ARABIA'S     DESOLATE 


EMPTY     QUARTER.      THE     JOURNEY     TOOK     EIGHT     DAYS. 


TO     TOW     THE     OTHER     4X4'S     SLOWED 


US     DOWN     A     BIT.) 


in  a  foul  mood.  It's  a  damnable  hole. 

After  the  round  we  loaded  up 
again  and  drove  down  through 
Dundee  to  Carnoustie.  The  historic 
links  was  taken  off  the  British  Open 
rota  in  1975,  because,  the  R&A  said, 
there  were  not  suitable  hotel  accom- 
modations in  the  dull  grey  town,  and 
access  to  the  course,  cut  off  by  a  rail- 
road, is  nigh  impossible.  But  the 
Open  will  be  returning  in  1999,  along 
with  a  planned  hotel,  and  the  replace- 
ment of  the  ugly  concrete  bunker  of  a 
clubhouse  by  the  original  design  of 
Victorian  cupolas  and  broad  porches. 

We  made  our  tee  time  with 
perhaps  three  minutes  to  spare, 
shoed  up  and  were  off.  With  a 
freshening  afternoon  breeze, 
Carnoustie  showed  us  her 
teeth.  Although  the  ground  is 
relatively  flat  and  featureless, 
there  are  ill-placed  bunkers 
and  thick  glumps  of  gorse. 
Carnoustie  seems  to  have  a  one 
of  those  nasty  little  burns  at 
every  turn,  including  the 
snake-like  water  hazard  that 
crosses  the  17th  three  times  and 
the  18th  twice. 

Next  day  we  had  an  early 
call  to  meet  our  flight  to 
Northern  Ireland  in  Dundee.  Huw 
had  negotiated  this  part  of  the  trip 
with  a  canny  and  now  mythical  Mr. 
Anderson.  The  plan  called  for  a  day's 
trip  to  Royal  Portrush  with  a  return 
to  Dundee.  In  the  meantime,  Huw's 
parents  would  train  over,  pick  up  the 
cars,  drop  a  change  of  clothes  at  the 
hotel  in  St.  Andrews  and  park  the 
cars  at  the  airport  over  in  Prestwick 
on  the  west  coast. 

The  hour-plus  flight  to  Ulster  was 
made  a  little  nerve-wracking  by  a  stiff 
breeze  blowing  in  off  Lough  Foyle. 
The  winds  jostled  our  approach  into 
Londonderry  and  foreshadowed 
some  difficult  conditions  at  Portrush. 
Two  cabbies  whisked  us  the  45  min- 
utes east  to  the  golf  course.  The  land- 
scape looked  peaceful  and  green,  like 
in  any  other  corner  of  Britain,  except 
for  the  Royal  Union  Constabulary 
police  stations  which  featured  three 
strands  of  barbed  wire  and  heavily 
armed  guards. 


We  could  have  used  some  heavy 
armaments  at  Royal  Portrush,  a  nar- 
row and  twisting  links  set  in  a  mag- 
nificent setting  of  rugged  dunes, 
waving  grass  and,  in  the  distance,  the 
White  Rocks,  Dunluce  Castle  and 
the  rocks  of  the  Giant's  Causeway. 
Portrush  is  the  only  course  outside  of 
Scotland  and  England  ever  to  host  a 
British  Open  (in  1951),  and  it  could 
do  so  again  tomorrow.  The  fairways 
were  narrow  ribbons  bordered  by  the 
deepest  rough  we  saw  all  week,  and 
the  constant,  sometimes  wet  breeze 
made  finding  those  fairways  a  con- 


At  Royal  Troon,  Mr.  MacKnight, 

the  clubhouse  steward,  greeted 

us  inside  the  door.  "Good  afternoon, 

gentlemen,"  he  intoned  solemnly. 

"That'll  be  85  pounds. . . 

(dramatic  pause). .  .EACH!"  Expensive 

and  somewhat  snotty,  golf  tourists 
still  fall  all  over  themselves  to  play  here. 


stant  challenge.  I  made  four  birdies 
on  the  day,  kept  my  score  under  85 
and  felt  well  pleased. 

We  had  planned  a  quick  tour  and 
tasting  at  the  nearby  Bushmill's 
whiskey  plant,  but  decided,  wisely, 
that  we  just  had  enough  time  for  a 
soup-and-sandwich  lunch  in  the  his- 
toric paraphernalia-filled  clubhouse. 
Even  so,  our  cabbies  had  to  drive  like 
madmen  to  get  us  back  to  the  airport 
before  it  closed  for  the  day. 

That  night,  booked  into  the  lovely 
Rusack's  Hotel  overlooking  the  18th 
green  of  the  Old  Course  in  St. 
Andrews,  we  set  off  into  the  Auld 
Grey  Toon  for  an  informal  dinner 
and  a  pub  crawl  tour.  I  led  the  lads 
to  the  Central  pub,  but  they  began 
disappearing,  one  by  one,  to  head 
for  bed.  Still,  a  couple  of  us  stayed 
until  closing  time,  when  they  booted 
us  out  onto  the  rain-slick  streets, 
along  with  a  bevy  of  giggling  co-eds 
from  the  University. 


We  had  a  reasonable  9  a.m. 
time  on  the  Old  Course,  and 
starter,  his  usual  cranky  and  unco 
erative  self,  gave  us  a  late  ordei 
"Play  away,  please." 

But  one  grows  to  expect  th 
things  at  the  Grandmother  of 
courses.  What  we  didn't  expect 
a  rare  windless,  semi-sunny  da1 
should  have  been  at  my  best  for  s 
an  occasion,  but  I  dumped  my  sec< 
unforgivably  into  Swilcan  Burn, 
on  the  seventh  bladed  a  nine-i 
into  the  deep-faced  Cockle  bun) 
a  huge,  battleship-size  bastan 
bounced  two  off  the  sod( 
face,  then  turned  sidew 
in  surrender  and  exploi 
out... into  the  tiny  and  im 
ble  bunker  awaiting  thi 
I  ended  with  a  double-] 
but  managed  to  keep  my  4 
and  humor. 

Our  plane,  props  whirr 
was  waiting  back  at  Dunt 
and  in  short  order  we  hop 
over  to  Prestwick,  found 
cars  and  made  it  to  R»j 
Troon  for  the  afternoon  ro 
with  a  good  two  minute; 
spare.  Mr.  MacKnight, 
clubhouse  steward,  greetei 
inside  the  door.  "Good  afterncj 
gentlemen,"  he  intoned  sole 
"That'll  be  85  pounds... (dra 
pause)...  EACH!" 

Expensive  and  somewhat  snc 
golf  tourists  still  fall  all  over  th 
selves  to  play  here,  no  doubt  bee; 
of  its  long  history.  But  I  didn't  ei 
the  course  much.  Perhaps  it  was 
haustion.    Or   the   wind   that 
against  us  all  the  way  out  on  the 
nine,  and  then  turned  around 
fought  us  all  the  way  back  in.  Perl 
it  was  because  I  found  Troon  t< 
the   noisiest  golf  course  in  | 
Kingdom.  In  addition  to  the  freqi 
clickety-clack  of  the  BritRail  tr  li 
zooming  past  the  boundary  of  i< 
course,  it  sits  at  the  head  of  a  run  ty. 
at  Prestwick  airport. 

We  finished  The  Longest 
around  seven,  and  stopped  in  i< 
clubhouse  for  the  customary  la  r. 
And,  we  learned,  our  85  poi  a 
(EACH!)  entitled  us  to  a  plat  >1 
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When  the  GALLERY  CHEERS 


"Has  the 

unique  ability 

to  deliver 

maximum 

control 

and  maximum 

distance. " 

GOLF  TIPS 


"A  wonderfidly 

stable,  solid  feel" 

GOLF  Magazine 


"The  result  is 
stunning. " 

GOLFWEEK 


"More  and  more 
players  are 

recognizing  the 
Bubble  as  a 
technological 

breakthrough  in 
club  design. " 

SPORTS 
ILLUSTRATED 


ow  something 


is  happening. 


"For  pro  and 
senior  amateur 
alike... translate 

into  more 
clubhead  speed. 

Senior  Golfer 


"Rated  higher 

than  any  driver 

tested  to  date... 

in  fact, 

higher  than 

any  golf  club 

tested  to  date. " 

Petersen 's 
GOLFING 


"The  hottest 
new  equipment 

innovation  is 
Taylor  Made's 

Bubble  shaft. " 

Golf  World 


'The  shape  of 
shafts  to  come." 

Golf  Digest 


(fhe  new  Burner  Bubble  is  not  only  winning  Tour  events,         living  recognize  that  the  Burner  Bubble  is  a  major  game 
^  it's  winning  accolades  from  major  golf  publications       improvement  innovation.  Find  out  for  yourself  what 
all  across  America.  People  who  test  clubs  for  a         all  the  commotion's  about.  Demo  one  today. 


[The   new   BURNERS  BUBBLE: 


©Taylor  Made 


CAPTURE    the    POWER. 


Call  1-800-4-BURNER,  Ext.  368  for  more  information 

©1995  Taylor  Made  Golf  Company.  Bubble  and  Capture  The  Power  are  trademarks.  Burner  and  Taylor  Made  are  reqistered  trademark,  of  the  T»„l„,  m=,h„  r..r 

The  appearance  of  the  Bubble  shaft  H  a  trademarked  des.gr  of  the  Taylor  MadVS VomnZ  ay'°'  Ma*  C°"  C°mpar,y 


sign  of  the  Taylor  Made  Coif  Company. 


sandwiches.  Dinner  be  damned,  we 
dined.  The  Piersland  House  hotel  was 
bare  yards  away,  a  lovely  old  manor 
house  surrounded  by  modern  motel 
suites.  A  constable  drove 
up  and  told  us  to  take  our 
clubs  inside  at  night  be- 
cause of  a  rash  of  car  thefts. 
The  restaurant  served  us 
excellent  venison,  salmon 
and  lamb,  and  we  all  re- 
tired well  before  exhausting 
the  two-lagers-and-a-dram 
allowance. 


pletely  blind  par  three;  and  the  15th 
through  17th,  all  gnarled  and  bumpy 
and  blind,  completely  unfair  and 
marvelous  to  behold. 


. .  .from  the  peaceful 
greens  of  Royal 

Portrush. . . 

to  the  battleship 

bunkers  of  St. 

Andrews '  Old 

Course. . .  and  back 

on  the  road  again 

at  Royal  Troon. 


The  last  day  was  an- 
other golf  marathon,  start- 
ing with  four  two-balls 
at  8  a.m.  at  Old  Prest- 
wick,  certainly  one  of  the 
most  historic  courses  in 
the  land. 

The  first  British  Open 
was  played  here,  and  the 
next  11  as  well.  Old  Tom 
Morris  had  been  recruited 
from  St.  Andrews  to  set  up 
the  course,  which  originally 
was  just  12  holes.  It  contin- 
ued as  a  frequent  Open 
venue  until  1925,  when  its  many  blind 
holes  and  quirky  routing  were  deemed 
inappropriate  for  the  modern  game. 

Prestwick  is  a  wonderful  golf 
course  filled  with  character  and  ex- 
citement. From  the  first,  a  short  but 
dangerous  par  four  bounded  by  a 
brick  wall  and  railroad  tracks;  to  the 
third,  with  its  yawning  Cardinal 
bunker  and  long  wall  of  sleepers;  to 
the  fifth,  Himalayas,  a  long  and  com- 


In  twosomes,  we  fairly  galloped 
around  the  course,  finishing  in  just 
over  three  hours,  which  gave  us  plenty 
of  time  for  a  leisurely  motor  down  the 
Ayrshire  coast  to  Turnberry,  where 
we  had  time  for  a  relaxed  lunch. 

Huw  had  blessedly  arranged  for 
eight  caddies  for  our  last  round  on  the 
Ailsa  course.  Letting  someone  else  lug 
the  clubs  for  18  holes  was  such  a  plea- 
sure that  I  immediately  parred  the  first 


five  holes,  even  though  my  man  Jc 
insisted  on  over-clubbing  me.  Ails 
a  course  that  usually  punishes  mista 
like  that,  and  it  did  exact  its  revei 
before  long.  One  of 
playing  partners  was 
trouble  early  and  ofter 
he  kept  spraying  dri 
into  both  left  and  ri 
cabbage.  Finally,  after 
other  wayward  drive 
the  10th,  his  caddie  coi 
stand  it  no  more.  "Ex- 
uuuse  me,  sirh"  he  si) 
"But  ye  are  pair-mit 
t'use  th'  fayreway!" 

Though  the  skies 
darker  as  the  afternc 
deepened,  and  the  h( 
out  by  the  sea  on  eid 
nine  and  ten  were  ab 
ten  degrees  colder  than 
rest   of  the   course, 
good  weather  luck  hi 
"Smells  like  rain,"  J( 
told  me  as  we  walked 
18th,  and  indeed,  after] 
finished  and  were  in 
clubhouse  removing  sbj 
for  the  last  time,  the  si 
opened  and  a  drench 
rain  pelted  down. 

But  we  were  do 
Huw  had  booked  ul 
private  dining  room  I 
the  celebratory  final  bl 
quet  and  invited  his  fl 
ents  to  join  us.  We  I 
exceeded,  on  that  raj 
night  at  Turnberry,  I 
quota  of  lagers  and  dral 
and  the  cigars  were  pas] 
around,  prize-winnl 
were  lauded  and  hootj 
speeches  delivered. 
The   fatigue   bej 
dropping  away  as  the  toasts  contin 
deep  into  the  night.  And  I  noti 
that  several  of  the  guys  were  doinjl 
I  was:  casting  occasional  glances  at 
windowpanes  to  see  if  the  rain  ! 
stopped  yet.  In  Scotland  there  is 
ways  another  18,  or  36,  holes  to  pla 

Golf 'writer  J  AMES  Y.  BARTLI 
is  still  haunted  by  his  poor  performc 
on  Het  Girdle  at  Gleneagles. 
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CrossQeek' 

Pro  Collection 


The  Exceptional  Shirt 


M 

iUDEMARS  PlGUET 

The  master  watchmakers. 

It  takes  more  than  money 
to  wear  the  royal  oak. 


For  the  past  twenty  years,  some  of  the  most 
successful  and  admired  men  and  women 
have  chosen  to  wear  the  Royal  Oak.  A 
watch  like  no  other.  Distinctive.  Exclusive. 
Uniquely  designed.  And  quite  simply  in  a 
class  of  its  own. 


TRADITIONAL 


THE  RITZ  CARLTON:  RANCHO  MIRAGE  &  LAGUNA  NIGUEL 
FASHION  ISLAND:   NEWPORT  BEACH 

(714)  721-9010 


'■  ) 


Yes,  chocolate  is 

the  new-afid-improved 

flavor  in  accessories 

this  fall—deep,  rich, 

satisfying  and 

entirely  fat-flee. 

—Mark  Grischke 
Crocodile    handbag, 

$3,750,   AT  SELECT  BALLY 

stores,  800-96-BALLY. 
Patent  leather  belt, 
$160,  at  Gucci,  New' 


York,  Beverly  Hills, 
Chicago,  Bal  Harbour. 
Cordovan  shoe,  $485,  by 
Manolo  Blahnik/at 
Manolo  Blahnik,  New 
York;  Bob  Ellis,  Atlanta; 

AND     SELECT     NEIMAN 

Marcus  stores.   Crystal 
cuff,    $210,    BY 
Arpad,  to  order 
Neiman  Mar 
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(excessories-his) 


Future 


Sure,  the  millennium  approaches — but  the  real  surprise 

is  how  familiar  it  looks.  Industrial-age  sprockets, 

a  pop  art  Happy  Face,  all  dipped  in  space-age  silver  fc 

reissue.  The  future,  it  seems,  was  yesterday. 


Shock 


Quasar  eau  de  toilette, 
$42,  by  j.  del  pozo,  at 
Saks  Fifth  Avenue  and 
Bloomingdale's.  Killer 
Loop  sunglasses,  $114, 
by  bausch  &  lomb,  at  all 
Sunglass  Hut  and  Sun 
Gear  stores,  800-4-RAY- 
BAN.  Sterling  silver 
nut  &  bolt  cufflinks, 
110,  at  Tiffany  & 
Co.,  800-526-0649. 
Metalhead  watch,  $40, 
by  Joe  Boxer  Watches,  at 
department  stores  na- 
tionwide, 800-367-8463. 


78  FORBES 


FYI 


s 


\ 


w 


The  Province  of  Beverlv  Hills 


.p  in  the  world's  most  luxurious  hotels.  To  shop  the 
most  exclusive  stores.  To  dine  in  the  worlds  most 
te  restaurants.  That  is  the  province  of  Beverly  Hills. 


BEVERLY 
HILLS 


'•   A  safe  haven,  centrally  located  to  all  of  Southern  California, 

yet  so  far  from  the  ordinary  To  learn  about  the  collection  of 

fine  hotels  in  Beverly  Hills,  please  call  1-800-345-2210. 


Dunhill 


lONDO«    PARIS    N  E  V  YOBK 


SURGEON  GENERAL'S  WARNING:  Smoking 
By  Pregnant  Women  May  Result  In  Fetal 
Injury,  Premature  Birth,  And  Low  Birth  Weight. 


g.  "tar,"  1.2  mg.  nicotine  av.  per  cigarette  by  FTC  methoc 


he  Milford  Track,  New  Zealand — To  New  Zealanders  it's 
ie  equivalent  of  a  pilgrimage  to  Mecca,  to  be  done  at  least  once  in 
lifetime.  To  outsiders  like  your  flat-footed  correspondent  it  might 
i  only  the  finest  walk  in  the  world.  The  Milford  Track  is  an  apoc- 
yptic,  33-mile  hike  through  chattering  rain  forests  and  blithe  fern- 
laded  meadows,  along  temperamental  rivers  and  across  blustery 
ountain  passes,  past  giant  hurrying     leave  six  days  a  week  from  Novem- 


terfalls  into  deep  decadent  woods, 

neath  vast  cliffs  by  quiet  lakes — so 

my  landscapes  it's  like  crossing  a 

lole  uninhabited  continent. 

In  the  heart  of  huge  Fiordland 

itional  Park  on  the  South  Island  of 

iw  Zealand,  the  Milford  Track  has 

;n  attracting  trampers  (as  they're 

ted  down  there)  for  over  a  century. 

takes  four  days  to  walk  at  an  enjoy- 

e  pace,  and  runs  from  one  end  of 

.e  Te  Anau  to  Milford  Sound. 

e  Track's  dizzying  range  of  terrains 

1  views  makes  it  unique,  and  best 

ill,  it  can  be  done  comfortably  by 

one  who  simply  enjoys  a  long  walk 

doesn't  mind  sharing  a  cabin  and 

als  with  fellow  trampers  of  all  ages 

I  all  over  the  world.  (This  worried 

the  most,  and  happily  surprised 

in  retrospect.) 

"he     hostels, 

^ibly  spaced  out 

[each  night  a- 

r  the  Track, 

comfortable 

provide    bedding,    towels    and 
•  food.  The  number  of  trampers 
jmtrolled:  track  parties  of  up  to  35 


ber  through  early  April.  (A  few  inde- 
pendent trampers,  carrying  their  own 
camping  equipment,  food,  et  cetera, 
are  also  allowed  on  the  trail.)  Though 
you'll  be  part  of  a  group  every  evening 
when  you  reach  the  hostel,  for  most 
of  the  day  it's  easy  to  go  at  your  own 
pace  in  solitude. 

Equipment?  Waterproof,  light- 
weight boots,  two  pairs  of  socks,  a 
light  slicker  and  a  very  light  backpack 
with  perhaps  a  sweater  in  it  and  little 
else — this  isn't  the  hostile  outdoors. 
Best  time  to  go:  November  and 
March.  For  a  trip  on  the  Milford  Track, 
call  Mount  Cook  Tours:  800-468-2665. 
Cost:  $924,  including  a  first  night  at  Te 
Anau,  the  Track  itself  (j  nights,  4  days) 
and  a  last  night  on  Milford  Sound. 

— James  Kingston 
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Purling,  New  York — If  you  have 
a  hankering  for  the  Catskills  or  just 
want  to  get  out  of  the  Big  Apple  for 


fc*£l 


\dizzying  range  of  terrains  and  views  makes  the  Milford  Track  unique. 


Tramping 

the  Milford  Track... 

Noshing  at 

Harvey  Nichols... 

Gunning  the  Gauley 

River... and  more 
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hotel  nikko  mexico 


Where  Unique  Traditions 

of  t fie  Orient 

Meet  the  "Warmth 

of  Mexican  Hospitality 


& 


nikko  hotels 

international 


Campos  Eliseos  204,  Polanco 

Mexico  D.F.,  11560 

Tel.:  (52  5)280-1111 

Fax:  (52  5)  280-8965 

Toll  free  in  Mexico:  91-800-90-888 

Over  36  Nikko  Hotels  worldwide 

In  North  America 

New  York  •  Atlanta  •  Chicago 

San  Francisco  •  Los  Angeles 

Honolulu  •  Mexico  City 

Call  toll  free:  1-800-NIKKO-US 

Or  consult  your  travel  professional 


Soothed  into  slumber  by  wet  noise  at  the  Tumblin 
Falls  House  in  Purling,  New  York. 


a  weekend,  you  can't  do  much  better 
than  the  Tumblin'  Falls  House  Bed 
6c  Breakfast.  The  wife  and  I  have 
never  really  fallen  for  B&Bs — just 
give  us  our  coffee  and  shut  up.  But  at 
Tumblin'  Falls  the  service  was  good, 
the  omelettes  were  great,  the  accom- 
modations were  more  than  comfort- 
able, and  the  steady,  wet  noise  of 
Shinglekill  Falls  soothed  our  stressed- 
out,  big-city  nerves. 

Hosts  Hugh  and  Linda  Curry  are 
a  nice  couple.  He's  the  former  tennis 
director  at  The  Breakers  in  Palm 
Beach.  She's  a  former  Wilhelmina 
model  who  stumbled  upon  the  house 
on  a  summer  hike,  spent  a  night  in  its 
dreary,  shattered-window  shell,  then 
convinced  her  husband,  over  the 
phone,  that  she'd  found  the  house  of 
their  dreams.  All  cleaned  up  atop  a 
few  rough-hewn  acres,  today  their 
three-story  pastoral  palace  sports  a 
wrap-around  porch,  antique-filled 
nooks  and  crannies,  an  eclectic  collec- 
tion of  wall  hangings,  and  five  sepa- 
rate guest  rooms. 

Take  the  Falls  View  Suite  if  you 
can  get  it,  with  its  monster  king-size 
bed  and  private  bath.  Perched  up 
high,  the  suite  offers  a  big-window 
shot  of  the  35-foot  Shinglekill  Falls 
and  its  neighboring,  temporarily 
wheel-less  grist  mill — from  1788,  the 
last  of  several  water's-edge  factories 


that  once  cranked  cid 
supplies  for  the  Uni  , 
Army.  The  river  its< , 
easily  accessible  from  Is 
Tumblin'  Falls  Houj,. 
has   three   good   swi  - 
ming  holes  that  gueJl 
have  been  known  to  uJg 
And  the  Currys  areji 
above  cooking  the  00^. 
sional  trout,  so  go  ah<J| 
and  bring  your  rod. 

The  Catskills  k»M 
over  everything,  m 
course:  hiking,  biki» 
birding,  et  cetera.  TheiM 
antiquing  in  Saugert  la 
20  minutes  away,  asvaj 
as  outstanding  foodjfc 
the  Cafe  Tamayo.  flm] 
just  a  bit  farther  a 
Woodstock  with  all  a 
tie-dyed  antiques  still  wander* 
around.  Won't  they  ever  go  home* 
A  recent  weekend  at  TumbA 
Falls  proved  relaxing,  restorative  :_f 
quite  memorable.  Tumblin  bm 
House,  Purling,  N.Y.;  518-622-jM. 
Falls  View  Suite  $g^-$ny  guest  rom 
$55~$75<  including  a  full  breakfast.  ,1] 
available  for  whole-house  rentals. 

— Neal  SanteljvlJ 

Rangoon:  Once  upon  a  t 
Burma — now,  officially  Myanma 
drew  travelers  like  Kipling,  Maugl 
and  Orwell.  It  was  an  exotic  corn 
British  India,  easily  accessible; 
capital,  Rangoon,  had  one  of 
finest  hotels  in  Asia,  the  Strand.  T 
the  Silk  Curtain  came  down  afte 
dependence,  five  decades  ago, 
ever  since  the  country  has  rema: 
bottled  in  amber — part  1930, 
1870.  Few  travelers  wanted 
bother  with  the  annoyances 
volved  in  seeing  its  lat  chen 
and  lissome  powdered  women; 
creaking  bullock-carts,  its  sur 
Raj  architecture  and  extrava^ 
temples.  When  I  first  went,  a 
years  ago,  there  were  less  than , 
tourists  in  the  country  at  any  ( 
time.  Nowadays,  with  most  of 
economy  dependent  on  the  b 
market,  the  regime  has  had  to  i 
two-week   and    even    month-1 


trabl 


;as  and  actually  welcomes  tourism 
a  way  to  get  hard  currency. 
Outside  Rangoon  (now  called 
ngon),  the  entire  country  has  few 
•s  or  T-shirts,  no  medicine,  no 
ica-Cola,  no  five-star  hotels  and  no 
ins  that  hobble  faster  than  20  mph. 
ere  are,  however,  the  stately  boule- 
s  and  delicate  wooden  palaces  of 
ndalay,  and  the  vast  plain  of 
n,  2,000  gleaming  pagodas  and 
rples  over  a  millennium  old,  rising 
labyrinthine  geometries  by  the 
addy  River — as  if  all  the  Gothic 
edrals  of  Europe  had  been  gilded 
gathered  in  one  spot. 

chitecturally  Rangoon  is  Ed- 

dian  pomp  in  psychedelic  local 

rs.   (The  government  mottoes, 

"Be  Kind  To  Animals  By  Not 

ng  Them,"  are  written  in  English 

Burmese.)  Its  greatest  sacred 

sure  is  the  lovely  Shwedagon,  an 

mous  pagoda  of  pure  gold  sur- 
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angoon's  profane  treasure: 
the  Strand  Hotel. 


'ouied  by  statuary  out  of  some 
fW.hist  Disneyland.  For  visitors, 
^ojh,  Rangoon's  profane  treasure  is 
bfenerable  Stand  Hotel. 

Se  Strand  has  proven  the  last 
ia's  great  oases — along  with 
Ifcs  of  Singapore,  the  E  &  O  in 
3en-ig,  the  Oriental  in  Bangkok — 
(•restored  and  renovated.  Built  in 
90iy  the  famous  Sarkies  Brothers, 
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YEARS  OF  TRAINING 

HAD  ENABLED  HIM  TO  POLISH  OFF 

seventy  pairs  of  shoes  before  breakfast.  Yet,  whilst  traversing  the 

corridor,  the  valet  spotted  a  solitary  set  of  footwear  that  had  somehow 

escaped  his  waxings.  Tucking  the  errant  articles  beneath  his  arm,  he 

strode  off  to  make  amends.  That  the  aforementioned  pumps  belonged 

to  a  chambermaid  who  had  left  them  upon  the  threshold  of  the  room 

she  was  attending  to,  was  of  no  matter.  In  the  time  it  took  to  turn  down 

the  bed,  the  shoes  were  shined  and  back  before  the  door.  Much  to  the 

delight  of  the  astonished  chambermaid  and  the  personal  satisfaction 

\       of  the  virtuous  valet.  Spit       ^*==g*^        and  polish,  is  just  one  of 

the  reasons  why  so  many     f    ((JSggK))    J     have  taken  a  shine  to 

Raffles.  The  original  place      X^gapor^      tQ  sta^  tQ  jjne)  to  shop^  or 

I       to  simply  sip  on  a  sling.  Raffles  Hotel,  1  Beach  Road.  Singapore 

I      0718.  Tel:  337  1886.  Fax:  339  7650.  Telex  No.  RS  39028  RHSIN. 

I  A   RAFFLES   INTERNATIONAL   HOTEL 


A 


Custom  Bootmakers 

since  1884. 

Alden's  classic  medallion 

straight  tip  oxford  in 

premium  aniline  calfskin. 

Rich  burgundy,  black  box 

and  burnished  tan. 


For  complete  store  listing  and  illustrated  catalog,  contact:  Alden  Shoe  Company,  Dept.  925F,  Middleborough,  MA  02346,  1-800-3254252. 


in  recent  years  its  annoyances  had  be- 
come equally  legendary.  Few  ceiling 
fans  worked  even  when  there  was 
electricity,  and  some  rooms  hosted 
both  rats  and  bats — but  it  still  had 
the  finest  dining  room  in  the  coun- 
try, with  very  cold  local  beer,  fresh 
prawns  and  lobster,  and  lilting  violins 
in  the  Palm  Court. 

Early  last  year,  the 
Strand  came  under  the 
guidance  of  Aman- 
resorts,  the  top  luxury 
small-hotel  firm  in  Asia 
(they  run,  among  oth- 
ers, Amandari  in  Bali, 
Amanpuri  in  Thailand, 
and  the  Hotel  Bora 
Bora).  Many  tons  of 
teak  were  used  in  the 
restoration,  and  the 
Strand  today  has  a 
splendor  it  probably 
never  knew  at  its  peak 
in  the  Raj:  only  32  enor- 
mous rooms  now,  all 
still  with  12-foot  ceilings 
but  also  huge  marble 
baths  and  CNN.  The 
Strand,  92  Strand  Road, 
Yangon;  011-95-1-81532; 
fax:  011-95-1-89880.  For 
reservations  call:  800- 
447-J462;  212-223-2848. 
Rooms  from  $275.  Best 
time  to  go:  October-March. 
— James  Kingston 


itself.  At  lunch  and  until  late  in  the 
night  the  large  bar  is  packed  with  peo- 
ple waiting  for  a  much  sought  after 
table,  or  just  seeing  and  being  seen. 

The  restaurant  itself  is  spacious, 
airy,  comfortable,  and  serves  good 
modern  English/Continental  food  at 
steep  prices.  So  if  you  aren't  on  an  ex- 
pense account,  it  might  be  a  good  idea 


~i 


London:  Until  re- 
cently Harvey  Nichols 
had  always  been  a  rather 
boring  and  respectable 
department  store  living 
in  the  shadow  of  its  more  illustrious 
neighbor,  Harrods.  Not  any  more. 

New  ownership  has  transformed 
Harvey  Nicks  into  one  of  London's 
hottest  spots.  And  the  centerpiece  is 
the  fifth  floor — a  gourmet's  paradise. 

Over  here  is  the  Food  Market,  a 
deluxe  butchers,  fishmongers,  green- 
grocers and  deli  all  rolled  into  one. 
Over  there  is  the  Wine  Shop,  with 
over  750  offerings  and  a  cafe  to  quaff 
them  in.  But  what  is  attracting  the 
most  attention — and  the  most  glam 
crowds — is  the  Fifth  Floor  Restaurant 
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White-water  craziness  from  the  Army  Corps  of 

Engineers:  2, 800  cubic  feet  of  wet  stuff  per  second  make 

West  Virginias  Gauley  River  one  helluva  ride. 


to  take  advantage  of  the  Monday 
night  promotion  which  allows  you  to 
select  your  wine  from  the  Wine  Shop, 
at  Wine  Shop  prices,  and  have  it 
served  with  your  meal.  As  their  ad 
says:  it's  a  grape  opportunity.  The 
Fifth  Floor  Restaurant,  Harvey  Nichols, 
Knightsbridge,  London;  011-44-iji- 
235-5250.  — Nick  Passmore 

Summers ville,  West  Virginia: 

Hear  that  rumble,  that  roar?  That's 
water — white  water — 2,800  cubic  feet 
per  second,  unleashed  by  the  Army 

FYI 


Corps  of  Engineers  from  I 
Summersville  Dam  and  headed  d<| 
the  Gauley  River  across  central  Vm 
Virginia.  It's  an  annual,  and  limid 
event  much  anticipated  by  wbl 
water  aficionados  all  over  the  wcB 
And  it's  just  happened  again. 

Rafters    have    been    riding   p 
Summersville    flow   since   the   j 
1970s,  and  in  the  efl 
'80s     Congress    p- 
claimed     white-wjg 
rafting  a  "project  ■'» 
pose"  of  the  Dam.  a 
first   15    miles   of  I 
Gauley  (a  six-  to  ei  1 
hour  ride)  are  the  vm 
est,  dropping  30  1 
per  mile  and  inclu  I 
some  50  rapids.  Las  I 
around  54,000  pe  m 
turned  out  for  thdB 
weeks  of  Army  Ccfl 
controlled  craziness.  J 
The  flood  gates  J 
opened  Friday  thnlB 
Monday  from  the  1 
weekend     after    L 
Day  through  the  se> 
weekend    in    Octc 
There  are  more  thi 
few    outfitters    on 
river.  We  like  Clas 
River  Runners  (fror 
Gauley's   VI   classi  ji 
tion:  "the  Utmost 
Lansing,  West  Virn 
one  of  the  oldest  o>| 
river.  At  this  point, 
tell  us,  Saturdays  al 
booked  up.  But  the  j 
days    should   be  vl 
open,  particularly  d 
early    October — surprising, 
that's  when  the  leaves  are  tui 
theif  prettiest,  and  the  water 
its  warmest. 

For  a  spur-of-the-moment  I 
away,  the  Gauley  is  a  definitij 
Class  VI  River  Runners  offers  on 
three-day  packages  on  the  Gau\ 
around  $120  per  day.  Through  a  fa 
arrangement  with  US  Air,  theycaX 
set  up  last-minute  aifare  withouil 
pesky  last-minute  penalties.  Call:\ 

252~7784;  3°4-574-°7°4- 

— Stephanie  Tuij 
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Calvin  Klein  in  Men's  Sporf 


To  order  a  copy  of  our  casual 
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of  the  ashes  of  post-war  Europe 
rose  history's  finest  generation 
of  racing  machines  and  fearless 
drivers.  We  won't  see  their  like  again 

Photographs  By 

Jesse  Alexander 
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tarting  in  the  early  1950s,  pho- 
tographer Jesse  Alexander  began 
walking  the  apron  of  Europe's 
great  Grand  Prix  courses,  from 
Monaco  to  Monza.  What  he 
captured  through  the  lens  of  his 
Leica  over  the  next  20  years  was  the  dolce 
vita  period  of  motor  racing,  a  golden  age 
when  style  was  as  important  as  speed. 

"In  many  ways  those  were  simpler 
times,"  recalls  Alexander,  who  lives 
now  in  Santa  Barbara.  "Some  drivers 
wore  polo  helmets  they'd  had  made  in 
^^  Bond  Street  in  London." 
Mg  A  few  sped  along  in  pressed 
jp  sportshirts  and  cardigan 
sweaters,  and  no  one  wore 
a  seatbelt.  "Being  strapped 
in  was  thought  to  be  dan- 
gerous," Alexander  says. 
"Drivers  much  preferred  to 
be  thrown  from  the  car  in 
an  accident." 

By  the  1970s,  the  golden 
age  began  losing  its  lus- 
ter and,  to  Alexander,  the 
sport  became  less  interesting.  "Where 
once  you  could  clearly  watch  a  driver 
struggle  with  the  wheel  as  the  car  drift- 
ed through  a  corner,"  he  says,  "aerody- 
namic concerns  put  men  lower  in  the 
cars  and  you  could  no  longer  even  see 
who  was  driving.  Today  it's  impossible; 
they're  almost  invisible." 

What's  more,  race  sponsors  began 
plastering  their  logos  on  the  cars — and 
their  drivers — and  slowly  were  buried  the 
elegant  lines  that  distinguished  the 
Ferrari  from  the  Mercedes,  the 
Porsche  from  the  Lancia. 

Alexander  is  content,  how- 
ever, as  those  innocent  years  fade 
in  the  rear  view.  "Everything 
changes,"  he  says.  "I  just  feel 
lucky  to  have  lived  and  worked 
in  that  time." 

We're  lucky  he  did,  as  well.  • 
— Patrick  Cooke 


(rloty'D  £oa.f Ufa (Ferrus. i) rkirburc,*-,^  /?£< 


An  exhibit  of  Jesse  Alexander  s  pho- 
tographs will  open  this  October 
12th  at  the  Petersen  Automotive 
Museum,  6060  Wilshire  Blvd.,  Los 
Angeles;  213-964-6356.  His  signed  prints  are 
available  from  At  Speed  Press,  P.O.  Box 
5400,  Santa  Barbara,  CA  93150.  For  price 
information,  call  805-684-8273. 


Hitch  You 

'Til  be  in  my  trailer!"  shrieks  the  petulant  actor  as  he  storms 

off  the  movie  set  into  his  Winnebago.  There  was  a  time,  however •, 

when  Tinseltown  s  trailers  were  made  of  anything  but 


Text  And  Illustrations  By  Bruce  McCall 


t  was  Esme  de  Trance,  "The  Girl 
with  the  Golden  Ankles"  and  film- 
dom's  reigning  Czarina  for  most  of 
the  silent  era,  who  introduced  the  idea 
of  private  trailers  for  movie  stars  in 
1924.  She  demanded  that  the  guest 
cottage  on  her  Hollywood  estate  be 
put  on  wheels  and  transported  to  the 
Ozark  foothills  during  location  shoot- 


ing for  Down  Idaho  Way.  It  was  to 
prove  a  tragic  innovation.  Retiring  to 
her  cottage-cum-trailer  one  day  after 
yet  another  artistic  clash  with  direc- 
tor Disbrow  Dumbarton,  the  hot- 
tempered  de  Trance  began  throwing 
crockery  and  quickly  escalated  to  fur- 
niture. Dangerously  front-loaded  with 
piled-up  debris,  the  trailer  tipped  for- 


ward and  began  rolling  rapidly  dow  j 
hill — too  rapidly,  the  crew  later  i 
sisted,  to  be  halted  before  plunging 
the  bottom  of  Rat  Lake  like  a  stor 
Every  year  since,  on  the  anniversary 
that  fateful  day,  a  stranger  is  said 
throw  a  lamp,  a  picture  and  a  piece 
bric-a-brac  into  the  waters  of  what « 
now  called  Lake  de  Trance. 
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ured  to  Hollywood  in  the  late 
Twenties  by  big  money  and  the 
promise  of  all  the  opium  he  could  in- 
gest, actor  Franz  von  Pfaff  was  as  ar- 
rogant and  rigid  as  the  Prussian 
villains  he  played  on  the  screen.  He 
would  accept  no  mere  location  trailer 
but  ordered  that  a  scaled-down 
replica  of  the  famous  German  Graf 
Zeppelin  airship  be  provided,  allow- 
ing him  to  hover  in  splendor  and  pri- 
vacy above  the  set  between  takes.  The 
1931  crash  of  von  Pfaff  s  airship — 
with  von  Pfaff  trapped  aboard — was 
caught  on  film,  and  the  storyline  of 
Tomorrow  Was  Yesterday  hastily  re- 
worked to  include  it.  The  sensational 
book  that  appeared  many  years  later, 
theorizing  that  the  crash  had  been 
caused  not  by  a  lightning  bug  strik- 
ing the  airship — as  the  studio  al- 
leged— but  by  opium  fumes  over- 
coming the  crew,  has  just  been 
optioned  for  production  as  a  major 
motion  picture. 
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uddy  Dare,  the  actor-playl 
on  whose  freewheeling  lifestyle  E;    '. 
Flynn  is  said  to  have  modeled  I 
own,  drove  his  custom-designed,  it 
foot,  six-bedroom  location  traileii 
he  lived:  hard,  fast  and  recklessly. . 


huck  Stake,  Eighties  action-movie 
legend  (Fists  Of  Fire,  Firefist,  Fist  Fire 
Fury,  Fist  Fire  Fury  II:  The  Haymaker), 
had  the  box-office  clout  to  get  what- 
ever he  wanted  from  Mogultone 
Studios.  What  Chuck  wanted  was  a 
three-story  palace  on  treads  as  his  per- 
sonal location  trailer,  with  a  built-in 
pool  for  his  pet  polar  bear,  twin  heli- 
pads— even  its  own  volunteer  fire  de- 
partment, manned  by  his  agent.  Duly 
constructed,  the  mobile  edifice  proved 
far  too  unwieldy  to  travel  on  public 
roads;  every  attempt  to  even  move  it 
from  the  Los  Angeles  building  site 
was  a  failure.  But  citing  contract  fine- 
print,  Mr.  Stake  refused  to  appear  on 
location  without  it;  first  one,  then  an- 
other picture  had  to  be  canceled  as  a 
result,  until  a  fickle  moviegoing  pub- 
lic had  forgotten — what's  his  name, 
the  beefcake  guy — altogether. 
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Reding,  parking  and  dangerous- 
|ving  tickets  alone  financed  the 
i)llywood  Police  Officer's  Home — 
^ddy  Dare,  Honorary  Custodian, 
ieed,  so  chummy  did  Buddy  be- 
le  with  movieland's  cop  corps  that 


in  1938  he  was  granted  the  coveted 
Department  pass  allowing  the  bearer 
to  run  red  lights.  Alas,  the  one  other 
screenland  luminary  to  enjoy  this  priv- 
ilege was  Errol  Flynn;  at  3:12:37  on 
May  10th,  1938,  the  two  blithe  spirits 


and  their  speeding  vehicles  met  at  the 
same  Hollywood  intersection,  at  the 
same  millisecond.  Flynn  awoke  in  one 
of  Buddy's  beds.  Buddy  has  not  awak- 
ened since  in  his  room  at  the 
Hollywood  Police  Officer's  Home. 


oviet  celluloid  immortal 
Viktor  Ilyich  Ilyich  fell  from  Stalin's 
favor  in  1949  after  his  performance  in 
the  six-part  epic  Earth  And  Dirt,  based 
on  a  15th-century  poem  about  a  Boyar 
rebellion,  was  deemed  critical  of  the 
dictator's  steam-shovel  plan.  Over- 
night, Ilyich  Ilyich  would  lose  his  lush 
Party-bestowed  perks  and  find  him- 
self busted  to  supporting  roles  in  the 
GUB  studio's  string  of  B-picture 
Cossack  oaters.  Shipped  off  to  the 
frigid  Urals  and  forced  to  share  a 
cramped  little  trailer  with  the  dark- 
room staff,  he  refused  to  complain. 
Party  Chairman  Khrushchev — an 
avid  fan  of  Cossack  oaters — rehabili- 
tated Ilyich  Ilyich  in  1962  and  made 
him  a  Hero  of  the  Soviet  Screen. 
Ironically,  Khrushchev's  own  downfall 
soon  followed.  More  ironic  still,  he 
was  to  live  out  his  final  days  in  that 
same  cramped  little  trailer.  • 


FYI 


FORBES  93 


BREITLING 

1884 


•  .'•  '• 


NAVITIMER  92 

The  updated  version  of  Breitlinc's  famed 
Navitimer  design  introduced  in  1952,  Model 
92  is  a  compact  feat  of  stylish  engineering. 
Discreet  enough  to  add  eye-catching  appeal 
to  a  feminine  wrist.  And  sophisticated 
enough  for  anyone  looking  for  a  high-perfor- 
mance mechanical  chronograph  combining 
extreme  accuracy  and  an  extensive  power 
reserve. 

The  Navitimer  92's  rotating  bezel  is  designed 
to  serve  as  a  slide  rule,  computing  speeds  as 
well  as  multiplying  and  dividing. 
Heavy  use  of  the  chronograph  cannot  affect 
the  Navitimer  92's  perfect  timekeeping. 
Since  time  and  its  various  measurements  are 
so  crucial  to  air  navigation,  Breitling 
Navitimer  chronographs  are  and  remain 
invaluable  personal  instruments  for  the 
world's  pilots  and  flight  crews. 


Selfwinding    mechanical    chronograph 
V5th  second  graduations. 

30-minute  and  12-hour  totalizers. 

Power  reserve  in  excess  of  42  hours. 

Slide  rule  for  solving  speed-time-distan 
calculations. 

Case  water-resistant  to  30  m  with  glareproc 
ed  cambered  sapphire  crystal. 

In  solid  18K  gold.  Also  available  in  steel  or 
steel  with  18K  gold  bezel. 

Available  with  three  types  of  leather  stK 
with  either  tang-type  buckle  or  folding  das 
or  with  Pilot  bracelet. 
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Montgomery  Mall 

Bethesda,  Maryland 

(301)469-7575 


Gallena  at  Tysons  11 
McLean,  Virginia 
(703)448-6731 


JEWELERS 

Annapolis  Mall 

Annapolis,  Maryland 

(410) 224-4787 
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The  Sportsman 's  Spain-&=^ 


T  A  Year  In 

Iberia 


By  George  Semler 


aright  orange  winter  sun  was  just  pushing  up  over  the  rim  of  the  meseta  as  my  son  Matt  and  I  touched  down  at 

Madrid's  Barajas  airport.  It  was  December  and  the  feast  of  Santa  Lucia  marking  the  winter  solstice,  the 
lortest  day  and  longest  night  of  the  year.  Mediterranean  countries  are  selfish  about  their  light,  and  prayers  to 

Lucia  are  pleas  for  its  return.  (She  is  also  patron  saint  of  the  seamstresses  and  the  blind.)  This  time  of 
»ar  in  Spain,  nearing  Christmas,  midsummer's  eve  and  fly  fishing  until  eleven  at  night  seem  impossibly  far  off, 
so  Matt  and  I  were  happy  to  be  filling  the  time  between  solstice  and  solstice. 
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Our  host  for  the  partridge  drive  in  Ciudad  Real,  Arturo 
Hidalgo,  met  the  plane  and  whisked  us  straight  south  to 
La  Mancha,  Quijote  country.  Two  hours  later,  not  far 
short  of  the  Andalusian  border,  we  turned  off  for  El  Viso 
del  Marques,  where  a  dozen  jauntily  turned-out  hunters 
were  knocking  back  espresso.  Soon  we  were  bouncing 
through  fields  of  harvested  wheat,  a  convoy  of  a  dozen 
jeeps  and  trucks. 

The  ojeo,  or  partridge  drive,  is  the  best  known  of  Spain's 
formal  hunts.  A  dozen  shooting  positions  are  purchased, 
assigned  by  lot  and  rotated  through  six  separate  drives  over 
varying  terrain.  Two  or  three  dozen  beaters  are  trucked  a 
few  hills  over  and  begin  pushing  toward  the  line  of  shoot- 
ers set  in  behind  small  blinds  of  brush  or  canvas.  Each 


shooter  is  equipped  with  a  brace  of  shotguns  and  a  pair  of 
assistants — the  secretario  or  spotter,  and  a  loader,  the  car- 
gador,  who  sits  in  the  blind  with  his  back  to  living  traffic, 
loading  as  quickly  as  he  can  when  the  shooting  is  fast. 
Downwind,  the  redleg  partridge  can  reach  speeds  of  up 
to  50  miles  per  hour,  often  ganging  up  on  a  single  gunner 
in  confusing  formations  of  five  or  six.  But  on  a  good  day, 
a  decent  marksman  can  drop  60  to  70  birds. 

"Cuckoo!  Cuckoo!"  warbled  my  secretario,  Francisco,  as 
something  resembling  a  runaway  boomerang  materialized 
on  the  horizon,  flew  straight  over  us  and  continued  on 
ahead  of  my  two  hopeful  blasts.  By  the  time  I  was  turned 
around  facing  the  drivers  again,  pandemonium  had  bro- 
ken loose.  Scores  of  birds  were  coming  in  groups  of  two 
and  three.  Placido,  my  loader,  kept  throwing  me 
Ugartechea  I  or  II,  the  lovely  matched  set  of  Spanish- 
made  12-gauges  that  Arturo  had  insisted  I  try,  and  even- 
tually matters  improved. 


Around  midday  Arturo  announced  the  taco,  an  otjBc 
air  snack  consisting  of  the  traditional  migas,  or  brt» 
crumbs  fried  in  garlic,  assorted  local  wines,  saus  m 
manchego  cheese,  chunks  of  Spanish  potato-and-or  >n 
omelette  and  tortillas  served  by  white-gloved  waiter^ 
tails.  Talk  ran  inevitably  to  great  marksmen  and  how 
Franco  or  King  Juan  Carlos  or  bullfighter  Enrique  Pc 
did  or  did  not  shoot  partridges. 

"Franco  would  get  150  birds  in  an  afternoon,  rouj, 
twice  what  a  normal  shooter  should  get,"  recalled  Gab ! 
Prados,  the  postor  in  charge  of  setting  the  shooters'  p 
tions  for  each  drive.  "Of  course  he  would  always  be  in  l 
center  position,  and  no  one  would  dare  shoot  across  r 
and  he  would  hit  100  and  retrieve  150... so... you  knov? 
"Francis,  his  grandson,  was  the  g 
\;~:%:.   ■■.■»r=fls*---       shot  of  the   family.   Still   is.   Fri 
would  drop  three,  four,  five  birds 
single  flight,  shooting  with  a  five-s- 
automatic,  back  when  they  were  let 
He  outshot  Franco  when  he  was  ia 
Gabino  worked  his  first  29  year* 
a  poacher  and  subsequent  33  as  a  gi 
warden  and  was  in  a  position  to  kr 
such  things.  He  joined  us  for  our  no; 
to-last  drive,  explaining  that  the  s 
considered  the  prettiest  is  the  qu 
overhead  chance  as  a  bird  appears  s 
denly  over  a  piece  of  high  ground 
And  then  the  birds  began  to  fall 
the  way  he  had  described  it,  popp 
out  over  the  ridgeline  to  our  left,  c 
the  crest  of  the  hill  straight  ahead 
low-slanting  December  sun  shone 
the  birds  as  they  flew,  spotligh 
their  red  beaks  and  legs,  the  marki 
under  the  wings,  every  feather. 
After  the  sixth  drive  we  adjour: 
for  a  late  lunch  in  front  of  a  blazing  fire  in  a  nearby  y» 
The  staff  produced  wild  mushrooms,  sausage  and  shri 
fried  in  garlic,  followed  by  a  cocido  madrileno,  the  Castil  1 
three-stage  stew  served  in  vuelcos  or  "overturnings"  of  I 
pot:  broth,  then  vegetables-beans-potatoes,  finally  m  t 
along  with  plenty  of  sturdy  red  wine.  The  sun  was  njr- 
below  the  rim  of  the  meseta,  Spain's  high  central  plate  , 
and  the  colors  were  a  lurid  mix  of  pinks  and  purples  as 
headed  south  for  Granada  and  the  Sierra  Nevada. 


WE  DROVE  THAT  EVENING  TO  El  LODGE,  I 
cated  within  the  cluster  of  the  worl 
finest  ski  resorts,  24  miles  from  Gran; 
overlooking  Spain's  highest  peak, 
11,407-foot  Mulhacen.  Dinner  was,  not  surprisingly 
own  partridges,  accompanied  by  a  bottle  of  freezing  ca 
Catalan  bubbly,  all  set  before  another  roaring  fi 
Somehow  we  managed  to  locate  our  bedroom,  dubt 
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^  jnciana  in  honor  of  the  deep  blue  Alpine  flower,  and 
3  ike  the  next  morning  to  discover  fresh  powder  on  the 

per  slopes  of  the  11,125-foot  Veleta  peak. 
J  'Miguel  Arias,  who  also  virtually  invented  Baqueira- 
ret,  the  premier  Pvrenees  resort,  knew  exactly  what  he 
doing  when  he  developed  El  Lodge.  Guests  ski  all 
into  the  hotel.  When  it's  warm  enough  they  lunch  on 
terrace  overlooking  the  Veleta.  There  are  hydro-mas- 
e  baths  indoors  and  outdoors,  Jacuzzis  and  saunas,  a 
rkish  hamam.... 
n  search  of  even  sim- 
pleasures,  Matt  and  I 
ided  to  drop  down  to 
beach  at  Motril,  about 
lour's  drive  south  from 
Lodge.   Simple  plea- 
turned  out  to  be  a 
on  the  warm  sand  and 
ikening  to   find   our- 
res  surrounded  by  as- 
:ed  naked  breasts  be- 
ting   to    women    to 
m  I  was  certain  I'd 
er  been  introduced, 
vlatt  and  I  had  promis- 


a  wild  boar  and  red  deer  or  stag  monteria.  Ana,  our  stun- 
ning hostess,  showed  us  through  the  fitness  center,  the  tur- 
ret-like corner  luxury  suites,  and  treated  us  to  lunch,  a 
civilized  affair  made  even  more  so  by  a  lovely  young  harpist 
from  Madrid's  Music  Conservatory  playing  a  Bach  pre- 
lude nearby. 

Two  days  later  we  were  in  the  Delta  del  Ebro  two  hours 
down  the  coast  from  Barcelona  to  "shoot  the  moon,"  as 
they  call  the  night  duck  shoots  permitted  on  the  five  full 

moons  between  October 
and  the  end  of  February. 
Mariano  Mas  de  Xaxas, 
renegade  Count-turned- 
hunter,  was  our  host  at  his 
well-equipped  quarters  at 
La  Platjola. 

The  Delta  del  Ebro  is 
Spain's  second  largest  wet- 
lands area.  Some  200,000 
~  ;    birds  of  over  300  species 

are  found  in  the  Delta  at 
one  time  or  another  dur- 
ing the  year,  and  the  ducks 


edmrselves  that  since  we 
we;  down  here,  we  would 
pkthe  Robert  Trent  Jones 
go  courses,  Valderrama 
anSotogrande,  so  we  drove 
we  through  Malaga,  spent 
Affright  in  Marbella  and 
go:o  it  the  next  day.  The 

lin;  were  impeccable,  seeming  even  greener  and 
k  sweeping  and  contoured  in  the  long  shadows 
of  e  winter  sunlight. 

■fter  a  night  in  Ronda,  we  hopped  the  high- 
spei  Ave  rail  connection  at  Sevilla,  and  were  in  the 
M:  rid  Ritz,  checked  into  a  fourth  floor  room  over- 
Do,  ng  the  Prado  Museum  some  three  hours  later. 
Lo ■?  a  base  camp  for  American  sportsmen,  the  Ritz 
carrrange  almost  any  kind  of  hunt  you  desire — say, 
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among  them  become  targets  when  the  moon  is  full. 

The  Delta  is  one  of  the  Iberian  peninsula's  great  natu- 
ral phenomena,  so  rich  in  fauna  and  flora  that  it  feels  good 
just  to  be  surrounded  by  it,  whether  you  hunt  or  not.  The 
different  kinds  offish  (fresh  and  saltwater),  oysters,  clams, 
eels,  mussels,  shrimp,  anchovies,  squid  are  in  staggering 
abundance.  The  Ebro  Delta,  the  alluvial  plain  at  the 
mouth  of  Spain's  principal  river,  has  more  than  doubled 
in  size  since  1492  as  a  result  of  de- 
forestation (and  consequent  ero- 
sion) caused  by  the  boat-building 
boom  that  came  with  the  discovery 
of  America. 

Two  to  three  thousand  gunners 
hunkered  down  in  the  rice  paddies. 
As  dusk  overtook  us  at  about  five 
in  the  afternoon,  hunters  could  be 
seen  walking,  pedaling,  cycling  and 
driving  to  spiderholes  and  duck 
blinds  all  over  the  Delta.  The  tinas, 
or  dugouts,  are  basically  fighting 
holes,  well  camouflaged  and  reinforced  with  concrete. 
Most  are  reached  by  boat  or  waders,  standard  equipment 
for  this  event.  Decoy  birds,  both  live  and  counterfeit,  are 
placed  in  the  flooded  paddies — the  live  ducks  anchored 
by  a  tethered  leg.  Assorted  grains  have  been  put  out  for 
the  weeks  between  the  moons  in  an  attempt  to  create  reg- 
ular clientele.  Bird  sanctuaries  occupy  three  corners  of  the 
Delta,  so  the  idea  is  to  get  the  ducks  to  fly  in  from  the 


At  dusk,  hunters 
walked,  pedaled, 
motorcycled  and 

drove  to  duck 

blinds  all  over  the 

Delta  del  Ebro. 


ocean  or  from  the  sanctuaries.  The  advantage  of  the  ni  it 
shoot  is  that  the  ducks  keep  coming  in,  whereas  during  1 
daytime  they  are  waved  off  by  the  ominous  movement  >f 
the  hunters  below  and  wisely  abort  out  over  e 
Mediterranean  or  into  the  sanctuaries. 

By  six  everyone  is  in  place,  and  by  nine  or  so,  if  the  I 
tivity  is  slow,  or  if  there  is  an  important/z//<W  mate!  n 
television,  an  estimated  three-quarters  of  the  hunters  11 
be  back  in  their  favorite  restaur  ts 
feasting  on  shrimp,  angulas  (biy 
eels),  deep-fried  sea  anemones,  ce 
dishes  and  copious  quantitie  )f 
wine.  After  dinner,  it's  back  01  0 
the  war  until  two  or  three,  wl  \ 
again,  decisions  are  made,  depe  I 
ing  on  the  action,  as  to  whefhe  >r 
not  to  stay  out  until  dawn. 

The  light  over  the  Delta,  as  ie 
sun  dropped  behind  the  Sif$ 
de  Beceite,  was  burning  bright  ':- 
ange,  so  little  air  moving  that  ie 
paddies  were  like  mirrors.  To  the  east  over  the  Medi  I 
ranean  the  full  moon  was  doubled  in  the  still  waters  oi  ie 
paddy,  while  to  the  southwest  the  sunset  was  everywb  e. 
Moon  hunters  hope  for  a  storm,  preferably  rain  and  w  i, 
to  get  the  ducks  moving. 

The  science  of  night  shooting  is  complex.  At  least  a 
different  kinds  of  moon  provide  varying  degrees  of1 1 
bilitv.  Local  hunters  are  masters  at  all  this  and,  unless  'U 
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Reward  Yourself. 

For  lease  or  purchase  information  and  nearest  dealer,  call  (800)  237-6557. 

©Rolls-Royce  Motor  Car,  Inc.,    1995.   The  name  "Rolls-Royce",   and  the  Flying   Lady  mascot,   the  hadge  and   radiator  grille  are  registered  trademarks 
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NEWPORT  BEACH,  CA 

Newport  Auto  Center 

PASADENA,  CA 

Rusnak/Pasadena 
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Fred  Smith's  LTD. 


SACRAMENTO,  CA 

Chuck  Swift  Sales  &  Leasing 
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Cornes  Motors 

SAN  FRANCISCO,  CA 

British  Motor  Cars  Distrib.,  Inc. 
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Monte  Shelton  Motor  Company 
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No  wonder  they're  smiling. 

You  see.  World  Business  Class5"  was  designed  to  give  business  travelers  more  room 
to  work,  sleep,  or  just  to  stretch  out.  With  a  choice  of  movies  on  their  own  Personal 
Video  System,  plus  innovative  menus  designed  by  real,  live,  world  renowned  chefs. 

But  most  important,  it  was  designed  so  that  you  arrive  more  rested,  and  ready  to  do 
business,  in  more  destinations  than  any  other  airline  in  the  world. 

Join  B.B.  King  and  Diane  Schuur  in  World  Business  Class.  Call  your  travel  agent  or 
Northwest  Airlines  at  I  •  8  0  0  •  4  4  7  •  4  7  4  7. 
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©1995  Northwest  Airlines  Inc.  „ 

Northwest  recycles  enough  paper  to  fill  41  747s  tJP 
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t  what  they  call  a  "muscular  sky"  filled  with  cottony 
)uds  to  reflect  light,  you  may  find  that  there  is  a  lot  of 
ooting  going  on  all  around  you  while  you  see  nothing 

Id  only  manage  to  hear  the  "fuuuuu"  of  ducks  overhead. 

lariano's  leather  bag  of  shotgun  shells  held  some  ioo  car- 
dges,  which  he  thought  would  be  enough.  He  was  right. 

J'e  each  had  about  two-dozen  shots  and  managed  a  half- 
zen  ducks  each,  a  slow  night  compared  to  the  record-set- 

lig  360-duck  season-opener  Mariano  and  ten  cronies 

irked  up  in  October. 


By  the  end  of  February  the  Spanish  hunting  sea- 
son ends,  but  Santa  Lucia  has  not  been  idle,  and 
the  days  are  getting  longer.  By  Saint  Joseph's 
Day  on  the  19th  of  March,  trout  season  is  under 
v.  The  snow  still  holds  nicely  in  the  upper  Pyrenees,  a 
od  time  to  locate  trout  before  snow  run-off  swells  and 
;colors  the  streams.  Some  vears  the  skiing  lasts  until 
ay,  but  usually  Easter  is  the  last  chance  to  combine  a 
rning  ski  with  a  midday  and  evening  session  on  the 
e  river  in  the  Cerdanya  Valley  about  two  hours  north 
■Barcelona. 
I  Fifteen  ski  areas  in 
■lince,  Andorra  and 
■  ain   are   writhin    a 
■If  hour  of  Lh'via,  a 
■anish   enclave   sur- 
■rnded  by  France  two 
lies    northeast    of 
■igcerda.  Jose  Pous  at 
I:  Hotel  Llivia  can 
■p  organize  anything 
■m  a  summer  horse- 
Ihk  fly  fishing  tour  of 
It:  ponds  and  lakes  of 
B  high  Pyrenees  on 
fch  sides  of  the  bor- 
I  p,  to  a  mountain  goat 
■ht  in  Andorra.  But 
I  lire  are  other  options. 
lie  Torre  del  Remei 
IBiearbv  Bolvir  is  the 
'■t  for  comfort  and 
Brmet  dining,  while 
d  Hotel  del  Golf  and 
tl  Cerdanva's  Reial  Club  de  Golf  are  up  and  running 
b  Easter.  Part  of  the  course  runs  alongside  the  Querol, 
■  ear  and  rocky  flow  that  descends  from  Puymorens 
ir:rance  to  the  Segre,  eventually  joining  the  Ebro  near 
Inda,  finally  ending  up  in  the  now  silent  rice  paddies 
o.he  Delta.  Without  counting  as  an  extra  club,  a  three- 
Ike,  split-cane  Orvis  Battenkill  rod  in  its  aluminum 
(fits  nicely  into  a  golf  bag.  One  of  the  Querol's  best 
s,  a  long  flat  where  trout  sip  midges  in  early  spring, 
be  covered  from  the  edge  of  the  meadow  just  up- 


Midsummer's  Eve  is  best 

spent  on  trout,  reo  (sea  trout) 

and  Atlantic  salmon. 


stream  from  the  dogleg  par  four  seventh. 

As  summer  ripens,  the  mayfly  hatches  evolve  from  greys 
to  olives  to  sulphurs  until  finally  sedges  appear  in  mid-June. 
In  the  east -to-west  running  Cerdanya  Valley,  the  light  lasts 
well  into  the  evening.  At  the  same  time,  sea  trout  are  be- 
ginning to  appear  in  the  rivers  of  northwestern  Spain,  and 
you  may  want  to  depart  the  Pyrenees  and  go  west. 

The  Narcea  river  in  Asturias  is  an  hour  from  Oviedo, 
reachable  by  plane  from  Barcelona  or  by  overnight  train 
from  Madrid's  old  Norte  station.  My  daughter  {Catherine, 
her  husband  Sam  Lardner  and  I  spent  Midsummer's  Eve  on 
the  Narcea  fly  fishing  for  trout,  reo  (sea  trout)  and  Atlantic 
salmon.  Despite  a  comprehensive  evening  of  wine  and  tapa 
grazing  in  Madrid,  we  managed  to  make  the  overnight  train, 
waking  up  as  we  pulled  into  Oviedo  the  next  morning.  After 
rounding  up  licenses  and  passes  for  the  reserved  beats  at  the 
local  conservation  headquarters,  we  reached  Cornellana  in 
time  to  take  rooms  at  the  Hostal  La  Fuente,  the  salmon 
fisher's  hangout  on  the  river.  This  wonderful  spot  expects  to 
be  preparing  dinner  for  anglers  anytime  between  ten  and 
midnight,  depending  on  the  date.  Locals  turn  out  by  the 
dozen  for  reo — tough  fish  that  can  sometimes  weigh  five 
or  six  pounds — no  sooner  than  nine  at  night  this  time  of 
year,  as  the  best  fishing  occurs  in  near-total  darkness. 
After  an  initial  blank  half  day,  Katherine  caused 

a  sensation  by  hook- 
ing and  landing  our 
first  reo  on  a  long,  flat 
glide  below  Corn- 
ellana. Sam  took  an- 
other one  soon  after- 
wards. I  had  been 
lost  in  a  swamp  after 
breaking  off  a  strike 
and  falling  in,  so  it 
was  a  happy  surprise 
to  turn  up  at  the 
.   •  §T     1  >$Ci3\^t  hotel  and  find  din- 

ner  gleaming  in  the 
kitchen.  We  feasted: 
crimson-fleshed  sea 
trout  and  fabada 
asturiana,  Asturian 
bean  stew  with  saus- 
age, followed  by  the 
notoriously  powerful  cabrales  cheese. 

Our  last  try  fell  on  Midsummer's  Eve,  the  longest  day 
of  the  year,  the  fly  fisher's  nirvana.  We  prepared  for  an  all- 
out  assault  on  Las  Llongas,  one  of  the  best  two  or  three 
beats  in  northern  Spain.  The  day  was  perfect,  clear  blue, 
a  high-barometer  sky  overhead  and  the  lush  greens  of 
Asturias  all  around  us.  Out  at  first  light,  by  full  sunup  we 
had  fished  through  the  principal  water,  a  long,  flat  stretch 
with  a  plunge  pool  at  the  head,  and  were  in  a  state  of  shock 
at  having  raised  no  salmon.  Santiago,  the  warden  at  Las 
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Llongas,  came  by  and  advised  us  on  flies  and  tactics.  Low 
water,  small  flies,  no  dry  flies — standard  European 
advice.  Up  at  the  head  of  the  beat  I  finally  rose  a  salmon, 
a  good  fish  who  plucked  at  my  fly  in  slow  water.  But  I 
elected  not  to  strike,  and  he  declined  to  turn  and  hook 
himself.  A  few  minutes  later, 
another  salmon  took  in  the 
riffle  at  the  top  of  the  pool  and 
wasted  no  time  weaving  my  line 
into  the  remains  of  an  old  dam. 
A  routine  smash. 

Downstream,  Sam  and  Kath- 
erine  found  themselves  in  a 
midday  rise,  trout  leaving  the 
stream  bed — every  spot  and 
speckle  visible  in  the  pellucid 

water  and  bright  sunlight — to  intercept  mayflies  hatch- 
ing out  on  the  surface. 

Once  again,  dusk  saved  us.  Rise  forms  rocked  the  far 
edge  of  the  current,  sea  trout  misbehaving.  Sam  hooked  a 
two-pound  reo  that  bounced  whitely  in  the  dark  on  each 
of  its  jumps,  and  Katherine  took  a  sea  trout  and  a  trout.  I 
finally  brought  a  reo  to  a  skittering  sulphur  mayfly,  and  an- 
other two  browns  on  dead  drifts  through  the  thread  of  the 
current,  more  or  less  completing,  or  at  least  hooking  up 


The  two-pound  reo 

was  in  fine  condition, 

fat  as  a  football, 

bright  silver,  just  in 

from  the  sea. 


with,  the  Narcea  slam:  trout-ra>- Atlantic  salmon  on  o 
rig,  an  Orvis  8'  3"  all-rounder.  Sam's  fish  was  in  fine  co 
dition,  fat  as  a  football,  bright  silver,  just  in  from  the  sez 
It  was  nearly  eleven  by  the  time  we  emerged  fro 
the  river,  happy  and  hungry,  and  started  back  to  t 
inn.  Fireflies  were  making  ti 
natural  contributions  to  the  tr 
ditional  fireworks  and  bo 
fires — the  Saint  John's  fires,  t 
pagan  ritual  meant  to  extend  t 
light  through  this  shortest 
nights  until  dawn.  We  feast- 
on  trout  and  sea  trout,  comps 
ing  the  more  delicate  fragran 
and  taste  of  the  freshwater  rei 
dents  to  the  slightly  heavier  rt 
We  seemed  to  inhale  several  bottles  of  icy  Monopo 
a  dry  white  Rioja  with  a  twangy  Atlantic  freshne: 
perfect  for  both  trout  and  reo.  Midsummer's  Eve,  a 
thought,  what  could  possibly  be  better?  If  only  it  wasi1 
such  a  long  wait  until  the  December  partridges  flew  in 
Viso  del  Marques.  • 

Writer  George  Semler  rarely  finds  need  to  visit  the  pot 
try  or  seafood  departments  at  his  local  grocery  store. 
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The  Madrid  Ritz  can  organize 
everything  from  golf  to  salmon 
fishing,  from  a  partridge  drive  to 
a  bow  hunt  for  mountain  goat. 
Everything  is  first  class,  includ- 
ing the  prices,  from  the  $450-a- 
night  room  rate  to  the 
$2,000-a-day  shooting  fees.  Call: 
34-1-521-2857;  fax:  34-1-532-8776. 

In  Ciudad  Real,  partridge  drive 
outfitter  Arturo  Hidalgo,  at 
Perdicaza,  will  take  care  of  every- 
thing for  a  flat  rate,  including 
Madrid  airport  pick-up,  licenses, 
lodging  and  meals.  These  outings 
run  around  $2,000  a  day  per 
shooter  (34-26-33-68-50;  fax:  34- 
26-33-71-06). 

Espacaza  is  another  well- 
known  hunting  outfitter  in 
Madrid.  Owners  Javier  Lopez  de 
Ceballos  and  Diego  Satrustegui 
run  every  kind  of  shoot  on  the 
Iberian  Peninsula  (34-1-575- 
7622/7629;  fax:  34-1-575-3887). 


Skiing  in  the  Sierra  Nevada 
(Granada)  is  best  approached 
from  El  Lodge  (34-58-48-0600;  fax: 
34-58-48-0506). 

Golf  at  Sotogrande  (34-56-79- 
50-50;  fax:  34-56-79-50-29)  or 
Valderrama  (34-56-79-57-75;  fax: 
34-56-79-60-28)  while  staying  at 
the  Hotel  Sotogrande  (34-56-79- 
50-14;  fax:  34-56-79-51-00). 

Ebro  Delta  duck  shoots  can  be 
arranged  either  by  Javier  Bau 
(34-3-203-5742;  fax:  34-3-422- 
6014),  who  owns  most  of  the  north 
side  of  the  river,  or  through 
Mariano  Mas  de  Xaxas  (34-3-203- 
6992;  fax:  34-3-334-0572). 

Spring  skiing,  trout  fishing 
and  golf  in  the  Pyrenees  can  be 
arranged  through  the  Hotel  Llivia 
(34-72-89-60-00;  fax:  34-72-14-60- 
00).  Owner  Jose  Pous  and  sons 
Josep  and  Jordi  can  orchestrate 
anything  from  wild  mushroom 
hunts  to  chamois  stalks  to  eques- 


trian tours  of  the  high  Pyrenean 
lakes  and  streams  in  summer.  Fo 
the  Pryenees'  absolutely  top 
gourmet  and  luxury  lodging  spot, 
however,  try  the  Torre  del  Remei 
(34-72-14-01-82;  fax:  34-72-14-04 
49)  just  west  of  Puigcerda  at 
Bolvir.  The  Chalet  del  Golf  is  an- 
other fine  option  out  on  the  floor 
of  the  Cerdanya  Valley  sur- 
rounded by  the  snow-capped 
heights  (34-72-88-13-38;  fax:  34- 
72-88-09-66). 

For  reserved  beats  on  salmon 
and  trout  rivers  in  Asturias,  con- 
tact the  Direccion  Regional  de 
Recursos  Naturales,  Servicio  de 
Pesca  Fluvial  (34-8-510-55-00; 
fax:  34-8-510-55-38).  In  Asturias 
stay  either  at  the  Hostal  la 
Fuente  (34-8-583-4042)  in 
Cornellana,  or  in  Pravia  at  the 
lovely  restored  Asturian  manor 
house  Casa  del  Busto  (34-8-582- 
2771;  fax:  34-8-582-2772). 
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I  Some  Latin  American  investment 

I     opportunities  translate  better  than  others. 

Introducing  LTX- Options  on  trie  Latin  15  Index. 

The  more  you  understand  about  the  advantages  of  having  quick,  cost-effective  access 

to  a  rapidly  emerging  market  like  Latin  America,  the  more  you'll  appreciate  LTX. 

Because  now,  with  one  index  option  transaction,  you  can  translate  an 

opinion  on  the  Latin  American  market  into  a  position. 

The  Latin  1 5  Index  is  based  on  a  diverse  selection  of  N YSE-traded  ADR's,  ADS's 

and  closed-end  country  funds  from  Argentina, Chile, Brazil,  Mexico. 

And  as  part  of  the  CBOE  s  far-reaching  index  option  complex,  LTX  trades  on  a  floor 

that  currently  accounts  for  95%  of  all  index  option  contracts  traded  in  the  U.S. 

So  if  you'd  like  to  become  more  fluent  in  Latin  American  investing, 
call  1'800'OPTIONS  today  for  more  information. 

^^^^  TTl©  Chicagoeoard 

■    m  Options 
^^^         Exchange 

Expanding  the  world's  investment  options 

Options  involve  risk  and  are  not  suitable  for  everyone.  Prior  to  buying  or  selling  options,  an  investor  must  receive  a  copy  of 

Characteristics  and  Risks  of  Standardized  Options  from  their  broker  or  the  Chicago  Board  Options  Exchange,  400  S.  LaSalle, Chicago,  IL  60605. 

Latin  1  5  Index    is  a  trademark  of  The  Chicago  Board  Options  Exchange,  Inc. 


^L^L^L^L^^L^^L^L^l^l^L^L^L^L^L^L^L^L^L^L^^L^L^^L^L^L^b^b 


jy 


By  Christopher  Hansen  * 
Illustrations  By  Joseph  Sali> 


Shooting 


In  the  highway  speed  wa> 

are  laser  detectors  \ 


BJRIN'G  MUCH  OF  THE  YEAR,  PARTICULARLY  DURING 

le  summer  months,  moneyed  Manhattanites  flee  their 

■nibled  island  for  carefree  weekends  amid  the  salty 

■Itches  of  eastern  Long  Island.  Ninety  minutes  east  of 

t;  East  River  crossings,  drivers  in  their  Range  Rovers, 

PvTVVs  and  Mercedes-Benzes  enter  a  14-mile-wide, 

fcipty  patch  of  land  known  as  the  Pine  Barrens.  It  is  the 

Ifend's  aquifer,  a  buffer  zone  between  the  Hamptons  and 

t:  problems  left  far  behind.  Running  east/west  through 

p  Barrens  is  State  Route  27,  known  as  the  Sunrise 

Highway,  a  smooth,  wide-open,  four-lane  track.  As  many 

■ow  all  too  well,  the  Barrens  is  also  the  lair  of  one 

jDooper  Leopold  Gasparik  Jr.,  "Speed  Enforcement 

pcialist"  with  the  New  York  State  Police. 

)n  a  recent  Friday  afternoon,  Gasparik  sat  in  his  1994 

Police  Chevy  Camaro  along  the  Sunrise  Highway. 

Ith  the  tall  grass  waving  in  the  wind  around  him,  he 

bed  through  the  scope  of  his  laser  gun,  one  finger 

Jsed  on  the  trigger.  As  an  enormous  Mercedes  sedan 

4qamed  down  the  hill,  he  squeezed  the  trigger  and 

fffxhed  as  the  front  end  of  the  Benz  lurched  downward, 

it!  driver  in  an  obvious  panic  to  heed  the  squealing  of  his 

.'0  board  Smoky  detector.  But,  too  late.  Game  over. 

vaste  of  cash 
I  J 


For  roughly  the  past  30  years,  a  technological  tug-of-war 
has  raged  between  those  who  snub  the  speed  limit  and  the 
cops  who  fight  to  slow  them  down.  First  came  the  radar 
gun.  Then  the  radar  detector.  When  law  enforcement  radio 
frequencies  multiplied,  detectors  became  even  more  so- 
phisticated, so  that  today  there  are  five  manufacturers  sell- 
ing a  variety  of  them  ranging  in  price  from  $79  to  $400 
(radar/laser  detectors  generally  come  bundled  together). 
The  cat-and-mouse  game  has  remained  a  standoff  until  rel- 
atively recently.  But  with  the  introduction  five  years  ago  of 
highly  accurate  laser  guns,  and  their  increasing  use  nation- 
wide, the  cat  now  clearly  has  the  advantage. 

"The  truth  is  the  truth,"  says  Trooper  Gasparik,  who  has 
been  seeking  it  from  along  the  Sunrise  Highway  median 
strip  since  1982.  His  preferred  method  of  divination  is  called 
the  "LTI  Marksman  20-20,"  a  device  that  employs  a  laser 
beam  rather  than  the  more  common  microwave  beam  used 
in  radar  guns. 

And  it's  a  mean  little  sucker.  The  unit  is  roughly  the  size 
of  a  mini-cam.  Affixed  to  its  top  is  a  scope,  and  on  the  bot- 
tom is  a  trigger  handle.  (A  stock  allows  the  officer  to  steady 
the  device  against  his  shoulder.) 

On  the  front  of  the  gun  are  a  pair  of  three-inch  lens- 
es. One  shoots  out  a  burst  of  infrared  light  pulses,  the 
other  catches  the  pulses  as  they  instantly  rebound.  On 
the  back  of  the  unit  are  two  digital  displays,  one  telling 
the  trooper  how  fast  his  target  is  traveling,  the  other  in- 


dicating  the  exact  distance  to  the  target. 

The  problem  for  the  motorist  pushing  it  to  the 
firewall  is  that  the  laser  action  happens  so  fast  that 
there  is  no  time  to  react. 

By  contrast,  the  older  style  X-band,  K-band  and  Ka- 
band  radars  (all  still  widely  used)  at  least  give  drivers  a 
fighting  chance  because  they  broadcast  a  wide  beam  that 
is  less  accurate  than  laser.  "The  average  beam  width  of  a 
radar  gun  at  1,000  feet  is  250  feet  across,"  says  Craig 
Peterson,  an  independent  authority  on  speed  measurement 
technology.  "Unless  there  is  only  one  vehicle  on  the  road,  a 
radar  operator  cannot  be  sure  which  vehicle  coming  at  him 
is  giving  off  the  signal.  In  most  cases  the  signal  will  come 
from  the  largest  object  in  the    ■mmmmmmmmmmh 


In  1991,  Gasparik  was  given  New  York  State's  first  la 
gun,  and  since  then  he  has  written  about  6,000  speedi 
tickets  with  it.  Individual  records  are  not  kept,  but 
my  calculations  he's  brought  in  roughly  one  milli 
dollars  during  that  period.  Every  month  in  Sout 
ampton  traffic  court,  an  entire  day  is  reserved  ji 
for  Gasparik's  cases — his  personal  best  is  159  in  0 
month.  "I  have  a  100%  conviction  rate  with  the  laser," 
says.  No  brag,  just  the  facts,  ma'am. 

After  lunch,  Gasparik  took  me  out  to  a  state  troopc 
equivalent  of  a  favorite  fishing  hole.  It  lies  just  east  of  E 
62  on  Route  27,  where  traffic  from  I-495,  tne  Long  Isla 


field,  not  the  fastest."  For  in- 
stance, if  a  truck  and  a 
Corvette  are  traveling  closely 
together,  the  truck  at  50 
mph  and  the  'Vette  at  70 
mph,  only  the  truck's  speed 
is  likely  to  register.  As  the 
Corvette  gets  closer  and 
becomes  the  largest  object 
in  the  field,  however,  its 
image  overpowers  the 
truck's.  What's  more,  con- 
ventional radar  sends  out  a 
wider  signal  than  laser  and 
for  a  greater  length  of  time, 
giving  drivers  a  chance  to  get 
off  the  gas,  even  those  who  I 
aren't  in  the  specific  target  area. 

A  laser  beam,  however,  is  only  three  feet  wide — at 
1,000  feet.  "It  can  surgically  pick  out  a  car  a  quarter 
of  a  mile  away  and  register  its  speed  in  under  a 
second,"  says  Peterson. 

That's  one-third  of  a  second,  to  be  exact,  a  lightning  zap 
so  fast  that  detector  manufacturers  often  hone  their  lan- 
guage,   calling    their    devices    not    laser    "detectors," 


Expressway,  spills  on  to  the  Sunrise.  Gently  curved  a ! 
At  1,000 feet  the  radar  beam  is  250  feet  wide. . . 
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. . .  while  the  laser  beam  is  only 
feet  wide  at  the  same  distance, 


■§■■■■■■■ 


downhill,  the  entry  ramp  gives  one  the  sensation  of  cl 
scending  into  the  first  drop  of  a  roller  coaster.  It  is  a  gr».a 
stretch  of  road  on  which  to  slam  down  the  hammer. 

While  we  watched  drivers  do  just  that,  I  asked  Troo] '  1 
Gasparik  whether  radar  detectors  gave  people  a  false  sei.4 
of  security.  "Ever  see  that  'Star  Trek  where  the  Klingo}! 


had  that  cloaking  device?"  he  said.  (Actually  it  was  I 
Romulans  who  had  the  cloaking  device;  the  Klingons  b   ■ 
but     laser     "indicators."     Concedes     Pete     Kaufman,      bad  teeth.)  "Well,  I  think  the  driver  with  a  detector  b 
spokesman  for  Valentine  Research,  one  of  the  larger  man-      lieves  he's  got  the  cloaking  device.  He  thinks:  no  proble^ 
ufacturers    in   the   detector   market,    "If   you   get   hit 


by  a  laser,  you're  pretty  much  cooked." 


It  was  early  in  the  afternoon  when  I  met  up 
with  Trooper  Gasparik  at  Belle's  Cafe  in  Westhampton. 
The  waitress  interrupted  our  iced  tea,  to  offer  him  a  little 
taunt.  "They  haven't  gotten  me  yet,"  she  boasted. 

"It's  just  a  matter  of  time,"  the  trooper  said. 

For  someone  who  makes  dozens  of  enemies  a  day,  Lee 
Gasparik  isn't  a  bad  guy.  He  is  friendly  and  outgoing,  but 
he  puts  on  a  great  game  face  for  the  highway,  and 
people  don't  often  mess  with  him.  (He  spent  two  years 
as  a  Marine  in  Vietnam  in  the  mid-'6os,  and  in  1980, 
at  the  age  of  36,  won  a  silver  medal  in  power  lifting  at 
the  International  Police  Olympics.  These  days,  at  51, 
he  says  he's  even  stronger.) 


I've  got  every  kind  of  warning  light  here,  the  cops  can't : 
me.  So  he's  doing  90  when  his  detector  goes  off,  a 
at  90  miles  per  hour  your  license  is  automatically  si 
pended.  He's  outta  the  game." 

So  if  there  is  no  protection,  is  the  only  recourse  to  :u 
the  very  thought  boggles  the  mind — actually  drive  t  ;, 
speed  limit?  Well,  there  is  a  little  good  news. 

Although  nearly  every  state  now  uses  some  laser — N 
York  State  just  got  20  new  guns — Craig  Peterson  says  tl 
many  communities  are  reluctant  to  make  the  $4,000  i 
vestment  each  gun  costs,  and  it  is  still  possible  to  dr 
from  coast  to  coast  and  never  encounter  one.  (It  is  gen> 
ally  agreed,  by  the  way,  that  laser  hell  is  the  Great  St; 
of  Ohio.  They  have  400  of  them,  one  for  nearly  evi 
highway  patrol  car.  Consider  yourself  warned.) 

Peterson  also  insists  that  laser  detectors  themselves ; 

ire 
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wMa  y6u  believe 

this  shirt  just  got  off 

the  red-eye? 


"\bu  could  go  straight  from  the 
»lane  to  a  power  breakfast  in 
Wouldn't  you? 

■Veil,  this  is  the  silky-soft  new 
Pipoint  Oxford  that  Lands'  End 
ted  for  men  who  travel  a  lot. 
bu  can  stuff  it  in  your  bag  or 
yon  while  you  rack  up  fre- 
qint  flier  miles.  Or  wear  it  hour 
afcr  hour  on  business  calls. 
Iknd  either  way,  you'll  show  jet 
lajoefore  it  will. 

Have  easy- care  shirt, 
will  travel 


en 
'< 

C3- 


e  fact  is,  we  designed  our 
|  Pinpoint  with  a  good  bit  more 
Wilde  resistance  than  our  old 
eaJ'-care  shirts  had. 

ecause  our  customers  asked 
fott.  (We  know  which  side  our 
caUog  is  buttered  on,  so  to 
sp».k!) 

he  result  is,  you  can  wash  and 
dr'his  shirt,  then  wear  it -with 


little  or  no  ironing.  And  it'll  keep  its 
fresh,  crisp  appearance. 

Still,  no  one  would  ever  confuse 
our  little  treasure  here  with  an 
ordinary  easy-care  shirt.  Ours  has 
a  soft,  cottony  look  and  feel. 

Which  stands  to  reason,  since 
our  blend  has  more  cotton  than 
easy-cares  usually  do:  it's  60%  cot- 
ton, 40%  poly. 

And  oh,  what  our  shirtmakers 
do  with  it! 

They  take  this  fabric  -  loomed 
from  a  fine  40s  single  yarn  - 
and  sew  it  full  of  delicious,  Old 
World  details. 

There's  an  English-style  split 
back  yoke,  for  example:  so  it  sits 
easily  on  your  shoulders.  A  full 
box  pleat  in  back,  for  roominess. 
Neat  single-needle  stitching.  Even 
a  locker  loop. 

Do  you  find  detailing  like  this  in 
most  shirts  nowadays?  No  way: 


certainly  not  those  "wrinkle 
free"  shirts  you  see  most  places. 

Nice  wrinkle:  the  price 

If  quality  is  practically  a  religion 
at  Lands'  End,  so  is  fair  pricing. 

Which  this  "travelin'  man's 
Pinpoint"  illustrates  perfectly:  it 
starts  at  only  $27.50. 

You'll  find  lots  to  go  with  it  in 
our  catalogs  -  ties,  sport  jackets, 
outerwear.  And  you  can  phone 
your  order  any  time. 

Usually,  you'll  get  your  ship- 
ment within  a  few  business  days, 
almost  anywhere.  (For  a  mono- 
gram, figure  a  day  or  two  more.) 

And  everything  will  arrive  - 
"Guaranteed.  Period.  " 

Why  not  give  us  a  call,  after 
you  unwind  a  little  ? 


199.5  lands' End.  In. 


r 


_Gtta 


rant? 


For  our  free  catalog 
call  anytime 

1-800-356-4444 

Please  mention  ad  XY 


Name 

Address 


Apt.. 


Zip 


City 

State 

Phone  — _ (firrlf  •mi:> 

Mail  to:  1  Lands' End  Lane.Dodgeville.Wl  53595 
E-Mail:  catalogs-xy  91andsend.com 


not  completely  useless.  Sure,  if  you're  flying  down  the  road 
at  80  mph  with  no  other  traffic  around  you  and  your  laser 
"indicator"  goes  off,  you're  dog  meat.  But,  he  adds,  if 
you're  in  traffic  following  behind  someone  else,  chances 
are  your  detector  will  catch  faint  residual  light  from  the 
beam  as  it  hits  the  car  in  front  of  you,  giving  you  warning 
that  somebody's  watching. 

Finally,  there  is  this  ray  of  hope:  a  laser  beam  needs  to 
bounce  off  a  reflective  surface  perpendicular  to  its  path — 
a  license  plate,  bumper  or  side  mirrors — in  order  for  it  to 
return  the  data  directly  back  to  the  source.  When  Peterson 
tested  a  dark-colored  Ford  Probe  with  retracted  headlights 
and  no  front  license  plate,  he  found  that  the  laser  could 
not  get  a  fix  on  the  car  at  1,200  feet,  the  maximum  range 
at  which  vehicles  are  typically  snagged.  The  Probe,  in  fact, 
slipped  through  to  within  700  feet,  meaning  that  a  driver 
would  hear  the  detector's  warning  beep  as  the  laser  beam 
searched  for  a  flat  surface  to  complete  its  zap.  He'd  have 
a  chance  to  slow  down  without  being  caught.  "Some  cars 
work  the  same  way  a  Stealth 
bomber  does,"  explains  Blair 
Zykan,  a  spokesman  for  Laser 
Technologies  Inc.,  the  Marks- 
man's manufacturer.  "A  wedge- 
shaped  vehicle  with  it's  head- 
lights down  makes  a  less 
reflective  target."  But,  he  adds, 
"There's  no  such  thing  as  a  ve- 
hicle that  won't  register  at  all." 

I  found  the  same  to  be  true 
out  on  the  Sunrise  Highway, 
when  Gasparik  let  me  take 
a  turn  firing  the  laser.  I  could 
not  get  a  fix  on  several  dark 
sports  cars — dark  colors  are 
less  reflective — on  my  first  cou- 
ple of  shots.  The  lesson  seemed 
to  be  that  if  it  comes  down  to 
buying  a  black,  smoothly  con- 
toured Miata,  or  a  big,  white, 
boxy  BMW,  you're  better  off 
with  the  Miata. 

But  even  that  may  not  save 
you.  Gasparik  asserts  that  most 
people  view  only  about  800  feet 
of  the  road  ahead.  And  since 
the  laser  can  snag  its  victim  at 
over  half  a  mile  away,  he  often 
doesn't  even  bother  hiding,  pre- 
ferring instead  to  park  on  the 
median  in  plain  sight.  "Most 
people  are  focusing  just  over  the 
hood  of  their  vehicles,"  he  said. 
(Cars  were  indeed  slowing 
down  when  they  spotted  us  at 
about  800  feet.)  "But  we've  long 
since  got  their  speed." 


I  handed  the  laser  gun  back  to  Gasparik  just  about  1 
time  the  aforementioned  Mercedes  came  bounding  o 
the  hill.  The  trooper  pulled  the  trigger,  and  the  Marksn 
instantly  displayed  the  readings.  Speed:  jj.  Distance:  i,{ 
Gasparik  popped  on  the  Camaro's  gumball  machines,  a 
the  wheels  spun  up  gravel  beneath  the  big  V-8.  Soon  ca 
those  words  that  all  of  us  have  heard  at  one  time 
another.  "License  and  registration,  sir."  In  front  of  1 
driver  on  the  Mercedes'  dash  sat  a  Bel  6ioi  Superw 
Radar/Laser  detector,  a  top-of-the-line  unit. 

"How  did  you  get  me?"  the  exasperated  dri 
asked  Gasparik. 

"Laser,"  the  trooper  said. 

"But  how  could  you  do  that?  I  have  this,"  whined 
New  Yorker  as  he  pointed  to  his  detector.  In  his  ot 
hand  he  held  a  ticket  for  $150.  • 


Christopher  Hansen  is  a  writer  and  TV prodi 
living  in  New  York  City. 


COUNTER  FOILS 


If  it  seems  the  laser  war 
is  lost,  take  heart. 
There  are  a  few  compa- 
nies claiming  to  be  the 
cavalry  to  the  rescue. 
They're  now  marketing 
devices  they  say  give 
you  a  (legal)  chance  at 
beating  the  gun. 


THE  PHAZER  LASER- 
RADAR  JAMMER 

receives  the  incoming 
laser  signal  and  mixes 
it  with  an  FM  "chirp," 
thus  confusing  the 
laser  gun's  computer. 
So  says  Lifestyle 
Fascination,  marketers 
of  the  device.  They  add 
that  the  Phazer  has  a 
two-  to  three-mile  for- 
ward sweep  range  that 


protects  your  vehicle 
from  accurate  readings. 
(The  device  detects 
other  types  of  police 
radars  as  well.)  Within 
the  100-foot  range, 
however,  you're  on 
your  own. 
"You  can  drive  any- 
where in  any  po- 
lice jurisdiction, 
with  total  confi- 
dence," boasts 
the  manufac- 
turer. But  at 
least  they  back 
up  their  hype: 
they'll  refund 
any  speeding 
tickets  for  the 
first  year  you  own  the 
product.  (Lifestyle 
Fascination,  $250,  800* 
669-0987.) 

T3  ALPHA, 

(T3  Technologies  Inc.) 
is  a  device  that  fits  over 
your  license  plate. 
Since  police  are  trained 
to  aim  for  your  front 
plate  because  of  its 
perpendicular,  highly 


reflective  surface,  this 
product  reduces  their 
effective  range.  (Even  ii 
it  doesn't  prevent  them 
from  recording  your 
speed.)  When  combined 
with  a  laser  detector, 
the  T3  Alpha  may  allow 
enough  time  to  get 
off  the  gas.  (Premier 
Motoring  Accesories, 
$40,  800-552-8242.) 

THE  LASER  DEFUSERJ 

from  K-40  Electronics, 
is  also  a  license  plate- 
mounted  jamming 
device  but  is  slightly 
more  active.  This  unit 
beams  back  infrared 
noise  at  the  cops,  pre- 
venting them  from 
getting  a  reading  off 
your  front  plate.  The 
manufacturer  will  pay 
you  double  the  amount 
of  any  laser-generated 
ticket  that  you  get 
while  the  Laser  Defuse! 
is  in  operation. 
(Jammers  Inc.,  $157, 
800-451-4477.) 

— Justin  Oppmani> 
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The  mechanical 

^FliegerchronograprT 

from  IWC. 

A  classic  in  its  own 

right 


$5, 500. -stainless  steel  with  bracelet 
$4,500. -stainless  steel  with  leather  strap 
$5, 995. -ceramic  with  leather  strap 

Some  things  never  change.  Like  the  way 
a  young  generation  needs  to  emerge  from 
behind  the  shadow  of  its  forebearers  and 
establish  its  place  in  the  history  books  on 
the  strength  of  its  own  qualities.  And  the 
new  mechanical  "Fliegerchronograph"  from 
IWC  -  water-resistant  to  60  m  -  deserves  to 
have  a  chapter  to  itself.  Its  fundamental 
qualities  are  an  unmistakable  indication  of 
its  pedigree,  so  there  is  no  need  to  consider 
them  in  further  detail  here.  It  would  be 
remiss  of  us,  however,  not  to  mention  that  its 
precision  comes  from  the  high-quality  7902 
calibre  chronograph  movement  (power 
reserve  44  hours),  which  shows  the  time  in 
hours,  minutes  and  seconds.  The  stopwatch 
is  accurate  to  i/8  th  of  a  second  and  measures 
periods  of  time  up  to  12  hours. 
But  the  feature  that  makes  this  latest  addi- 
tion to  the  family  so  unusual  -  yet  at  the 
same  time  so  typical  -  is  the  fact  that  it  is 
the  first  and  only  "Fliegerchronograph" 
available  in  a  high-tech  ceramic  (zirconium 
oxide)  -  a  phenomenally  tough  material 
that  has  made  a  name  for  itself  in  space 
travel. 


IWC 

For  complete  catalog  please  call  (800)  432-9330 
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Learning  to  go  it  alone  in  a  one-man  shell 


By  Craig  Nova 


My  boat  was  made  in  Vermont  by  Graeme 
King,  one  of  the  world's  premier  builders 
of  wooden  racing  shells.  It  is  27  feet  long 
and  has  a  skin  of  tropical  hardwood  laid  over  a  delicate 
frame  of  sitka  spruce.  Because  the  boat  weighs  only 
about  30  pounds,  and 
because  its  7i6th- 
inch-thick  hull  shim- 
mers with  many  coats 
lof  varnish,  being  out 
Ion  the  water  in  it 
Ifeels  a  bit  like  row- 
ling  a  violin. 

The    moment    I 
>ut  the  boat  in  the 
river  for  the   first 
time,  it  seemed  that 
It   had    a    kind    of 
mimation,  as  though 
the    touch    of    the 
rater  brought  it  to 
ife.    Every  joint   is 
lade  with  a  seam  as 
jrecise  as  the  hori- 
zon  on   the   ocean 
/hen  the  day  is  still.  The  heads  of  the  Phillips  screws 
In  the  seat  are  all  turned  so  that  the  crosses  in  them 
Neatly  line  up,  just  as  they  do  on  a  good  shotgun.  The 
[lull  is  built  from  wood  sliced  consecutively  from  a  sin- 
rle  log,  and  the  grain  is  matched  so  that  it  gives  the  im- 
pression on  the  water  of  a  mirror  image  of  itself. 
There  are  two  kinds  of  scullers,  those  who  are  going 
>  flip  into  the  water  and  those  who  already  have.  This 
mominious  capsizing  seldom  happened  with  my  pre- 
pous  craft,  a  recreational  single — broader-beamed  and 
jiggish — that  was  more  forgiving  of  my  errors.  When 
[took  possession  of  King's  racing  single,  however,  I  had 


'The  sensation  of  rowing  a  single  sugg 


to  learn  to  row  all  over  again  in  a  boat  that  was  far  more 
exacting  in  its  demands. 

This  is  what  I  learned  about  wearing  one  of  Graeme 
King's  boats:  you  put  the  oars  into  the  oar  locks,  and 
now  it  is  time  to  get  in.  This  may  not  sound  difficult, 

but  it  is.  If  you  step 
in  the  wrong  place, 
your  foot  will  go 
through  the  hull  and 
into  the  water.  So 
you  step  on  the  one 
spot,  marked  with  a 
white  diamond  in  a 
King,  where  it  is 
safe  to  do  so.  This 
white  diamond  is 
made  of  maple,  and 
it  is  inlaid  in  the 
wooden  deck.  Un- 
derneath, inside  the 
hull,  this  diamond  is 
supported  by  struts 
like  those  used  on 
the  wing  of  a  model 
airplane. 
The  seat  rests  on  wheels  that  run  on  tracks.  Once 
you  sit  down  on  the  sliding  seat,  you  put  your  feet  into 
a  pair  of  specially  designed  shoes,  which  are  attached  to 
the  boat.  (In  a  King  boat,  these  shoes  are  custom  made, 
since  Graeme  King  never  liked  the  commercial  variety.) 
For  a  beginner,  it  is  a  good  idea  to  tie  these  shoes  very 
loosely,  or  not  at  all. 

Now,  push  yourself  away  from  the  dock.  As  you  drift 
further  from  terra  firma,  the  dock  will  begin  to  look  like 
paradise  on  earth,  and  the  water,  which  before  was  such 
a  welcoming  blue  sheet,  will  suddenly  reveal  itself  as 
something  not  quite  so  pleasant  as  you  had  supposed. 


'sts  somi 


whiff  of  the  erotic. 
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The  only  thing  to  do  is  to  keep  your 
hands  together  and  let  the  blades  of 
the  oars  rest  on  the  surface  of  the 
water.  This  is  a  safe  position,  and 
when  learning,  it  is  a  good  idea  to 
spend  some  time  here,  just  sitting, 
getting  comfortable. 

Begin  the  stroke,  but  carefully.  A 
racing  shell  is  treacherous  because 
of  its  instability,  and  it  is  never  more 
so  than  when  the  sculler  makes  a 
half-hearted  or  a  partial  movement. 

The  perfect  stroke  runs  some- 
thing like  this:  the  sculler  rolls  up 
the  slide,  thighs  rising  to  his  chest, 
arms  extended,  the  handle  of  his 
oars  high  enough  so  that  the  blades 
are  just  off  the  water,  and  parallel  to 
it  to  cut  wind  resistance.  Before  the 
blades  are  dropped  into  the  water — 
rowers  call  this  the  "catch" — the 
sculler  rolls  his  wrists  slightly  to 
bring  the  blades  perpendicular  to 
the  surface.  With  blades  only  just 
submerged,  he  begins  to  pull,  driv- 
ing hard  with  his  legs,  where  most 
of  the  power  of  the  stroke  comes. 
Nearing  the  end  of  the  leg  drive,  the 
back  comes  into  play,  and  then  the 
stroke  is  finished  with  the  shoulders 
and  arms.  From  here  the  recovery 
begins.  The  blades  are  tapped  out  of 
the  water,  feathered  (turned  again 
parallel  to  the  water),  and  the  sculler 
rolls  back  up  the  slide  to  the  catch. 

There  is  one  danger  to  keep  in 
mind:  at  the  catch,  a  blade  can  enter 
the  water  at  an  angle,  and  the  power 
of  the  drive  can  pull  it  down  into  the 
depths.  This  is  called  "catching  a 
crab,"  and  a  bad  crab  can  pull  the 
boat  over. 

Ideally,  the  sculler  rolls  back  up 
the  slide,  traveling  more  slowly  than 
on  the  drive,  so  as  to  allow  the  boat 
a  chance  to  run.  Smoothness  and 
lightness  in  the  hands  are  every- 
thing in  rowing,  and  if  their  motion 
could  be  traced,  they  would  form  a 
steady  elliptical  shape. 

The  sensation  of  rowing  a  sin- 
gle— the  fluid  smoothness  and  pres- 
sure and  heat  of  rowing — suggests 
some  whiff  of  the  erotic,  which  is 
one  of  its  pleasures. 


I  row  on  the  Connecticut,  on  a 
section  above  the  Massachusetts/ 
Vermont  border.  One  evening  not 
long  ago,  I  went  down  to  the  river. 
It  was  late  August,  and  the  water 
seemed  silvery.  The  banks  were 
dark,  not  only  with  the  late  after- 
noon light,  but  with  the  advance  of 
the  seasons.  The  water  was  flat, 
and  at  the  pressure  of  an  oar  it 
seemed  to  have  the  texture  of  baby 
oil  as  the  hull  cut  through  the  sur- 
face. A  hatch  of  mayflies  hovered 
at  shoulder  height,  the  white  in- 
sects about  the  size  of  snow  flakes, 


Schools  for  Sculling: 

Craftsbury  Sculling  Center  teaches 
the  basics  in  a  variety  of  boats. 
Many  of  the  instructors  coach 
at  colleges  such  as  Yale,  Prince- 
ton and  Rutgers.  The  Center 
has  a  camp-like  atmosphere, 
and  meals  are  included — hearty 
but  nothing  fancy.  Five-  and 
three-day  sessions  are  available. 
P.O.  Box  31,  Craftsbury  Com- 
mon, VT  05827;  800-729-7751  or 
802-586-2514. 

Northeast  Sculling  and  Rowing 
Center  in  Raymond,  Maine, 
has  a  number  of  high-profile 
Olympic  coaches  on  staff.  How- 
ever, instruction  is  offered  only 
one  week  a  year,  usually  at  the 
end  of  August.  For  information: 
P.O.  Box  2060,  Duxbury,  MA 
02331;  617-934-6192. 

The  Florida  Rowing  Center  is 

now  in  its  nth  year,  and  its  sea- 
son runs  from  mid-November 
to  mid-May.  Located  in  West 
Palm  Beach.  All  levels  of  in- 
struction. Seven-,  four-  and 
three-day  sessions.  For  informa- 
tion: 1140  Fifth  Avenue,  New 
York,  NY  10128;  212-996-1196. 

Another  way  to  get  involved  is 

through  a  local  rowing  club. 


moving  the  way  a  mist  does.  In 
driving  hard,  in  rowing  through 
this  thin  cloud  of  insects,  I  recalled 
Jose  Ortega  y  Gasset's  Meditations 
On  Hunting,  in  which  he  says  that 
the  pleasure  of  the  hunt  comes 
from  being  solely  alert. 

When  the  stroke  is  right,  and 
the  boat  is  going  well,  that  is  pre- 
cisely the  reward  that  comes  from 
an  evening  alone  on  the  river.  • 

Craig  Nova's  next  novel,  Com- 
plications,   is   due    out   next  yearl 
(Houghton  Mifflin). 


Where  there's  water  there's  usu- 
ally a  boathouse,  and  most  scul- 
lers are  happy  to  give  you  some 
pointers.  Many  clubs  sponsor  clin- 
ics and  instruction  as  well.  For  the 
name  of  a  club  near  you:  U.S. 
Rowing,  201  South  Capitol  Ave- 
nue, Suite  400,  Indianapolis,  IN 
46225; 317-237-5656. 

Shopping  for  Shells: 

Pulp  or  plastic?  Surprisingly, 
wooden  boats  last  longer  than 
"plastic"  or  composite  boats. 
Stiffness,  from  bow  to  stern,  is 
what  gives  a  shell  its  speed,  and 
plastic  loses  this  quality  much 
sooner  than  wood.  Composites 
are  easier  to  maintain  and  cheap- 
er, but  the  choice  is  yours. 

FOR  WOOD: 

Graeme  King  Boat  Works,  P.O. 
Box  234,  Putney,  VT  05346; 
802-387-5373.  Racing  singles  run 
around  $6,000. 

FOR  COMPOSITES: 

Vespoli,  385  Clinton  Avenue, 
New  Haven,  CT  06513;  203-773- 
0311.  Racing  singles  run  around 
$5,000. 

Maas  Boat  Co.,  1319  Canal 
Boulevard,  Richmond,  CA 
94804;  510-232-1612.  Racing  sin- 
gles run  around  $3,000. 
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Thait  don  'tjust  create  world-famous  smiles/ 
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THAILAND 
DUTY  FREE  SHOPS 

The  new  Thailand  Duty  Free  Shop, 

located  in  the  heart  of  Bangkok 

on  the  7th  floor  of  the  World  Trade  Center, 

offers  a  fantastic  selection 

of  top  international  brands  and  Thai  products. 


ir        ih[        y\ 
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true  our  smile  has  made  us  famous  around 
the  globe.  But,  when  you  come  to  Thailand,  you'll 
find  a  lot  more  to  grin  about.  From  haute  couture  and 
luxurious  plazas  to  traditional  markets  and  curbside 
stalls,  you*ll  discover  the  most  charming  Thai  creations 
together  with  the  best  brand-name  products.  Even  more 
incredible  is  how  reasonable  everything  is.  There's 
nowhere  else  like  it.  No  wonder  every  shopper 
who  leaves  Thailand  goes  away  with  a  lot  to  smile  about. 

Don't  forget,  throughout  your  stay,  you're  also 
treated  to  Thailand's  spectacular  cultural  and  natural 
splendours  as  well  as  renowned  hospitality. 
So,  please  join  us  as  we  celebrate  the 
Fiftieth  Anniversary  of  His  Majesty's  Accession 
to  the  Throne  throughout  1995-1996. 


-A.       ]xr       o 

ES      a  f     a      KINGDOM 


or  a  FREE  brochure  on  Thailand's  many  treasures,  fill  in  and  mail  this  coupon  to:  Tourism  Authority  of  Thailand      USA '  F°B '  SHE  °"5 
303  East  Wacker  Drive,  Suite  400,  Chicago,  IL.  60601,  U.S.A.  Tel :  (312)  8193990-5  Fax  ■  1  312  5650359 
or  5  World  Trade  Center,  Suite  No.  3443,  New  York,  N.Y.  10048,  U.S.A.  Tel :  (212)  4320433-34  Fax    1212  9120920 
or  3440  Wilsh.re  Blvd.,  Suite  1100,  Los  Angeles,  CA  90010,  U.S.A.  Tel:  (213)  3822353-55  Fax-  1  213  3897544      ' 
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It  didnt  take  a  Harvard  MBA  to  teach  a  daughter  finance.  Just  a  le. 

DOG 


ECONOMIC 


hen  my  daughter  Hadley  was  borj 


I  planted  a  tree  and  bought  a  puppy.  Ten  years  later,  the  tree  was  still  growing  and  bearing  fruit;  b 
Molly,  the  Brittany  Spaniel,  was  too  crippled  to  move  without  pain  and  nearly  blind  with  catarac 
So  on  a  Saturday  morning,  I  took  her  to  the  vet  for  the  last  time.  The  vet,  who  had  treated  her 
everything  from  tapeworm  to  barbed  wire  cuts,  sent  a  sympathy  card  a  couple  of  days  late 
Hadley  was  brave  but  she  also  wanted  a  new  puppy,  one  that  would  be  strictly  her  dog,  unli 
Molly  who'd  been,  mostly,  my  bird  dog.  Hadley  was  an  animal  person.  She  loved  them  all  ai 
always  had.  She  had  even  taken  a  job,  every  Saturday  morning,  helping  out  at  the  local  Huma 
Society  shelter  where  she  would  clean  out  the  cages  and  play  with  the  orphaned  dogs  and  cats  tl 

By    Geoffrey    Norman 
Photographs    By    Noel    Sutherland 


/  saw  the  puppy  as  a  way  to  teach  a  little  adult  responsibility.  I 


: 


\d  in  mind  a  few  lessons  about  money,  the  most  adult  subject  of  all. 


lad  been  dropped  off  by  people  who'd  had  it  with  their 
Uts.  Most  of  the  animals  she  got  to  know  were  facing  a 
leath  sentence,  especially  the  older  ones.  It  made  her  sad 
hough  to  cry  but  she  went  back  every  Saturday  morning. 
he  believed  those  animals  needed  a  friend. 

So  Hadley  liked  animals  and  she  was  good  with  them. 
Jnd  she  wasn't  asking  me  if  she  could  dye  her  hair  green 
r  pierce  her  body  in  some  interesting  way.  Or,  worse, 
Imply  announcing  that  she  intended  to,  whether  I  ap- 
loved  or  not.  She  was  asking.  She  was  ten  years  old  and 

had  a  vacancy.  I  saw  possibilities  in  that  combination. 
b  survive  as  a  parent,  you  need  guile. 

My  plan  was  simple  enough.  I  would  get  Hadley  a 
Ippy  and  she  would  be  responsible  for  feeding  it,  train- 
Ig  it  and  taking  routine  care  of  it.  I  saw  the  puppy  as  a 
liv  to  teach  a  little  adult  responsibility.  I  also  had  in  mind 
Few  lessons  about  money,  the  most  adult  subject  of  all. 

|  While  we  were  waiting  for  the  school  bus  one  morn- 
h,  I  said,  "Look,  Hadley,  about  that  puppy.  I've  thought 
lout  it.  And  your  Mom  and  I  have  talked  about  it.  We 
link  it's  a  good  idea." 

"Yes,"  she  said,  sounding  like  that  kid  in  the  movie  who 

abandoned  at  Christmas. 

I "But  there  are  some  things  we  need  to  talk  about  first." 

"I  know." 

I  "I  mean,  it's  a  big  responsibility." 

[The  bus  was  coming  and  she  was  too  excited  for  the 

per,  adult  discussion  I  had  in  mind.  This  wasn't  the  time. 

rl'll  take  good  care  of  it  and  train  it  and  everything, 

Id.  And  thank  you  so  much." 

|"Well. .  .sure.  And  we'll  talk  about  it  some  more,  when 

.  get  home." 

IShe  was  putting  on  her  backpack  and  thinking  now 

>ut  who  she  would  sit  next  to  on  the  bus  so  she  could 

lead  the  news. 

"One  thing?" 
'es." 
Hiat  sort  of  puppy  did  you  have  in  mind?" 

"Oh,"  she  said.  "I  want  a  Fred." 
fhen  I  got  home  and  asked  my  wife,  I  learned  that 

|d  was  the  name  of  a  dog  Hadley  had  met  somewhere 

[fallen  for.  A  Yorkshire  terrier.  One  of  those  little  dogs. 

tn  my  mind,  all  little  dogs  belong  to  women  who  wear 

[coats  and  too  much  jewelry.  They  bark  and  frequently 

\.  They  do  not  do  any  of  the  essential  things  like  point, 

rieve,  or  go  for  an  intruder's  throat.  Their  owners  de- 
3e  them,  inevitably,  as  precious, 
brooded  on  it  all  day,  until  the  school  bus  dropped 
iley  off. 

)he  had  not  taken  off  her  backpack  before  she  wanted 
Bnow  when  we  could  launch  the  search  for  her  Fred. 

■Well,  let's  talk  about  that,"  I  said.  "Are  you  sure  you 
■t  a  Fred?" 

■Yes,"  she  said.  The  look  she  gave  me  was  both  preco- 


cious and  defiant.  If  I  was  going  to  back  out,  it  said,  then 
fine.  But  don't  expect  her  to  make  it  easy  on  me. 

"Okay,"  I  said.  "I'm  not  saying  no  to  a  Fred.  I'm  just 
thinking  that  we  live  in  the  country  and  we  have  a  big  yard 
and  a  meadow  and  lots  of  room  to  run  and  maybe  you'd 
want  a. .  .er,  bigger  dog." 

"I  want  a  Fred." 

This  wasn't  going  to  be  easy. 

We  were  still  stuck  on  a  Fred  a  couple  of  days  later 
when  I  told  a  friend  about  it.  A  friend  who  owned  lots  of 
dogs.  Lots  of  big  dogs. 

"I  cannot  allow  it,"  Leigh  Perkins  said.  "You've  got  a 
slot  open  and  you're  going  to  fill  it  with  a  Yorkie?" 

"It's  Hadley's  dog,"  I  said.  "It's  what  she  wants." 

"I  just  can't  believe  it,"  Perkins  said. 

"She's  determined,"  I  said. 

"Well,  I'm  going  to  talk  to  her.  Hadley  and  I  are  pals. 
And  I  might  have  a  plan." 

What  Leigh  told  Hadley  was  simple  enough.  He  had 
a  yellow  lab,  he  said.  A  dog  she  knew,  named  Bernie,  and 
the  dog  needed  a  home  for  a  while.  He  wondered  if  she 
would  like  to  keep  the  dog  for  him,  for  a  few  weeks,  while 
she  was  scouting  for  a  puppy.  If  she  decided  she  liked  the 
dog,  he  might  be  able  to  help  her  find  a  lab  puppy  of  her 
own. 

Hadley  thought  it  sounded  like  a  pretty  good  deal  and 
told  me  so.  'You  like  Bernie,  don't  you  Dad?" 

"He  is  a  great  dog,"  I  said.  I  knew  Bernie  well.  We  had 
hunted  ducks  together.  Once,  when  I  had  a  bird  down  on 
the  water,  just  a  few  feet  from  the  blind,  I  told  Bernie  to 
fetch.  He  made  a  dive  stylish  enough  for  an  Olympic 
swimmer  and  paddled  all  around  the  pond,  scaring  away 
the  incoming  ducks,  and  then  came  back  to  the  blind  with- 
out the  dead  duck  I  had  sent  him  after. 

I  threw  a  stick  out  into  the  pond  to  mark  the  duck. 

"Fetch,"  I  said.  Again,  Bernie  made  a  stylish  entry  and, 
this  time,  proudly  retrieved  the  stick. 

He  was  that  kind  of  lab. 

ADLEY  FELL  IN  LOVE  WITH  HIM,  AND 

Bernie,  who  could  be  obtuse  (to  put  it 
kindly),  knew  a  friend  when  he  saw  one. 
He  slept  on  the  floor  next  to  Hadley's 
bed.  He  sat  next  to  her  chair  at  break- 
fast— just  in  case  she  needed  any  help 
eating  it,  don't  you  know.  He  walked  to  the  school  bus 
with  her. 

Leigh  had  asked  Hadley  to  help  train  Bernie — who 
needed  extra  tutoring — and  she  worked  with  the  dog. 
Pretty  soon,  she  had  broken  Bernie  to  the  basic  com- 
mands. Most  of  the  time. 

But  if  Bernie  was  not  exactly  a  consistent  performer, 
Hadley  did  not  notice.  She  thought  he  was  perfect.  In  a 
couple  of  weeks  she  had  forgotten  about  Fred. 
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"I don't  think  I  can  make  that  much,  "she  said,  sadly. 

"There  isnt  enough  time. "  Time  and  money.  She  was  learning 


My  wife  and  I  were  less  enthusiastic.  Bernie  took  out  a 
couple  of  screen  doors  and  knocked  over  everything  that 
was  in  range  of  his  tail,  which  was  only  slightly  less  pow- 
erful than  an  alligator's.  But  you  could  overlook  those 
things  since  clumsiness  is  forgivable  and  even  endearing. 

Eating  the  ham  was  a  different  thing. 

In  the  first  place,  Bernie  had  to  open  the  door  to  a  closet 
where  the  ham  was  stored,  hanging  on  a  hook.  There  was 
nothing  at  all  clumsy  about  the  way  he  opened  the  door, 
though  I  suppose  you  could  say  it  was  endearing.  He 
opened  it  with  his  mouth. 

He  used  the  same  instrument  to  eat  the  ham.  Most  of 
it,  anyway.  He  probably  would  have  eaten  it  all  if  he  hadn't 
been  full  from  eating  the  cheesecloth  the  ham  was 
wrapped  in.  Before  he  stopped  long  enough  to  come  up 
for  air,  Bernie  had  eaten  about  three  pounds  of  heavily 
salted  country  ham  and  three  or  four  square  yards  of 
cheesecloth. 

For  two  days  and  nights  he  kept  looking  at  us  with  this 
expression  that  said  he  just  couldn't  understand  why,  no 
matter  how  much  water  he  drank,  he  was  still  thirsty. 

Perkins  came  by  the  house  a  few  days  later  for  dinner 
and  Hadley  was  waiting  for  him.  She  had  a  speech  planned. 

"Mr.  Perkins,"  she  said,  when  she  had  him  alone. 

"Yes,  Hadley." 

Hadley  gathered  up  all  her  resolve  and  looked  Perkins 
straight  in  the  eye  while  she  stated  her  proposition.  She 
knew  that  he  loved  Bernie,  she  said,  and  liked  to  use  him 
during  duck  season.  So  why  didn't  they  share  Bernie? 
During  duck  season,  Bernie  would  be  his  dog.  The  rest 
of  the  year,  he  would  live  with  her  and  she  would  keep 
up  his  training. 

"I  don't  just  want  a  dog  like  Bernie,"  she  said  firmly.  "I 
want  him." 

Perkins,  whose  wife  was  not  especially  fond  ot  Bernie, 
agreed  happily. 

My  wife  and  I  said  we  would  consider  the  arrange- 
ment and  things  remained  in  this  tentative  state  for  a  few 
days,  until  Bernie  ate  a  pound  of  butter  that  had  been 
softening  on  the  counter  and  we  decided  it  was  time  to 
renegotiate. 

"Why  don't  you  get  your  own  yellow  lab  puppy  and 
train  him,"  I  said,  "so  he  isn't  always  getting  in  trouble." 

Looking  ahead  to  a  life  of  cleaning  up  after  Bernie's 
mistakes,  and  realizing  that  partnerships  were  inherently 
difficult,  Hadley  agreed.  She  wanted  an  exclusive  ar- 
rangement. Perkins,  conveniently,  knew  about  a  yellow 
lab  that  would  be  having  a  litter  in  a  couple  of  weeks,  a 
champion  dog. 

"I  want  one  of  the  them,"  Hadley  said.  "And  I  want  it 
to  be  my  dog." 

"Well,"  I  said,  bringing  up  the  dread  subject  of  money, 


"those  puppies  cost  $400.  The  way  to  really  make  it  yoi 
dog  is  to  pay  for  it  yourself." 

"I  don't  have  $400,"  Hadley  said.  "I  only  have  aboi 
$50."  The  job  at  the  Humane  Society  was  strictly  volunte' 
stuff.  But  she  did  a  lot  of  baby-sitting. 

"Maybe  you  can  earn  it,"  I  said.  "Save  all  your  baby-si 
ting  money." 

"I  don't  think  I  can  make  that  much,"  she  said,  sadl 
"There  isn't  enough  time." 

Time  and  money.  She  was  learning. 

Perkins  came  to  the  rescue  again.  He  was  a  busines 
man,  the  CEO  of  Orvis,  and  he  liked  making  deals,  f 
made  Hadley  a  proposition.  He  would  pay  the  $400  and  1 
would  take  half-interest  in  the  dog  which  would  be  a  f 
male.  That  way  Hadley  would  only  have  to  come  up  wi  1 1 
$200  and  she  could  pay  when  she  had  the  cash.  The  i 
when  her  dog  was  old  enough,  we  could  breed  it  to  Bern:.! 
He  would  take  the  pick  of  the  litter  and  that  would  bi|f 
out  his  share  in  her  dog. 

Perkins  didn't  build  Orvis,  it  should  be  said,  by  maki 
that  kind  of  deal.  As  Bernie's  owner,  he  was  entitled  to  e 
ther  a  stud  fee  or  the  pick,  in  any  breeding,  and  there  w 
no  talk  of  interest  on  his  loan.  But  he  made  it  sound  li 
he  was  driving  a  hard  bargain  and  I  believe  that  if  you  a 
alyzed  the  deal  in  the  abstract,  what  made  it  a  win-w 
proposition  was  this:  Hadley  plainly  got  what  she  want 
and  Perkins,  who  loves  sporting  dogs,  saw  that  he  w 
helping  develop  the  next  generation  of  lab  breeders. 


ADLEY    TOOK    EVERY    BABY-SITTIt' 

hjob  that  came  along  and  gave  the  mon 
to  her  Mom  to  hold  in  what  we  e 
plained  was  escrow.  But  $150  represent) 
a  lot  of  hours  with  five  year  olds.  T 
many.  So  she  enlisted  a  friend  and  th 
made  cookies  and  banana  bread  and  carrot  cakes  and  he 
a  bake  sale  that  netted  50  bucks.  That  went  into  the  escrw 
account.  The  friend  got  a  half-share  of  one  of  the  first  pui 
pies.  We  were  into  futures,  now. 

The  first  hundred  was  relatively  easy  and  Hadl 
handed  over  the  cash  to  Perkins — lots  of  wrinkled  bills  a 
a  coffee  cup  full  of  silver — when  he  came  by  the  house 
visit.  She  assured  him  he  would  have  the  balance  by  t 
time  the  puppy  arrived. 

By  this  time,  I  had  explained  to  her  about  transpori 
tion  costs  (the  puppies  were  in  Colorado)  and  health  a 
(puppies  need  shots).  And  she  had  resigned  herself 
coming  up  with  another  hundred  for  Dad. 

She  did  yard  work.  Collected  returnable  bottL 
Helped  her  Mom  with  a  tag  sale  to  which  she  co 
tributed  some  of  her  own  treasures.  A  week  or  so  befc 
she  was  scheduled  to  take  delivery  of  her  puppy,  tht 
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1SD      DEGREES      OF     SEPARATION 


E  SPACE 


^/ N  TRODUCING     L  ' 


ESPACE     SERVICE 


What  separates  sleep  from  sleep- 
lessness,  comfort   from    crowding, 
Air  France  from  other  airlines?  In  a 
word,  space.  In  our  new  L'Espace  180  and  L'Espace  127  classes, 
the  space  to  indulge  yourself  is  in  great  supply.  L'Espace  180  boasts 
the  only  airline  seat  that  reclines  a  full  180  degrees.  (Flat,  as  in  bed.) 
Add  the  comfort  of  a  down  comforter  and  pillow,  a  built-in  video 
entertainment  system,  gourmet  cuisine  and  fine  wines,  and  your  seat 
suddenly  becomes  your  quarters.  For  business,  L'Espace  127  offers 
the  generous  amenities  of  our  premium  class  in  a  seat  perfectly  angled 
for  complete  muscle  relaxation.  For  a  measurably  different  experience, 
your  travel  professional  or  Air  France  at  1-800-AF-PARIS. 
Vlerstandably,  nothing  else  comes  close. 


*-MS 


...  ._  S,a6ed  introduction  of  L'Espace  service  begins  September.  1995 

LEspacc,  LEspacc  180  and  L'Espace  127  are  service  mark  of  Air  France  ©  At,  France  1995 
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guide  brings  you  witty  and  wise  reviews  of  restaurants,  cafes, 
delis,  hotels  and  nightspots.  Expanded  coverage  and  discerning  com- 
mentaries on  sights,  sports  and  excursions  coupled  with  afresh  listing 
of  cultural  and  gastronomical  events. 
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as  sufficient  money  in  the  escrow  account  to  pay 
rkins  the  balance  of  what  she  owed  him. 
"Can  you  take  me  to  his  office,"  she  asked  her  mother, 

3 1  can  pay  him?" 

"Why  don't  you  wait.  I'll  ask  him  for  dinner." 
"No,"  Hadley  said.  "I  want  to  do  it  at  his  office."  It  was 

jusiness  deal  and  it  should  be  transacted  in  a  business 

[vironment.  So  my  wife  drove  Hadley  into  town  and 

riced  at  the  Orvis  offices.  She  waited  outside  since 

adley  wanted  to  go  in  alone. 

Perhaps  because  it  never  occurred  to  anyone  to  stop  a 

a  year  old,  Hadley  slipped  by  the  secretaries  and  knocked 

,  the  door  to  Perkins'  office. 

He  told  her  to  come  in  and  when  she  opened  the  door, 
kins  was  in  the  middle  of  a  meeting  which  was  put  on 
d  while  Hadley  counted  out  the  bills  on  his  desk. 
It  was  a  done  deal.  They  were  partners  until  the  first 
er  arrived  and  she  could  buy  out  his  interest.  They 
)ok  hands. 

"They  should  all  go  that  smoothly,"  Perkins  told  me 
r.  "She  was  terrific." 

HE    PUPPY   ARRIVED    IN    LATE    AUGUST 

and  it  was  a  little  fat  butterball  like  all  lab 
puppies.  A  package  of  enthusi- 
asm and  affection  that  all  of  us 
found  irresistible.  The  name  on 
the  AKC  papers  was  Tickle 
ft  Fancy  and  Hadley  called  her  Tickle  or  Tick 
■They  slept  in  bed  together  at  night.  Played 
Bether  endlessly,  mostly  tug-of-war  with  an 
Bsock.  The  pup  would  pull  and  growl  with 
Biiature  ferocity  for  ten  or  fifteen  minutes 
ai  then  collapse  in  a  heap,  exhausted.  When 
Kilev  left  tor  school  in  the  morning,  Tick 
Kild  go  into  a  decline  that  lasted  until  she 
Wke  home  on  the  bus.  In  fact,  after  a  few 
Iks  we  noticed  that  Tick  would  position 
heself  at  the  window  every  afternoon  at  about 
It  and  stare  intently  at  the  driveway,  waiting 
fcrladley  to  appear. 

I  believe  the  dog  knows  what  time  it  is,"  I 
H  to  my  wife. 
WOf  course  she  does." 
Emadley  trained  her  dog  and  Tick  was  a 
■p  learner.  There  is  something  in  labs, 
■kg  back  to  the  time  before  the  British  bred  them  for 
Bit  and  they  were  swimming  fishing  nets  and  mooring 
K  in  the  cold  waters  of  Labrador,  that  makes  them  the 
■ft  biddable  of  all  the  breeds.  Tick  wanted  to  please  and 
M:raved  affection.  She  seemed  to  have  her  own  empa- 
■c  gene  and  when  Hadley  was  unhappy  about  some- 
Mb,  or  simply  crying  over  some  sad  movie  on  the  VCR, 
m-  would  come  over  and  put  her  head  in  her  lap  as 
thcgh  to  comfort  her.  "Don't  worry,  Tick,"  Hadley  would 
MJnrough  the  tears.  "I'm  okay."  She  was  always  there  and 
aWs  eager.  She  liked  all  of  Hadley's  friends  and  she  went 


everywhere  Hadley  would  take  her.  She  would  chase  a 
stick  all  day  long  but  when  she  went  to  Softball  practice 
and  Hadley  told  her  not  to  chase  the  ball,  she  would  sit 
outside  the  baseline  and  watch  with  an  expression  that 
looked  like  concentration.  You  could  imagine  she  was 
keeping  score. 

"You  know,"  I  said  to  Hadley  one  day  when  we  were 
walking  with  Tick,  "I  believe  you've  got  the  finest  dog  I 
have  ever  known." 

"Yes,"  Hadley  said,  "and  the  best  part  is,  she  is  all  mine." 

hen  Tick  was  two  years  old, 
we  were  ready  for  puppies. 
Hadley  and  I  talked  money  and 
logistics. 

"Bernie  is  at  Leigh's  place 
down  in  Florida,"  I  said.  "So  we're 
going  to  have  to  fly  her  down  there  and  back.  That  will 
be  about  $150  in  transportation  costs." 

Hadley  said  she  understood;  we'd  been  through 
that  before. 

"Then,  we'll  need  some  special  equipment  for  the  ken- 
nel. A  dog  fence  and  floor  mats.  Food  dishes  and  water 
bottles  and  that  sort  of  stuff.  We'll  call  that  capital  im- 
provements." 
She  nodded. 
"All  the  puppies  have 
to  get  their  shots.  More 
medical  expenses." 

Another  nod.  With 
her  expression  turning 
a  little  grave. 

"We     might     have 

some  marketing  costs." 

"What  are  those?" 

'Well,  we  might  have 

to  take  out  an  ad  in  the 

newspaper,  you  know. 

Let   people    know   we 

have  puppies  for  sale." 

"Oh." 

"Now,"  I  said.  "I'll 
front  you  the  monev 
for  those  things.  And 
you  can  pay  me  back. 
Let's  see  if  we  can  esti- 
mate what  these  costs  will  come  to." 

We  did  it  on  her  calculator  and  came  up  with  $500. 
"How  much  are  you  going  to  charge  for  a  puppy?" 
"Well,  Tickle  cost  $400...." 
"You  think  you  can  get  that  for  her  pups?" 
"Yes." 

"Okay.  Say  she  has  a  small  litter.  That  happens,  some- 
times, with  a  dog's  first  litter.  Six  puppies.  One  of  them 
goes  to  Leigh,  as  the  pick.  So  you  have  five  left.  Then  you 
already  sold  a  half  share  in  one,  when  you  were  putting  to- 
gether the  bake  sale  and  doing  things  to  raise  your  invest- 
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/  told  her  what  Lord  Keynes  said:  in  the  long  runy  "We  are  all  dead.  \ 
"What  a  creepy  thing  to  say"  Hadley  said.  And  left  her  money  alon 


y 


ment  capital." 

"Yes,"  she  said. 

"So  you'd  have  four-and-a-half  puppies  left.  At  $400 
each,  that  would  mean  how  much?" 

She  worked  it  out  on  her  calculator.  "$1,800." 

"Gross,"  I  said. 

"Why?"  People  her  age  used  that  word  differently.  So 
I  explained  the  difference  between  gross  and  net.  Then  we 
came  up  with  a  final  total. 

"So  you'll  have  a  profit  of  around  $1,200  or  $1,300. 
Maybe  more  and  maybe  less,  de- 
pending on  the  size  of  the  litter 
and  any  unforeseen  expenses." 

"Like  what?" 

"I  don't  know.  Maybe  you'll  get 
sued." 

"For  what?" 

We  discussed  the  possibilities. 
And  the  feasibility  of  insurance. 
We  discussed  additional,  catas- 
trophic vet  bills.  We  talked  about 
all  of  the  imponderables  that  go 
into  any  speculative  enterprise.  I 
tried  to  be  hard-nosed.  But  she 
was  getting  discouraged. 

So  we  talked  about  the  up  side. 

"Let's  say  you  have  $1,250. 
Okay?" 

"Okay,"  she  said,  punching  the 
numbers  into  the  calculator. 

"Add  ten  percent." 

I  showed  her  how. 

"Now  add  ten  percent  to  that." 

We  did  a  little  dry-run  experiment  in  the  miracle  of 
compound  interest. 

She  was  very,  very  interested. 

UT  FIRST,  THERE  WAS  THE  WHELPING  OF 

puppies.  Tick  had  ten  puppies.  Nine  of 
whom  survived.  For  six  weeks,  they  were  the 
center  of  our  universe.  We  gave  them  pro- 
visional names.  The  runt  was  "Moose."  The 
big  male  was  "Stonewall."  The  female  clos- 
est to  Bernie's  ginger  color  was  "Bernice."  They  would  play 
furiously  for  half  an  hour,  then  collapse  into  total  sleep. 
They  would  play  tug-of-war,  endlessly,  with  an  old  sock, 
just  like  Tick  had,  when  she  was  a  pup.  They  wrestled  and 
they  nursed  and  we  would  sit  around  watching  them  the 
way  some  families  watch  television. 

Then,  their  new  families  began  arriving  to  take  them 
away.  They  had  become  a  lot  of  work  by  then,  so  the  $400 
for  each  puppy  seemed  less  like  found  money  than  like  fair 


wages.  Still,  Hadley  cried  when  Stonewall  left. 

But  the  escrow  account  grew  dramatically.  Leigh  wa 
bought  out.  The  futures  contract  was  settled.  My  bridg 
loan  to  cover  expenses  was  paid.  A  few  bucks  went  int 
the  owner's  pocket  as  a  bonus.  (I  had  explained  abou 
bonuses,  using  Wall  Street  as  my  example,  and  Hadley  ha 
been  mightily  impressed.) 

After  all  the  dust  had  settled  and  the  accounting  ha 
been  done,  there  was  $2,500  left. 

For  two  weeks,  while  the  last  of  the  puppies  were  wait  i 
ing  for  their  owners  to  come  fc  j 
them,  Hadley  and  I  had  bee  I 
talking  and  researching  mutu: 
funds.  We  used  a  little  book  or  I 
of  the  big  companies  sent  us  f<  | 
the  short  course  and  then  at  nigh 
after  homework,  we  used  the  con  J 
puter  to  do  our  research.  Hadlt  | 
wanted  growth,  she  said.  Aggre: 
sive  growth.  Stocks,  not  bond 
And  mercifully,  she  wanted  I 
stick  with  American  markets.  V\ 
escaped  the  Mexican  devaluatio 
which  I  would  have  had  a  hai 
time  explaining.  Maybe  I  cou 
have  called  Greenspan,  but  I  dou 
he  could  have  done  much  better. 
"But  I  don't  want  to  lose  t( 
much,  Dad,"  Hadley  said  01 
night,  when  we  discussed  trad 
offs.   So  we  studied  the  tra> 
records  of  a  lot  of  funds.  Hadl 
looked  at  one  chart  and  sai 
musingly,  that  she  wished  she  had  gotten  into  this  ti 
years  earlier. 

Back  when  she  was  two. 

We  finally  made  our  buy  and  we  check  the  performan 

periodically  through  the  on-line  service.  Not  surprising 

Hadley's  fund  has  good  days  and  bad  days.  After  one  b 

day  I  told  her  to  remember  that  she  was  in  for  the  long  n 

She  said  she  understood.  Then,  I  told  her  what  Lo 

Keynes  famously  said:  in  the  long  run,  "We  are  all  deac 

"What  a  creepy  thing  to  say,"  Hadley  said.  And  left  \ 

money  where  it  was. 

Meanwhile,  Tick  watches  for  the  school  bus  every  i 
ternoon.  The  tree  still  blooms  and  bears.  And  interest; 
cumulates.  My  daughter  learns  life's  lessons,  includi 
those  about  time  and  money.  Time  is  easily  the  more  ii 
portant  but  at  her  age,  she  cannot  know  that  with  the  ki 
of  dread  certainty  that  will  come.  But  she  can  know  that 
your  share  of  one  decreases,  your  store  of  the  other  rr 
as  well  grow.  Not  a  bad  lesson  to  learn  from  a  dog.  • 
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ealand  *>■  Alitalia  >>■  American 


British  Airways 


^yyo  annual  fees 
or  per  card  charges. 

Now  that's  what 
we  call  a  departure. 


Of  course,  those  are  just  two  of  the  reasons  you'll  cut  costs  with  the  Air  Travel  Card. 
There's  also  the  fact  that  you'll  get  one  concise  centralized  billing  statement  with 
comprehensive  data,  saving  you  money  and  time  during  reconciliation.  And  you'll  get 
no-cost  automatic  travel  insurance.  For  more  information,  call  1-800-222-4688  or  call 
your  travel  agent. 


_ 


Lufthansa 


K  I.  M     R  aval    1)  u  I  <  h 


(muse  control} 


How  About—? 

What  famous  book  was  almost  titled,  They  Don't  Build 
Statues  To  Businessmen  ?  If  you  guessed  Den  Of  Thieves,  try  again. 


F.  Scott  Fitzgerald,  The  Great  Gatsby 
(1925)  Throughout  1924,  as  Scribner's  was  preparing 
his  book  for  publication,  Fitzgerald  worried 
endlessly  to  his  editor,  Maxwell  Perkins,  about 
the  book's  title.  His  favorite  choice  was  Trimalchio 
In  West  Egg  (Trimalchio  was  the  rich 
patron  in  Petronius's  Satyricon).  /\—, r-f  \»lL  J^> 
Perkins  objected  and  Fitz-  fjnWWniT^ 


Peter  Benchley,  Jaws  (1974)  Peter  Benchley 
remembers  that  "Jaws  was  the  last,  desperate  compro- 
mise between  me  and  my  editor  some  20  minutes  be- 
fore the  book  had  to  go  to  press.  I  had  fiddled  with  a 
hundred  alternatives,  more  or  less:  Great  White,  The 
Shark,  Leviathan  Rising,  The  Jaws  Of  Death;  a  few 
Francoise  Sagan  rip-offs,  like  A  Silence  In  The 
Water,  and  a  few  helpful  suggestions 


J-- 


gerald  invented  other  ti- 
tles:  Gold-hatted  Gatsby 
and   The  High-bouncing 
Lover  recurred  in  his  in- 
creasingly frantic  correspon- 
dence. Ring  Lardner  declared 
Trimalchio  to  be  unpronounceable. 
Perkins  thought  The  Great  Gatsby  too  /^ ^-     vfs      )  if; 


much  like  Babbitt.  Fitzgerald  was  never 
able  to  feel  comfortable  with  any  title  for 
his  novel,  and  even  after  The  Great  Gatsby  was  pub- 
lished wrote  to  Perkins  lamenting  that  he  had  not  cho- 
sen Trimalchio  In  West  Egg. 

J.  R.  R.  Tolkien,  The  Hobbit  (1937)  On  a  hot 

summer  day  Tolkien,  who  was  a  professor  of  Middle 
English  at  Oxford  University,  was  sitting  at  his  desk 
correcting  papers  on  English  literature.  One  of  his  stu- 
dents hadn't  completed  his  examination,  and  in  the 
blank  space  on  the  page  Tolkien  wrote,  quite  at  ran- 
dom, "In  a  hole  in  the  ground  there  lived  a  hobbit."  He 
later  remembered,  "Names  always  generate  a  story  in 
my  mind:  eventuallv  I  thought  I'd  better  find  out  what 
hobbits  were  like."  Thus  was  a  mythology  born. 

Helen  Gurley  Brown,  Sex  And  The  Single 
Woman  (1962)  Helen  Gurley  Brown,  longtime 
editor  of  the  magazine  Cosmopolitan,  invented  the  con- 
cept of  the  sexually  liberated  "Cosmo  girl. "..."I  knew 
I  wanted  to  write  a  book  about  sex  being  okay  for  sin- 
gle women,"  Brown  has  said.  "I  knew  that  going  in  and 
so  the  book  was  created  along  those  lines.  Originally  I 
called  it  Sex  For  The  Single  Woman  but  everyone  felt  that 
was  too  'immoral'  (as  though  I  was  promoting  sex 
among  these  people)  so  I  cleaned  it  up  and  called  it  Sex 
And  The  Single  Woman." 


3w& 


from  my  father  [writer 
f-j  Nathaniel  Benchley],  to 
1v    wit:  What's  ThatNoshin 


On  My  Laig?  At  last,  my 
editor  and  I  agreed  that 
we  didn't  like  any  of  the  sug- 
gested titles,  and,  in  fact,  the 
only  word  we  liked  in  any 
i  permutation  was  jaws.'  I 
recall  saying  something  to  the  effect  of, 
'Screw  it,  then,  let's  call  it  Jaws,'  and  my  editor  saying 
something  like,  'Okay,  what  the  hell...'  My  father 
didn't  like  it;  my  agent  didn't  like  it;  my  wife  didn't  like 
it;  and  I  didn't  much  like  it.  But  the  bottom  line  was,, 
who  cares?  Nobody  reads  first  novels  anyway."  • 


Titles  We're  Glad 
Got  Changed 

At  This  Point  In  Time  I®1  All  The  President's  Men 

It  Shouldn't  Happen  To  A  Vet  B^ 

All  Things  Bright  And  Beautiful 

Private  Fleming,  His  Various  Battles  cS" 

The  Red  Badge  Of  Courage 

Judah:  A  Tale  Of  The  Christ  I3»  Ben-Hur 

Couples  And  Houses  And  Days  B3    Couples 

The  House  Of  The  Faith  BS"  Brideshead  Revisited 

The  Birds  And  The  Bees  es- 

Everything  You  Always  Wanted  To  Know  about  Sex* 

But  Were  Afraid  To  Ask 

They  Don't  Build  Statues  To  Businessmen  C5" 

Valley  Of  The  Dolls 

The  Kingdom  By  The  Sea  iff  Lolita 
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fter  One  Night  At  The  Sherry-Netherland, 
You'll  Never  Want  To  Stay  In  A  Hotel  Again. 


When  you  first  arrive  at 

The  Sherry-Netherland,  you 

may  have  the  same  reaction 

as  many  of  our  guests. 

"I've  never  seen  anything 

like  this." 

Which  is  hardly  surprising, 

because  there's  nothing  like  The 

Sherry-Netherland.  Instead  of  the 

usual  crowded  hotel  lobby,  the  quiet 

marble-columned  space  looks  like 

the  interior  of  a  classical  European 

building.  Which  is  understandable. 

It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 

concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 

to  three  per  guest.  (At  a  hotel, 

the  reverse  is  true.) 

The  serendipities  continue. 

When  did  you  last  enter  an 

elevator  that  was  a  work  of  art? 

Where  a  white-gloved  oper 

ator  whisks  you  silently 

up  to  your  floor. 
^■nted 
S^sance      y^g  SLUtes  ancl  rooms  are 

I  another  revelation.  Some  contain 
I  antiques  worthy  of  the 

Vanderbilt  Mansion,  which 

in  many  cases  is  where  they 


came  from.  Some  have 
marble  bathrooms,  hand- 
oomed  French  carpets, 
crystal  chandeliers. 
We  even  have  a  library. 
■   Ask  for  a  book  or  a  movie. 
It  will  be  in  your  room  in 
J  1~+     minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F.A.O.  Schwarz  —  and 

ROMAN-GRECO  VASE 

in  one  of  our  suites      j ust  a  short  walk  to 


HARRY  CIPRIANI'S 
RESTAURANT 
\    SERVES  YOU  IN 
1    THEIR  DINING  R00M- 
OR  IN  YOUR  SUITE 


EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group 
of  exceptionally 
diffident  people  who 
live  there. 

It's  their  place  in  town. 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

Ofa  SH€RRVM€TH€RIAND 

Your  Place  In  Town 


The  Asteroids  Mr  ComH 
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tr 


Asteroids  Are  Coming! 


r 


The  good  news  is,  we  haven  t 

been  wiped  out  yet.  The  bad  news  is,  the 

U.N.  is  on  top  of  the  situation 

By  Patrick  Cooke 


f  you'd  had  a  front-row  seat  in  the 
darkened  auditorium  of  the  recent  International 
Conference  On  Near-Earth  Objects — and  they  were  easy 
to  come  by — you  would  have  made  these  three  cosmic  dis- 
coveries. First,  there  is  absolutely  no  doubt  that  a  giant  as- 
teroid or  comet  will  smash  into  the  planet  causing 
catastrophic  damage,  but  it  is  impossible  to  say  when. 
Second,  scientists  spend  much  of  their  time  complaining 
that  they  desperately  lack  the  money  for  new  telescopes 
that  could  identify  this  killer  object  before  it  hits,  even 
though  it  is  unlikely  they,  or  anybody  else,  could  do  any- 
thing to  stop  it  from  happening.  Third,  no  human  being 
in  the  recorded  history  of  the  earth  has  ever  been  killed,  or 
even  winged,  by  an  asteroid  or  comet. 

Over  the  course  of  three  gorgeous  spring  days  in  New 
York  City,  planetary  scientists  from  all  over  the  world 
huddled  in  the  dark  at  the  invitation  of  the  United 
Nations  and  the  Explorers  Club  of  New  York.  Films  and 


countless  slides  were  flashed  on  a  movie  screen,  and  if 
you'd  turned  around  in  your  front-row  seat  you  would 
have  seen  starbursts  reflected  in  the  eveglasses  of  roughlv 
ioo  worried  astrophysicists,  astrologers,  engineers,  mis- 
sion planners  and  geologists,  nearly  all  of  them  men — 
women  evidently  do  not  go  in  much  for  global  annihilation 
scenarios — most  in  their  60s  and  70s.  Star  Trek,  the  pass- 
ing generation. 

It  may  be  merely  a  coincidence,  but  ever  since  the  nu- 
clear threat  ended  with  the  Cold  War,  microscopic 
demons  such  as  viruses  and  telescopic  perils  like  asteroids 
have  been  satisfying  an  apparent  human  need  to  believe 
that  the  risk  of  dying  horribly,  en  mass,  is  always  just 
around  the  corner.  This  is  not  to  say  we  couldn't  be  wiped 
out  by  a  fireball  from  deep  space.  In  fact,  scientists  have 
unearthed  some  pretty  frightening  data  over  the  past  few 
years.  But  before  we  review  the  evidence,  let's  return  for 
just  a  moment  to  high  school  astronomy. 

Both  asteroids  and  comets  are  left  over  rubbish  from 
the  creation  of  the  solar  system.  Asteroids  are  made  mainly 
of  rock.  They  lumber  about  fairly  close  by  in  our  solar  sys- 
tem making  their  orbits  somewhat  predictable.  Comets, 
composed  of  loose  rock  and  lots  of  ice,  are  more  plenti- 
ful, and  come  hurtling  in  from  deep  space  at  speeds  three 
to  four  times  faster  than  those  of  asteroids.  It's  tough  to 
predict  where  comets  are  headed  because  their  orbits 
around  the  universe  sometimes  take  millions  of  years.  Both 
asteroids  and  comets  range  from  marble  size  to  several 
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miles  in  diameter — the  largest  known  earth-crossing  | 
teroid,  for  example,  is  25  miles  across. 

Now,  when  an  object  of  less  than  about  150  feet  acr  m 
targets  the  earth,  no  problema.  It  hits  the  atmosphere  a 
is  instantlv  flambeed.  (Comets  of  this  small  size,  in  p 
ticular,  being  mainly  ice,  pose  all  the  threat  to  the  pla   '  ■; 
of  a  wad  of  wet  Wonder  bread.)  Still,  astronomers  es-f 
mate  that  the  earth  is  struck  by  fragments  that  pur  1 
through — called  "meteorites"  once  they're  pulverizec 
anywhere  from  30  to  50  times  a  year. 

What  worries  scientists  is  that  there's  no  way  to  ac  ■ 
rately  predict  when  one  of  those  number  will  be  the  .  \ 
One.  There  are,  after  all,  thousands  of  very  large  obje 
out  there.  Big  Ones  have  clobbered  the  earth  before,  i  1 
at  the  United  Nations  conference  there  was  no  shortag  1 
proof  that  if  it  happens  again,  well,  you'll  need  sun  blc  - 

I  buttonholed  one  conference  member  and  asked  1 1 
just  how  bad  the  end  might  be.  (This  was  California  ph  - 
cist  Ed  Tagliaferri,  or  E.T.,  as  he  calls  himself — "W1 1 
you  hire  E.T.,  you  get  E.T.!") 

Tagliaferri  explained  what  happened  over  Siberia 
June  30, 1908,  when  one  of  the  last  Big  Ones  came  knc 
ing.  "You  have  to  realize  that  these  things  are  travelin 
45  to  50  times  the  speed  of  sound  when  they  hit  the  ati 
sphere,"  he  said,  referring  to  the  Tunguska  Meteo 
"bolide,"  or  fireball,  estimated  to  have  been  the  size  of; 
story  building.  "An  object  doesn't  necessarily  even  ha 
strike  the  ground  to  be  devastating.  Tunguska  expl 
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000  feet  above  the  surface  and  detonated  with  some- 
ng  like  10  to  15  megatons  of  energy.  It's  called  explo- 

disintegration,  much  like  what  occurs  in  a  nuclear 
st.  The  shock  wave  flattened  literally  hundreds  of 
are  miles  of  forest.  Now,  if  that  happens  over  New 
rk,  you've  got  a  problem.  The  odds  are  remote  that  it 
uld,  of  course,  but  the  odds  aren't  zero  either." 
The  earth  has  actually  been  struck  by  large  extraterres- 

1  objects  thousands  of  times  in  its  4.5  billion-year  his- 
y,  and  some  scars  are  still  visible:  Meteor  Crater  in 
zona  (4,000  feet  across),  the  Manicouagan  Crater  in 
ebec  (41  miles  across),  and  most  notably,  the  Chicxulub 
fucatan,  the  200  million-megaton  explosion  thought 
nany  scientists  to  have  wiped  out  the  dinosaur  popula- 

in    the    "nuclear    winter"    it    caused, 
cxulub  left  a  crater  more  than  100 
:s  across,  extending  into 


K 


Gulf  of  Mexico 
Granted,  that  was  65 
ion  years  ago.  But 
it  really  has  sci 

lsts  rattled  is 
something 
lar  came  close 
happening,  just 

rears  ago,  and  we 
ir  saw  the  sucker 


%%»  Dr.  Morrison, 
I  want  to  correct  ^ 

the  record.  I  know  I 

■ 

misunderstood  you 
I  thought  I  heard 
you  say  you  like 
asteroids?  " 


An  exchange 
taken  from  1993 
hearings  before 
the  House  Sub- 
committee On 
Space  concern- 
ing the  threat  of 
large  asteriods. 


In  March  23, 1989,  an 
|"oid  passed  within  450,000 
IMS,  roughly  twice  the  distance  from 
thuarth  to  the  moon.  "It  was  about 
Size  of  an  aircraft  carrier  traveling 
R,ooo  miles  per  hour,"  Tagliaferri 
easily  said  as  we  walked  to  lunch 
inrl  the  perfumed  diplomats  at  the 
Jred      Nations      complex.      Had 
ijftFC"  hit  the  earth,  it  would  have 
:re  ed  a  crater  mavbe  five,  maybe  ten, 
Saps  even  20  miles  in  diameter,  or 
tfAd  300-foot  tidal  waves  had  it  landed  in  the  ocean. 

"he  fact  is  that  we  didn't  even  see  it  until  three  weeks 
after  it  had  passed  the  earth,"  Tagliaferri  said. 

jhalf-a-million  miles,  give  or  take,  does  not  seem  like 

se  call  to  you,  try  thinking  of  it  this  way:  the  earth  had 
|Hin  the  asteriod's  path  only  six  hours  earlier. 

how  does  this  system  operate!?"  On  the  final 
day  of  the  Near-Earth  Objects  conference, 
a  German  astronomer  had  begun  his  speech 
with  the  requisite  lament  about  funding, 
and  was  now  struggling  in  the  half-dark  to 
find  the  switch  that  turned  on  the  slide  pro- 
jector. "Ah!"  he  shouted  finally,  "the  toggle 
■den  within  darkened  surroundings  making  it  diffi- 
-"ultD  locate  with  any  precision." 
•ace  people  are  a  curious  breed.  They  are  seemingly 


able  to  sit  for  days  staring  at  fuzzy  pictures  of  celestial  ob- 
jects that  appear  to  the  layman  to  be  close-ups  of  carpet 
stains  or  some  frightful  skin  disease.  They  fubble  on  about 
"uncertainty  domains"  and  "limiting  magnitudes"  with  the 
same  ease  the  rest  of  us  use  to  talk  about  Fruit  Loops  or 
the  New  York  Knicks.  Many  dress  abominably  and  a  few 
walk  around  with  their  shoes  untied,  but  it  is  hard  not  to 
feel  sympathy  for  them. 

When  a  number  of  space  scientists  appeared  before 
Congress  two  years  ago  and  passionately  warned  of  the 
dangers  of  extraterrestrial  fireballs  destroying  the  earth, 
Congressman  Martin  Hoke  of  Ohio  peered  down  at  the 
assembled  brainiacs  and  said,  "I'm  in  a  quandary  trying  to 
[decide]  if  I  should  take  this  seriously  or  not."  (You  almost 
expected  Hoke  to  ask,  "So,  like,  what  are  you,  some  kind 
of  astrophysicist  or  something?")  It  must  have  been  a  most 
hurtful  moment. 

Scientists  are,  after  all,  problem  solvers.  Typical 

human  response  to  danger  is  simple,  fight  or 

flight,  and  scientists  are  obliged  to  explore  those 

options  in  anticipation  of  a  galactic  emergency. 

Even  if  everybody  laughs. 

Flight?  Forget  it?  Fight?  Perhaps... there  are 
plans  on  the  drawing  board.  True,  the  odds  of 
success  are  remote,  as  "E.T."  Tagliaferri  might 
say.  Then  again,  they 
aren't  zero  either. 
The  two  main 
challenges  in 
dealing  with 
your  average 
molten   ball 
screaming  through 
the  heavens,  say  experts, 
are:  first,  locating  it  and,  second,  deflecting  it. 

Fortunately,  asteroids  are  relatively  easy  to  track,  and 
current  computer  models  duplicating  their  orbits  indicate 
that,  for  the  moment,  we  look  okay,  collision-wise.  But 
that  only  applies  to  the  asteroids  we  know  about.  NASA 
estimates  that  there  may  be  as  many  as  2,000  potentially 
dangerous  asteroids  out  there,  yet  only  about  200  have 
been  identified. 

And  comets?  Ten  new  comets  enter  the  solar  system 
each  year,  but  they  don't  become  visible  until  heated  by 
the  sun  and  their  tails  begin  to  glow.  So  the  trick  is  spot- 
ting them  in  time.  "Long-period  comets  are  a  real  hazard," 
Edward  Bowell  of  the  Lowell  Observatory  told  me.  "It's 
possible  that  you  might  only  get  about  a  year's  warning 
from  discovery  to  time  of  impact." 

So  why  don't  we  have  people  out  nervously  scanning 
the  firmament  for  asteroids  and  comets?  We  do — about 
a  dozen  people,  worldwide.  "Obviously,  we  see  just  a  tiny 
fraction  of  what's  out  there  because  at  current  levels  we  can 
monitor  only  small  slices  of  the  sky,"  said  conference  at- 
tendee Richard  Binzel,  professor  of  astronomy  and  plane- 
tary science  at  MIT.  "That's  the  big  problem." 

But  let's  say  you  do  spot  one  of  these  titanic  killers  bul- 


Mr;  Morrison: 

asteroids,  yes,  sir; 
one's  named 
after  me.JJ-j'' 
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leting  toward,  say,  Seattle?  What  then? 

"The  first  thing  you  need  to  know  is  what  it's  made  of, 
ice  or  rock,"  said  physicist  John  Remo,  chairman  of  the 
NEO  conference.  "Then  you  determine  whether  you  want 
to  detonate  a  bomb  on  its  surface  and  break  it  up,  or  ex- 
plode a  device  from  a  distance  and  try  to  deflect  its  course." 

Sounds  good,  but  it  might  not  be  quite  that  simple  in 


.1      ^.-^BT 

practice.  "We  might  end  up  making 
the  situation  worse,"  Tagliaferri  ex- 
plained. "For  example,  we  could  get 
all  the  way  out  there  with  the  wrong 
kind  of  explosive  device  for  the  job. 
Or  we  could  blow  up  an  asteroid  and 
end  up  just  breaking  it  into  ten 
deadly  pieces  instead  of  one.  But, 
you've  got  to  try." 

Unfortunately,  any  decision  about 
what  to  do  would  have  to  be  made 
pronto,  right  after  discovery,  at  a 
time  when  the  object  might  be  noth- 
ing more  than  a  blurry  pin  prick  on  a  photo  of  the  night 
sky.  Quick  response  time  is  critical  because  the  distance 
necessary  to  ensure  that  your  bomb  will  blow  the  object 
up  safely,  or  turn  it  in  time  to  avoid  collision,  is  10  to  50 
million  miles.  And  you've  got  to  get  out  there,  fast. 

Which  brings  up  one  last  problem:  delivering  the 
bomb.  At  the  moment,  earthling  spacecraft  are  not  blessed 
with  long  burn  times.  Meaning,  they  generally  aren't  built 
to  go  far  enough,  fast  enough  for  a  deep  space  rendezvous 
with  a  comet  doing  20  miles  per  second.  In  other  words, 
we  got  no  rocket. 

So  it  was  that  the  Congress  learned  of  the  need  for  bet- 
ter telescopes,  more  staff,  and  one  hell  of  a  fast  rig.  Sticker 
price?  At  least  50  million  bucks.  Think  of  it  as  universal 
health  insurance,  the  scientists  said.  Literally. 

California  Democrat  George  Brown,  former  chairman 
of  the  House  Science  Committee,  and  himself  a  former  en- 
gineer, predicted  an  "easy"  sell  on  the  Hill  in  1993.  But  that 
was  back  when  the  Democrats  controlled  the  Congress, 
and  before  Republicans  announced  plans  to  reduce  science 
spending  to  about  $25  billion  annually  by  the  year  2000 


Tunguska  Aster- 
oid clear-cutting, 
Siberia,  1908, 
(left).  The  Peek- 
skill  (N.Y.)  Mete- 
or's collision  with 
a  Chevy  Malibu, 
1992  (below). 


(from  the  current  level  of  $32  billion),  much  of  it  in  spaa 
related  research.  In  politics,  1993  was  light  years  ago. 

"Zero,"  was  Brown's  response  when  I  phoned  him  t 
calculate  the  odds  now  for  that  easy  $50  million  in  toda> 
budget-cutting  Congress.  "I  think  we  may  see  $6  millic 
or  $7  million  which  could  be  used  to  upgrade  some  tel< 
scopes,  and  that's  better  than  nothing." 

Before  you,  as  taxpayers,  decide  whether  or  n< 
you're  willing  to  spend  even  that  amount  on  glob 
insurance,  you  should  be  aware  that  there  is  01 
nightmare  scenario  that  all  the  money  in  the  wor 
could  do  nothing  to  stop.  It  goes  like  this:  a  massi' 
comet  heading  out  of  deep  space  on  a  point-blar 
course  for  the  earth  goes  undetected,  not  because  1 
one  is  looking,  but  because  J 
motion  is  hidden  by  its  direct  tr 
jectory,  and  so  the  object  does  n 
appear  to  be  moving  against  t 
night  sky.  The  dot  in  the  s 
grows  bigger  and  bigger  until 
is  too  late  to  do  anything  about 
On  the  last  night  the  coir 
will  appear  as  big  as  the  moc 
And  the  next  day,  we  will 
marching  into  Glory.  There  v 
be  nowhere  to  hide,  and  not 
ing  to  do  on  that  final  eveni 
but  lie  out  in  the  backyard  w 
a  carton  of  Camel  straights  a 
a  case  of  Ch.  Petrus  '61  hui 
ming    "Nearer    My   God 
Thee."  You  won't  be  around 
the  hangover. 

This  is,  of  course,  only  ad. 
tant  possibility,  and  no  one  at 
was  sketching  this  doomsc 
scenario  the  evening  the  Near-Earth  Objects  conferei 
broke  up  and  the  scientists  sped  out  of  the  United  Natic 
building  in  a  flurry  of  carry-on  luggage,  headed 
Kennedy  Airport.  Far  above  the  rush-hour  mess  on  F: 
Avenue,  the  sky  had  turned  a  velvet  blue  as  dusk  made  v 
for  night. 

"It's  ironic,"  said  John  Remo.  "Did  you  know  t    \ 
comets  are  made  up  in  large  part  of  carbon,  and  that  so 
of  the  molecules  are  very  complex?  Some  people  thi 
though  it's  never  been  pr6ven,  that  comets  striking 
earth  may  have  provided  the  material  from  which  carb< 
based  Hfe  on  earth  evolved.  Comets  may  be  where  we  ca 
from,  and  we're  talking  about  blowing  them  up.  Funn 
One  by  one,  the  planetary  scientists  tore  away  in  ta 
New  York's  manned  vehicles,  yellow  fireballs  identify : 
by  random  orbits,  bald  tires  and  piercing,  abrasive  ra ,' 
signals  emanating  from  within.  To  the  static  obsei  I 
alone  on  the  curb  it  looked  for  all  the  world  as  if  collisi  > 
were  imminent.  Statistically,  of  course,  the  odds  were  ^ 
mote  that  anything  would  actually  happen  as  they  hun 
toward  the  airport,  but  the  odds  weren't  zero  either.  • 
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Le  1995  Rolex  IMS  International  Championship: 
A  new  event,  an  age-old  challenge. 


Since  the  first  sailing  craft  were  built,  their 
{.eatest  challenge  has  been  that  posed  by  the 


i'i. 


So  when  the  yachts  gather  from  around  the 
I^rld  for  this  year's  Rolex  IMS  International 
Ciampionship,  they  may  be  racing  in  a  two- 
yar-old  competition,  but  they  will  also  be  facing 
a  old  adversary. 

Throughout  the  week-long  competition 
cjanized  by  the  Seawanhaka  Corinthian  Yacht 
Cub,  crews  will  face  the  ultimate  test  of  wind 
aid  waves,  over  a  variety  or  sailing  courses. 

It  should  therefore  come  as  no  surprise  that 
Filex  is  associated  with  this  event  —  Rolex 
tiiepieces  have  already  proven  themselves  on 
evry  sea  and  ocean  around  the  world. 
!    As  an  example  of  perfect  ocean- 
g<ng  design,  a  Rolex  Oyster 


Submariner  is  the  equal  of  any  of  the  yachts  that 
will  assemble  in  Long  Island  Sound. 

The  self-winding  perpetual  movement  is 
protected  by  the  specially  designed  Oyster  case. 
Sculpted  from  solid  metal,  using  as  much  as 
sixty  tons  of  pressure,  the  patented  Oyster  case 
is  elegant  yet  rugged  and  capable  of  resisting  the 
pressure  1,000  feet  below  the  ocean's  surface. 

The  sailors  who  assemble  for  the  Rolex 
IMS  International  Championship  will  tell 
you  that  to  win  will  take  performance  and 
endurance,  qualities  that  a  Rolex  Oyster 
Perpetual  Submariner  obviously  possesses. 

It  seems  a  fitting  prize  for  those  who 
overcome  the  challenge  not  only  of  the 
competition,  but  also  the  oldest 
adversary  of  all.  \\I// 


^ 


The  Rolex  Oyster  Perpetual  Submariner  Date  Chronometer  in  Stainless  Steel. 
For  a  Rolex  brochure,  please  write:  Rolex  Watch  I TSA  Inc.,  Dept.  743,  66  5  Fifth  Amine,  New  York,  Nl '  10022-  5  T8J. 
\event  information, please  contact:  Seawanhaka  Corinthian  Yacht  Club,  Centre  Islam),  Oyster  Bay,  New  York  1 1771.  Tel:  516  922  6200 / Fax:  516  922  6201 

Balex,  W  -  Oytler  Perpetual,  Submariner  and  Relex  I, US  International  t  'hampumjbip  are  trademarks. 
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More 
Good  News 

from 
THAILAND 


A  business  trip  to  Thailand  is  always  a  memorable 
and  pleasant  experience.  Not  only  can  you  meet  all  your  business 
needs,  you  can  also  enjoy  one  of  Asia's  most  facinating  cultures 
and  one  of  the  orient's  most  exciting  cities   -   Bangkok! 

Visit  one  of  the  following  annual  shows  and  experience 
why  more  and  more  international  buyers  and  entrepreneurs 
are   making   Thailand  their   "must  attend"    destination. 

You  are  invited  to  : 

tt    Thailand  Food  Fair  '95 

-Food  Products    25-28  June  1995 
it    Bangkok  Gems  Jewelry  Watch  &  Clock  Fair  '95 

■Gemstones,  Jewelry,  Watch  &  Clock    5-9  September  1 995 
it    Thailand  Printing  Service  Exhibition  '95 

■Printing  Service    2 1  -24  September  1 995 
it     Bangkok  International  Fashion  Fair  '96 

■Garment,  Fashion  Accessories    15-20  January  1996 
it    Bangkok  International 

Gift  Decorative  and  Housewear  '96 

■Household  Products,  Decorative  Items    April  1 996 
it     Bangkok  Gems  Jewelry  Watch  &  Clock  Fair  '96 

-Gemstones,  Jewelry,   Watch   &  Clock  March    1996 


<^^THAILAND 


The  Department  of  Export  Promotion  proudly  pres* 
The  Thailand  Permanent  Exhibition  Hall.  Specific 
designed  to  offer  foreign  buyers  efficient  one-stop  sourcing, 
Permanent  Exhibition  Hall  is  much  more  tlian  just  an  e. 
showcase.  It  offers  foreign  buyers  a  complete  range  ofserv 
including  trade  information  enquiries  and  detailed  proa 
viewing,  negotiating  rooms  and  office  support  facilities, 
products  displayed  are  a  representative  cross-section  of 
quality  manufactured  goods  available  for  export  from  Tliaih 

Thailand -Your  "<nuid  atUiU!'  Destinath 


Department  of  Export  Promotion 
Ministry  of  Commerce 

22  77  Racnadapisek  Road  Bangkok  Thailand  10900 

Tel    i662>511-5066-77  513-1909  Telex    82354  DEPEP  TH  Fa«    l! 


=A  Gentleman's  Guide  to  the 


NTERNET 


A  sampling  of 
\the  civilized  cybersites 

By  William  F.  Ai.lman 


'f  you  feel  a  little  bit  superior 
every  time  the  Internet  is  men- 
tioned— superior  because  you 
Iroudly  know  nothing  at  all  about 
I — you  have  every  reason  to  feel  jus-    ' 
Ified.  The  'Net  is  still,  in  the  end, 
rorthless.  It  is  possible  to  cruise 
hrough  life  without  ever  getting  near 
lie  information  superhighway.  Then  again, 
lie  same  could  be  said  for  sailing  down  the 
langes,  bone  fishing  on  some  remote  shore,  or  going 
I  hear  a  Bach  chorale  in  a  beautiful  old  cathedral. 
I  Perhaps,  too,  your  reluctance  to  go  digital  was  fos- 
tyred  by  a  suspicion  that  the  vast,  interconnected  ma- 
ux  of  computer  networks  was  somewhat. .  .uncivilized, 
yell,  fret  no  more.  You  may  be  surprised  to  find  that 

.'en  in  cyberspace  there  are  men  and  women  of  taste, 
jilture  and  good  breeding,  and  it  can  be  a  place  of 
Hrendipitous,  even  urbane,  pleasures.  On  the  'Net  you 
In  find  a  fine  cigar  or  a  good  pinot  noir;  you  can  find 
l)-to-the-minute  exchange  rates  for  rubles,  or  where 
I  get  a  great  deal  on  a  Bugatti. 

B  The  recent  civilitv  of  the  'Net  coincides  with  the  ex- 
lasion  of  the  World  Wide  Web,  a  collection  of  "sites" 
bating  in  the  cybernetic  aether.  Each  site  harbors 
inks" — trap  doors,  of  a  sort — that  lead  to  other  related 

|es  at  different  spots  around  the  world. 

1  It  is  a  bit  like  channel  surfing  on  television — though 
the  Internet  there  are  millions  of  channels.  Stop  at 


the 
White  House 
Web  site,  for  instance,  and  you  can  take  a  tour  of  the 
place,  or  see  Al  Gore's  favorite  political  cartoons.  Of 
course,  the  Web  is  bi-partisan:  sites  are  devoted  to 
Newt,  Rush,  and  just  about  every  hue  in  the  political 
spectrum.  One  of  the  latest  developments  on  the  Web 
is  "audio  on  demand,"  which  enables  users  to  hear  ev- 
erything from  top-of-the-hour  news  to  the  audio  track 
of  episodes  from  "You  Bet  Your  Life." 

Happily,  getting  on  the  Web  is  a  breeze.  Nearly 
every  major  commercial  online  network,  including 
CompuServe,  America  Online,  Prodigy  and  the  newly 
launched  Microsoft  Network,  all  offer  Web  access  as 
part  of  their  service,  and  there  are  other  smaller  online 
outfits  as  well.  Simply  put  their  disk  in  your  computer, 
click  "install,"  plug  your  phone  line  into  your  modem 
and  you're  ready.  No  one  service  is  best  for  everybody, 
but  since  most  of  them  offer  free  trials,  shop  around. 
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If  you  are  already  on  a  commercial  service  but  haven't 
tried  Web  surfing,  navigate  to  your  service's  Internet  area 
(check  the  index  or  search  under  the  keyword  "Internet"), 
and  follow  the  directions  when  you  get  there. 

We  won't  recommend  any  brand  of  computer,  but  it 
should  have  a  color  screen  (for  the  pretty  graphics)  and 
a  somewhat  fast  processor  (you  can  muddle  by  with  a  386, 
but  a  486  or  Pentium  is  better).  The  most  crucial  piece  of 
equipment  you'll  need  is  a  fast  modem,  the  gizmo  that 
shuttles  data  up  and  down  the  phone  lines  to  your  com- 

Travel 


puter.  The  faster  the  modem,  the  faster  your  compu 
screen  will  be  filled  in  with  the  bits  that  make  up  t| 
photos.  The  top-of-the-line  modem  is  now  at  28,800  H 
per  second  and  costs  less  than  $200. 

The  biggest  problem  with  cyberspace  is  that  then! 
so  damn  much  of  it.  To  help  you  get  started  on  the  hid 
way  to  happiness,  the  team  of  FYI  cybernauts  h;[ 
rounded  up  a  list  that  caters  to  your  kind  of  taslj 
Herewith  is  an  exclusive  FYI  listing  of  the  jauntiest  si  I 
in  cyberspace.  • 


AROUND  THE  WORLD  IN  80  CLICKS 
http://www.coolsite.comyarworld.html 

THE  VIRTUAL  IRISH  PUB 
http://www.misty.com/ulysses/vip/index.html 

THE  VILLAGE  VOICE  ESSENTIAL 
GUIDE  TO  NEW  YORK  AT  NIGHT 
http://mosaic.echonyc.com/~voice/nighttit.htm 

ALL  ADVENTURE  TRAVEL 
http://165.90.128.4/cgibin/var/tours/weleome.htmj 

1CDC  HOME  TRAVEL  INFORMATION  PAGE 
http  -.//www .  cdc .  gov/tr  avel/tr  avel .  html 
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PNET  SPORTSZONE 
tp://ESPNET.SportsZone.com 

IE  MARINER'S  NET 

tp  ://www .  aztec .  com/pub/aztec/mar  iner/ 

?L  SmELINES 
tp  ://nflhome  .com/ 

L 

IE  MICHAEL  JORDAN  PAGE 
1  tp://gagme.  wwa.com/~boba/mjl.  html 
i 

IE  SNOWPAGE 

tp://rmd-www.mr. ic.ac.uk/snow/snowpage.html 

TE  VIRTUAL  SHOWROOM 
tp://vmarketing.com/autohp.html 

5LONET(TM 
tp  ://cy  cling .  org 

DUNTAIN  BIKING  IN  THE  UNITED  STATES 
tp  ://xenon.  stanford.edu/~rsf/mtb-usa.html 

(E  TENNIS  SERVER  HOMEPAGE 
;p://www.tennisserver.com/ 

[E  VmTUAL  FLYSHOP 
p  ://rmii .  com/~flyshop/ 

tE  19TH  HOLE 

p://www. sport.net/goh7index.html 

E  WORLD  SQUASH  FEDERATION 
p://www.ncl.ac.uk/~npb/WSF/index.html 


ulture 


THE  OPERA  SCHEDULE  SERVER 
http://www.fsz.bme.hu/opera/main.html 

THE  PARIS  REVIEW 
http://www.voyagerco.eom/PR/p.toc.html 

THE  SMITHSONIAN  INSTITUTION 
http  ://www .  si .  edu/organiza/mallmap .  htm 

NATIONAL  AIR  AND  SPACE  MUSEUM 
http  ://www .  nasm .  edu 

^ _ . ^SHAKESPEARE  HOMEPAGE~ ~ 

[_ht_I_:  //the- tech  .mi  t.  edu/Shakespear  e/wor  ks .  html  J 

ELECTRONIC  CHAUCER 

http://lummi.stanford.edu/Media2/ASD/ASD_ 

Homepage/ElectChaucer.html 

TRIBAL  VOICE 

http://www.tribal.com/ 

BROADWAY  WORLD- WIDE 
http://webcom.com/~broadway/ 

WEBMUSEUM:  THE  WEBMUSEUM  NETWORK 
http://mistral.enst.fr/wm/net/ 

WELCOME  TO  THE  WORLD  OF  CLASSICAL  MUSIC 
http://classicalmus.com/ 

MUSIC  ON  THE  NET 

http://www.einet.net/galaxy/Leisure-and- 

Recreation/Music/douglas-bell/Index.html 

MOVIELINK 
http://www.movielink.com 
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A  GOOD  NUMBER  OF  YEARS    VGO,  I  WAS  THE  CHIEF 

Mate  in  a  freighter  that  was  operating  in  the  North 
Atlantic  trade  routes  from  New  York  and  mid-Atlantic 
coast  ports  to  Great  Britain  and  Northern  Europe. 
Cro  .sings  normally  drift  into  a  routine  of  the  days  rolling 
by,  one  into  next,  as  the  crew  goes  about  its  chores.  But 
on  one  particular  voyage  we  would  have  an  extra  duty  to 
perform:  burying  Jim  Locke  at  sea. 

Locke,  our  old  Chief  Steward,  had  been  ashore  on  sick 
leave  when  the  doctors  told  him  that  if  he  quit  drinking  he 
might  have  another  six  months  or  a  year  to  live.  Otherwise, 
they  said,  he  was  a  dead  man.  Upon  hearing  that  news,  Chief 
Steward  Locke  evidently  dragged  a  case  of  Johnnie  Walker 
Red  up  to  his  room  and  died  without  finishing  the  case. 

Locke  stood  about  six  foot  five  and  had  a  frame  with- 
ered from  alcohol,  and  when  he  had  a  snootful,  his  eyes 
slanted  and  made  him  look  something  like  a  wolf. 

He'd  had  an  interesting  life,  though.  He'd  been  a  one- 
time heavyweight  champ  of  the  U.S.  Navy  Atlantic  Fleet, 


He 


and  had  sparred  with  Jack  Dempsey.  He  also  claimed 
have  been  newspaper  columnist  Dorothy  Thompso 
lover,  and  liked  to  tell  about  the  night  he  fell,  stark  nake  j  ■[•< 
from  her  second  floor  window  while  struggling  to  ope 
bottle  of  Champagne.  (He  said  that  he'd  landed  on  t 
canopy  outside  and  slid  to  the  street,  the  bottle  unbrok 
much  to  the  surprise  of  the  doorman  who  discree 
handed  him  a  coat.) 

After  dinner  one  evening,  a  few  days  out  of  New  Yo 
the  Master,  Captain  Campbell,  called  me  into  his  offi 
On  the  Old  Man's  desk  was  a  can,  and  he  told  me  to  p 
it  up.  I  remarked  that  it  felt  heavy. 

"It's  got  Jim  Locke  in  it,"  he  said,  explaining  that  i 
Chief  had   been   cremated   ashore.   "We're   going 
burv  him  at  sea." 

Captain  Campbell  was  one  of  those  old  timers  who  1 
come  up  "through  the  hawse-pipe,"  from  ordinary  searr 
to  Master.  He  measured  three  axe  handles  across  I 
shoulders,  and  the  knuckles  of  both  his  hands  were  gnar 
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pm  a  lifetime  of  hard  work  amid  salt  spray.  His  face  often 
sembled  that  of  a  bulldog  regarding  a  cornered  cat,  but 
1  that  moment,  as  he  stared  at  the  can  on  his  desk,  his  fea- 

res  were  soft  with  sadness. 

"Did  vou  know  Locke  well?"  I  asked. 

"We  hoisted  quite  a  few,"  he  said.  "Quite  a  few." 
I  As  a  practical  matter,  the  captain  wasn't  sure  scatter- 
15  Locke's  ashes  at  sea  would  actually  work.  It  was  one 
kng  to  slide  a  200-pound  corpse  off  a  hatch  board,  but 
lues  were  another  matter.  The  burial  instructions  called 
|-  spreading  the  remains  over  the  waters,  and  although 
[;  ship's  engines  would  be  stopped  for  the  ceremony, 


(.Wain  Campbell  (background,  in  dark  uniform)  and  the  author  (in  khaki  uni 
fsn,  at  right)  strive  for  sober  dignity  before  their  Chief  Steward's  final  voyage 


tie  is  alwavs  an  updraft  along  a  ship's  tall  sides.  The 
w.)le  ritual  might  turn  out  to  be  an  embarrassment,  old 
L  ke  flying  all  over  the  place,  stumbling,  so  to  speak,  to 
tjonly  place  he  had  left  to  go.  It  was  undignified,  the 
G^tain  believed;  the  man  deserved  better. 

n" he  Old  Man  contemplated  the  can  for  some  minutes 
wnout  dredging  up  a  solution,  and  finally,  resigned, 
I,  "After  coffee  time  in  the  morning,  then.  Post  no- 
«  for  all  hands." 
Bfes,  sir,"  I  said,  and  made  a  move  to  leave. 

Bit  down,  mister,"  he  said.  "We're  burying  a  shipmate." 
("ampbell  opened  a  desk  drawer  and  produced  a  bottle 
of>hnnie  Walker  Red.  "Let's  have  one  with  old  Jim." 
when  the  bottle  was  half  empty  I  felt  the  stirring  of 
Jjpea — a  solution  to  the  Locke  problem.  When  the 
lie  was  a  bit  more  than  halfway  down,  I  found  the 

C™ge  to  speak  it. 
it  was  that  a  bosun  was  summoned  to  the  Master's 
ers  and  ordered  to  bring  a  funnel  and  some  shackles, 
I  leave.  And  so  it  also  was  that  the  Master  and  the 
*f  Mate  finished  said  bottle,  strictly  against  company 
.My,  before  accommodations  could  be  secured.  Old  Jim 
(■ared  reluctant  to  change  berths  at  first,  perhaps  due  to 
Bampness  of  his  new  quarters,  but  with  some  encour- 


agement the  transfer  was  accomplished.  Or  nearly.  It  was 
with  some  chagrin  we  discovered  that  a  goodly  amount 
of  Jim  had  managed  to  wind  up  on  the  Old  Man's  desk 
top.  He  was  respectfully  brushed  onto  the  carpet  with 
muttered  apologies. 

We  then  proceeded  to  the  lee  side  of  the  cabin  deck. 
The  Old  Man  wanted  to  go  back  for  the  Bible,  but  I 
allowed  as  how  this  was  actually  an  informal  ceremony. 
"Well,  something  should  be  said,"  the  Captain  insisted. 
I  agreed,  and  as  we  stood  there  looking  out  at  the 
dark  sea,  a  refrain  from  an  old  German  sailor's  song 
came  to  me.  "No  roses  bloom  on  a  seaman's  tomb,  only 
the  seagulls  cry." 

Then  I  tossed  the  bottle  as  far  as  I 
could  away  from  the  ship.  It  was  over- 
cast and  there  was  no  moon,  but  I  saw 
the  bottle  as  it  passed  into  the  loom  of 
the  stern  light. 

The  next  morning,  all  off-duty 
hands  were  mustered  aft  on  the  port 
side  by  number  four  hatch.  The 
weather  was  hazy  with  a  slight  swell 
running.  The  bridge  signaled  the  en- 
gine room  to  stop  engines.  The  can, 
weighted  now  with  shackles,  was 
placed  on  the  hatch  board  and  draped 
with  the  American  flag. 

Captain  Campbell  opened  the  Bible 
and  began  reading  from  the  Book 
of  Job.  "Man  that  is  born  of  woman 
is  of  few  days  and  full  of  trouble. 
He  cometh  forth  like  a..."  The  Old 
Man  paused  and  began  to  cough  rasp- 
ingly.  The  restless  crew  stirred,  no  doubt  reminded  of 
their  own  mortality.  After  a  few  minutes,  the  Captain 
began  reading  again.  "Wine  is  a  mocker,  strong  drink 
is  raging..."  He  had  lost  his  place  and  was  now  reading 
from  Proverbs,  a  goodly  distance,  as  the  Bible  goes,  away 
from  Job.  Then,  hopelessly  adrift  and  unable  to  find  his 
original  heading,  the  Old  Man  did  what  any  good  seaman 
would  do,  he  jury-rigged,  saying  what  a  fine,  generous 
shipmate  Jim  was,  and  ending  with,  "...and  so  we  com- 
mit his  body  to  the  deep." 

The  hatch  was  lifted,  three  long  blasts  of  the  ship's 
whistle  rang  up  "Full  Ahead,"  and  as  far  as  the  crew  was 
concerned,  Jim  went  on  to  his  Maker. 

"Man  has  a  short  time  to  live,"  begins  the  version  of  Job 
once  used  by  the  old  shellbacks  in  square  riggers.  "He  goes 
up  like  a  topmast  staysail,  and  comes  down  like  a  flying  jib." 
I  went  to  the  ship's  bridge,  poured  some  coffee  from 
the  eternal  pot,  and  watched  as  the  Third  Mate  made  the 
burial  entry  in  the  log  book.  Jim  was  sailing  astern  now.  Or 
at  least  most  of  him  was.  Whatever  stayed  behind  was  just 
a  dusting  on  the  Old  Man's  shoes.  • 

Former  Master  Mariner  Paul  S  C  H I FFM  A  N  is  a  bartender 
and  free-lance  writer  in  New  York  City. 
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OAK    ISLAND    UPDATE) 


'FOR  SALE.  Tree-studded 


Oak  Island,  off  coast  of  Nova 


Scotia.  Complete  with  built-in  200-year-old  treasure  hunt. 
Labyrinth  of  underground  tunnels,  12-ton  stone  markers, 
a  number  of  vertical  shafts,  several  pieces  of  rustic  (and 
rusty)  drilling;  and  mining-  equipment,  spread  out  over  128 
sumptuous  acres  with  central  dirt  road  ideal  for  hauling* 
out  billions  of  dollars  in  treasure  trove.  Fine  rocky  beach- 
es, only  slightly  marred  by  centuries-old  cofferdams,  tun- 
nels and  several  shafts.  Unique  opportunity  to  continue 
search  for  treasure  possibly  related  to  the  Spanish  plun- 
der of  Inca,  Mayan  and  Aztec  civilizations,  or  secret  stash 
of  Sir  Francis  Drake,  or  the  missing-  original  works  of 
Shakespeare  as  written  by  Francis  Bacon.  Will  sell  only  to 
a  good  family  with  obsessive  traits.  No  tirekickers,  please." 
BY  MICHAEL  TAYLOR 
ILLUSTRATIONS    BY    JOHN    ROBINETTE 


Well,  yes,  the  ad  is  apocryphal 


and  maybe  it  never  will,  but  there  are  a  few 
indications  that  the  treasure 
hunters  who  have 
been  poking  and 
prodding  and  digging 
around  Oak  Island  for 
the  past  30  years — and 
they  are  only  the  latest  ■ 
in  a  line  stretching  back 
two  centuries — may  be 
ready  to  pass  the  quest 
along  to  somebody  else. 
Actually,  they're  not 
ready  at  all  to  release  the 
obsession  they  have  with 
Oak  Island.  It's  just  that  it 
gets  kind  of  discouraging  if 
you've  sunk  a  myriad  of 
holes,  pummeling  the  east 
end  of  the  island  with  so 
much  excavation  and  earth- 
moving  that  by  now  it  looks 
like  a  B-52  bombing  range,  and 
you  have  to  admit  that  the 
damn  thing,  whatever  it  might 
be,  is  still  out  of  reach. 

The  idea  in  treasure  hunting,  or  at  least  the 
ideal,  is  that  you  have  found  a  good  lead  on  a  trea 


2£ 
"73 


i 


C.A*1 


m 
i  frd 

away  froiu.;t. 
this  hunt.  "This  gets  bette   , 
Look.  There's  the  scoop.  And  there's  tr.  , 
vertical  post.  See  the  chest?  See  the  tur    .. 
'Hon — Having  a         nel?"  We  are  looking  at  a  tape  a  televisio  :, 
wonderful  time  on  Oak    probe  made  in  1972  and,  actually,  it  is  di 
'  Island.  Lots  of  holes       ficult  to  see  what  he's  talking  about.  Bi 
here.  Found  a  rusty  old    if  you  let  your  mind  relax  for  a  minut 


sure  and  vou  spend  a  minimal  amount  of  time  and    coin  on  the  beach  today,    then  you  do  begin  to  see,  through  tl 
money  snooping  around  until  one  day,  you  find         Maybe  it's  worth         murk  of  a  watery  cavern  more  than  2C_ 
your  fortune.  Dig  a  little,  get  a  lot.  With  Oak     something?  Miss  you."    feet  underground,  the  vague  outlines  < 
Island,  so  far,  it  has  worked  in  about  the  opposite  man-made  tools.  Six  months  before  th; 

way:  dig  a  lot,  drill  dozens  of  holes,  in  fact,  hundreds  of     tape  was  made,  Blankenship  had  been  watching  the  moi 


feet  down.  Find  no  fortune. 

We  are  in  the  house  Dan  Blankenship  built  on  Oak 
Island  a  few  years  after  he  first  learned  of  the  treasure  hunt 
from  a  1965  Reader's  Digest  article  and  shortly  before  he 
came  to  stay  on  the  island  for  good.  It  is  a  balmy  summer 
day,  and  Oak  Island  looks  and  feels  like  the  kind  of  haven 
a  visiting  yachtsman  might  easily  tuck  into — on  the  north 
side  is  a  protected  harbor,  within  rowing  distance  of  the 
nearby  Oak  Island  Inn  with  its  tennis  courts  and  restau- 
rant. It  feels  like  coastal  Maine  here,  with  soft  breezes 
wafting  through  pine  and  spruce  trees,  and  seagulls  caw- 
ing overhead.  Blankenship  is  now  past  70  and  he  has  been 
here  for  nearlv  30  years,  after  chucking  a  successful  career 
as  a  general  contractor  in  Florida. 

He  slides  a  tape  into  the  VCR  and  fast-forwards  it. 
Suddenly  a  grainy  blur  appears  on  the  television  screen, 
and  a  camera  moves  slowly  back  and  forth.  It  looks  like  a 
sea  of  gray,  nothing  else.  "Wait  a  minute,"  he  says  with 
the  excitement  of  somebody  who  is  never  going  to  walk 


itor  of  the  closed-circuit  camera  that  was  over  230  fe 
down  the  shaft  he  calls  Borehole  10-X.  Across  the  scree 
he  says,  floated  a  severed  human  hand.  Later,  the  came 
would  pick  up  the  outline  of  wood  boxes  and,  in  one  co 
ner  of  this  underground  cavern,  a  preserved  body  slumpe 
on  a  chest.  This  is  the  kind  of  thing  that  gets  a  treasu 
hunter's  blood  moving. 

The  first  time  anybody  Teally  got  this  excited  abo' 
Oak  Island  was  in  the  summer  of  1795,  when  a  boy  nam< 
Daniel  McGinnis  rowed  out  to  the  island  and  tht 
tromped  about  a  mile  through  the  woods  to  the  easte 
end.  On  the  top  of  a  small  hill,  he  found  an  oak  tree  wi 
a  branch  that  had  been  cut  off.  Beneath  the  stump  w 
a  wide  and  shallow  depression  in  the  earth.  Buried  tre 
sure?  Of  course.  This  part  of  the  Canadian  coast  was  wi 
known,  in  the  late  18th  century,  as  a  haunt  for  pirate 
Daniel  raced  back  home  and  got  a  couple  of  friends  ai 
some  shovels.  Two  feet  down,  the  boys  hit  a  layer  of  fla 
stones  and  under  it  found  a  13-foot  wide  shaft.  Ten  fe 
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hasn't  appeared  yet, 


l»wn,  they  found  a  layer  of  logs,  tightly  pressed  together. 
mm  feet  further  was  another  log  platform  and  ten  feet 
Blow  it,  another.  At  this  point,  exhausted,  they  aban- 
I  ned  the  expedition  because  nobody  else  would  come 
lip  them.  But  a  group  of  local  businessmen  began  their 
mm  Oak  Island  treasure  hunt  in  1803,  and  as  they  dug 
Bwn  through  the  pit,  they  discovered  charcoal  and  co- 
■nut  fiber  and  more  log  platforms,  at  ten-foot  intervals. 
I  90  feet,  they  found  a  stone,  inscribed  with  hiero- 
Aphics  that,  according  to  one  translation,  said,  "Forty 
It  below,  two  million  pounds  are  buried."  The  thing 
nut  treasure  hunters  is  that  they  are  prone  to  believe 
■ormation  that  corroborates  their  hunches.  No  matter 
Hit  the  translation  has  been  dis-  |^£HIHHHHI 
Ited  over  the  years. 
■The  next  discovery,  however, 
Ide  everybody  forget  the  stone — 
Bvould  take  the  hunt  into  an  en- 
■rly  different  dimension. 
■At  98  feet  down,  the  diggers  hit 
■nefhing  hard,  perhaps  a  treasure 
Bst,  and  so  they  returned  home 

■I  came  back  in  the  morning  to  try 

ail  drill   through   it.   What   they 

fend,  instead,  was  that  their  shaft 

a.  nearly  full  of  sea  water.  When 

my  tried  to  bail  it  out,  the  water 

mt  coming  back  in.  This  was  the 

w^le  sorry  secret  of  Oak  Island,  and 

■/as  only  now  coming  to  light. 

Aoever   created   what  was    now 

ca:d  the  Money  Pit  had  also  dug  at 

■t  two  tunnels  from  this  central 

wx — one  to  the  east  shore  and  one 

to'he  south  shore — that  filled  the 

■ney  Pit  with  hundreds  of  thou- 

sils  of  gallons  of  Mahone  Bay  when  the  inscribed  cap- 

Ae  was  removed.  Until  the  stone  was  taken  out,  there 
12  been  a  kind  of  airlock  that  kept  the  bay  at  bay,  so 

A)eak.  When  the  stone  was  unlocked,  in  came  the 

Ar,  flooding  the  shaft  and  preventing  anyone  from 
1  Aing  further. 
|  his  is  the  kind  of  discouraging  news  that  tends  to 

Ae  treasure  hunters  pack  it  in.  Let  someone  else  try.  In 
'  Aniddle  of  the  19th  century,  someone  else  (this  time, 

As  another  consortium)  did  indeed  try,  and  when  they 

dri;d  down  past  98  feet,  the  mining  bit  went  through  oak, 

4  metal,  then  oak  again.  When  they  brought  up  the  bit, 
lA  were  three  links  that  appeared  to  be  from  a  gold 
va-h  chain.  They  long  ago  disappeared. 
A>r  the  next  hundred  years,  various  groups  all  gave  it  a 

wh:k,  each  one  saying  that  this  was  the  time  the  mystery 


At  90  feet, 
the  diggers 
found 
a  stone 

inscribed  with 
hieroglyphics 
that  said, 
"Forty  feet 
below, 
two  million 
pounds 
are  buried." 


would  be  solved.  Artificial  drains  covered  with  filters  made 
of  coconut  fiber  were  discovered  in  Smith's  Cove,  on  the 
east  shore,  and  searchers  finally  linked  the  500-foot  tunnel 
from  Smith's  Cove  to  the  Money  Pit;  not  that  they  could 
effectively  plug  up  the  tunnel,  but  at  least  they  now  knew 
where  it  was.  In  1897,  an  auger  brought  up  a  tiny  piece  of 
parchment,  and  by  1909,  buoyed  by  that  kind  of  exciting 
little  clue,  more  investors  came  into  the  venture,  including 
a  young  Franklin  D.  Roosevelt,  who  kept  tabs  on  the  ex- 
ploration for  the  next  30  years. 

He  wasn't  the  only  one  who  got  hooked.  Then  in 
1970,  D'Arcy  O'Connor,  a  reporter  for  the  Wall  Street 
Journal,  stumbled  across  the  Oak  Island  mystery  when 
he  ran  into  Blankenship  in  a  Nova 
Scotia  bar  while  researching 
Canada's  fishing  industry.  After 
O'Connor's  Oak  Island  story  was 
published,  one  editor  at  the  Journal 
told  O'Connor  that  in  his  30  years 
with  the  paper,  he  couldn't  remem- 
ber any  other  feature  getting  as 
much  mail  from  readers.  O'Connor, 
thoroughly  hooked,  left  the  Journal 
to  write  the  definitive  history  of  Oak 
Island,  The  Money  Pit  (later  retitled 
The  Big  Dig).  Last  year,  an  editor  at 
Smithsonian  magazine  said  in  a  letter 
to  David  Tobias,  the  head  of  the 
current  Oak  Island  treasure  hunt 
group,  that  "we  receive  more  mail 
about  Oak  Island  than  for  any  other 
story  published  before  or  since." 

"I  lived  in  Mahone  Bay  for  eight 
months  when  I  was  doing  the  book," 
O'Connor  said,  "and  everyone  I 
talked  to  around  there  had  some- 
thing to  say  about  Oak  Island.  A  lot  of  it  was  stuff  that 
had  been  passed  down  from  grandparents,  but  there  was 
always  a  grain  of  truth,  and  then  when  I  started  talking  to 
Dan  Blankenship  and  David  Tobias  I  realized  there  was 
more  than  just  a  mystery.  There  were  clues  that  were  being 
brought  up  from  under  the  ground  that  couldn't  be  writ- 
ten off  as  natural  phenomena,  so  I  couldn't  let  go  at  that 
point."  Among  those  clues  were  pieces  of  wood  brought 
up  from  the  underground  workings  and  carbon-dated  to 
about  1575,  and  a  pair  of  scissors  from  17th-century  Mexico. 
The  area  around  Oak  Island  had  no  permanent  settlers 
until  the  middle  of  the  18th  century. 

So  far,  in  addition  to  the  untold  millions  of  dollars 
spent  on  trying  to  unravel  Oak  Island's  mystery,  the  hunt 
has  also  cost  the  lives  of  six  treasure  hunters.  The  worst 
single  catastrophe  came  in  August  1965,  when  Robert 
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Restall,  his  son  Bobbie  and  two  other 
treasure  hunters  collapsed  at  the  bot- 
tom of  a  27-foot  shaft,  possibly  felled 
by  carbon  monoxide  from  one  of  the 
pumps.  Autopsies  found  later  that  all 
four  had  drowned. 

Restall's  widow,  Mildred,  still  lives 
in  the  Mahone  Bay  area  and  is 
doubtful  about  the  possibility  of  any- 
thing being  at  the  end  of  the  Oak 
Island  rainbow. 

"I  never  believed  in  it  from  Dav 
One,"  she  said.  "But  my  husband  did, 
wholeheartedly.  It  would  be  nice  if 
they  found  something.  It  would  jus- 
tify my  husband's  faith  in  the  place." 

Now,  however,  there  are  signs  that 
the  ( )ak  Island  venture  is  changing.  MHMHHH^HH 
It's  not  that  Tobias  is  weary  of  the  mystery,  something 
he  is  convinced  will  be  solved  by  spending  the  $10  mil- 
lion required  to  sink  an  80-foot-wide  reinforced  concrete 
shaft  down  through  the  Money  Pit  until  the  treasure  is 
reached.  But  he  does  wonder,  in  a  practical  way,  if  the 
search  will  ever  end.  And  maybe  it  has  less  to  do  with 
treasure  trove,  the  goal  for  200  years,  than  with  the  exis- 
tence of  the  puzzling  labvrinth  of  tunnels  and  shafts — 
what  thev  were  for,  why  they  were  designed.  Maybe,  he 
says  from  time  to  time,  this  is  an  archaeological  crusade, 
rather  than  a  quest  for  gold. 

More  than  a  year  ago,  with  exploration  on  the  island 
proceeding  slowly,  he  said  he  was  looking  for  "fresh 
blood,"  some  group  or  corporation  that  might  benefit  from 
the  island's  history  and  archaeology.  Earlier  this  year,  he 
found  the  infusion  he  was  looking  for — David  Mugar,  a 
Boston  businessman  who  says  he  has  put  together  "a  first- 
class  team  for  creative  and  media  rights"  at  Oak  Island. 

Mugar  is  cagey  about  his  deal  with  Tobias — he  declines 
to  talk  about  the  specifics,  especially  money — but  says  he 
is  not  really  very  interested  in  the  treasure  itself,  if  it  exists. 
"My  interest  is  more  in  the  history,  geology  and  archae- 
ology and  what's  happened  to  that  island  and  how  it  fits  in 
with  how  the  world  was  200,  300,  maybe  400  years  ago.  I 
think  we've  unlocked  most  of  the  resources  of  informa- 
tion." A  glimpse  of  what  he  plans  can  be  seen  when  he 
mentions  the  possibility  of  a  CD-ROM  that  is,  in  effect, 
a  hunt  through  the  mysterious  maze,  not  unlike  "Myst." 
(He  wouldn't  tell  us  how  to  get  to  the  end.)  And  there  is 
also  talk  of  a  documentary  film  about  the  treasure  hunt. 

Tobias  is  equally  circumspect  about  his  relationship 
with  Mugar.  "We  wanted  to  get  them  in  directly  and  in- 
directly, not  just  with  money  but  in  a  way  in  which  they 
can  contribute  to  the  project  in  diflerent  ways.  And  I 
think  we  were  fortunate  to  run  across  somebody  with 
Mugar's  reputation." 

According  to  his  PR,  Mugar  is  an  "investor,  business- 
man and  philanthropist."  He  is  also  the  son  of  a  man  who 
started  a  profitable  supermarket  chain  in  New  England.  In 


The  thing 
about  treasure 
hunters  is 
that  they  tend 
to  believe 
information 
that  corrobo- 
rates their 
hunches 


1993,  Mugar  sold  his  Boston  televi 
sion  station,  WHDH-TV,  for  $21 
million,  some  of  which,  presumablv 
will  be  sunk  down  Borehole  10-} 
and  other  Oak  Island  shafts.  F 
does  not  own  a  major  chunk  of  th 
Island  itself.  Yet. 

Tobias's  group — known  as  Th 
Oak  Island  Exploration  Co./Tritoi 
Alliance  Ltd. — owns  96  of  the  is 
land's  128  acres.  Another  28  acres  ar 
owned  by  Fred  Nolan,  who  ha 
been  there  even  longer  than  Tobia 
and  Blankenship. 

Nolan  has  been  poking  around 
swamp  he  owns  west  of  the  Mone 
Pit  and  is  convinced  the  treasure  lit 
under  his  land  and  that  the  Mone 
Pit  was  simply  a  decoy.  He  and  th 
Triton  camp  have  feuded,  in  an 
out  of  court,  for  at  least  20  year 
Occasionally,  they've  tried  to  make  peace  so  the  hunt  ca 
be  a  joint  effort,  but  it  hasn't  worked  out.  Nolan's  idea 
that  a  series  of  stones  and  other  markers  placed  around  h. 
property  are  part  of  an  enormous  map  that  holds  the  k( 
to  the  mystery.  The  problem,  he  said,  is  that  "we've  bee 
at  it  20  years  and  we  still  don't  know  what  they  mean.  W 
found  a  drilled  rock,  a  granite  boulder  with  a  steel  ring  i 
ancient  wooden  stakes  18  inches  below  the  ground.  The: 
is  a  formation  of  boulders  900  feet  long  and  720  feet  wid 
in  the  shape  of  a  cross.  Somebody  went  to  a  big  amount 
work  for  some  reason.  We're  still  working  on  it." 

Curiously,  it  is  Blankenship,  his  competitor  over  t\ 
hill,  who  pays  Nolan  an  unexpected  kudo  when  asked  wh 
after  200  years,  nobody  seems  to  be  able  to  figure  it  out. 
"This  has  always  been  complicated,"  Blankensh 
says.  "Everybody  has  failed  because  they've  oversimpl 
fied  the  whole  concept  of  it.  Fred  and  I  are  the  only  on. 
who  believe  it's  the  entire  island.  We  haven't  ev« 
scratched  the  surface." 

There  is,  however,  another  side  to  Dan  Blankenshi 
one  that  seems  to  say  that  even  if  Oak  Island  is  sold, 
has  only  started.  In  1994,  he  took  out  "treasure  trove" 
censes  from  the  Nova  Scotia  Department  of  Natui 
Resources  to  search  a  dozen  other  islands  in  Mahone  B 
"If  you  look  at  the  magnitude  of  work  that  was  do. 
on  Oak  Island,"  he  says,  "then  it's  possible  that  it  was  al 
done  in  other  places  around  here  by  those  characters.  Hi 
I  just  turned  71  and  I  thought,  if  not  now,  when?  If  I 
not  successful,  then  I  would  have  wasted  25  years  of  r 
life.  So  I'm  going  to  go  off  on  one  of  those  islands  and  I 
going  to  find  the  original  works." 
Any  regrets,  Dan? 
"No,"  he  said,  "because  I  think  I'm  right."  • 

Writer  Michael  Taylor  spent  an  inordinate  amount 
time  in  the  sandbox  as  a  young  boy. 
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Gentlemen 
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Striped  neckties  are  getting  harder  to  find. 
However,  at  Ben  Silver  we  have  expanded  our 
collection  of  extraordinary  and  authentically 
striped  pure  English  silk  handmade  neckties 
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Ultimate  Shopping 
Convenience 

Forbes  fyi's  Catalog  Connection 
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and  personal  shopping.  In  these 
pages  you'll  find  purveyors  of  the 
latest  fashions,  items  for  the  home 
gourmet  food,  books  and  fitness 
equipment.  You  can  receive  their 
catalogs  simply  by  calling  the  800 
numbers  listed  or  sending  in  the 
reader  service  card  provided. 

Take  advantage  of  this  fast  and 
reliable  service  today  —  and  enjo; 
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FANCY    FOODS) 


The  $300  Diet  Coke 

The  rich  are  different  from  you  and  me — just  ask  the  waiter 


With  a  growing  reputation  as  a  gourmet,  com- 
poser Irving  Berlin  enjoyed  more  than 
anything  a  good  meal  at  the  Colony  or  some 
other  really  good  Manhattan  restaurant. 

At  one  particular  place,  he  and  the  maitre  d'hotel 
had  become  particularly  friendly.  Berlin  trusted  the 
other's  judgement  implicitly  and  always  ordered  what- 
ever was  suggested  or  pointed  out  on  the  menu. 

One  evening  after  a  fine  meal,  Berlin  thanked  the 
maitre  d'hotel  and  mentioned  that  he  expected  to  be  out 
of  town  for  some  time.  "Very  good,  sir,"  said  the  maitre 
d'.  "If  you  have  any  friends  who  can't  read  either,  tell 
them  to  ask  for  me,  too." 

A  typical  Calvin  Coolidge  remark  occurred  at 
a  dinner  party  at  the  White  House  when  a  chatty  guest 
said,  "You  go  to  so  many  dinners,  they  must  bore  you 
a  great  deal."  Without  looking  up  from  his  plate,  Cool- 
idge responded,  'Well,  a  man  has  to  eat  somewhere." 

Socialite  William  Vincent  Astor,  who  died  in 
1959,  had  a  strange  sense  of  humor.  He  thought  it 
highly  amusing  and  entertaining  to  hire  an  actor  to  pose 
as  a  waiter,  spill  soup  on  a  chosen  dinner  guest  and  then 
insult  him. 


Not  'til  tubs  of  punch 
were  put  on  the  lawn  did 

Andrew  Jackson's  Clare  Boothe  Luce 

20,000 Inauguration       became    somewhat    capri- 
Day  guests  stop  trashing     cious  in  her  later  years  and 
his  White  House.  a  few  months  before  her 

death  in  1987  she  had  a 
formal  dinner  party  for  22  guests  that  was  remarkable, 
especially  for  the  dessert.  After  munching  popcorn  and 
drinking  Perrier  water,  the  company  was  served: 

Borscht  and  Sour  Cream 

Pasta  with  Shrimp 

Goulash 

A  "Dove  Bar"  on  a  stick 

Sylvester  Graham,  an  American  reformer,  lec- 
tured extensively  in  the  early  1800s,  urging,  among  other 
things,  the  use  of  unsifted  whole-wheat  flour. .  .Graham 
crackers  are  still  an  American  favorite.  Graham  had 
other  convictions,  including  the  belief  that  fats  led  to 
sexual  excesses  and  that  condiments  such  as  mustard, 
ketchup  and  pepper  led  to  insanity.  He  practiced  what 
he  preached  and  did  not  eat  red  meat,  fatty  foods  or 
white  bread.  He  did  not  drink  alcohol,  exercised  regu- 
larly and  bathed  and  brushed  his  teeth  frequently,  but 
died  when  he  was  57. 
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Andrew  Jackson's  hospitality  backfired  on 
him  when  he  opened  the  White  House  to  the  public 
on  March  4,  1829,  the  day  he  was  inaugurated  as 
seventh  President  of  the  United  States.  The  food  was 
consumed  quickly  by  the  20,000  people  who  jam- 
med into  the  mansion,  tracking  in  mud,  breaking 
glass,  china  and  furniture,  and  expectorating  on  the 
carpets.  Jackson  was  forced  to  flee  his  new  home, 
leaving  through  a  window  and  taking  refuge  in  a 
nearby  hotel.  The  mob  was  finally  induced  to  leave 
the  White  House  when  tubs  of  punch  were  put  out 
on  the  lawns. 

Christina  Onassis  lived  an  eccentric  life,  seldom 

appearing  before  three  in  the  afternoon  when  she  would 

breakfast  on  a  chocolate  croissant  and  a  Diet  Coke.  Her 

consumption  of  Diet  Coke,  which  she  called  "my  one- 

1  calorie  tipple,"  was  considerable.  In  Heiress:  The  Story  of 

I  Christina  Onassis,  by  Nigel  Dempster,  there  is  this  ex- 

l  traordinary  revelation: 

The  drink  [Diet  Coke]  was  not  available  in  France; 
leach  week  Christina's  ten-seater  jet  was  dispatched  to 
YNew  York  to  bring  back  precisely  one  hundred  bottles. 
I  "Why  not  a  thousand  bottles?"  Yves  asked  He'lene  [head 
\waiter  and  chief  housekeeper  repectively  at  Christina's 
Xapartment  on  Avenue  Foch  in  Paris].   "Because  Madame 


doesn't  want  old  Diet  Coke,  "He'lene  explained,  and  sug- 
gested that  he  serve  it  with  considerable  respect  since  it 
worked  out  at  $joo  a  bottle. 

"Perhaps  food  is  a  substitute  for  love,"  said 
Alexander  Wollcott,  drama  critic  and  leader  of  the 
famed  "Round  Table"  at  the  Algonquin  Hotel  in  New 
York  City.  "My  capacity  for  the  former  makes  me  tin- 
gle at  the  possibilities  of  what  might  have  occurred  had 
I  the  aptitude  for  the  latter.  Had  things  been  different, 
I  might  have  been  lean  and  lusty,"  he  added. 

Lean  he  was  not:  when  the  Round  Table  was 
founded,  he  weighed  195  and  was  overweight  by  50 
pounds.  Ten  years  later  when  the  Round  Table  broke 
up,  he  tipped  the  scales  at  a  gross  255  pounds.  He  loved 
everything  fattening.  For  breakfast,  he  would  start  with 
four  eggs  Benedict;  at  lunch  he  would  eat  as  many  as 
four  orders  of  dessert. 

H.L.  Mencken  described  himself  as  "omnibulous" 
and,  during  the  "noble  experiment,"  as  he  called 
Prohibition,  he  taught  ten  people  at  a  time  to  make  beer 
under  the  condition  that  each  person  teach  ten  more 
people.  He  hoped  to  educate  the  whole  country  in  this 
manner,  but  his  incentive  ended  when  Prohibition  was 
repealed  in  1933.  • 
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Even  movers  and  shakers  need  a  place  to  sit 
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•Steiger.  $265.  Earrings 
JSiman  Tu  for  Frag- 
Ints.  $65.  Sunglasses  by 
Lvin  Klein  Eyewear.  $145. 
rector's  chair  at  Jensen 
Iwis  Co.,  New  York. 
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Velvet  coat,  $2,295,  pants, 

$720,    COTrON    SHIRT,    $515, 
AND  TIE,   $125,   BY  RlCHARD 

Tyler.  Boots  by  Walter 
Steiger.  $350.  Lucite 
ring  by  Patricia  von 
Musulin.  $130.  But- 
tercup chair  by  Laverne 
International,  circa  1959, 
at  280  Modern,  New  York. 
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Wool.  I1.ANNEL  SUIT  (JACKET 
NOT  shown),  $884,  VEST, 
$99,  COTTON  SHIRT,  $99,  SILK 

tie,  s63,  and  cash- 
mere socks,  s90, 
by  Paul  Stuart. 
Shoes  by  Ralph  Lauren 
Footwear.  Cafe  chair  at 
Chair  Store,  New  York. 
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Wool  3-button 
cotton  shirt, 

SILK    TIE,     $75, 

Klein.  EyegI 
Oliver  Peoples 
Miniature  Red-blue  i 

AFTER  JERRIT  PvIEL 

Bizarre  Bazaar,  New  YoI'k. 


mbroidered  jacket,  vel- 
t  bodice,  and  satin  skirt 

Oscar  de  la  Renta.   .       ^  . 
Iioes  by  Walter  Steig-  L~*  g^ 

$265.  Diamond-  -p   -|-   J_«JL±t/ 

Ijd-  platinum    I 1  pit*pCQ 

Lra,  earrings  and  -i-   J-  w  -L-L  w  O  O 
kg    by    Van    Cleef    & 
liPELS.  Regency  bench  at 
>S  Inc.,  New  York.  All 

:  and  makeup  by  Barnes 

faiTE  for  Ford  Beauty. 
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Audemars  Piguet:  Aaron  M. 
Jeweler's,  New  York;  Tourneau,  New 
York;  and  all  Neiman  Marcus  stores. 

Calvin  Klein:  suit,  Scott  Hill,  Los 
Angeles  and  Louis,  Boston;  shirt  and 
tie,  select  Saks  Fifth  Avenue  and 
Neiman  Marcus  stores;  all,  Calvin 
Klein,  New  York. 

Calvin  Klein  Eyewear:  select 
Macy's  West,  Bloomingdale's  and 
The  Bon.  800-547-2020. 

Gianni  Versace:  Gianni  Versace, 
New  York,  Beverly  Hills  and  Adanta. 

John  Hardy:  800-2J-HARDY  for 
stores  and  information. 


Oliver  Peoples:  Oliver  Peoples 
Opticians,  Los  Angeles;  Morgenthal- 
Frederics,  New  York;  and  Peepers, 
Dallas. 

Oscar  de  la  Renta:  Saks  Fifth 
Avenue,  New  York. 

Patricia  von  Musulin:  Saks 
Fifth  Avenue,  New  York  and  Beverly 
Hills;  Stanley  Korshak,  Dallas;  and 
A'Maree,  Newport  Beach,  Calif. 

Paul  Stuart:  Paul  Stuart,  New 
York  and  Chicago,  or  800-678-8278. 

Polo  by  Ralph  Lauren:  tie, 
Polo/Ralph  Lauren  Madison  Avenue, 
New  York. 


Ralph  Lauren  Purple  Label: 

suit  and  shirt,  Polo/Ralph  Lauren, 
New  York,  Manhassett  and  Beverly 
Hills;  and  Saks  Fifth  Avenue,  New 
York  and  Beverly  Hills. 

Richard    Tyler:   select  Neiman 
Marcus,    Nordstrom    and    Barneys  . 
stores. 


Siman    Tu    for    Fragments: 

Fragments,  New  York. 

'  SO! 

Van  Cleef  &  Arpels:  Van  Cleef 
&  Arpels,  New  York,  Palm  Beach    : 
and  Beverly  Hills,  800-VCA-5797. 

Walter  Steiger:  Walter  Steiger, 
New  York.  • 
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Platinum.  Change  for  the  Dollar. 


The  sharp  decline  of  the  U.S.  dollar  has  focused  worldwide  attention  on 
one  undeniable  fact:  our  currency  is  shrinking.  Years  of  fiscal 
irresponsibility  have  been  destroying  confidence  in  the  U.S.  dollar. 
Our  crushing  national  debt  will  probably  be  repaid  in  devalued  dollars. 
Little  wonder  foreign  investors  are  dumping  the  "greenback"! 

Now  is  the  time  to  protect  your  wealth  from  the  weakening  dollar  and 
the  dangers  of  spiraling  inflation.  Now  is  the  time  to  add  security  and  profit 
potential  to  your  portfolio  by  investing  in  Platinum. 

When  gold  and  Platinum  have  surged,  Platinum  has  made  a  move  as  much  as  20%  greater.  That's 

why  financial  advisers  often  recommend  buying  Platinum  during  periods  when  its  premium  over  gold  is 

modest.  And  although  past  performance  is  no  guarantee  of  future  gain,  that  opportunistic  situation  is  in  effect  right  now. 

Blanchard  and  Company  is  America's  largest,  most 
respected  precious  metals  firm.  We  sell  Platinum  Koala 
and  Maple  Leaf  bullion  coins  at  1%  above  our  cost. 
We  will  meet  or  beat  any  competitor's  advertised  or 
offered  price  on  precious  metals,  subject  only  to 
availability  and  verification  of  the  legitimacy  of  the 
competitor's  offer. 

Call  Now 
for  our  FREE 
Special  Report 
on  Platinum. 
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SILICON  SAMURAI 

After  a  long  day  of  going  head-to-head  with  Bill  Gates, 
Lawrence  Ellison  likes  to  check  his  armor 


I  THINK  THE  SAMURAI 
suit  is  incredibly  beaut- 
iful," says  Lawrence 
Ellison,  the  51-year-old 
CEO  and  co-founder  of 
Oracle  Corporation.  He  is 
razing  around  the  living 
••00m  of  his  Japanese-style 
[lome  in  Atherton,  Cali- 
ornia,  and  the  museum- 
quality  Japanese  art  which 
Ills  it. 

"This  armor,"  he  con- 
inues,  "reminds  me  that 
While  the  Japanese  are  the 
post  competitive  people 
n  earth,  they  also  have  an 
credible  sense  of  the  na- 
ture of  aesthetic." 

Looking  at  the  suit  of 
bmor,  which  dates  to  the 
rokugawa  period  of 1603- 
B67,  it  is  hard  to  imagine 
hat  anything  this  beauti- 
lil  and  painstakingly  craft- 
Id  was  ever  bloodied  in 
pmbat.  The  thick,  pro- 
active metal  plating  on 
.<ne  armor,  for  instance,  is 
idden  by  richly  colored 
roven  silk.  Ellison  quickly 
•cplains:    "The    samurai, 
"sides  being  fierce  war- 
lors,  studied  calligraphy, 
^etry,  and  even  flower  ar- 
,nging.  So,  their  compet- 


"Lawrence,  is  that  you?"  A  Japanese  suit  of 
armor  from  the  Tokugaiva  period,  the  pride  and 
joy  of  Oracle  CEO  Lawrence  Ellison. 


Rveness  is  offset  and  bal- 

•iced  by  the  importance  placed  on  nature  and  beauty." 
I  It's  hard  not  to  get  the  sense  that  Ellison,  a  billion- 
Ire  and  the  richest  man  in  California,  is  also  talking 
•out  himself.  In  his  home,  which  is  modeled  after  the 

irmer  royal  family's  home  in  Kyoto,  as  well  as  his  out- 


look, there  is  an  evident 
devotion  to  the  art  of  war. 
His  boasts  that  "it's  great 
to  be  so  far  ahead  of  Mi- 
crosoft," would  be  the  re- 
marks of  a  lunatic  were 
his  corporation  not  cur- 
rently the  number  one 
producer  of  software  for 
corporate  databases.  He'd 
like  nothing  better,  it's 
clear,  than  to  wrest  the  ti- 
tle of  Shogun  from  arch- 
rival Gates. 

Displayed  in  the  entry 
hall,  his  armor  basks  un- 
der a  liquid-yellow  light. 
Less  box-like  than  the 
yoroi  suits  of  armor  worn 
in  earlier  periods,  this 
warrior  outfit,  with  its  or- 
ange, red  and  blue  silk  lac- 
ing covering  the  side  and 
chest  plates,  is  a  simpler 
wrap-around  style  call- 
ed the  haramaki.  Most 
changes  in  Japanese  armor 
took  place  between  1350 
and  1500.  With  increased 
fighting  on  foot,  the  yoroi 
armor  proved  clumsy  for 
dismounted  soldiers. 

Ellison's  suit  of  armor 
is  at  once  object  and  sym- 
bol: "I  treasure  it  because 
it  encapsulates  the  funda- 
mentals of  the  Japanese 
character.  As  comprehensively  as  any  people  on  earth, 
the  Japanese  know  that  while  we  are  the  predators,  we 
are  also  constantly  trying  to  capture  our  own  humanity 
through  a  code  of  ethics  and  a  sense  of  honor."  • 

— Julian  Guthrie 
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"I'm  sorry 

I  don't  under 

stand  you  very 
well." 


By  Peter  S  cott 


Her  voice  was  polite, 

but  hesitant.  Her  English 
was  good;  I  guessed  she  was 
about  17,  schooled  in  the  States 
for  five  years  or  more,  a  quick  learn- 
er, the  eldest  child,  the  one  who  speaks  for 

her  parents  on  the  phone  when  English  is  called  for. 

I  tried  again,  more  slowly  this  time.  "I've  just  heard  that 
your  father's  brother,  Colonel  Tanh  Quyen,  is  alive  and  on 
the  West  Coast,"  I  said,  once  more  mangling  the 
Vietnamese  pronunciation.  I  learned  the  language  years 
ago,  even  spoke  it  fairly  well,  but  I've  lost  most  of  it,  and 
my  pronunciation  was  never  good  enough  for  the  phone. 
"I  heard  that  he  escaped.  I  am  an  old  friend  of  his  from 
Chau  Doc.  I  would  like  very  much  to  find  him,  maybe 
even  visit  him." 

"Chau  Doc?"  she  asked,  saying  it  beautifully.  "From  the 
war?  Oh,  yes.  You  must  mean  Tanh  Quyen.  It's  pro- 
nounced like  'Wing.'  Yes,  he's  my  Uncle." 

"I  always  called  him  Colonel,  or  sir." 

"Yes,"  she  said  softly.  "Please  wait  while  I  talk  to 
my  father." 

Distant  Asian  voices. 

"My  father  says  it's  OK  if  you  contact  his  brother.  He 
thinks  he  will  be  happy  to  hear  from  you.  You  may  have 
to  write  to  him.  He's  an  old  man  who  is  living  alone.  He 
never  answers  the  phone." 


Photographs   by  Eric  Van  Den   Brulle 


I  TRIED  THREE  TIMES.  I  LET  IT  RING  AND  RING  AND  RING, 

then  finally  gave  up  and  wrote  to  him.  I  told  him  how 
happv  I  was  to  hear  he'd  survived  the  Khmer  Rouge 
holocaust  and  the  "re-education"  camps,  how  I'd  believ- 
ed him  dead  for  sure,  killed  or  starved  like  so  many  others. 
In  the  closet  I  found  two  photos  from  1968  when  we  were 
together,  and  sent  them  along.  In  one  he  is  walking  to- 
ward me,  two  of  his  junior  officers  following.  His  head 


THE 
COLONEL 

Captain  Scott  went  home  after  Vietnam.  Tanh  Quyen  went  to 
hell.  Twenty-five  years  later,  two  old  comrades  meet  again 








is  turned  slightly,  showing  his  fine  features  and  that 
expression  of  a  man  who  is  used  to  being  photograph- 
ed. His  years  as  a  subaltern  with  the  5th  Regiment 
Cuirassier  (Anciens)  are  still  evident.  Though  he's  in  the 
field,  he  wears  his  uniform  seriously:  the  shirt  is  starch- 
ed and  tucked  perfectly,  the  brass  shined,  his  holster,  lift- 
ed slightly  from  his  hip  by  his  stride,  gleaming.  In  the 
other  photo,  also  black  and  white,  he  stands 
with  his  wife  and  three  little  daughters.  It's 
evening  in  the  courtyard  between  his  house 
and  headquarters;  he's  wearing  a  bright 
white  T-shirt  tucked  into  his  fatigue  pants. 
His  wife  and  girls,  all  as  handsome  as 
he,  are  wearing  white  silk  blouses, 
smiling  nervously  at  me.  Colonel 
Quyen's  right  hand  rests  on  his 
daughter's  shoulder. 
I  asked  him 


I 


» 


for  news 
about  mutual  Viet- 
namese and  Cambodian  friends,  afraid 
to  hear  the  worst,  but  eager  to  know 
their  fates,  good  or  bad,  and  perhaps  put 
to  rest  all  the  years  of  worry  and  fearful 
dreams.  Would  he  please  write  back,  if  he 
had  the  time? 

A  short  time  later  the  reply  came: 


Dear  Comrade  in  Arms, 

I  have  just  received  your  letter  at  6:00  this  morning,  in  the 
right  now  the  time  I  write  this  letter,  I  still  affected  and  I  don't 
thinking. . .  might  I  have  chanced  your  news.  Oh!  my  friend, 
what  and  how  you  think;  in  the  summer  0/1968 — in  the 
summer  0/1994.  It  was  twenty  five  years  ago!  . . .  and  we  are 
alive,  we  are  here. . .  in  USA.  God  bless  us,  we  have  had  the 
faith,  we  believed  and  we  lived  to  tell  the  tale,  did  you?  In 
my  opinion  the  great  thing  in  this  world  is  not  so  much  where 


we  stand  as  in  what  direction  we  are  moving.  We  grow  by 
helping  to  develop  each  other's  hearts  and  mind. . . . 

I'd  memorized  the  map  he'd  drawn  for  me,  but 
once  on  the  ground  in  San  Francisco,  so  close  to  him,  ] 
kept  it  handy  anyway.  For  each  block,  he  gave  the  numbei 
of  paces  in  parentheses  as  he  would  for  a  mine  field  or  de- 
fensive perimeter  sketch.  Preparing  it,  he  would  have 
lengthened  his  steps  to  make  them  more  like  mine. 

To  turn  the  corner  onto  his  street  ( "Cross  with 

light  to  opposite  side"),  I  had  to  ease  mj 

^       way  through  a  crowd  of  stumbl 

ing  street  people,  smoking 

drinking  from  browr 

^^    bags,  reeking 

W    of  vomit  anc 

urine-soakec 

wool.   A  mai 

who   looked  liki 

he'd  been  eatinj 

toxic  foam  looke< 

me  up  and  down 

clearly  disgusted  by  m 

button-down  shirt,  Levi 

and  running  shoes.  H 

pushed  around  and  block 

ed  my  way. 

"F — ing  shirt!"  he  said  | 


Far  left:  the  Colonel,  age 
41,  in  1969.  Above:  the  autho\\ 

with  three  of  his  Scouts. 
From  left,  Chau  Sinh,  killed  ii\ 

1969;  Chau  Got,  publicly 
executed  in  1970;  Chau  Chom\ 

whereabouts  unknown. 
Below:  with  team  leader  Chai\ 

Got.  "He  saved  my 
innocent  ass  more  than  once.'i 

and  the  others  laughed. 

The  Colonel  was  waitingju:  h 
off  the  sidewalk  behind  a  parke 
truck,  with  his  hands  clasped  behind  h 
back.  He  wore  glasses  now,  and  beneath  his  neat  fedor 
his  hair  was  white,  his  little  chin  whiskers  the  same.  H 
wore  creased  trousers,  a  russet  silk  varsity  jacket  zipped  u 
to  the  collar  of  a  white  shirt  beneath. 
We  saw  each  other  at  the  same  time. 
"Aah!"  was  all  he  said.  We  embraced,  held  each  oth 
at  arm's  length  to  see,  then  hugged  again.  His  eyes  wei 
still  the  same  vivid  dark  brown,  and  his  laughter  still  hig 
and  musical.  He  took  my  elbow  and  guided  me  to  his  doc 
"This  is  my  friend."  He  presented  me  to  a  slack-javw 
giant  in  the  doorway.  "He  comes  to  visit  me." 

The  man  took  no  notice,  didn't  even  turn  his  eyes 


M  ;:- 
the  Colonel.  On  the  way  up  the  stairs,  he  explains  j^ 
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Tit's  my  landlord.  He's  a  very  nice  man." 

■side  we  removed  our  shoes  and  put  them  in  line  with 
bimher  two  pair.  He  hung  his  hat  and  jacket  on  the  wall 
inlook  my  arm  again,  turning  me  toward  a  little  alcove 
baly  big  enough  for  the  two  of  us  to  stand.  Before  us, 
prmed  on  a  small  stand  covered  with  red  silk,  was  an  old 
wm-stained  photograph  of  a  man  in  his  middle  years, 
fra|;d  in  gold  and  draped  with  tinsel  roping.  "My  father, 
he  lid.  "He  was  a  handsome  man,"  I  said.  "Yes,  yes,  of 
couje."  On  the  other  wall,  beneath  a  shelf  of  neatly  folded 
toils,  was  a  small  poster  of  Marilyn  Monroe,  her  hands 
Mile  hips  of  a  short  black  shoulderless  dress,  one  knee 
litte  slightly,  her  head  tossed  back  in  laughter. 

TAlAIN  ROOM,  IF  IT  COULD  BE  CALLED  THAT,  WAS 

pe^ps  i2-by-i2  with  one  window  that  looked  out  onto 
a  w?  and  a  raised  parking  lot.  It  was  small,  but  clean  and 
corojrtable.  A  couch  for  two,  created  from  pillows  and 


covered  with  a  white  wool  blanket,  a  coffee  table  with  a 
vase  of  plastic  flowers,  faded  but  washed  clean,  a  narrow 
table  covered  with  his  clothes,  folded  and  stacked  in  cat- 
egories from  shirts  and  sweaters  to  socks  and  cotton  hand- 
kerchiefs, a  little  desk  with  a  folding  metal  chair  painted 
baby  blue.  And  everywhere  else  books.  Dictionaries,  al- 
manacs, odds  and  ends  of  encyclopedias  and  histories  in 
French  filled  the  two  shelves  over  the  desk.  On  wire  dis- 
play racks  culled  from  a  church  sale,  volumes  of  American 
and  Asian  history  were  arranged  in  tidy  ranks  at  the  foot 
of  the  bed.  You  could  bounce  a  quarter  on  the  blue  blan- 
ket that  covered  the  bed. 

"We  can  sit  and  talk  here,"  he  declared.  "We  can  talk 
until  midnight  if  we  want,  like  old  friends!"  On  the  wall 
calendar  the  month  of  October  was  bare,  save  that  day,  the 
23rd,  in  which  were  printed  my  initials. 

We  settled  on  the  little  couch  facing  one  another,  our 
knees  touching,  and  he  asked  about  my  family.  When  he 
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asked  to  see  a  picture,  I  found  an  old  one  of  my  kids  in  my 
wallet  and  we  held  it  together.  He  pointed  to  each  one  in 
turn,  oldest  to  youngest,  repeated  their  names  and  made 
quiet  noises  of  appreciation  as  I  described  them. 

"You  are  very  lucky,"  he  said. 

"What  about  your  family?"  I  asked. 

He  held  onto  my  photos,  and  looked  at  me.  "My  wife 
died  while  I  was  in  the  prison  camp;  I  didn't  know  it  until 
I  came  home.  My  oldest  girl,  she  died  too.  The  one  other 
disappeared;  I  don't  know  about  her.  The  youngest,  do  you 
remember  her  in  your  photo  on  the  desk  there,  she  is  in 
Oakland  now  and  she  is  all  right.  I  see  her  with  her  hus- 
band sometimes." 

"How  did  they  die?" 

"The  communists,  you  know,  because  of  me.  They  got 
sick  and  could  have  no  medicine  or  enough  food."  He 
turned  away  slightly.  "No  graves." 

Outside  on  the  street  someone 
shouted  over  the  noise  of  a  boom- 
box;  another  man  swore  and  a  bottle 
was  smashed. 

After  his  tour  as  District  Chief, 
Colonel  Quyen  was  promoted  and 
made  Executive  Officer  of  the  South 
Vietnamese  7th  Division  in  Dong 
Tarn.  In  April  1975,  he,  General  Nam 
and  three  other  colonels  gathered 
quietly  in  division  headquarters  and 
listened  to  the  fall  of  Saigon  on  the 
radio.  Soon  after  enemy  tanks  were 
reported  to  be  on  the  palace  grounds, 
a  communist  took  over  from  the  an- 
nouncer and  declared  victory.  Two  of 
Quyen's  fellow  colonels  excused 
themselves  from  the  room  and  went  quietly  into  their  of- 
fices, shutting  the  doors  behind  them.  When  they  came 
back  out,  they  were  wearing  their  communist  rank. 

"They  took  our  pistols  and  led  us  away." 

He  was  deported  to  a  French  prison  camp  in  the  jungle 
of  Son  La  Province  on  the  Chinese  border  in  North 
Vietnam.  There,  in  a  series  of  connected  camps,  he  and 
thousands  of  others  worked  as  slave  laborers  in  the  forests 
and  fields.  His  general  died  there,  as  did  many  others. 

"No  rice.  No  medicine.  No  escape  because  of  the  jun- 
gle, and  because  they  keep  the  salt."  He  pinched  his  fin- 
gers together  to  show  me.  "Without  salt  you  die  there." 

After  ten  years  of  labor  and  re-education,  he  was  re- 
leased, allowed  to  go  back  to  Can  Tho  in  the  south.  He 
collected  his  surviving  daughter,  and  together  they  set  out 
to  walk  to  Thailand,  420  miles  away.  Through  Vietnam, 
then  Cambodia,  they  walked  at  night,  avoiding  the  roads 
and  villages  where  they  might  be  arrested  again,  or  arbi- 
trarily murdered.  They  ate  roots  and  leaves,  paddy  crabs 
and  grubs.  His  daughter  carried  all  they  owned,  a  few  pho- 
tos wrapped  in  oilcloth  in  a  small  pack  on  her  back. 

"In  one  place  near  the  Thailand  border,  they  killed  ten 
thousand  people!"  He  was  still  amazed.  "Yes!  Ten  thou- 
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Written  in  the  Thai  camps,  Quyen's 
history,  The  Race  With  No  Place  To  Go 


sand.  Nobody  accepts  this,  but  I've  seen  it  with  these  eyes. 
Even  now." 

'Who  killed  them?  Why?" 

"I  don't  know.  Sihanouk.  I  don't  know  who  would  do 
that.  I  don't  know  why."  '"' 

J  I  iflVt 

Quyen  and  his  daughter  spent  two  years  in  refugee  ■& 
camps,  and  there  he  began  writing  a  book  about  his  peo-  * 
pie,  the  Khmer  Krom,  a  Cambodian  minority  in  South  * 
Vietnam  that  had  been  persecuted  for  decades  by  the, 
Vietnamese  and  finally,  having  served  with  the  Am-H 
ericans  as  mercenaries,  were  almost  annihilated  by  the  n> 
communist  victors.  The  book  is  called  The  Race  With  No 
Place  To  Go.  Sponsored  by  Ly  Sem,  one  of  his  militia  V 
captains  in  Chau  Doc,  he  and  his  daughter  made  it  to 
California  in  1988.  Since  she  married  two  years  ago,  he's 
lived  alone  in  the  apartment  where  he  intends  to  stayf 
until  he  joins  his  wife. 

Now  he  eats  at  the  Grace  Meth- 
odist Church  nearby.  Each  morning  I 
at  11:30  a  line  begins  to  form  at  the 
side  door.  By  noon,  when  the  doorl'  I(M 
opened,  the  line  has  stretched  arounc 
the  block.  On  Mondays,  Wednes- 
days and  Fridays,  he  joins  the  line  a 
the  end  because  he  works  on  th<j 
clean-up  crew  those  days.  Almos  ; 
every  day,  he  says,  they  serve  potatoe: 
and  gravy,  and  there  is  always  plent]  W 
to  eat.  They're  given  a  bag  lunch  t< 
take  home  when  they  leave.  At  sb ' 
o'clock  he  sits  at  his  little  kitcheilte 
table,  unrolls  the  bag,  and  takes  ou 
its  contents  one  item  at  a  time,  ar 
ranging  each  on  the  table:  a  sand 
wich  wrapped  in  foil,  a  napkin,  a  container  of  juice  with  biiib( 
straw  attached,  a  pack  of  cookies  and  a  nice  red  apple. 

In  1968,  our  compound  had  been  a  walled-in  acre  0 
barracks,  mortar  pits,  bunkers  and  ramshackle  housing  fo^,. 
the  families  of  the  militia  who  manned  its  defense.  Itwap" 
also  the  headquarters  of  the  eastern-most  district  in  Cha' 
Doc  Province  on  Vietnam's  Cambodian  border,  and  henc 
the  headquarters  of  Colonel  Quyen,  the  District  Chiel 
From  there  he  governed  a  dozen  villages,  commande 
hundreds  of  government  outposts  along  the  border,  an  L 
with  ten  poorly  equipped,  undermanned  militia  compa  ' 
nies,  struggled  to  keep  first  the  Viet  Cong,  then  the  Nort  ,  |( 
Vietnamese  from  clawing  the  guts  out  of  his  district.  H 
coordinated  ambushes,  road-clearing  operations,  counter  £ 
attacks,  raids,  selected  strikes  against  the  covert  enemy  in  ^ 
frastructure,  and  suffered  politely  his  American  advisoi  L 
like  me  who  knew  as  much  about  his  culture  and  his  w; , 
as  he  knew  about  Rip  van  Winkle. 

He  had  six  American  advisors,  three  enlisted  men  an  njv 
three  officers,  ranging  in  rank  from  corporal  to  major,  eac  j 
one  replaced  every  year.  His  counterpart,  Major  Field 
was  an  Artillery  officer  in  a  district  without  artillery.  I  wj 
an  Infantry  officer,  "on  loan"  to  the  CIA's  Phoenifc,^ 
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ACCESSORIES 


TTS  OF  LONDON'S  The  Essential  Accessory 
,  iblc  a(  Fine  Stationery.  Luggage,  Specialty  and 
Itment  Stores.  (800)  342-7437  ext  141 

ES  SAINT  LAURENT  Yves  Saint  Laurent  men's  neck- 
an  exciting  signature  collection  which  is  the 
It  addition  to  today's  classic  tailored  clothing. 


APPAREL 


BEN  SHOE  COMPANY  Manufacturer  of  custom-quali- 
'■•s  and  hoots  for  discriminating  gentlemen  since  1884. 

.1.EN-EDMONDS  SHOE  CORPORATION  World-class 
Bar  for  men.  Named  "one  of  the  25  products  America 
m  best"  by  the  Made  in  the  USA  Foundation 
Have  footwear  handcrafted  of  all-natural  materials 

HUASCUTUM  Aquascutum  of  London  presents 
Bporary  classics  -  Autumn  and  Winter  95.  A  spirited 
•Uection  of  menswear.  womenswear  and  accessories 
Aing  the  very  best  of  British  tailoring  with  modern 
vfc;  iesign 

(iSS  CREEK  APPAREL  The  Exceptional  Shirt.   If  you 

perfect  combination  of  comfort,  style  and  purpose. 

ifl.'r  Cross  Creek.    Look  for  Cross  Creek  in  men's 

y  stores  and  the  fine  department  stores  across  the 

■DS'  END  Lands'  End  sells  traditionally  styled 
clol;  for  men.  women  and  children  -  including  their 
fan!  Pinpoint  Oxford  shirts.    Everything  is  guaranteed 
ly.  Free  catalog.  1-800-356-h-h 


CAMERA/VIDEO 


8.  li'\  CAMERA  LNC.  Light-weight,  pocket-sized  autofo- 
cusBim  camera  with  super  sharp  35-~0mm  zoom  lens, 
buiHautomatic  flash  with  red-eye  reduction,  automatic 
remind  DX  coding. 

fHIBA  M781   VCR  WITH   DIGITAL  NOISE 
ON  Toshiba's  new  M781  6  head,  hi-fi  VCR  fea- 
nSclusive  Digital  Noise  Reduction  circuitry  which 
old  and  worn  tapes  to  like-new  condition. 


HOME  FURNISHINGS 


T0.»  BARON'S  ANTIQUES  Auctions  and  retail  featuring 
'250dB  of  rare  and  unique  architectural  antiques,  decorative 
laitsfl  collectibles  spanning  four  continents  and  three 
'cenrM  Free  color  catalog  available.  Contact  ( 404 1  252-3771 1 


INSURANCE/ 


(II.  ■  TRAVEL  CARD  Corporate  charge  card  for  air 
iravirchases  only.  Customized  billing  and  reporting 
ioptiAvailable. 

r  12-  4>GO  BOARD  OPTIONS  EXCHANGE/LATIN  15 

WDB  For  more  information,  circle  our  number  on  the 
'xfacmeader  sen  ice  card 


(EWELRY  &  WATCHES 


U.  M)EMARS  PIGUET  The  CEO  Collection  Catalog: 
featuBlistinctive  luxury  watches  in  bracelet  or  strap,  all 
leelMK  gold  and  steel,  or  18K  gold.  For  men  and 

U.  BftrU.NG  ISA,  INC. 

15.  (fcl  TIMEPIECES  Gucci  Timepieces  style  =7200  - 
CTA  IPs  quartz  movement;  18kt  goldplated.  sapphire 
aysM'ater  resistant  up  to  3  atmospheres.  Calf  strap 
«nbol  in  crocodile  pattern.  Call  1-800-925-0035  for  an 
JHhoB  dealer 

(Hi.  AlY  WINSTON  The  name  Harry  Winston  is 
flnoMous  with  the  finest  jewelry,  gemstones  and 
•neplt.  Fi\e  salon  locations  worldwide  feature  these 
"suriAnd  original  designs 
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17.  THE  INTERNATIONAL  WATCH  COMPANY  The 

International  Watch  Company.  Schaffhausen.  Switzerland. 
the  manufacturer  of  hand-crafted.  Swiss  timepieces, 
distributes  IWC  and  Porsche  Design  watches  to  fine 
jewelers  throughout  the  U.S..  Caribbean,  and  Canada.  For 
further  information  and  a  complimentary  color  catalog, 
please  call  (800)  932-9330. 

18.  RENAISSANCE  PEN  COMPANY  -  ST.  LOUIS,  MO 

Introducing  a  writing  instrument  so  find)'  designed  that  it 
nuils  the  beauty  of  the  Faberge  Eggs.  Available  at  finer 
stores  nationwide. 

19.  ROLEX  WATCH  U.S.A  For  more  information  on  our 
fine  selection  of  Rolex  watches,  please  send  for  free 
brochure. 

20.  SWISS  ARMYl  BRAND  WATCHES  Watches  built  like 
our  Original  Swiss  Army  Knives.  Please  send  for  our  free 
brochure  featuring  our  full  line  of  watches. 

21.  VAN  CLEEF  &  ARPELS  Founded  in  1906,  Van  Cleef  & 
Arpels  is  recognized  as  one  of  the  leading  jewelers  of  the 
20th  century.  Van  Cleef  He  Arpels  is  renowned  for  its  use  of 
the  finest  gemstones.  innovative  designs  and  extraordinary 
craftsmanship.  For  information  visit  our  New  York.  Beverly 
Hills,  Palm  Beach,  or  Honolulu  salons  or  call  (800)  VCA-5797. 


22.  INFOKRAF  -  THE  ONE  STOP  CENTRE  FOR 
MALAYSIAN  CRAFTS  Made-in-Malaysia  goods  at  Infokraf 

are  identified  by  two  factors:  value  for  money  and 
innovation  designs,  as  a  visit  will  amply  testify. 

23.  ROLLS-ROYCE  MOTOR  CARS  Additional  information 

on  purchasing  or  leasing  Rolls-Royce  or  Bentley  Motor 
Cars 

24.  SAKS  FIFTH  AVENUE  The  Men  s  Store  at  Saks  Fifth 
Avenue.  The  headquarters  of  distinctive  style.  Showcasing 
the  best  of  the  European  Designer  Collections.  Luxurious 
fabrications.  And  superlative  service, 


SPORTS/EXERCISE 


25.  COBRA  GOLF  INCORPORATED  King  Cobra  oversize 
irons  and  woods  are  available  lor  men,  women  and  senior 
players,  and  feature  an  enlarged  hitting  surface  to  increase 
player  performance  and  confidence.  For  more  information 
call  800-223-3537. 

26.  TAYLOR  MADE  GOLF  COMPANY  The  new  Burner* 
Metalwood®  clubs  with  the  Bubble™  shaft.  Capture  the 
Power™  of  the  first  metal  driver  to  conquer  Augusta. 


27.  HOTEL  LE  BRISTOL  Your  base  in  Paris  should  be  the 
best  best  location,  food,  concierge  desk,  rooms,  and 
rooftop  pool.  Our  luxury  and  discreet  professionalism  await 
you. 

28.  THE    LEADING    HOTELS    OF    THE    WORLD 

Complimentary  1995  Directory  with  its  exclusive  cover 
design  from  Baccarat,  contains  color  photographs,  descrip- 
tions and  rate  information  on  295  member  hotels  world- 
wide. 

29.  LE  MERIDIEN  HOTELS  &  RESORTS  Le  Mendien  is  an 
international  brand  of  first  class  hotels  which  are  located  in 
cities  and  resorts  in  Europe.  Africa,  the  Americas  and 
Asia  Pacific 

30.  NIKKO  HOTELS  INTERNATIONAL  -  NORTH  AMERICA 

Seven  stunning  properties  in  North  America  bring  a  breath 
of  fresh  air  to  the  world  of  luxury  hotels  Thoughtful 
amenities  at  these  hotels  include  in-room  refreshment  cen- 
ters, plush  bathrobes.  Fitness  Centers,  Executive  Business 
Centers  and  a  true  commitment  to  the  Japanese  tradition  ol 
service. 

31.  THE  PENINSULA  NEW  YORK  The  Peninsula  v 

York,  in  the  heart  of  Manhattan's  most  prestigious  business, 
shopping  and  entertainment  district  features  2-i2  luxurious 
rooms  with  custom  designed  furnishings  and  a  tri-level 
rooftop  spa  overlooking  the  tit) 

32.  RAFFLES  HOTEL,  A  GRAND  HISTORIC  HOTEL    The 

restored  Raffles  Hotel  features  104  suites.  11  restaurants  and 
bars.  5  Raffles  Hotel  operated  shops.  "  function  areas  gar- 
dens and  courtyards,  a  museum,  a  theater  playhouse  and 

"M  shops  retailing  international  and  regional  specialties. 
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33-  SHANGRI-LA  HOTELS  &  RESORTS  Throughout 

Asia  Pacific,  the  Shangri-La  group  of  30  hotels  and  resorts 
oilers  a  unique  combination  of  Asian  charm  and  western 
luxury. 

34.  WESTIN  HOTELS  &  RESORTS  1-800-228-3000    For  a 

tree  brochure  or  reservations  world-wide,  call  your  travel 
consultant  or  Westin  Hotels  &  Resorts  at  1-800-228-3000. 


35.  JAMAICA  JAMAICA  8  Escape  to  the  most  unique  golf, 
tennis  and  watersports  vacation  in  the  world  The  Super- 
Inclusive"1  freedom  to  enjoy  more  of  the  very  best  of 
everything  from  unlimited  golf  tennis,  scuba  to  true 
gourmet  dining,  unlimited  premium  brand  cocktails,  luxuri- 
ous rooms  and  hot  live  entertainment,  all  for  one  simple 
upfront  price  No  tipping.  Free  brochure. 

36.  THE  PROVINCE  OF  BEVERLY  HILLS  Experience  the 
worlds  most  luxurious  hotels,  exquisite  restaurants  and 
exclusive  shop-,  Beverly  Mills  is  centrally  located  to  the 
business,  entertainment  and  cultural  activities  in  Southern 
California. 

37.  THE   TOURIST   AUTHORITY   OF   THAILAND 

Thailand.  Discover  the  treasures  of  the  kingdom  Many 
treasures  waiting  to  delight  you  in  our  ancient  land.  Tourist 
Authority  of  Thailand. 


TRAVEL/HAWAII 


38.  HALEKULANI  Waikiki  Beach  is  the  site  of  Oahu's  only 
AAA  Five  Diamond  property.  The  gracious  Halekulani  is  a 
serene  enclave  of  understated  elegance  and  luxury 

39.  HUALALAI  Experience  Hualalai  on  the  Kona  Coast  of 
Hawaii  feaairing  Four  Seasons  beachfront  bungalows  and  .1 
transcendent  wellness  center  opening  late  1996  Vn 
18-hole  lack  Nicklaus  golf  course  opens  December  1995. 
Call  1-800-983-3880  ext.  10 

40.  KONA  VILLAGE  RESORT.    BIG  ISLAND,  HAWAII 

Discover  an  unspoiled  paradise  resort  nestled  among  sandy 
beaches,  lava  landscapes  and  lush  lagoons  All  private. 
individual  hales,  steps  from  the  water  Call  1-800-367-5290 

41.  MAUNA  LANI  BAY  HOTEL  AND  BUNGALOWS      The 

Big  Islands  only  AAA  Five-Diamond  hotel  Oceanfront 
propert)  with  superb  cuisine  and  unexcelled  service.  Enjoy 
Five-Star  tennis  and  36  holes  ol  championship  golf. 

42.  PRINCEVTLLE  HOTEL  A  new  sense  of  luxury  defined 
through  Hawaiian  accents.  Offering  award-winning  golf, 
tennis,  hiking  and  every  water  sport  imaginable.  Call  1-smi- 
826-4400 


43.  AMWAY  CORPORATION  One  of  the  largest  direct 

selling  companies  in  the  world.  Amway  markets  thousands 
of  quality  products  and  provides  ,1  business  opportunity  to 
people  in  over  60  countries    Free  information  packet 

44.  DUNHfLL  INTERNATIONAL  CIGARETTES 

45.  INVESTOR'S  BUSINESS  DAILY  For  information  about 
the  investment  and  business  world  ever)  business  day,  call 
1-800-642-4447  to  receive  1  weeks  FREE,  Subscribers  with- 
in the  last  a  months  not  eligible. 

46.  REMY  MARTIN  COGNAC  Rem)  Martin  Cognac  video 
complimentary,  call  1-800-678-REMY  While  supplies  last 


FOR  FREE  INFORMATION,  PLEASE 
SEND  IN  YOUR  R.S.V.P.  CARD  TODAY, 
OR  CALL  TOLL  FREE:  1-800-463-6903, 

OR  FAX  YOUR  COMPLETED  CARD 
TO  US  AT:  (312)933-3165. 


Program  in  his  district,  whose  mission  was  to  root  out  and 
neutralize  the  communist  infrastructure  in  the  villages.  We 
went  to  Vietnam  well  trained,  young  and  inexperienc- 
ed. We  knew  that  we  could  hardly  advise  men  who,  like 
the  Colonel,  had  been  at  war  for  16  years.  But  we  were 
willing  to  risk  everything  to  help  them.  We  attended  their 
weddings,  went  out  on  ambush  patrols  with  them,  slept 
on  the  ground  together,  learned  to  love  their  kids, 
and  went  to  too  many  funerals.  They  believed  we  would 
honor  our  commitment  to  them. 

After  25  years,  most  of  my  memories 
of  the  Colonel  have  eclipsed  into  sin- 
gle images,  black-and-white  stills.  But 
one  remains  in  motion.  I  don't  remem- 
ber when  it  was,  only  that  it  was  late  at 
night  in  the  rainy  season.  They  hit  the 
compound  with  rockets  first,  107s, 
whose  explosions  deafened  us  and  im- 
pacts threw  men  and  debris  in  every  di- 
rection. Then  they  began  to  walk  in  the 
mortars,  each  dull  explosion  answered 
by  the  screams  of  wounded  and  terrified 
mothers  crying  out  for  their  children  in 
the  darkness.  I  was  frozen  in  fear  next 
to  the  commo  bunker,  and  behind  me, 
somewhere,  an  American  was  yelling:  "They're  in  the 
wire!  They've  broken  through!  They're  in  the  f — ing 
wire!"  The  small-arms  fire  on  the  south  wall  was  so  heavy 
it  made  a  roaring  noise.  And  towards  it  moved  Colonel 
Quyen  at  a  brisk  walk,  only  slightly  slowed  by  the  drag 
of  the  terrified  militiaman  he  pulled  along  by  the  collar. 
He  appeared  and  reappeared  in  the  flashes  of  the  explod- 
ing incoming  rounds.  He  slowed  as  he  passed  me.  He 
didn't  look  around,  but  spoke  clearly,  in  English,  above 
the  terrible  noise. 

"Come  this  way,  please,"  was  all  he  said. 

"About  your  other  Khmer  Krom  friends,  ours,  and  your  de- 
sire to  find  about  them.  In  my  competence  domain,  III  help  you 
in  everything  I  knew  and  recall,  with  all  one 's  heart  of  my  con- 
science, with  heart  and  soul. " 

I  BROUGHT  OUT  THE  NOTEBOOK  IN  WHICH  I'd  PASTED 
photos  of  a  dozen  of  our  old  Khmer  Krom  friends.  Most 
were  members  of  a  team  of  Scouts  that  I  advised  in  his  dis- 
trict, others  were  officers  I'd  known  well  and  admired.  All 
of  them,  I'd  assumed,  were  dead,  but  now  I  hoped  to  hear 
otherwise,  or  at  least  learn  what  happened  to  them. 

But  first,  he  said,  we  should  have  a  beer,  if  I'd  like.  I 
would  like,  I  said.  He  went  through  the  beaded  curtain 
into  the  little  back  room  and  returned  with  a  can  of  beer 
which  he  set  before  me.  I  said  I  hoped  he'd  have  one  with 
me.  He  laughed  nervously  and  said  no.  When  I  insisted, 
he  returned  with  a  can  that  had  been  opened  and  covered 
with  foil.  He  removed  the  foil  and  raised  the  can,  which 
I  touched  with  mine.  I  opened  the  notebook  and  spread 
it  across  our  knees.  The  first  photo  was  of  my  team  leader, 


'My father  loved  Marilyn  Monroe 


a  man  who  saved  my  innocent  ass  more  than  once. 

"Chau  Got,"  he  said.  "They  shoot  him  at  the  football 
field,  in  front  of  everybody." 

"Did  he  suffer?"  I  imagined  the  beatings,  the  gauntlet  of 

families  and  friends  of  his  victims  scourging  him  with  clubs 

and  sharpened  sticks  on  the  long  walk  to  the  playing  field. 

"Yes,  of  course.  But  we  learned  that  he  showed  them 

no  fear." 

On  the  next  page  a  laughing  Chau  Krech  with  a  gold- 
capped  tooth,  and  tall,  handsome  Ut  Le,  naked  to  the 
waist.  He  pointed  at  each  and  nam- 
ed them. 

"Both  killed."  He  stabbed,  as  if  with 
a  dagger,  and  twisted  it,  making  a 
squishing  noise  in  his  cheek. 

Chau  Con,  the  musician  and  genius 
mortarman,  who  named  his  first  son 
for  me.  The  same  stab,  the  same  squish- 
ing noise. 

"But  someone  told  me  he  thought 
Con  might  have  escaped,"  I  said. 

"Maybe,"  he  patted  my  knee.  "But  I 
don't  think  so,  you  know." 

Outside  a  car  alarm  went  off;  some- 
one shouted,  another  laughed  cruelly. 
I  turned  the  pages  slowly.  On  each  he  whispered  the 
man's  name,  covered  the  picture  with  his  palm  and  shook! 
his  head. 

"You  know,  Peter,  the  communists.  They  kill,  kill,  kill, 
kill."  Each  "kill"  to  me  was  a  remembered  friend  lost,  each 
to  him  the  sight  and  sound  of  a  loved  one  going  down  in 
a  bloody  struggling  heap. 

Only  Chau  Chom,  the  youngest,  may  have  escaped 
Rumor  among  the  Khmer  Krom  in  San  Francisco  and 
Tacoma  had  it  that  he  was  living  in  Tapor  village  with  hi; 
surviving  family.  Like  Colonel  Quyen,  he  stayed  ir 
Vietnam,  where  he  served  ten  years  in  a  labor  camp. 

When  the  phone  rang,  and  we  both  pretended  not  tc 
hear  it,  he  explained  that  Chau  Chom  didn't  want  to  come 
to  the  U.S.,  only  wanted  to  stay  with  his  people,  in  his  vil- 
lage where  his  ancestors  are  buried. 
"Maybe  I  could  go  see  him,"  I  said. 
"They  will  punish  him  after  you  leave.  Don't  do  that'j  Ist0l 
He  held  his  hands  over  his  ears,  grimacing,  until  thf^^, 
phone  stopped  ringing,  and  I  closed  the  notebook. 

When  it  came  time  to  leave,  I  said  he  didn   < 
need  to  come  with  me  to  the  airport,  but  he  insisted 
Before  we  left,  he  undid  his  trousers,  retucked  his  shirt  L 
then  straightened  his  gig  line.  In  the  doorway  by  his  fa  - 
ther's  little  shrine,  I  said  something  about  the  Marilyi 
Monroe  poster. 

"My  father  had  four  wives:  one  Chinese,  one  Cam 
bodian,  two  Vietnamese.  He  loved  them  very  much,  an<  j^. 
he  loved  Marilyn  Monroe,  too.  They  didn't  let  him  have   , 
picture  of  her.  Now  he's  with  them,  and  also  he  can  so 
her  all  the  time  he  wants." 
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■The  bus  stop  was  on  a  corner  in  front  of  a  little  mar- 
ks A  half-dozen  street  people  were  congregated  there, 
sfce  sleeping,  some  drinking,  others  carrying  on  an  ex- 
cld  conversation  with  full  body  dance.  Colonel  Quyen 
ay  I  stood  shoulder  to  shoulder  on  the  curb,  watching 
wn  the  street  for  the  bus.  A  tall  black  man,  wearing  a 
so:d  lab  coat  over  several  layers  of  other  coats,  was  wav- 
irm  pair  of  new  work  gloves  at  the  passersby.  He  held  the 
gMes  by  the  wrist  so  he  could  flap  them  open  to  show 
w«t  was  pinched  between  them.  Finally  a  young  man 
stlped,  examined  the  contents,  argued  briefly,  paid  the 
mf(,  and  walked  on. 

lut  he  hadn't  gone  ten  feet  before  he  shouted 
"^|»therf — er!"  and  spun  around.  The  street  people 
raied  over  against  the  wall.  The  man  in  the  lab  coat 
stld  his  ground  next  to  us,  while  his  customer,  high- 
staping,  waving  his  fists,  spitting  outrage,  closed  on 
hit  Colonel  Quyen  didn't  turn  around  or  move  aside, 
buivatched  serenelv  for  the  bus. 


"Come  on,  you  piece  a  s— ,"  the  guy  in  the  lab  coat 
snarled,  and  reached  inside  the  layers  of  clothes  to  his  left 
hip.  The  customer  stopped,  and  swore.  He  hesitated  for 
a  second,  then  turned  on  his  heel  and  strode  away. 

When  we'd  found  a  seat  together  on  the  bus,  I  asked 
the  Colonel  if  he  wasn't  scared  back  there.  We  almost  got 
caught  in  a  gunfight,  I  told  him.  Jesus  Christ,  I'd  thought 
we'd  had  it  for  sure. 

"Only  last  week,  in  that  same  place,  a  man  got  shot. 
Boom!  Here  in  the  chest.  Boom!  Two  times.  Dead  right 
there  at  the  bus  stop." 

He  looked  out  the  window  at  the  passing  buildings. 

"It's  very  hard  here  for  Negroes,"  he  said. 

/  am  limited  in  English  language,  the  letter  was  full  of 
faults  of  grammar,  orthography,  and  vocabulary,  please  com- 
prehend. • 

Peter  Scott  is  writing  a  history  of  the  Khmer  Krom. 
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calculating  the 

throw  weight  of  his 

latest  bombes. 


Richard 


Perle's 


npolitik 


THE  REAGAN  HARDLINER  CALLED 


THE  PRINCE  OF  DARKNESS" 


HAS  ALWAYS  LIKED  TO  TURN  UP 


HEAT    BY   LYRIC   WALLWORK   WINIK 


1 


n  that  contest  of  guns  versus 
butter,  few  have  ever  doubted  which  side  Richard  Perle  was  on.  Best 
known  as  Ronald  Reagan's  Assistant  Secretary  of  Defense  for 
International  Security  Policy,  Perle  was  our  man  on  the  front  lines  of 
the  Cold  War.  His  hard  line  earned  him  the  nickname,  "The  Prince 
of  Darkness."  He  pushed  for  INF  missiles  in  Western  Europe,  tough 
arms  talks  with  the  Soviets,  better  weapons,  and  all  the  things  that 
were  supposed  to  bring  Armageddon  down  upon  us,  but  instead 
brought  down  the  Berlin  Wall.  These  days,  he's  a  likely  candidate  for 
Defense  Secretary  in  the  next  Republican  administration.  So  it  might 
come  as  a  surprise  to  find  Richard  Perle  slaving  over  a  hot  stove,  skim- 
ming chicken  stock  in  the  confines  of  a  kitchen. 

Perle  is  not  a  man  who  merely  dabbles  in  cuisine,  who  twice  a  sum- 
mer puts  on  a  "kiss  the  cook"  apron  and  matching  chefs  hat,  and  os- 
tentatiously fires  up  the  barbecue.  Nor,  at  the  end  of  a  long  day,  does 
Perle,  now  a  sought-after  defense  expert  and  international  business 
consultant,  head  for  a  reserved  table  and  obliging  waiter.  Instead,  he 
strides  right  into  his  own  kitchen. 
J        It  is  a  sight  to  behold.  Amidst  the  sprawl  of  a  six-burner  restau- 
S    rant  stove  and  indoor,  brick-encased  grill,  chopping  blocks,  highly 
|    sharpened  knives,  an  industrial-strength  mixer,  dishwashers  and  sinks 
4    (plural),  and  a  ceiling  rack  dangling  with  more  than  30  gleaming, 
i?  heavy-gauge,  meticulously  soldered  copper  pots  and  pans,  Perle  un- 
§■  winds  by  whipping  up  a  souffle,  a  fresh  pesto  or  puttanesca,  or  perhaps 
a   a  seafood  risotto.  He  especially  enjoys  the  sizzle  of  flesh  meeting 
£■   flame.  "Meat,"  he  says,  "was  meant  to  be  grilled." 


MB 


mtmam 


UUHB 


Here  is  the  domain  of  a  master  strategist,  one  that  can 
produce  dinners  for  120  without  strain.  His  meals  are 
multi-course  affairs,  and  the  menus  may  include  grilled 
veal  chops  with  a  green  peppercorn  sauce  and  celery  puree, 
salads  with  individual  souffles,  and  a  freshly  prepared  rasp- 
berry creme  brulee  for  dessert.  "There's  a  wonderful  sym- 
biosis between  souffle  and  brulee,"  Perle  says.  "You  use  the 
egg  whites  in  one,  the  yolks  in  the  other." 

He  did  not  always  talk  like  this.  There  was  a  time  when 
he  did  not  know  a  saucier  from  a  strainer.  He  received  an 
unceremonious  introduction  to  the  kitchen  while  in  col- 
lege at  the  University  of  Southern  California  in  the  early 
Sixties.  "It  was  either  learn  to  cook  or  eat  badly,"  he  re- 
calls. Perle  bought  a  cookbook. 

While  other  budding  scholars  were  living  off  the  first 
wave  of  TV  dinners,  Perle  experimented  on  his  house- 
mates. Then,  while  in  graduate  school  at  the  London 
School  of  Economics,  he  discovered  France.  His  culinary 
destiny  was  sealed.  "A  tomato  is  an  entirely  different  ex- 
perience there,"  he  says,  with  longing  in  his  voice. 
"Unfortunately,  Americans  are  largely  raised  on  inferior 
foodstuffs." 

So  he  compensates.  He  assiduously  combs  the  globe  for 
supplies,  and  every  inch  of  kitchen  contains  the  makings 
of  an  international  feast:  French 
truffles,  mustards  and  tapenades, 
Indian  curries,  Turkish  spices, 
Italian  coffees,  even  a  large  con- 
tainer of  white  peppercorns  re- 
cently purchased  in  Switzerland. 
("I  got  a  great  buy  on  it  in 
Geneva,"  he  explains.)  He  hauls 
back  overstuffed  suitcases,  bulg- 
ing with  as  much  as  35  pounds  of 
bread  and  jars  of  goose  fat.  In- 
deed, Perle,  who  travels  frequent- 
ly for  conferences  and  consulting, 
regards  the  world  as  a  supermar- 
ket. Washington  lore  even  has  it 
that,  as  a  Reagan  official,  he  once 
deplaned  in  London  solely  to 
purchase  port. 

The  efficacy  of  this  approach 
is  soon  apparent.  He  offers  me  a 

slice  of  bread  with  a  thick  spread  of  one  of  the  tapenades, 
points  to  his  Provencal  olive  oil,  cheeses  and  stock  cubes, 
and  asks  simply,  "Who  needs  GATT?" 

Somewhere,  some  Russian  general  is  no  doubt  sipping 
his  borscht  and  buttering  his  black  bread,  wondering 
where  it  all  went  wrong.  He  need  look  no  further  than  his 
own  plate.  In  Perle's  culinary-determinist  view  of  history, 
the  seeds  of  a  Soviet  downfall  were  sown  in  the  genera- 
tions raised  on  smashed  beets  and  stale  baked  goods. 
(Think  of  poor  Lenin,  a  pale  and  positively  skeletal  revo- 
lutionary.) "I'm  always  suspicious  of  people  and  countries 
that  don't  like  food,"  Perle  says. 

Souffles  are  on  the  menu.  Souffles  are  one  of  Perle's 


favorite  things  to  make.  He  prepares  all  kinds:  cheese,  I 
raspberry,  chocolate,  and  other  more  intriguing  combi- 
nations,  with  strategic  introductions  of  vegetables  and  fla- 
vors. He  finds  it  "relaxing." 


f 


THE  ARMS  TALKS  MAY  HAVE 


PROLONGED  THE  SOVIET 


EMPIRE,"  SAYS  THIS  FORMER 


ASSISTANT  SECRETARY 


OF  DEFENSE,  "BUT  FOR  MY 


ESPRESSO  MACHINE,  IT 


MAY  HAVE  BEEN  WORTH  IT." 


or  the  uninitiated,  a  souffle  is  built  around  eggs,  He 
specifically  egg  whites,  and,  if  you  are  very  lucky.  isi 
when  you  heat  it,  it  will  rise,  for  several  brief,  glo- 
rious minutes,  until  gravity  takes  over,  and  it 
plummets  back  into  the  pan,  leaving  something  with  the  I 
consistency  of  bad  tapioca.  At  least  this  is  what  happens  tc 
many  souffles.  It  does  not  happen  to  Richard  Perle's.  Hi; 
souffle  rises  and  rises,  ballooning  out  of  the  butter-linec 
dish,  turning  a  rich,  golden  brown.  There  is  not  a  singlt :.:: 
sag,  and  it  tastes — superb.  Light,  a  subtle  cheese  flavor,  \ 
lovely  texture. 

So  how  does  he  do  it?  Perle  maintains  that  he  just  skim 
over  the  recipe.  He  does  not  measure. 

Perle  never  made  one  of  his  famous  souffles  for  Ronak: oj 
Reagan,  but,  in  a  minor  historical  irony,  he  was  personalr    . 
responsible  for  a  souffle  falling  at  a  dinner  with  th< 
Gipper — "Something  about  which  I  feel  very  badly  to  thi 
day,"  he  says.  The  unfortunate  event  occurred  at  a  gala  din    . 
ner  in  Perle's  honor  at  the  home  of  his  close  friend 
columnist  George  Will.  Lumin    . 
aries,    British    parliamentarian 
and  diplomats  had  gathered,  ani 
the  streets  of  Chevy  Chase  hai 
been  cordoned  off  for  the  evenin 
by  the  Secret  Service.  Dinne   1 
plates  had  been  cleared,  Reaga 
had  just  finished  telling  one  of  hi 
famous   Soviet  jokes,  when,  i 
what  turned  out  to  be  an  all-toe 
brief  interlude  between  course 
Will  stood  to  make  some  remarl 
and  a  toast.  Perle,  as  the  guest  ( 
honor,  duly  rose  to  respond.  H   . 
back  was  to  the  kitchen  door. 

It  proved  to  be  a  fateful  errc 
for  the  souffles. 

"I    heard   later   that  anxioi 
waiters  with  souffles  kept  openir 
the  door  and  peering  in,  to  see 
this  long-winded  fellow  had  finished  his  remarks,"  Per1^,,; 
remembers  remorsefully.  "George  kept  waving  them  ot 
and  George  should  have  known  better.  Keeping  the  hot  a 
in  the  souffles  was  far  more  important  than  listening  to  tr^, . 
hot  air  in  my  remarks.  When  the  souffles  were  finaL^.; 
brought  in,  they  were..."  He  pauses,  searching  for  son^, 
delicate  formulation.  "They  were  quite  the  worse  forweai 
Perle  himself  has  cooked  with  better  results  for  mai 
other  luminaries — Will,  Joint  Chiefs  of  Staff  Chairm; 
Colin  Powell,  Defense  Secretaries  Caspar  Weinberg 
and  the  late  Les  Aspin,  the  late  Senator  Scoop  Jackso 
and  a  man  who  has  held  almost  every  cabinet  positio    . 
James  Schlesinger,  among  others.  Of  his  frequently  higl  (|;j; 
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hwered  guests  he  says,  artlessly,  "I  only  cook  for  peo- 
le  my  wife  and  I  like." 

I  I  asked  if  he  ever  matches  a  meal  to  a  guest.  Perle  says 

Idoesn't  matter  what  they  like  to  eat,  but  what  he  likes 

e  cook.  This  is  not  mere  culinary  vanity.  As  he  explains, 

aatching  food  with  guest  is  fraught  with  peril.  He  learned 

lis  the  hard  way,  after  the  infamous  Kurdish  Incident. 

■  Mustafa  Barzani,  a  long-time, 

Iig-suffering  head  of  the  Kurds, 

Id  come  to  Washington.  Perle, 

len  a  senior  aide  to  Scoop  Jackson, 

rered  to  give  a  small  dinner  party 

ijhis  honor.  "But,"  Perle  recalls,  "I 

(jin't  know  what  to  cook."  So,  he 

$::ided  to  make  "the  Persian  na- 

inal  dish,"  chicken,  prepared  with 

•  omegranate  and  walnut  sauce. 

iThen,  with  one  small  substitu- 

in,  Perle  headed  down  the  road  to 

inary  anarchy.  The  recipe  called 

pomegranate  concentrate.  Perle 

?d  pomegranate  juice.  Trage'die! 

e  dish  was  absolutely  inedible, 

i  I  had  invited  a  dozen  people," 

le  recounts.  "I  had  spent  the 

le    day   making    the    dinner. 

hat  could  you  do  at  that  point?" 

ut  vou  could,  if  you  were  the 

Barzani,  ask  for  a  sliced  onion, 

d  and  a  bit  of  oil.  And  indeed, 

zani  did  just  that,  minutes  be- 

the  meal.  "He  made  out  better 

we  did.  The  rest  of  us,"  Perle 

"had  to  eat  this  God-awful 

ian  dish." 

e  have  finished  our  souffle, 

are  starting  (French  style)  on 

green  salad,  in  a  perfect  state 

rispness,  with  a  fresh  garlic- 

tard  dressing.  He  flawlessly 

rs  a  bit  of  French  white  wine, 

ateau  Tayac,  Cotes  de  Bcurg,  1989)  in  each  glass.  It's 

ery  civilized. 

picureanism  and  haute  cuisine  have  not  led  Perle  to 
his  back  on  things  American.  "There  are  some  things 
o  better  than  anybody  else,"  he  says  with  authority. 
do  sandwiches  better.  One  of  our  good  hamburgers 
tter  than  anyone  else's  imitation.  Our  sweet  corn  is 
r.  So  is  our  beef.  You  can't  get  a  better  hot  dog  than 
brew  National  hot  dog." 

e  reserves  some  of  his  greatest  praise  for  that  singu- 

American  creation:  the  chocolate  chip  cookie.  "That 

teal  contribution  to  world  cuisine.  A  well-done  choco- 

hip  cookie,  by  which  I  mean  the  recipe  on  the  Toll 

se  package,  is  a  serious  accomplishment." 

e  move  on  to  dessert,  a  rich  espresso  and  a  creme 

b»e,  laced  with  raspberries.  The  espresso  maker,  which 


Richard  Perle's 
Yellow 
Pepper  Soup 

(Serves  six) 


2      pounds  yellow  peppers 

4      cups  chicken  or  veal  broth 

1 V2  cups  peeled  and  diced  potatoes 

1  teaspoon  herbes  de  Provence 

2  tablespoons  olive  oil 
1       clove  garlic,  minced 
1  Va  cups  milk 
3A    cup  heavy  cream 

1.  Preheat  broiler  or  grill. 

2.  Roast  peppers  in  broiler  or  on  grill, 
turning  as  they  blister  and  scorch. 
Remove,  place  in  pot,  cover  and  let 
stand  for  one-half  hour. 

3.  Peel  and  discard  skins;  remove 
seeds  and  pith.  Chop  peppers  into  half- 
inch  pieces  and  place  in  a  pot.  Add 
broth,  potatoes,  herbes,  olive  oil  and  gar- 
lic. Simmer  uncovered  for  one-half  hour. 

4.  Remove  solids  from  the  broth. 
Place  in  a  food  processor  and  puree. 
Return  to  the  broth,  add  milk  and  stir 
well.  Add  cream.  Adjust  seasonings, 
adding  more  milk  if  necessary.  Chill  for 
at  least  one  hour  before  serving. 


can  also  froth  up  a  good  cappuccino,  is  one  of  Perle's  fa- 
vorite instruments.  It  is  a  Swiss  unit,  made  in  the  Italian- 
speaking  part  of  Switzerland,  thus  combining,  as  he  puts 
it,  "Swiss  precision  and  Italian  flavor."  Perle  purchased  it 
during  the  Geneva  arms  talks  with  the  Soviets  in  the  mid- 
1980s.  "The  arms  talks  may  have  prolonged  the  Soviet 
Empire  by  several  years,  but,"  he  muses,  "for  my  espresso 
machine,  it  mav  have  been  worth  it." 
Still,  as  Perle  ruefully  acknowl- 
edges, the  fall  of  the  Evil  Empire  has 
not  lessened  the  vigilance  of  Am- 
erica's gatekeepers.  Just  try  to  get  an 
Italian  sausage  through  a  customs 
bay  at  JFK.  "It  breaks  my  heart  to  see 
our  customs  people  confiscating 
sausages  from  passengers  off  a  flight 
from  Italy,"  Perle  says.  "If  the  cus- 
toms agents  don't  eat  the  sausages 
themselves,  it's  even  worse."  In  fact, 
food  import  restrictions  of  varying 
sorts  deeply  trouble  Perle.  U.S.  law 
requires  all  imported  cheese  to  be 
pasteurized,  but,  as  Perle  puts  it,  this 
is  simply  protectionism  by  another 
name.  "I  don't  think  there's  anything 
in  the  statistics  to  suggest  that  the 
French  are  dying  by  the  dozens  from 
unpasteurized  cheese,"  he  says. 

Perle's  deep  abhorrence  of  pro- 
tectionism extends  right  to  the 
question  of  just  who  should  be  in 
the  kitchen. 

To  Perle,  men  and  women  are 
equals  before  The  Great  Gas  Range. 
Age,  sex,  upbringing  are  irrelevant. 
Perle  believes  cooking  can  be  learned 
by  a  rank  amateur.  He's  all  for  cook- 
ing schools.  He's  all  for  female  chefs. 
"We  no  doubt  have  paid  a  high  price 
for  excluding  women,  50%  of  the  pool 
of  potential  great  chefs,"  he  sighs. 
The  souffle,  salad  and  brulee  have  been  eaten.  The 
demitasse  cups  drained.  Perle  graciously  waves  his  guest 
off  from  the  dishwasher,  instead  enthusiastically  offering 
a  package  of  freshly  FedExed  English  muffins — "You 
must  try  them,  they're  wonderful" — and  some  final,  well, 
food  for  thought.  "Cooking,"  he  says,  "is  unlike  almost  ev- 
erything else.  It  has  a  beginning,  a  middle  and  an  end, 
which  are  usually  only  several  hours  apart."  He  adds, 
"When  you're  fighting  a  cold  war  that  you  think  is  never 
going  to  end,  or  working  on  other  long-term  projects  and 
thinking  in  historical  time,  it's  awfully  nice  to  do  some- 
thing that's  over  by  the  time  you  go  to  bed."  • 

Lyric  Wallwork  W 'inikj formative  cooking  experi- 
ences were  in  a  Manhattan  studio  apartment  and  central 
China,  with  a  wok,  a  canister  of  propane  and  live  chickens. 
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The  story  of  how 
one  cool  guy  with 

many  wierdly 
bold  ideas  finally 

made  good  on 
an  old  investment 

By  Daniel  Wattenberg 


A 
but 


y  uncle  Gene  drives  a  ten-year- 
old  beater  (a  Mercury  Grand  Marquis) 
and  crows  about  his  eight  pairs  of  drug- 
store glasses  ranging  in  price  from  $6-$i8 
("They're  great,  because  I  don't  have  to  put  them  in  a  case!"). 
But  don't  let  any  of  that  fool  you.  At  70,  after  a  lifetime 
of  toil  and  vicissitudes,  Gene  is  free  at  last  from  economic 
worries.  He  is,  he  says,  "playboy  of  the  Western  World," 
blessed  with  an  annual  income  "worthy  of  whatever  salaam 
you  can  come  up  with." 

Long  a  capital-starved  entrepreneur,  he  is  now  a  gen- 
tleman investor.  Daily,  he  monitors  his  stock  portfolio  on 
Prodigy  ("On  Greyhound,  I'm  down  $18,000,"  he  observes 
with  the  nonchalance  of  a  man  who  can  afford  to  leave  the 
driving  to  them).  Of  course,  gentlemen  are  defined  not  by 
their  vocations,  but  by  their  avocations,  and  the  better  part 
ot  Gene's  days  and  energies  are  exuberantly  devoted  to 
winging  his  way  over  Southern  California  in  a  Cessna  152. 


ireair 
iiinln 
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He  had  just  received  his  VFR  pilot's  license  when  I  vis  p™ 
ited,  and  I  became  Air  Gene's  first  passenger.  He  punc.^frv 
tuated  his  running,  in-flight  aviation  lesson  with  wha  , 
sounded  like  authoritative  readings  from  the  meters  an 
dials  on  the  instrument  panel,  but  I  had  my  doubts.  Coul 
a  man  wearing  six-dollar  glasses  be  sure?  Back  in  thl 1 
lounge  of  the  Santa  Monica'  Flight  Training  School  aftt 
the  flight,  Gene  bantered  with  a  fellow  pilot.  "They  a 
wish  they  were  me,"  he  remarked  to  me.  'We  all  wish  w 
had  your  wife,"  retorted  the  pilot. 

In  1989,  Gene's  wife  was  cast  as  a  regular  on  an  NB< 
sitcom.  The  show  is  now  in  its  sixth  season,  and  th 
was  to  have  been  the  story  of  how  my  uncle  found  hirr 
self,  at  64,  the  husband  of  a  TV  sitcom  queen,  ho 
after  a  lifetime  of  being  Ozzie  to  his  wife's  Harriet,  he 
making  the  uneasy  adjustment  to  being  Harriet,  so 
of — a  house  husband,  a  Hollywood  himbo,  Tinseltow 
boy  toy.  One  problem.  He  loves  it;  it  isn't  emasculatin 
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FORBES  TRINCHERA  RANCH  OVER  40  MILES  OF  TROUT  STREAMS. 


After  fishing  Our  Streams, 

Some  Of  your  Fish  Stories 

Will  be  True! 


And  what  stories  you'll  be  able  to  tell!  Stories 
f>out  great  fishing  in  any  of  our  crystal  clear 
reams.  Forty-seven  miles  of  streams  filled  with 
hinbow.  Brook  and  Rio  Grande 
(itthroat  Trout. 

Stories  about  our 
teathtakingly  beautiful 
ipnery,  all  250  square 
oles  of  it!  Stories 
aout  a  peaceful,  stress- 
le  haven  where  you  can 
■ike  over  miles  of  trails,  or 

head  up  into  the  mountains  on  horseback  or 
trail-bike.  There's  even  a  challenging  golf 
course  nearbv! 


The  Forbes  Trinchera  Ranch  offers  a  spacious 
lodge,  with  every  modern  convenience  and  all  the 
ambiance  you  would  expect.  You'll  enjoy  comfort- 
able accommodations,  fabulous 
food  and  a  professional  staff. 
In  1969  Malcolm 
S.  Forbes  purchased  this 
historic  tract  of  land  as  a 
refuge  from  the  hustle  and 
bustle  of  the  business  world. 
The  clean  fresh  air,  and 
awe-inspiring  vistas  help  refresh 
the  mind  and  revitalize  the  spirit. 

For  more  information  call: 

1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


and  Parade  magazine  notwithstanding,  he  himself 
is  the  funnier  story. 

This,  therefore,  is  the  story  of  how  one  cool  guy  with 
many  weirdly  bold  ideas  finally  made  good  on  an  old 
investment — his  wife.  Plus  the  even  better  story  of  all 
those  investments  that  didn't  do  quite  as  well. 

"My  career?"  he  asks.  "A  series  of  stum 
blings,  blunders  and  experiments  without 
logic.  Others  learn  by  education  and  expe- 
rience of  controlled  exposure.  I  used  to  go 
into  the  room,  close  the  door,  throw  away 
the  key  and  see  if  there  were  any  tigers  in 
there  ready  to  eat  me,  confident  that  if  there 
were,  I  could  handle  it." 

But  let  Gene's  career  be  a  warning:  never  bet 
against  tigers.  For  one  thing,  they  may  eat  you. 
And  for  another,  even  if  they  don't,  you  still 
have  to  eat.  And  you  can't  eat  tigers. 

"I  could  produce  profitable  sales  in  a 
desert,"  Gene  says.  And,  a  cynic  might 
say,  as  an  encyclopedia  salesman  in  a 
nation  of  bibliophobes,  that's  in  fact 
what  he  did.  He  must  have  sold  quite 
a  few,  because  by  1967,  Gene  was  earn- 
ing a  cool  $120,000  a  year  as  a  Britannica 
division  manager. 

But  then  1968  happened,  and  Gene 
took  his  family  to  the  Caribbean,  and 
can  you  blame  a  man  in  a  gray  flannel 
suit  if  he  sheds  it  in  the  tropics?  A  planned 
two-week  vacation  stretched  to  three.  Then  four.  "I 
kept  calling  the  office  to  say  I'm  taking  more  vacation, 
and  I  started  to  get  the  attitude,  'Well,  f —  'em,  what 
are  they  gonna  say?'  My  office  was  performing.  I'm  say- 
ing, 'This  is  the  life:  that  sun,  that  blue-green  water, 
that  sitting  under  a  palm  branch  playing  guitar  on  the 
beach.  I  forgot  all  about  the  little  chiggers  that  were  bit- 
ing the  s — out  of  me." 

Whatever  bug  had  bitten  him,  on  his  return  to  the 
States,  Gene  punched  out  of  the  book  biz  and  landed  in 
the  Duck  Soup,  the  name  he  gave  to  the  small  company  he 
immediately  started.  Duck  Soup  produced  small  rubber 
sleeves  that  fit  over  the  hinges  of  eyeglasses  to  prevent  the 
glasses  from  sliding  down  the  nose  of  the  wearer.  The  his- 
tory of  Duck  Soup  may  be  briefly  summarized:  ever  seen 
anyone  sporting  spectacles  with  rubber  sleeves  fitted  over 
the  hinges?  Gene  remembers  this  period  as  one  of  capital 
formation  in  reverse:  "Lose  a  few  bucks,  dump  it  and  go  on 
to  the  next  try,  lose  a  few  bucks  dump  it  and  go  on  to  the 
next.  At  one  point  I  bought  three  gas  stations.  But  when 
I  realized  all  the  stuff  that  was  going  on — my  employees 
stealing  tires  and  batteries  and  gas — I  knew  I  couldn't  keep 
the  pumps  going  as  an  absentee  owner.  So  I  dumped  that." 
It  was  a  year  of  hard  knocks,  too  many  to  be  absorbed  by 
a  financial  cushion  fast  deflating.  "At  the  end  of  a  year, 
instead  of  making  $ioo-and-something  thousand,  I  had 
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"Lose  a  Jew  bucks,  dump  it  and  go  on  to  the  next"  was 

Uncle  Gene's  strategy  in  capital  formation:  commodities 

futures,  art  criticism,  supply  sheds,  duck  doo-doo 

spent  $ioo-and-something  thousand,  and  that  wiped  ou 
my  cushion.  So  I  said,  Well  we  gotta  do  something,  am 
so  I'll  go  back  to  the  book  business,  as  much  as  I  hate  to 
but  I'm  gonna  do  it  overseas.'" 

Based  in  Dublin,  Gene  had  soon  built  a  successful  sale:  t& 
operation  employing  60  people  in  six  offices  across  tha 
little  country.  He  had  less  luck  with  his  side  ventures 
Pretzels  looked  promising.  "There  were  no  snack  foods  ii 
the  pubs,"  he  had  observed.  "Pretzels  are  salty;  they  malo 
you  drink  more."  But  the  Irish  Pub  Supply  Company  Ltd 
never  got  off  the  ground.  And,  really,  was  there  much  neet  \ 
for  a  product  that  would  help  the  Irish  drink  more? 

But  surely  they  needed  cassettes.  "Here  were  all  thes 
kids  walking  around  with  Walkmen  and  no  blank  cas 
settes,"  he  had  noticed.  "So  I  put  blank  cassettes  on  con 
signment  in  20  local  candy  stores,  which  are  called  new 
agents.  I  came  back  later,  and  they'd  sold  out  everything  xi. "] 
The  people  who  sold  them  asked  me,  'What  are  thos  trrir 
things?'"  Gene  quickly  formed  Kell's  Kassettes,  opened  i  ttroon 
5,000  stores  and  brought  over  about  $10,000  worth  cot, )iert 
those  things.  A  daughter  recalls  being  pressed  into  servic 
designing  "Take  One"  cards,  or  kards,  for  the  kassette  dis 
plays  in  the  kandy  stores.  But  somebody  got  greedy.  "I  ha 
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hi  internal  robbery,"  Gene  says  with  a  sigh.  "Somebody 
j>  my  organization  stole  the  entire  inventory." 
t  Concluding,  evidently,  that  staff  would  steal  anything 
Bat  wasn't  nailed  down,  Gene's  next  venture  was  Kell's 
rarpets.  "An  American  friend  of  mine  who  was  hiatus- 


g  over  there  explained  how:  you  sell  a  little  package  of 
I  ing  room,  dining  room  and  stairway  as  a  starter  for  £300, 
fy  $450.  In  Ireland  most  homes  didn't  have  carpeting.  They 
i.d  wood  floors  or  stone  floors,  but  it  was  coming.  I  had 
j  ople  put  out  little  brochures  door  to  door,  I  sent  the 
fcws  out  to  measure,  sold  the  carpeting  and  in  three 
l:eks  was  doing  $60,000  worth  of  business,  outselling  the 
Igest  department  store  for  carpets  in  Ireland,  and  being 
iianced  by  their  own  bank.  When  the  store  found  out 
■10  was  financing  me,  they  had  my  money  cut  off,  and 
l:nded  up  with  about  $20,000  in  contracts  that  were 
f>rthless.  We  closed  up  about  a  week  later." 

But  word  of  Gene's  success 
||d  traveled  across  the  Irish  Sea, 
ad  the  Leeds  Carpet  Company 
Cered  to  finance  him  to  carpet 
J.gland.  He  took  two  salesmen, 
$  ee  installers,  a  truck  and  a  car 
t>  Birmingham,  settled  into  an 
©ice  and  spent  the  first  week 
onpleting  the  required  paper- 
Ark.  But  this  time  England's 
Try  Government  pulled  the  rug 
■:  from  under  him.  "The  next 
lifck  England  went  on  a  three- 
m  work  week.  Employers,  in- 
st.id  of  firing  their  employees, 
reuced  their  six  days  to  three  as  a  means  of  keeping  the 
cc  ntry  afloat.  Nobody  was  going  to  buy  carpet  if  they  just 
lo  half  their  income.  That  was  a  bit  discouraging,  espe- 
ajy  after  Kell's  Kassettes  and  Kell's  Karpets." 

3ut  while  Ireland  was  cruel  to  the  Kells,  it  was  kind 
tOjene  and  his  wife.  "My  wife  and  I  found  another  di- 
rrnsion  to  life  through  Ireland — am  I  being  too  poetic? — 
al  it  was  an  enriching,  endearing  and  enduring 
efcrience,  because  our  friends  from  there  are  still  our 
frinds."  The  tax-free  income  Gene  earned  from 
Bjcannica  spared  his  wife  the  need  to  work  for  a  living. 
SI  took  the  opportunity  to  begin,  in  her  early  40s,  taking 
acng  classes  at  a  Dublin  studio. 

Jack  in  the  U.S.  in  1975  after  20  years  of  hustling  books, 
Gne  headed  to  Wall  Street,  where  a  friend  was  making 
aiding  in  commodities  futures.  It  was  the  late  '70s,  and 
emybody  was  hiding  their  income  in  pork  bellies  and  tax 
sSters  to  keep  it  away  from  Jimmy  Carter  and  Tip 
Meill.  "It  was  just  a — I  was  gonna  say  it  was  a  glorified 
bftr  room — it  wasn't  a  glorified  boiler  room,  it  was  a 
b«r  room,"  remembers  Gene.  "He  would  say  to  me, 
'(lie,  here's  50  desks.  Fill  the  room.'  And  I'd  hire,  and 
I'drain  and  I'd  teach  'em  how  to  sell  hot  air,  but  in  my 
n«cence,  I  thought  what  we  were  selling  was  a  legitimate 

I  product.  Then,  happily,  the  Commodity  Futures 


Trading  Commission  tightened  their  regulations  and 
made  an  honest  man  out  of  me." 

And  then  he  learned  the  tax-shelter  game.  "In  my  in- 
nocence, I  believed  in  the  potential  of  a  four-for-one 
write-off,"  he  says. 

'What  is  a  four-for-one  write-off?"  I  asked. 
"The  people  reading  this  in  a  publication  like  yours  will 
know,"  he  assured  me.  The  feds  figured  out  what  they 
were  and  condemned  the  tax  shelters,  passing  the  Tax 
Reform  Act,  which  put  an  end  to  high  rollers  buying 
three-,  four-,  five-for-one  tax  shelters  without  a  significant 
investment  incentive.  "They  kill  all  the  good  things," 
laments  Gene.  "Everything  that's  delicious  is  illegal." 

But  then  the  Eighties  dawned:  lower  marginal  tax  rates, 
Ronald  Reagan  and  an  explosion  of  small  business  start- 
ups, most  of  them,  it  turns  out,  started  up  by  my  uncle. 
"You'd  be  amazed,"  says  Gene. 

There  was,  for  example,  pow- 
dered wine:  "The  wine  wasn't 
bad — you  added  water  and  you 
waited.  It  had  all  the  attributes 
of  real  wine,"  he  insists,  "and  it 
seemed  to  be  popular  in  parts  of 
Canada.  But  if  the  product  was 
effective,  the  people  involved 
were  not.  And  I  went  on  to 
the  COUple  was  going  to  be  flopping  in     other,  even  stupider  things." 

Like  walking  maps:  "About  15 

an  honest  barn  with  a  bunch  of 


Hemorrhaging  cash,  Uncle  Gene 

and  his  -wife  had  moved  to  dark, 

cramped  quarters  on  81st  Street,  and 

unless  something  happened  soon, 


starving  artists  and  powdered  winos. 


major  hotels  in  New  York  would 
give  them  away,  and  they  con- 
tained advertising  space,  and  the 
idea  was  that  people  who  came 
to  a  hotel  would  have  a  walking  map  guide  to  the  area 
around  that  hotel  and  consequently  to  merchants  around 
the  hotel.  It  had  a  potential,  but  again  it  was  an  absentee 
direction,  and  I  lost  control  of  it." 

And  the  National  Association  of  Gallery  Artists:  "A 
money  machine  as  an  idea,"  he  says.  'You've  got  thousands 
of  young  artists  wanting  to  lay  their  claim  to  New  York  gal- 
leries, coming  into  the  city  and  getting  blown  away  after  a 
year  of  starvation,  sending  their  transparencies  in  to  the 
galleries,  which  never  even  open  the  package.  This  would 
allow  them  to  get  an  expert  to  look  at  their  work  around  a 
conference  table  with  all  these  museum  people — whatever 
they're  called — and  they  would  render  an  opinion,  tape 
record  it,  write  it  up  along  with  some  boilerplate  advice 
to  artists  and  comments  about  their  work  and  either  en- 
couragement or  discouragement.  The  truth — for  a  hun- 
dred bucks,  if  you're  a  member  of  NAGA.  Meanwhile, 
you've  got  thousands  of  artists  sending  in  their  trans- 
parencies with  $100  to  keep  that  round  table  busy.  The 
experts  could  look  at  the  portfolios  in  an  average  of 
two  minutes.  What's  bad  is  bad,  y'know:  pass,  pass,  pass, 
pass.  Each  one  of  these  is  a  hundred  bucks,  and  you  could 
do  30  an  hour.  Do  a  four-hour  session,  that's  $12,000; 
five  days  a  week  is  $60,000.  If  you're  paying  these  five  ex- 
perts even  a  thousand  bucks  a  week  for  their  ten  hours  and 
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a    stenographer   typing 
and  all,  you're  talking 
about  $40,000  net  dol- 
lars a  week.  Plus  a 
piece  of  the  action  if 
half  of  one  percent 
of  these  artists  are  any 
good  and  go  into  the 
mainstream.  To  this 
day,  I  wouldn't  hesi- 
tate to  motivate  some- 
body to  create  it.  But 
it  needed  a  blue-haired 
lady  to  be  up  front,  a  so- 
cialite type,  who  had 
modicum  of  artistic  judge- 
ment, an  impeccable  rep- 
utation and  an  interest  in 
young  artists  and  relieving 
them  of  some  of  that  mis- 
ery and  pain  and  expense  and 
disappointment. . . ." 

Pain,  Expense  and  Disap- 
pointment is  what  Gene  should 
have  called  his  next  venture,  The 
Honest  Barn  Company:  "I  saw  these 
little  sheds  on  the  road  being  sold  as  sup- 
plemental storage  areas  for  private  home 
owners  out  in  the  country.  They  looked 
pretty  awful.  Some  of  them  were  made  of  plywood.  I  got 
the  idea  of  building  a  real  barn,  small  but  a  real  barn  made 
of  thick,  rough-cut  wood  planks."  He  hired  a  salesman  to 
tow  a  demo  barn  around  Long  Island.  In  no  time,  he  was 
making  20-30  sales  a  week  at  an  average  of  $1,200  a  sale. 
But,  well,  barns  don't  build  themselves.  "It  should've  been 
a  do-it-yourself  assembly  unit.  Instead,  we  had  our  crews 
going  out  in  trucks  installing  three  and  four  a  day.  The 
problem  is  I  went  too  far.  I  went  to  New  Jersey  and 
Connecticut,  and  we  didn't  have  enough  on  a  daily  basis 
to  do  in  New  Jersey  and  Connecticut,  and  all  of  a  sudden 
our  logistics  were  all  screwed  up.  As  the  saying  goes,  vol- 
ume was  killing  us.  I  guess  we  sold  about  500  of  them  be- 
fore the  light  went  on.  The  Honest  Barn  Company  was  a 
tough  one  because  I  lost  a  lot  of  money  personally.  I  had 
to  cover  my  trail  and,  whereas  I  had  just  bought  a  few  years 
earlier  a  beautiful  co-op  in  New  York,  I  now  had  to  sell  it 
in  order  to  recover  my  balance."  But,  maybe  you've  guessed 
by  now,  Gene  is  not  one  to  give  up  that  easily. 

"Now  I  was  going  to  diversify,"  he  explains,  handing 
me  a  business  proposal  yellowed  with  age.  "What  did  I 
call  that  stuff?" 

"Duano?" 

"Duano."  Gene  laughs  impishly  at  his  own  neologism. 
"It's  from  ducks.  Duck  s — .  I  never  did  anything  with  the 
duck  manure  except  get  the  Long  Island  Duck 
Association  to  agree  that  I'd  supply  them  with  the  saw- 
dust they  needed  and  they  in  turn  would  let  me  take  it 


"I  share  her  income  because  I 

cheerlead"  says  Uncle  Gene. 

And  that's  fine  with  her. 


away,  loaded  with  duck  s— 
That's  a  perfect  filler  for  soil 
It's  a  great  idea." 

But  by  this  time  all  of  t 
Gene's  ideas  were  turning 
to  duano.  Hemorrhaging  1 
cash,  he  and  his  wife  p 
had  moved  to  dark,  jut 
cramped  quarters  on  r's 
81st  Street,  and  un-  ijv'i 
less  something  hap-  m 
pened  soon,  the  couple  sse 
was  going  to  be  flopping  sii 
in  an  honest  barn  with  a    "1 
bunch  of  starving  artists  :ei 
and  powdered  winos.  it's 
"I  had  gone  through  p 
$100,000  net  from  the  flh 
sale  of  the  co-op.  We 
were  down  on  it."  Their  ed 
combined  annual  income   Gi 
had  dropped  to  barely  over  en 
$30,000.   "It  was   really  a  to 
bummer — a  lot  of  bad  choices  eta 
on  my  part  and  limited  oppor-  m 
tunity  outside  entrepreneurial  shot- 
at  the  age  where,  you  know. .  .time  was  drag- 
ging. I  was  not  achieving  any  real  pro-tit  st 
gress  back  to  the  mark,  when  my  wife's  jinn 
acting  career  warmed  up." 

In  1988  with  acting  work  scarce  in  New  York,  Gene's  p; 
wife  made  her  first  foray  into  Los  Angeles.  "We  agreed 
that  she  should  throw  our  bread  on  the  waters  of  Los*rt 
Angeles,  and  if  she  couldn't  make  it  after  a  year  or  so,  then  ei 
she  might  consider  a  more  practical  profession,"  he  re- ij 
counts.  "She's  60  at  that  time.  I'm  64. 1  stayed  in  back  east  ! 
and  continued  to  innovate,  improvise  and  entrepreneuri-  U 
ate  anything  I  could,  without  catching  fire." 

But  out  in  L.A.,  after  a  few  pilot  programs  that  neverdabr 
took  off  (including  "one  about  a  retirement  home 
around  a  swimming  pool  with  Lassie's  mother,"  he  re- 
members), his  wife  landed  a  role  in  a  six-episode  pilot 
run  of  the  series  that  was  to  become  one  of  NBC's 
biggest  hits  of  the  '90s.  (Of  the  hundreds  of  new  shows 
that  have  started  since  my  aunt's  first  aired,  hers  is  one 
of  only  a  handful  to  exceed»ioo  performances.)  "When 
she  called  me  in  New  York  to  say  that  she  got  the  part 
I  had  no  hesitation  in  saying,  'O.K.  the  balance  of  powe; 
has  shifted;  I'm  off  to  back  you  up  in  L.A.,  and  I'll  fine 
something  to  do  there.'  I  had  nothing  really  holding  mt 
back  because  I  wasn't  being  successful.  I  was  in  the  mid- 
dle of  the  continuing  struggle.  I  was  getting  tired  of  it. 
was  trying  to  wind  myself  up  again  for  a  burst  of  ambi- 
tion at  the  age  of  64.  It  gets  harder." 

In  L.A.,  Gene  concluded  that  none  of  the  available  busisnt,  ^ 
ness  opportunities  was  worth  giving  up  "the  luxury  of  m; 
wife  coming  home  to  find  me  there,  even  if  I  don't  cool  /^ 
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fcpper  for  her — which  I  don't  mind 
t  ing,  but  I  don't  have  the  talent  for." 
I  cay,  so  he's  not  a  cordon  bleu  chef, 
tt  he  makes  himself  useful  in  other 
I  ys,  whether  driving  his  wife  to  an 
c  :asional  audition  ("By  the  way 
l:ne,"  she  admonished  upon  their 
■urn  from  one,  "don't  go  into  an  ac- 
t's waiting  room  and  be  amusing — 
wy're  trying  to  concentrate")  or  just 
lng  her  biggest  fan:  "I  think  he's 
fcsed  one  show  since  we  started," 
as  his  appreciative  wife. 

5  "I  share  her  income  because  I 
<i:erlead,"  interjects  Gene.  And 
■t's  fine  with  her.  After  all,  she  says, 
"pillared  his  income  all  those  years, 
all  I  didn't  cheerlead." 
■As  far  as  the  role  reversal,  I  won- 
djed  if  I'd  be  man  enough  to  handle 
il  Gene  says.  "In  fact,  I  was  sure 
wen  it  started  that  being  second  fid- 
m  to  my  wife's  activity  would  be 
dfcterious  to  my  mental  health."  But 
Imveen  pride  in  his  late-blooming 
\«;  and  a  studly  pilot's  license  feed- 
ill  his  own  ego,  a  steady  diet  of  the 
At  stuff. ..and  a  fat  weekly  check 
fmn  the  studio,  plus  residuals,  and 
amnnual  sum  from  the  sale  of  the 
vw's  show  to  cable,  who  needs  ther- 
aft*  "You  get  used  to  this  kind  of 
raj  reversal — a  lot  faster  and  a  lot 
eaer  than  a  workaholic  like  me 
wlid've  expected.  I  may  be  dumb, 
buTm  not  stupid,"  he  says. 

RVhen  the  show  wraps  for  the  sea- 
sdl  the  couple  return  to  New  York 
(all  a  brand  new  co-op  replacing  the 
on.  Gene  had  to  sell  after  Honest 
Bais  collapsed)  and  then  summer  in 
Ire  nd,  catching  up  with  old  friends. 
Gje  is  planning  his  first  cross-coun- 
trylight  and  occasionally  wonders, 
"Hw  long  can  this  dream  last?"  It  all 
relnds  him  of  a  poster  he  saw  in  one 
oflose  gas  stations  he  had  to  dump: 
"T*  guy  on  the  poster  says  'I  work  16 
has,  seven  days  a  week  as  a  me- 
chfic,  I  have  no  time  for  anything,  I 
defted  myself  to  the  business,  built  it 
upmrent  bankrupt  and  finally  my  dad 
diJand  left  me  a  lot  of  money.'"  • 

D^iel  Wattenberg  will  leave  the 
enmbreneurship  to  his  Uncle  Gene  and 
stimo  writing  in  Washington,  D.  C. 


f  you  have  achieved  the  success 
that  goes  with  membership  in  a  private 
city  club  or  country  club,  Private  Clubs 
magazine  is  for  you.  Each  issue  features 
top  writers  and  photographers,  cover- 
ing travel  and  destinations,  food  and 
wine,  golf,  tennis,  financial  advice, 
health  and  fitness,  and  profiles  of  other 
private  clubs  and  members  —  all  in  a 
format  as  beautiful,  leisurely,  and  fun  as 
the  clubs  themselves. 

Get  it! 

Free  Sample  Copy 

and  Subscription 

Offer 

Discover  a  whole  new 
world  of  private  clubs 
for  only  $12.00  for  six 
issues  a  year,  and  save 
33%  off  the  cover  price. 


^^fe, 


^«. 


tkr*^ 


W" 


To  request 

a  free  sample  copy 

and  a  subscription 

form,  call  our 

ClubLine  at 

(800)  433-5079. 


Dueling  classics  at  Swann: 

The  Hound  Of  The 

Baskervilles  and 

Uncle  Remus:  His  Songs 

And  His  Sayings. 
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MAD  memories,  Elvis'  Amex  card,  and  some 

VERY  DEAR  DECOYS  AT  THIS  FALL'S  AUCTIONS 
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Mad  About  MAD, 

Sotheby's 

The  "What,  Me  Worry?"  out- 
ook  of  MAD's  gap-toothed 
mascot,  Alfred  E.  Neuman, 
has  set  the  smart-ass  tone 
•      for  the  magazine  ever  since 
his  mug  first  appeared  on 
the  cover  in  1956.  This 
sale  features  more  than 
,-^^     400   lots   of  original 
i  MAD  art,  including 

Norman  Mingo's  1976 
Voodoo  cover  (at  left, 
estimate:  $3,000-35,000). 
Also  up  for  grabs  are 
more  than  70  trademark 
spoofs  of  movies  from  the 
'70s  and  '80s  like  Star  Blecch 
III,  Jazv'd  and  Saturday  Night 
Feeble.  Artwork  from  old  fa- 
vorites like  The  Lighter  Side 
Of  Sex,  Scenes  We'd  Like  To 
See,  Spy  Vs.  Spy  and  those 
tricky  back-page  Fold-In 

FYI 


sections  are  on  the  block  as  well.         M 
It's  doubtful  anyone  will  ever  fil    SI 
the  clodhoppers   of  William  M 
Gaines,  MAD's  late  creator  and  pub 
Usher.  But  you  can  indeed  kick  you 
feet  up  on  his  i96os-style  desk.  It's  to  1 
sale,  as  is,  its  top  still  a  mess  of  Gaine 
scribblings,  insider  publishing  infi 
and  coffee  stains  ($700-51, 000).  Th  | 
Mad  About  MAD  auction  is  schedi  G 
uled  for  October  20.  Contact:  Dan 
Hawkes.  212-606-7424. 


fall 

Hen, 


19th-century 
Literature,  Sets  it 
Bindings,  Swann 

1902  was  a  busy  year  for  Sir  Arthu 
Conan  Doyle.  Not  only  did  he  pop  1 
by  Buckingham  Palace  to  be  knight-  I 
ed  for  his  service  to  the  Empire  in   j 
the  Boer  War,  but  he  also  penned 
The  Hound  Of  The  Baskervilles,  in 
which  Holmes  and  Watson  save 
Henry  Baskerville  from  a  curse — 
vour  basic  hound  from  hell — 


i 


tat  had  plagued  his  clan  for  cen- 
tries.  Truth  be  told,  Doyle  was  sick 
I  the  detectives.  He  had  killed 
1,  Dimes  off  in  an  1893  story,  but  was 
ixed  to  revive  him  by  popular  de- 
iind.  A  first  edition,  first  issue  of 
we  Hounds  is  part  of  the  326-lot  sale 
■Swann  ($600-5900). 
jj  Featured  in  the  same  auction  is  a 
istine,  first  edition  of  Uncle  Remus: 
Ms  Songs  And  His  Sayings  by  Joel 
handler  Harris,  published  in  1881 
■,ooo-$i,50o).  After  apprenticing 
(I  a  weekly  plantation  newspaper, 
■rris  wrote  these  lyrical  tales  during 
tl  South's  Reconstruction.  Using  the 
wee  of  wise  old  Uncle  Remus,  he 
wives  tales  about  wily  characters  like 
B  r  Rabbit  and  Brer  Fox,  and  Harris' 
gf  for  local  dialects  puts  Southern 
wter  dujour  Pat  Conroy  to  shame. 
■rVlso  on  the  block  are  a  variety  of 
vt'ks  by  Charles  Dickens,  including 
afimplete  set  of  the  Christmas  Books, 
pt-lished  in  London  from  1843-48 
($.ooo-$6,ooo).  The  19th-century 
Lfcrature,  Sets  &  Bindings  sale  oc- 
c»  on  September  21.  Contact:  Wyatt 
Ilr.  212-254-4710. 

Original  Lincoln 
Memorial  Plans  & 
I    Sketches,  Skinner 


^-six  years  after  politicians  first 
:ed  bickering,  logrolling,  filibus- 
>g  and  pontificating  over  plans  for 
construction  of  a  monument  to 
ftham  Lincoln,  President  Harding 
ented  designer  Henrv  Bacon  with 
iGold  Medal  of  the  American 

Monumental  scribblingsfrom 
Henry  Bacon,  at  Skinner. 


Trade  Enquiries  /  Head  0(1 

MALAYSIAN  HANDICRAFT  DEVELOPMENT  CORPORATION 
Trade  Promotions  Divlston^No.  1,  Jalan  Ipoh  -Rawang 
Km.  20,  Taman  Rekreasi  Templer,  48000  Rawang 
„    Selangor,  Malaysiar^^ 
™«      Tel:  603  ■  691  5322   Fa*  603  -  691  2181 


Showroom: 

INF0KRAF  MALAYSIA 

No.  26,  Jalan  Sultan  Hishamuddin 

50050  Kuala  Lumpur,  Malaysia. 

Tel:  603  -  293  4920,  603  -  293  4929 

Fax:  603  -  293  4858 


3AM's 


Wave 


October  6  -  December  17 

For  information 

call  BAM  718.  636.  4100. 

BAM  Prefers  VISA. 


1995  Next  Wave  Festival 

Robert  Wilson 

Tom  Waits 

Vito  Acconci 

Kristin  Jones  &  Andrew  Ginzel 

llya  Kabakov 

Don  Byron 

Bill  Frisell 

Vernon  Reid 

Steven  Berkoff 

Cloud  Gate  Dance  Theatre 

Carl  Dreyer 

Richard  Einhorn 

The  Camerata  Chorale 

Brooklyn  Philharmonic  Orchestra 

Kronos  Quartet 

Ping  Chong 

David  Rousseve/ REALITY 

Me'Shell  NdegeOcello 

Cheek  by  Jowl 

Mark  Morris  Dance  Group 


Brooklyn  Academy  of  Music 
BAM's  1995  Next  Wave 
Festival  is  sponsored  by 
Philip  Morris  Companies  Inc. 


Here  a  quack, 

there  a  quack: 

duplicitous 

ducks  at  Richard 

Olivers. 


Institutes  of  Architects  for  his  modified  Greek  Doric 
Temple.  It  was  Bacon's  last  hurrah;  he  up  and  died  short- 
ly after  receiving  the  award. 

These  finely  detailed  drawings  capture  the  mystique  of 
the  towering  Georgia-marble  monument,  which  has 
served  as  the  backdrop  for  everything  from  a  scene  in 
Frank  Capra's  film  Mr.  Smith  Goes  To  Washington,  to  Dr. 
Martin  Luther  King  Jr's  1963  "I  Have  A  Dream"  speech. 

The  portfolio  of  sketches  and  plans  for  the  Lincoln 
Memorial  will  be  on  the  block  at  Skinner  on  Novem- 
ber 11.  Estimate:  $10, 000-515, 000.  Contact:  Ann  Petrone. 
508-779-6241. 

Duck  Decoys, 
Richard  Oliver's 

As  every  duck  knows,  fall  is  duck  hunt 
ing  season.  It's  also  open  season  for  in- 
vestment-quality decoys.  After  World 
War  II,  manufacturers  started  produc- 
ing plastic  duck  decoys,  and  it  took 
about  20  years  for  the  market  for 
classic  wood  decoys  to  develop.  They 
started  becoming  hot  items  on  Cape  Cod 
in  the  '70s,  and  20  years  later  a  pair  of  wooden  ducks, 
"The  Preening  Drake  and  Hen  Mallard,"  sold  for  a  whop- 
pin'  $285,000. 

A  rare  Nathan  Cobb  black  duck,       The  little  Blue 
however,  will  only  set  you  back  $35,000-         Comet  that 
$45,000  at  the  850-lot  Duck  Decoys  could,  at 

auction  from  October  5-7.   Contact:       Butterfield  & 
Richard  Oliver.  410-742-3106.  Biitterfield. 


Elvis  Memorabilia, 
Butter  field  6c  Butterfield 

When  the  muttonchops  and  sequin; 

just   aren't   makin'   it,    Elvis'  firs 

American  Express  card  may  be  jus 

the  thing  for  the  struggling  imper 

sonator.  Elvis,  after  all,  didn't  leavi 

the  building  without  it.  Amex  startec 

issuing  personal  charge  cards  in  1958 

and  The  King  got  one  of  the  first.  Thi 

cards  were  made  of  paper,  not  plastic,  bad 

then,  and  this  item  is  actually  signed  by  hi 

majesty.  Estimate:  $20, 000-525, 000. 

Also  up  for  grabs  are  Elvis'  Burnin'  Love  concert  jump 

suit  ($8o,ooo-$ioo,ooo),  as  well  as  his  official  U.S.  Arm 

Induction  Notice  ($40,ooo-$6o,ooo). 

The  Elvis  Memorabilia  sale,  which  includes  more  thai 
1,000  gaudy  items  from  his  homes,  tours,  films  and  con 
certs,  is  on  October  6-7  in  Las  Vegas  and  Los  Angeles 
Contact:  Vanessa  Rizzo.  213-850-7500,  ext.  284. 


Toy  Trains,  Butterfield 
&  Butterfield 


One  for  the 

money:  The 

King's  card  at 

Butterfield  &  Back  in  1930,  when  most  Americans  could 
Butterfield.     n't  afford  a  real  train  ride,  Lionel  cam 
out  with  the  deluxe,  $100  "Blue  Comet"  fc 
the  silver-spoon  set.  With  in 
dividual  passenger  seat 
r   and  multiple  engine  part: 
the  locomotive  was  manu 
factured    for    one   yea 
only.  This  engine  (belov 
$5,ooo-$io,ooo),  from  tb 
,   late  E.C.  "Easy"  Schwafelij 
500,000  train  collection, 
part  of  the  largest  single  co 
lection  sale  ever. 

Also  featured  is  an  origin: 
1957  "Girl  Set,"  made  in  Sandra  Dee  pastels.  A  real  flo 
in  its  day,  the  manufacturer  recalled  the  models  and  rdj 
painted  them  in  primary  colors  ($4,ooo-$6,ooo). 

The  Toy  Train  auction  at  Butterfield  &  Butterfield 
San  Francisco  gallery  from  September  13-14.  Contac: 
Cynthia  Stern.  415-861-7500,  ext.  550.  • 

— Hilary  Klot 
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PHOTO    WALTER SCHELS 


However      hard      you      try, 


you      can't      hear      a      LEICA      M6 


To  sense  the  faintest  whisper  from  the  LEICA  M6's  smooth  shutter  release, 
you'd  really  have  to  prick  up  your  ears.  That's  because  it's  been  engineered 

r 

to  be  swift  and  silent,  allowing  you  to  cap- 


Please    send    me    further    information    on    Leica 


ture  the  most  fleeting  of  images  on  film.  You'll        Q  Cameras  □  Binoculars  □  Spotting  Scopes 

D  I'd  also  like  to  be  on  Leica's  mailing  list, 
find  nothing  escapes  its  sharp,  high-speed  top-performance 


lenses.  To  try  out  our  precision  camera  for  yourself,  visit 
your  authorized  Leica  dealer.  They'll  be  glad  to  show  you 


the  LEICA  M6  -  the  world's  first  rangefinder  system  camera.       See  edge  of  photo  for  address. 


reUM 


Fascination  and  Precision 
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THE   CREAM   OF   THE  MAIL-ORDER   CATALOGUES 


Whew!  That 
vas  a  hot  one. 

1  me  to  recover  with  some 
eol  merchandise.  You'll 
o  ly  have  to  raise  a  finger, 
ad  your  credit-card  debt. 

Don't  you  know  how  many  elks  had 
Ihed  their  glorious,  trophy-size  head- 
|r  to  make  that  furniture?!  About  a 
'tifor  the  Man's  Chair  ($6,850)  and 
'her  four  for  the  Ottoman  ($1,400). 
Mric  runs  extra.  Hand-crafted,  of  course. 

Cral  Farm 303-963-2350 

£  We  only  have  ears  for  this  set  of  over 
M  smooth  and  silkies  from  R&B  legends 
IMlhe  Five  Satins  and  Percy  Sledge.  Try 
am'le  compact-disc  tenderness. 

It*#A788 $80 

HAgton 800-622-5221 

QTooled from  original  dies,  these  big, 

Itmed-edition  Paya  tin-plates  look  sharp 

i  imny  executive  toy  box.  1925  Sedan 

\  Okriolet  ($326),  1927  Seaplane  ($208) 

ammore.  Imported  from  Spain. 

M 800-235-0060 

Qfiarbecue  season's  almost  over — so 
vMt  are  you  going  to  do,  start  boiling 
yomiot  dogs  again?  Not  with  660  watts 
ofmver  to  roast  and  toast  'em  you're  not. 

Ite»#50929 $50 

Hawcher  Schlemmer 800-543-3366 

Jyflot  enough  options  for  Parnelli 
\J°W  perhaps.  But  the  Cargo  Wagon 
\frdtRadio  Flyer  does  come  with  a  "no- 
\p'm"  ball  joint,  extra-wide  wheel  base 
\armip-free  turning. 

lte*31743 $130 

Handi-Hand 800-872-9745 

'  (J  iu  will  indulge  in  these  hand-dipped 
\  forme  cookies.  You  will  delight  in  their 


tasty  toppings.  You  will  marvel  at  their  wis- 
dom. And  this  time,  you'll  pay  attention. 

Assorted  toppings $18.50/dozen 

Good  Fortunes 800-644-9474 

QMr.  Potatohead?  We  don't  think  so. 
Original  Zolo  packs  over  50  hand-carved 
wooden  pieces  and  about  a  zillion  ways  to 
put  'em  together.  Maybe  you'll  even  let 
your  kids  play  with  'em.  Dad?  Dad! 

Item  #2 1 1 3A $  169 

Flax 800-547-7778 

{£  With  a  pluck-pluck  here,  and  a  pluck- 
pluck  there. . .  Deluxe  Plucker  makes  short 
work  of  formerly  fine-feathered  friends. 
Hooks  up  to  any  12-volt  source. 

Item  #20848-0 1 0. $  1 95 

Cabela's 800-237-4444 

^J  Hours  will  soar  by  with  these  detailed, 
scaled-down  Classic  Propeller  Clocks.  Planes 
not  included.  AA  batteries  aren  't,  either. 

Biplane  ( 1 006 1 W) $220 

Sopwith  Camel  (9881W) $190 

Piper  Cub  (9937W) $155 

Wright  Bros.  Collection 800-543-8633 

itjj  If the  fish  don't  rise,  the  bubbles  sure 
will.  This  Dom  Perignon  gift  box  comes 
with  a  vintage  '88,  a  dozen  wet  and  dry 
flys  (from  Orvis,  natch),  fly  box  and  cer- 
tificate of  authenticity — -just  in  case  the 
boys  at  the  river  don't  believe  you.  $280. 
Liquor  By  Wire .....800-621-5150 

(tnArt  of  the  deal.  54  original  works  from 
54  British  artists,  to  be  exact.  Hands 
down,  a  splendid  deck  of  cards. 

Item  #17J $17 

Art  Institute  Of  Chicago 800-621-9337 

%W  If  only  the  Scarecrow  had  stayed  for 
dessert.  This  cerebral  jello  mold  makes  our 
head  hurt,  but  comes  with  its  own  recipe. 

Item  #OP90 1 495RW $  1 2 

American  Medical  Assoc 800-621-8335 
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Plane  Downed  by  Pigs 

An  airliner  heading  to  South  Africa  was 
forced  to  turn  back  and  make  an  emergency 
landing  in  Britain  after  72  flatulent  pigs  trig- 
gered its  fire  alarms. 

More  than  300  people  were  also  on  board  the 
South  African  Airways  plane  when  the  pigs' 
urine,  gas  and  body  heat  sparked  the  mid-air 
crisis,  an  airline  spokesman  said  yesterday. 

Fifteen  of  the  72  prize  stud  pigs  being  flown 
out  for  breeding  died  of  asphyxiation  when  ha- 
lon  gas  was  released  in  the  cargo  as  part  of  the 
plane's  automatic  fire  extinquishing  system. 
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